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August 4, 1914.

Hone William G. MecAdoo,
Secretary of the Treasury,
Washington, D« C.

My dear Mr. McAdoo:=

I encloae a preliminary draft of the meeting of the com=
mittee of ten associated subsecribers who have contributed to the
$56,000,000 fund proposed to be sent by the U. S. S. S."Tennessee"
to Bngland and Burope, there to be used o and solely for the
purpose of payments against travelers' credits issued by all Ameri~
can concernsS. Of course the cashing of such travelers' credits
will involve consideration of the re bility of the banks or
bankers drawing such letters of eredit, but no trouble is antiei-
pated in thet direction, and the fund is intended to meet the Te=
guirements of all ro»mnlo American travelers' credits.

The enclosed is a preliminary draft only, but it embod~-
ies the substance of the meeting held this afternoon and is sub-
Ject to revision in fom only.

It ie the firm belief of the committee that the g
relief work would be much more effective if the same es hand-
led, not only the relief contemplated to be furnished by the Gov-
omnt. but also the relief which is to come from the m-

tributed by the ten New York City institutions. Therefore the
committee strongly urges the Govermment to m a8 ﬁ‘ fiscal
mntcewmoh the oulimo has :;:.:ctt;:.. “ s
Trust Company, Messrs. Morganm, e o
& Oo., in Lonmdon, and Mesars. Morgan, Harjes & Co. %%ul‘n
sg Company in Parise. The selection of such agencies

.}ugrl for such work by the committee was mere

ones most available for the purpose. The
represented here are acting in entire co—oputiu. no one Wﬂ
to seek special enut for itself.

1t is higlu essential that the shipment is not complicat-
ed by any other features than solely relief features.

It may be asdvisable to take up some form of receipt, or
gome similar paper, to be given by the Govermment, of the nature
corresponding to & short form of bill of lading, to be givem by
the Government or by the Captain as master of the mn. 1nnutin¢
the consignor, who would be the Bankers Trust Company as agent,
eitizen of the United States, and ginm mnignoo, the w
Trust Company, & eitizean of the United s, stating that the
property consigned is solely a relief fund mim in its uae to
finaneing the needs of the holders of American travelers' credits -
all that to avoid the possibility of ite being construed a commer-
eial proposition and therefore involving possible contraband features.

' Thig letter is vritten. hurriedly, but to comply with your
wish that you have something from me before you tomorrow.

S Yours very truly,
: (Signed) Benjamin Strong, Jr.
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GOLD FUND CONTRIBUTED FOR USE IN CASHING TRAVELERS®
CREDITS ISSURD BY AMERICAN INSTITUTIONS AND BANKERS,
HELD BY TOURISTS IN DISTRESS ABROAD,

Minutes of First Meeting of
Hepresentatives of Contributars,
August 4, 1914,

A meeting was held this afterncon, at the office of
the Bankers Trust Company, at wiich the fodlowing were present:

Kessrs, W, L. Benedict, of Kiddér, Peabody & Co.,

James Brown, of Brown Bros, & Co,,

A, J, Hemphill, of the Guaraniy Trust c&mpany.
J. P, ¥organ, of J, P, Morgan & Co,,

Benj. 8trong, Jr., of the Bankers Trust Company,
Geo, C, Taylor, of the American Express Company.

The gentlemen present organized informally as a commitiee
with respect to considering the ways and means of transmitting ga}d
to England and Europe, to be used in connection with travelers'
credits for the relief of Americans now in England and Burope,

. Mr, Benj, Strong, Jr, presided at this informal meeting
and explained the following plan:

He said that he was advised that the Government was pre-
pared to dispatch the United States warship "Tennessee®, upon
which could be sent gold for use in cashing travelers! credits for
the relief of American tourists,

He stated that the Bankers Trust Company had available
5,117,000, in gold, which it was prepared to ship on such warship
in connection with the participation in such shipment by other
banks and bankers; that ten New York City banks or bankers were

ﬁggkggred to zo in pro rata on the basis of a contribution of
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$511,700, each, towards a total fund of $5,117,000., the Bankers
Trust Company to receive reimbursement from the other contributing
banks or bankers in gold.,

Er, Strong stated thgt the following ten institutions
were ready to so contribute:

American Express Company Guaranty Trust Company

Bankers Trust Company Kidder, Yeabody & Co.
Brown Brothers & Co, J. P, Eorgan & Co,
Farmers lLoan & Trust Co, Hational Bank of Commerce
First National Bank Hational City Bank

It was agreed that the gold so shipped should be in=-
sured, if possible, against all risks except war risks, the latter
being not obtainable, and that if it was found impossible to
obtain insurance to cover the entire risk, but enough to cover
more than one-half of the risk, in that event the amount not
covered would be pro rated among the ten institutions contributing
to the fund; but that if it was found impossible to obtain ine-
surance up to one-~half of the entire risk, no action should be
taken with respect to the shipment until a further meeting of the
cornmittee, The matter of obtaining such insurance was left to
the Bankers Truet Company and the American Express Company.

It was fuithsr determined that the gold should be de-
livered to the American Express Company for shipment on the
"Tennessee®, The Committee accepted ﬁr;.Taylor's offer of the
services of the American Hxpress Company, organizing a force of men
to supervise the shipment in transit and to accept delivery on are-
rival of the "Tennessee®, on the understanding that the American
Express Company assume no risk except that atfaching to its own
shipment, :

~ ¥r, Taylor stated that the force which he planned to

put in charge of such shipment would be wynder the direction of My,
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Henry Gee and Mr, John Grier, the latter of O, D, Barney & Co.,
and Er, Taylor's statement in that respect was approved by the
committee,

The Bankers Trust Company was appointed as the Hew York
fiscal agent of the fund, The Bankers Trust Company was e
powered as such fiscal agent to deliver to the American Express
Company the fund (or that part of it) to be shipped via
"Tennessee",

The Committee voted the fund, as contributed, should be
used for payments against travelers' credits, (i, e. letters of
credit and travelers' cheques) issued by American bankers or
banking houses and the American Express Company, or other
American institutions, in amounts necessary to relieve the needs
of the holders of such travelers! credits, the sole purpose of
the creation and sdministration of the fund being for relief so
to be effected through cashing such credits for the holders
thereof,

It was the sense of the committee that the determination
of the amounts to be paid against travelers' credits as presented
from time to time should bé as advised by a committee or commit-
tees organized under the auspices ol American travel ers abroad,
as approved by this commitiee at a later meeting, such committee
80 selected to be instiructed and authorized by this committee to
reject, in its discretion, any particular travelers' credit pre-
sented for payment, and in its diseretion to advise the fiscal
agents of the commitiee in london and Paris as to the particuler
travelers' credits which shall be cashed from such funds,

It was deemed wise at this time to make no publie

announcement,
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On the question of the liability of shippers and the
risk of loss, the committee was advised that there would be no
legal responsibility on the part of the United States Government
to reimburse the shippers in the event of loss of the shipment,
wmless some definite arrangement was made to that effect,

Tt was agreed that at a subsequent meeting of the
committee speeific inmtructions would be formulated and sent to
Er, Fred I, Kent as representing the Bankers Trust Company, re-
specting the dispesal of ithe fund,

It was decided to take up at a lateéer meeting the details

of the manner in which the ten Original Contributors and additione

al contributors were to be reimbursed for their contributioens,

It was further suggested that each contributor reeéive,
on payment of his cdntributicn, a certificate from the Bankrs
Trust Company as agent to evidence such payment,

It was the unanimous agreement of the committee that
Morgen, Grenfell & Co,., Brown, Shipley & Co. and Guaranty Trust
Company of New York be appointed fiscal agents of the Commitiee,
in London, and Yorgan, Hag;es & Company and American Express
Company such agents in Paris, and that such fiscal agents be
entirely free to act as the fiscal agents of the United States
Government in the distribution of the contemplated relief fund to

be sent agroad by such Government. v/

The Commitiee approved the recommendation hitherto made

by Er, Strong to the Administration at Washington, that the guar-

anty Trust Company of New York, Morgan, Grenfell & Co, and Brown, v

Shipley & Co. be appointed the special fiscal agents of the

United States Government for the purpose of the United States

e o Epljef fund in London, and that Forgan, Harjes & Co. and the
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American Express Company be appointed such agents for like pur-
poses in Paris; as it was the unanimous opinion of the committee
that both economy and efficiency advised that all contemplated
relief work be done through the same agencies,

Adjourned,
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HINUT® of a meeting held Vednesday, August 5, 1914, of
e Specisl Committee appointed to outline instructions in connection
with the application of the Geld Yund in eashing Travellers® Credits.

FRESENT: ¥y, Benjamin Styenyz, Jr., Chairmen, Kessrs,
Benedict, Erown snd Tayler,

The Chaiymen stoted that he bhad added to the membership
of the whole Committes, ¥y, Charles D, Nerion, ¥r, John ¥, Gardin,
of the Hstional City Bank, Fr, C, %, Agnew of the Farmers loan &
Trust Company end Ve, James 8, Alexander, representing the
Nationsl Bank of Cammerce, making » committee sonsisting of ten
members, with a representative from esch of the tom institutions,
thereafter to be known ag the “"Opriginal Contributers™,

The Chaircaunls sotion was spproved,

. 4n informal discusaion wae had of the suestions to be
settled in connection with the eashing of Travellers' Cheques
a8 distinguished from Letiers of Credit, and the ways and mesns
of the Geld Pund being reimbursed for the payment made from it
in cashing Tnmlm{mqm.

The rates of exchange te be fixed were discussed,

A preliminary memorandum was drafted and distridbuted
for consideration, thereupon the meeting WMQ un$il 2: 30
P, K,

At 2:30 P. ¥, the meeting reconvened with all members
of the Special Committee in atiendance.

There was submitied a memovandwm with refersnce to

Trevellers' Cheques and the aputé.x Committee recommended
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that both drafts drawn upon Letters of Uredit and Travellers’
Cheques should be eashed at the fixed rate of 4,90 per
pound sterling {the rate already fixed on Travellers' Cheques)
in order that both Chegues snd letters of Credit be put upon
parity,

The Speeial Committee azreed L0 recommend that
the expenses incurred in the administration of the Gold Pund
should be covered as follows:

FIRST: Upon the drafts dvawn against te lLetiers
of Credit by the holders thereof, the drawers of such
drafts should be asked on receipt of accommodation,
to agree by notation upon the drafts to pay the expenses
incurred by the Fand in cashing such drafts, in the
poriion in which the asmount paid on such drafts should
bear to the total smount of payments from the Fund
against Travellers' mﬁ”f. but irrespeciive of whether
or not the holders of such Letters of Uredit should so
sgree, the institutions, (contributors te the fund),
should pay the expense incwrred by the fund in :
such drafts in like preportions, and institutions net
contributors {0 the fund shouwld be invited to pay the
expenses incurred in cashing their drafts in like
proportions, ;

SBQOED:  Institutions issuing Yyavellers' Chegues
wio zre at the same time contributors to the fund,
shall reimburse the fynd for the expense incurred in
connection with eashi ravellers® Cheques by

finom the fund, {ssuers of Travellers' Cheques (not co%ﬁzefgugﬁsazlwill

be invited to reimburse in same way such egense as to
THIRD: 1In so far es the fund shall not bhe so

reimbursed as provided in “Pirst® and *Second®, the
contributorsehall be chargedwith the deficit mo ree-
sul ting pro rata to their respective contributions,

Heport was submitted to the Committee of the progress made
in obtaining inswrence and ths Speeial Cemmittes recommended that no
shipment should be made of eny part of the fund by the United Siates
Steamship "Tennessee® wnless the entirs velue of the shipment was
covered by all marine wisks, exclusive of war viske,

Yhe meeting of the fpecis)l Comsittee thereupon adjourned,
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EINUTES of = meeting of the General Commitiee held at
10:00 o'clock A. E, Thursday, August 6th, 1914,

YRESENT: Hessrs. Strong, Chairmen; Benediet, Hemphill,Brown,
Eorgen, Gardin, Amew, Alexander sad Tayleor, There were also present
Er, Hsrriseon, Counsel for the Express Company, and Messrs, Fay and
White,

The Chairmsn vead to the meeting, ; cable Just received
from ¥y, Fred I, Kent, making suggestions as to the method of
handling the gzold fund, snd eritieising suggestions made to him from
Kew York, The Committee voted that oQ far as possible, the instruce
tions as stated in such eable to ¥r, Strong should be carried out,
The Comrittee voted that ¥y, Kent de authorized to work out & vlan
of hendling the Jund, a2s he might see fit, under the aupervision and \
government of s london Committee %o represent this Commitieae, which |
should include in its membership a representative from lessrs,
Eorgan, Grenfell & Compsny, from Brown, Shipley & Company, from
Baring Irothers & Company, from Guaranty Trust Company of New York
(maintaining = branch in the City of London), and from American
Bxpress Compeny. Such Londen Committee should also include Henry King
Smith ae representing The Parmers Loan & Trust Company, Fred I. Kent
ag representing Pankers Trust Compsny, and Lawrence ¥, Jacobs as ree
presenting ¥ational City Bank (of New York), Hr, Strong snd ¥r,
m were authorized by the Committee to carry out the details of
instrueting ¥r, Kent as to the action of this Committes in such ree
speet,

The Chairmsn and Ev, Brown ioro suthorized io formulate
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the instructions of the Comsittee to My, Kent and transmit them either
by cable or by letter, bearing in mind provision, if posaible, fo
um reimbursement in Hew York fund, §mhle in Hew York City, for
all smoumnits of the fund wsed in ecashing Travelers' Credits,

¥r, Horgan anmouneed that he expeecied to have established a
gold Mt with his Paris fivas, Hessvrs, lorgan, Harjes & Company, in
the smount of 6,000,000, snd that he was willing to set aside for
the purposes of the Wumd, §3,000,000, of sueh $6,000,000, gold eoredit,
if the tenOriginal Centributers to the Fund would be willing ito hee
come Gontributors to sueh §3,000,000, on the smme basis on which
they had contributed to tha Fund to be sent to l.endon, Ali the
members of the Commitiee on behalf of the institutions represented by
them, accapied My, Kovgan's offer,

The Chairmsn outlined to the Committes the Special
Committee's recomsendations eamt#a rutes of exchange to be followed
in eashing tuavellers® oredits from the fund, znd method for reimbursee
ment to the fund for expenses to be incwrred, ete,, {(all as set
forth in the minutes of such Specisl Committee), which such Committee
hed sgreed upon st their mestings, held August 5, 1914, and such vee
comendations wers approved, :

The Cheirmsn snneowsed that insurance as yet had not been
effected, but the underwrilers were in conferance endeavering to
arrange for at least §3,000,000, insurance,

The Cormittee authovized hessrs, Taylor, Harrison and Fay
to confer with the Subeireasury sad formulate & receipt teo be given
by the Covermnment againsi the gold to be shipped via the "Tennessee®,

The Commitiee agresd that the shipment going via the
"Tennessee™ should be eseni %o the lLondon City and ¥Midland Bank, lLtd,,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

e B PR e T



3.

Lendon, %o be placed in its custody, to be held by such Back st the
disposal of the London Commitiee above mentioned,

A Yhe Chairman stated that the Govermsent officials hed
limited the number of agenis of the Committee ito accompany the
"Tennessee” siipment to five men, and such five men were thereupon
designated by the Committiee as follows:

Hessys, John P, Grier,

Henry %, lLewis,
Arthur R, Jones,

Eliot ,
Harvey ¥, Gibsen,
The Chairman was aulhorized by the Commitiee to give all
letters necessary sa e¢vedentials of such Tive agents,
The Chaimman was authorized to prepare an anmouncenent to
be given Lo the press and others interssted, Thereupon, the Uome

mititee adjourned until 4:00 ¥, E, the sams day,

The Committee at 4:00 F, ¥, reconvened, the entire Committee
except lr, Horton being present,

The Cheirman stated that in view of the probability of the
§3,000,00°, gold eredit to be established, for the Fund in Paris,
wiih Hesars, Forgan, Harjes & Company, it might be desirable to limit
the shipment by the ®*Tennessee® to §3,000,000, in gold,

The Committee thereupon voted to limit the shipment via the
*Tennessee” to §3,000,000,

The Chairmen stated that insurance to cover the entire value
of sueh shipment had been obtained, written in the name of the
Secretary of the Treasury of the United States, snd that the receipt
to be given by the Govermment agsinst such shipment provided that
such Secretary of the Treasury would hold such insurance for the

janned for B 4t of the Fund, Such setion was approved,
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The Chairman stated that word hsd just reached him Shat
afternoon (August 6) that the United States Government proposed to
make s freighit charge for tronsportiing the gold shipped on account
of the fund by the *"Tennsssee”, and that he was surppised at such
proposition in view of $he entire failure of the Governmmwent pree
viously %6 mention any such gharge, {

The Chairman mentioned thet he had been conferring with
w-rment of figials since ¥onday evening (August 3); that at |
Washington on that evening he had informed them of the §700,000, gold
shipment made by the Bankers Yrust Company then in transit; that iy,

Kent in London had been insistent to obtain for immediate use
$300,000, for reliof; thatthe Bankers Trust Company was willing te
divert from commercial uses to relief uses $300,000,, so asked for
by ¥r, Kent, out of the 700,000, shipment; such $300,000, %0 be
rveimbursed from the then proposed government apprepristion feor
relief use,

The Chairman stated =t 2)) conferences, whether held at
¥ashingtion or eover the telephone, snd in 2l correspondence, the
ﬁltﬁ character of the fund had been brousht to the government's
attention, : :

The Commitiee votled to aecnuiesce in the Covernment's present
inteniion %o meke s freight chsrge,but with the purpose to bring all
the facis to the Government's gstmum, shnwing the propriety of
remitiing such freight charge,

A form of preliminery memorandss outlining the control of
the fund by the Committee and the limitations of the visks ssswed by
the Ten Oviginal Coniributors, wss thereupen executed by all members
of the Committee on behalf of the institutions respectively reproe
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The original of such Memorandum was ordered filed with the
Chairman,

It was understood that counsel should formulate, in reason=-
able detail, a statement of the Plan rel ating to the fund; setting
forth the powers and authority of the Committee in the receipt,
transmission and disposition of the fund, to all the terms of which
the certificates evidencing contributions to the fund should state
that all contributions (whether original or additional) should be
subject,

The Committee was informed that the situation still required

an actual shipment to London, it still being impossible to establish

by cable a gold credit in London against an offsetting gold credit
set up in New York,

The Chairman thereupon stated that everything was in
readiness to effect the "Tennessee" shipment,

On motion the meeting then adjourned,
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Friday, Auguat 8, 1914.

MESSAGE TO THE SECRETARY OF THE TREASURY FROM
BEN JAMIN STRONG, JR.

In order that you may be fully informed, and particular-
ly of the arrangements respecting shipment of gold to London by
cruiser Tennessee and its disbursement there, I guote the following
cable sent to lir. Eent last night:

":Ecrsonally delivered three million dollers ia nll in
double eesgles to United States Assistant Treasurer on
tonight for relief Ameriecan holders of Travelers' Cheques and cni-
its and she has seiled, destination English port to be advised to
you later. All insured without wer riske. Gold sccompanied by John
Pe Grier, Henry We Lewis, Arthur 1. Jones, Elliot Tuckerman
Harvey D. Gibson as accredited agents New York Committee ‘.
ten instructions tor delivery gold to the London City u‘ 13d]:
Bank on deliver ield to them in England by United States Gov-
ernmente Commi! iu gsending written mgtmetim in duplic
to London City and Midland Bank, London, to place gold po S
of your lLondon Committee, incressed by adding representatives r
inated by Morgan Grenfell, Brown Shipley, Baring Brothers, Guaranty
Trust Company of New York, London, American Express Company, 8lsc
Henry King Smith, remaonting the Fermers Loan, and L. M. Jacot
oTe the National City Bank, all in Mn. I:Lﬁ roursel.

mmmttng the Bankers Trust Company. These appo: ar
ficial and necessary. Reimbursements of drafts W‘
eredits are to be in New York funds in New York a 4.*

est and all expenses when ascertained, amnd clause to m to
be endorsed on draft. Reimbursement in New York of ww ;
cheques is to be made at their face; payments to be made ex
ly to holders of travelers' cheques and credits, after ver
in usual way. All checks and drafts are to be cashed in
under direction of Londen Committees Checks and drafts are tﬂ h
forwarded to Bankers Trust Compsny for ccllection and reimbursement.
Endeavor to secure advance at once against gold in transit for such
amount ag you will require befere arrivale. New York Committee rec~
ommends moderate sdvance to each applicent. Committee's om
tection for repayment of advance is through collection d New Y
drafts and checks cashed in London. Committee is
is arranging to deposit three to six milliom gold f.er cmm Bank
of France, to be immedistely disbursed in Paris for similar purpose
theres. Particulars will be cabled you shertly, so that London Come
mittee may cooperate with Morgan Harjes. Necessity for depositing
balance of gold here to establish Paris credit reduced ship=-
ment to three million from amount originally advised. mm
Government shipment on Tennessee one million, five hundred thousand,
regarding which cooperate with Government officials in charge. Have
endeavored to conform as neer as possible to suggestions in your
latest cable. Hope above will fully meet situation. To authenti-
cate this duplicate will be cabled to Brown Shipley & Company of
London. Please compare.
| (8igned) Benjamin Strong, Jre., Chairmean.
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lMessage to the Secretary of the Treasury from Benjamin Strong, Jr.
continued -

The above message replied to a message received from Mr.
Kent that he must anticipate arrival of the gold by honoring all
good credits in London agasinst its arrival, which credits the banks
will held as collateral until the gold is received. He can arrange
at once to make payment on all good credits against the govermment
or general bank fund shipment. The hotels in London are doing
wondere in sdvancing credit but have reached their limit. Necessary
that he should have London Committee of bankers give assurance to
hotels that credite honored by them will be paid according to London
method when decided upon, sueh eredit at present only being used by
board. It ig his idea that the various London bankers on whom
credite are drawn should mske out the drafts im the regular manmer,
but to the order of the hotels which take them in settlement for
billse The banks will then certify such checks and the hotela will
thereby be assured that they can deposit them when cover is provided.
This will divide the work among the banks properly and prevent any
distribution of cash for boarding (this word may have been inte:
ed for hoarding) and will at once allow payment of mu
uoutlo Quot from ceble he says:

"Government gold would only be held pend ‘g ulmm col-
lection good credit and govermment would receive ¢
referred to as cemtcnqg from banks in mesntime."

He slso says that people have zbout cxhamu their re=-
gources and must have relief at once. We are having some in
exchange of cables, by reason of the censorship which we are &
the State hpwtnent to endeavor to eliminate by instruction e
to Ambassedor P;p We would appreciate Secretary lcAdoo's co~
omﬁion.

I am in receipt of definite advice from the London City
and Midland Bank, our bank correspondent in London, thet they have
released to kr. Kent seven hundred thousand dollars of gold, which
I sdvised Secretary McAdoo and Seecretary Bryan on Monday last we
would endeavor to place at the disposal of the goverament, and 1
assume thet Mr. Kent hes met the emergency in London by the use of
considersble of this gold in advance of its arrival, and of
the arrival of the gold shipped on the Tennessee by the Govermment.
It is guite possible that this gold has been used to complete the
credit of three hundred thoumg dollars which Mr. Kent arranged
foﬁ: a:ulwlor Basa. 1 em, therefore, sending Mrs xcnt the follow-

cable:

"Government shipping million half gold on Tennessee. Un-
derstand will be disbursed in a«a:aﬁon with your committee by of-
ficers in charge. This includes three hundred thousand made
aveilable to Ambassador Page by State Departments Wire immediately
if further instructions on that matter are required. Hope every=-
thing now in good shape."

In order that reimbursements may be effected, either to
Mre. Kent or to our London banks, to whom the gold was consigned, it
will be necessary for the State Department to cable explicit in-
structions to Ambasssdor Pege &nd convey instructions to the repre-
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liessage to the Secretary of the Treasury from Benjamin Strong, Jr.
continued =

gentatives of the Govermment in charge of the Govermment go
by Tennessee to apply =o much of the million, five

dollars of the Tennessee gold to the repayment of whatever amount
was used out of the seven hundred thousand deollers of gold placed
at the disposal of the Govermment, pending arrival of g:uww

I am thie morning advised that the arrangements for the
disbursement of the oredit arranged with the an of Franece, ﬁt?
Je P. Mox, &@ma‘l&m Harjes & are sub tial-
ly completed. The money is being di lﬁ
respect of the method of cttoctinc uabumtl at Paris %\n
conveyed to Secretary McAdoo just as soon as they are compl

I believe it is exceedingly important that instructions
be conveyed to those in charge of the gold shipped by the m
ment on the Tennessee, m«mgmmtw and P
rangement which was in course completion when the
ed, will be perfected and in complete operation by the
their arrival, and further instructing them to limm’ of
this machinery and cooperate with the London and Ml ‘

At our meeting inmm‘tonw?nightl asked the
Secretary of State if arrangements ¢ 1irni
2?:;::10: of th; h?mmc with m:xm illl:: ﬂt :
various foreign governme respect
tion of belligerency or contrsband might arise. While i:!:
York regard the possibility of difficulty on this score as °
mote, we do feel that it must be covered. Might not this be
by wireless communication if it was not covered before the iser

sailed?

BEN JAMIN STRONG, JRe
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Very truly yours,
(Signed) BENJ. STRONG, JRe
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For the purpose of discussing the general situation, the Federsl
Reserve Bonrd invites you to attend a conference of Dankess represent ing
the Federal Reserve cities, to be held at its offices at the Treasury
building, at Vashington, Friday, Sept, 4th at oleven o'clock. It is
suggested ‘that each Clearing liouse Bend two dologates reprosenting both
Vational mnd State institutions. Plense telegraph promptly names of
delegntes.It 1s desirable that your representative bring nlong the latest
condensed statement of your Clearing Bouse institutions so ss to be ina
position to impart such Information as he may feel free to give. '

~_The Federal Reserve Board is desirous of ascertaining as nearly
=8 possible the amount of the present United States eash indebtedness to
Europe nnd mmturing obligations, and vice versa, similiar indebtedness of N
Burope to the United States. - Any information that you may be able te e 1
collect in this respect coverimg your own district will be mpprecinted. Tt |
le suggested that you ask Mr, Seth lLow and F. R. Towne to act with you as a H
local committee, which, by eirculsr or through the press, would eall promptly
for such information, which, of course,will have to be treated as confidential, '
The names of foreign debtors or creditors need not be given, but the amount
and charncter of the cred!t and debit balance or maturing obligations in |
- dollurs or in foreign exochange. It ls probable thnt at the Washington meet- i
1

ing n cormities will be organized to study the question and te give mdvice
as to which debts nre covered by moratorium and as how to deml wlith those that
are not coverad. i . :

LY
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GOLD FUND COMMITTEE
NEW YORK CLEARING HOUSE ASSOCIATION BUILDING

NEW YORK CITY

APPLICATION FOR CHECK

No,

NQT TO BE FILLED IN BY APPLIGANT

The undersigned submit the following application for CHECK ON LONDON su@}t to the rules of the

(WHEN APPLYING FOR CABLéS USE OTHER FORM)

19

N
GOLD FUND COMMITTEE. &
NAME AND ADDRESS OF APPLICANT
)
)
N
STERLING AMOUNT DESIRED (IN WORDS) s@" SAME AMOUNT (IN FIGURES)
N
O
STATE BELOW NATURE OF TRANSACTION TO BE COVERED BY BXCHANGE APPLIED FOR $SEE OVER)
&
By
AN
N
<

CHECK TO BE DRAWN TO THE o&ﬁ"n OF

)
DELIVERED OR Fonwmam-:n‘éﬁ§ E

)
or

IF APPLICANT IS NOT_%§

WOCATED IN NEW YORK CITY. STATE NAME OF THE NEW YORK BANKING INSTITUTION THAT HAS BEEN INSTRUCTED TO
MAKE PAYMEh FOR THIS EXCHANGE, IF ALLOTTED, AND TO WHOM NOTICE OF ACCEPTANCE OF APPLICATION MAY BE GIVEN

REMARKS

WILL PARTIAL ALLOTMENT AUTHORIZED SIGNATURE OF APPLICANT

BE ACCEPTED

SPACE BELOW RESERVED FOR USE OF GOLD FUND COMMITTEE

CLASSIFICATION

DISPOSITION

AMOUNT ALLOTTED [ RATE $

CHECKED DRAFT NO.

COMPARED

REGISTERED

APPROVED
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The Purpose for which the Exchange applied for is wanted should be fully explained.

A. Indebtedness covering imports of commodities.
B. Corporate obligations; principal, interest or dividends due abroad.
C. Bills representing money borrowed.
D. Other purposes not mentioned above.
State on the reverse hereof under which of the above headings this ap-
plication may be classified, and explain fully the nature of the transaction to

be covered by the exchange.
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WHEITAS, in the jJudgment of this conference the chaotie
conditions in ouwr international trade resulting from the y

suiden outbreak of Duropean War have created an unprccedented :
national problemy, to the solution of which there should be l
brought imediately the united strength of the government
and of the entire banking system of the country; sad

WHiRBAS, it is of the very highest importance that the
publie and private credit of the people of the United Jtates
should be fully maintained, and, in order %o maintain such
eredit it is imporative that the people of the United States
should moet thelr public cad private obligations sbroad as
they become duej thersfore, be 1%

RENOLVED, that to the end that the resources of the
United States may be made effective for the purpose of pay=-
ing the foreign obligations of owr citizens, the Secrctary
of the Treasury appoint & committee from tuo delegates to
this moeting, vhich committee shall at onoe confer snd report
their recommendations to the Federal Reserve Board; and

RESOLVED, that if necessary, such comnittee shall ar—
range for the sppointment of committees by the clesaring
houses of the various Reserve Clties of the United States

to sccomplish the objects stated in this resolution.
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WHEIFAS, in the judgment of this conference the chaotic
conditions in our international trade resulting from the
sudden outbreak of European War have created an unrecedented
national problem, to the solution of which there should be
brought immediately the united strength of the governuent
and of the entire banking system of the country; and

WHFREAS, it 1s of the very highest importance that the
public and private credit of the people of the United States
should be fully maintained, and, in order to maintain such
eredit it is imperative that the people of the United States
should meet their public and private obligatioms abroad as
they become duey therefore, be it

RESOLVED, that to the emd that the resources of the
United States may be made effective for the purpose of pay-
ing the foreign obligations of owr citizens, the Secretary
of the Treasury appoint a committee from the delegates to
this meeting, which committee shall at onge confer snd report
their recommendations to the Federal Reserve Board; and

RESOLVED, that if necessary, such oomltt“ shall ar-
range for the appointment of committees by the clearing
houses of the various Reserve Cities of the United States

t0 sccomplish the objects stated in this resolution.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis . . o .. g



<_

Digitized for FRASER
http://fraser.stlouisfed.org/

n-uligex;;n-

Arrange with the Treasgury Department thet we get firgt call on as meny gold bars
and aa much nowly minted gold coin as possible. Bars are preferahle,

Arrange, by cable, price of gold with Bank of England and negetiats arrangement
thath gold will be returned when exchange rateg wgqnt.

Arrange with the express companies for special rates, if possible, on shipments
of gold to Ottawa, N

The initial shipment to ba for §15,000,000 to $20,000,000,

Arrange, by cable, for the oponing of accounts with & mumbor of the lesding
Lendon banks, possibly five, favering those which have extensive dealings with America,
The following seem desirable, im the order nsmeds=

» London City & Midland Bank, Ltd,

» lloyds Bank, Ltd, .

o Parr's Bank, Ltd,

o Union of London & Smithe Bank, Lud.
London County & Westminster Bank, Ltd.
Hational Provincial Bank, Ltd,

Capital & Countios Bank, Ltd,
London Joint Stock Bank, Lgd.

Negotiate to obtain mest favorable rate of interest on balancea.

The accounts are to be opemed wndor the following titlete

"Absrt H, Figgin Francig L, Hine
Williem Woodward Benj amin Strong, Jr.
J. 8, Alexander ¥, A, Vanderlip

Je H. Vallage

as a Coomittee for certain banks in the
United States, contributors to a gold fund."

File specimon signatures of membsrg of the Comnittes with the Londen banks with
whom sccounts ars to be established, and arrange that checks are to be signed jointly by
any two members of the Committes,

Arrange for the protection of cable messagos by test word or teat number, This
should be dome immediately,

Digtribute proceeds of initlal gold shipment smongst the several Lomden accounts
oponed,

Draw up nocessary forms, drafts, advices, recerd forms, ote, Arrange for
suitable quarters in the Wew York Clearing Houge and for a elurical force and for the
sérvices of 2 compstont Foreign Exchange men to carry out the instructions of the Committe
and to spupervise the keeping of all rscords,

The Committes ghould meet each day to receive applicatioms for exchengs, Zach
application should apoeify the need therefor, and the Commitiee ghould determine what
applications should b granted and whether in full or in part. Exchenge requirements may

Haturity of indebtedness for commoditics purchaged abroad;

laturing corporate oblizations;

Maturing finence bills;

Honey due for securities sold hore on European accoumt but not yut delivered;
Foreign balances in hands of United States banks and bankers.

Consideration should be given to the relative merits of thsse various class=g of indebted~
ness. Whensver possible, meturing finamce bills showld be provided for by megotiating
sirilar bills and othor forms of indebtedness should be similarly provided for when
pesaible, thereby making it neesassary to provide payment only for puch obligations as
would not be remowed under nommal conditions and for such smount of oth:r ocbligations as
cannot be renmewsd under pregent eonditions, the purpose of thig fund being to facilitate

@ returmm to normal conditions in the exchange market.

Propor forms should be prepared te be followed in applyig for exchange either
by mail or telegraph. '

It might be well for the Committes.to fix a maximum amowmt of sxchange that
should be sold in ome weok but possibly not advisable to smanowmce the smounts so fixed.
A limit of, say, £1,000,000 might be fixed for the first week and a larger smount the
socond week, but it would probably net bs advigahle to sell in excess of £2,000,000 in
one week, ,

No single gale ghall be for a gmaller amowmt tham £1,000,

Rateg st which exchange will bo sold will be fixed daily, and should be current
market rates or a fraction lower, say #’ per Found;

2

Bids will be received, but if, for moderate requirements, oxcegsive retss are
bid, the applications ghall, if granted, be at current rateg,

Payments for exehm:ﬁv shall bhe made before drafts ars deliversd or cables gent
end shell be made by certified checks on New York banks.
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: All applicotions, whethsr granted or rejocted, should be recorded and the rseord
kopt available for ready reference by sny pergon sntitled to such information,

. The Committes regerves the right to reduce or rejeet eny and all spplications

Proceeds of eales should bo depesited to the credit of ths Committee with a
New York bank, subjest to interest at Zi. Repayments to contributing banks should be
made at frequent intervels end as often as $i,500,000 hecomes available, The reeceipts
issued %o comtributing hamks are to e held by their New York correspomdents, to whom
umwum.uhmmwmmmﬁaamm%

M.mmﬁtuhmmsmhmtitmmmmymuwnwu

uhqumdmmmm.muaamunmzmmmu

Y The Cormittee will mot purchase exchmmge, will not seek profits amd its alm will
:h&ﬁmth-M%tmmlmhmﬁluﬁmﬁMnmnubd
mm"

\




The Gold Fund Committee announces that it is now prepared to receive applications
Zor checks on London, which must be made on foms which may be obtaimed on application
at the office of the Committee in the New York Clearing House Building, or from any
member of the Committee, as folleows:
Albert H. Wiggin, Chairman,
William Woodward,
Jdo Se Alexander,
Franeis L. Hine,
Benjamin Strong, Jre,
Frank A. Vanderlip,
James N. Wallace.
Applications will be comsidered by the Committee daﬂy,‘ commencing Friday, October
2nd (Saturdays excepted) at am hour to be fixed by the On’nlttn. which, wnéil farther
notice, will be 3.30 P.li., and applications must be filed with the Committee not later

than noon of the day on which they are to be considereds

The Committee will notify promptly its decision as to applications,with the rate
to apply as to these favorably acted upon. Payments for amounts allotted must be made
not later than 10:30 A.M. on the following day by certified checks drawn to the order
of "Gold Fund Committee” on New York banking institutioms, and failure to make such
payment prior to thet hour will be considersd a rejestion of the allotment.

A later announcement will be made when the Committee is prepared to sell cable

transfers.
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Washington, September 19, 1914,

To the HONORABLE THE SECRETARY OF THE TREASURY
and the
FEDERAL RESFRVE BOARD,
Gentlemeng=
Referring to the recommendations contained in our commmication of
September fourth,
We have, in compliance with your suggestion, given further consideration

to the present internmational exchange situation, teking into account the changed

conditions arising from the completion of plans for meeting the obligations of the

City of New York peayable in Europe.

This Committee is of the opinion that the continuance of the high oredit
of this country abroad will be demonstrated, and that normal conditions of the foreign
exchange market will best be re-established, by the prompt creation of 2 large gold
fund for export if necessary as suggested in our former report. We, therefore, re-
commend that the Central Reserve and Reserve City Banks of the United States (both
National and State institutions) be requested to contribute to a gold fund of
$100,000,000 instead of $150,000,000, as originally proposed. Of this amount,
$26,000,000 should be mede immediately available. The administration of the fund
should be conducted in the City of New York, by & resident committee, where the prin-
cipel foreign exchange transactions of the country take place, and we mgg-elt that the
rec annendation of the Clearing House Association of the City of New York for the appoint=
ment of the following gentlemen as such Committee be approved, namely;

Albert H. Wiggin, Chairman
William Woodward,

Je S« Alexander,

Francis L. Hine,

Benjamin Strong, Jre

Fe Ao Vanderlipe

We propose to arrange the details of the plan of administration with the New York
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Committee so that the requirements of all parts of the United States for foreign ex-
change will be fairly and impartially dealt with, and we suggest, in the event of any
complaint on the part of any contributor to the fund in connection with the distribution
or use thereof, your Board shall appoint a committee of bankers to pass upon any such
question, whose decision, under such rules and regulations as you may prescribe, shall
be final.

We further recommend that fhe Naetional and State banking institutions in the
Central Reserve and Reserve Cities of the United States be requested by you to contri-
bute to this fund, due regerd being given to their present holdings of gold as recently
ascertalined by your direction.

As recammended in our report of September fourth, we believe that a committee

representing the Clearing House Association of each Central Reserve and Reserve City

should apportion in its district the amounts and supervise the payments of gold or gold

certificates for the creation of this fund; and we, therefore, suggest that you address

a letter to the chairmen of the Clearing House Committee in each of these cities re-
commending the appointment of such a committee, urging prompt cooperation in this plan
and stating the amount of gold which you may consider to be the proper quota toc be
furnished by that city.

In order to facilitate the transfer of gold or gold certificates to
New York by the contributing m, it is recormended that they be permitted to deposit
their contributions with the nearest Sub-Treasury of the United States, and that all
expenses incident to transfews, whether made through Sub=Treasuries or otherwise, shall
be an expense of the fund and shall not be borne by the respective contributors,

The Committee representing the New York Clearing House Association
should have authority to call upon the contributors for gold or gold certificates from
time to time in instalments as required (provided, that the contributors shall not be
called upon to pay any portion of an instalment which may make thelr investment in the

fund at any one time exceed twenty-five per cemt. of their original comtribution) to
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arrange for shipments of gold to other countries, to sell exchenge and cable trans-
fers against such shipments at such prices as they mey fix, to determine to whom and
under what conditioms foreign exchange may be sold, to distribute the proceeds of such
sales among the contributing banks in New York funds, and to fix a date for the ter-
mination and final settlement of the fund, We, therefore, recommend that the gold or
gold certificates be deposited in trust for the contributors in the vaults of the
Clearing House Association of the City of New York, subject to the control of the New
York Committee, and that such Committee issue to each contributing bank a certificate
evidencing its contribution. The proceeds of sales of exchange may then be distributed

by the Committee among the contributing banks in New York funds and the amount of such

repayment endorsed upon sach certificate.

We have recommended that contributors to the fund be confined to the banks
and trust companies in the Central Reserve and Reserve Cities so that institutions
which are members of the Federal Reserve System may make their payments at the time
of the 'organization of the Federal Reserve Banks out of their own cash,

We attach forms of pledges to be signed by contributing institutions and
certified resolutions to be passed by their Boards of Directors or Trustees, In case
the plan should meet with your zpproval we respectfully suggest that you enclose coples
of these forms in your letter to be addressed to the Presidents of the Clearing House
Associations. »‘

Respe‘?‘gmlly swbmitted:
(Signed) eseeeeJAS. Bs FORGANge++CHICAGOesssss

e

" essssseLEVI Lo FUE, PHILATELPHIAceese
" seeees ¢ BENJAMIN STRONGe JRe NEW YORK.
" seeoeeoTHOMAS Pe BEAL,BOSTONesssesses
" ¢eseessSOL WEXLER, NEW ORLEANSeesseee
Committee,
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Bexking institutions in mm00000000000000000’ 7504000
Httshzﬁ.......u..o 590004000
Portland, Ore ccecceece 135004000
Pueblocccsccscccccccoe 1004000
Riclmondeceseccccccsce 7505000
Salt Lake Cityeeccecoe 250,000
Sem Antoni@cccsceccsee 150,000
San Francisc@ceccecceo 3.500,000
SavannsBeccececsccecse No returns.
Seattleccecccccscceses 750000
Sioux Cityececcecccsce 1004000
Bwﬁ m....ooo.o. " ““mc
SPOKAN@cssscsvcssscese 5004000
Ste Joseplescscccscese 150.000
st. IIMI.............. 1.000.000
Tag0mMBecccccsooccccces 2504000
TopekBocccssscesccccse 504000
VWat0sescseocoscsoscscse 504000
Washington, DaCe secee Ho returns.
mm.‘ ®0engeoenonned 50'000

These amounts (exclusive of cities from which no figures have been received and whose
contributions, therefore, could not be estimated), if all contributed, would produce a
fund of $108,360,000, and we suggest that any amount pledged in excess of $100,000,000
ghould be applied to a pre rata reduction of all contributions to the fund.

Respectfully submitted:

0000000000000 CNCRI000000CQNGOGISIOSOOIOIBRGOETS
9000000000000 0000000000000000000000
000000008000 00000000000000000000000

2000000000000 0000000000000 RRdsRIOES

Committee.
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Weshington, September 19, 1914¢

To the HONORABLE THE SECRETARY OF THE TREASURY
' and the
FEDERAL RESERVE BOARD.

Gentlemen:

Referring to our report of this date:

We have made the following calculations of contributions to a fund of
$100,000,000, tased upon the figures submitted at our meeting today, and suggest
thet you adopt them in case you approve the plan and decide to carry it cut:

Bamking institutions in New York Citye....«$45,000,000
ChicagOescesssssse 16,000,000
Philadelphisesecesce 8,000,000
BostoNesesecsssese T79000,000
Ste LouliScecesnsess 5,000,000

Albanyeescecscose oo returns.
Atdantacescococase 500.000
Bﬂltil@ﬁ.....u.- 1.000’000
Cedar RapidSecesee 50,000
Cincinnaticesecses 1,500,000
Cleveland.eccecees 1,750,000
ColumbuSessscoccce 500,000
Dallaseeeccscccssse 500.000
Denverscsscesssces 1,000,000
Des MoineBeeeccossos 200,000
mtmit.....‘..... 'm.mo
DubuUgUec e e e osceel0 returns.
Fort Wortheeecooeo 50’000
GalvestoNeececonee 100,000
mton......"..l. sm’wo
Indianapoliscecesae 500 ,000
Kansas Oi'by, .- PPN 1.000.000
Kansas City, ¥an..No returns.
Lincoln, Nebe=-~~-- 50,000
Los AngeleScsceccce 1’000.000
Ioulsvilleccsccecoe 500’000
Wilwaukeescesescoses 1,000,000
nmo:.i'- ersecce 1|25°'00°
MuEko888eccsovs0sse 50,000
New Orlecan@ccccesecs 600,000
Oklshoma clt’on-.oo 100.000
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The undersigned Banks and Trust Companies hereby subscribe to a
fund of One Hundred Million Dollars, to be payable in Gold or Gold Cer-
tificates, and to be held and administered in accordance with the terms
of a report dated September 19, 1914, made by a Committee representing
Central Reserve and Reserve City Banks of the United States, a copy of
which report is attached hereto. The amount pledged for contribution
by each of the undersigned institutions is set opposite the signature
of a duly anthorized officer theresof affixed hereto, and such pledge

is made by anthority of a resolution of the Board of Directors of Board

of Trusteea (or a duly anthorized Committee thereof)of each of the
mr.w.

Name of Bank or Trust Coupany s Apount of Pledge

[ AR EEENEEEEEENENEN BN EENRE N E NS RS R RN NEEREENRNEENRENENRNESEERERNEEERER B NENEENRESRRERH}N ]
-
.
(A A R N R NN R Y R R R R N R R R R R R A A A A R A A R A A R A R A A A N A A R A A
(AR R R R R E N RS AN B RN RN EE AR R R R R R R R R S RS R AN R AR R R A R R E R RS R R AR R E R A A A R R A R B S A A R 22
00000V EDOOEPPPOETOBOVENORsO0000090000000000°0000000RFMPIRRIOBAIROIROLOSIOROIOSRLRSY
0000020000000 000020000200 00000000000000000CRMPOLOLIRRPCIRICIOIYROIROOIRSIBRORRRORSS
002000 0RO P00OO0POPPRPRNNERROPRRNRLOROEPOIOGRNONOIRNCEROORIOPNODOOIOIOOREROLOOINOOOSOBOLNOOLRRONOOS

900 0000000000000 0CR0CRCCOLRORRRERPOOBROIOISTORPROOOILRABOIRIROLAIIORRASOOIROILOOIRGROIOGPOIOIOROOS

P00 800000000 RN0000RP000OPOROORRDRORRRRRIROOIBOOGIOOSAPRAOORECDROAIGOIRNDOROAOOIBDODOIDROOSOS
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ssscssscesseseBANI, esosssseseny s@tooocooo 1914,

On motion, 1t was resolved that the President, Vice-Presideant, Cashier or Treasurer,
or any one of them, be, and he hereby is, authorized, in behalf of this bank (company] te
subseribe Dollara, payable in gold or gold certificates, to a Gold
Fund to be created and administered in accordance with the terms set forth in the report
of the Committee, dated September 19, 1814, appointed by the delegates to the conference
of Clearing House Associations of the Central Reserve and Reserve Cities held in Washington
on September fourth, which Committee recommended that a geld fund of One Hundred Million
Dollars be contributed by the banks (both National and State institutions) located in sudh |
cities, daid report having been approved by the Federal Reserve Bosrd as set forth in

their letter of September , 1914.

I hereby certify that the above is a true extract of the mimutes of a meeting of the
Board of Directors or Trustees or of a duly authorized committee thered of the r
eecessessssssssonsssssscecsese Neldescsssccsscaccsnsccccny SEPLEMDEr oeseey 1914. M

9000000000000 0000000000000000000

Secretary of the Board.

(Seal)
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hwm, D. c ey
Septembar s 1914,
Chairman of the Clearing House Association,

We enclose coples of reports of a Coomittee appointed by delegatea from the
Clearing House Associations of the Central reserve and Reserve citises to the Conference
of September 4th, which recommend that a gold fund of one hundred million dollars be con~-
tributed by banks (both national and State institutions) located in such cities. The
recommendations of this Committee meet with the unanimous approval of this Board, and we
recommend that in accordance therewith, your Association appoint a committee to secure
pledges for contiibution of gold or gold certificates to the fund by the national and
State imstitutions of yowr oity, sggrepating § o Wo deem this amount the

proper quota to be contributed by your city based upon the holdings of gold and gold
cortificates by the banks of the Central Reserve and Reserve cities, as recently reported

to use
The prompt payment of obligations payable in European countries by banks, cor-

proations, firms and individuals of the United Stgtes, is eessntial to the maintenance
of the orddit of our country and the further development of our commerce. Such action
will restore confidemce and relieve the business commmity from the heavy burdens under
which it now labors, in consequence of the prevailing high rates of exchange. The
evidence of the ability and desire of American bankers to furnish the means of discharg-
ing the foreign debts of the merchants and mamufacturers of the United Statea will re-
open avemues of oredit and facilitate the payment of this country's foreign indebtedness
through the export of its productse

We would request that you secure the necessary pledges for contributions, ao-

companied in each case by a duly eertified resolution of the board of directors or
trustees on the forms enclosed, and returan them to the Secretary of this Board so as to be

in his hands not later than October lst.

Respectfully,
Secretary. Governor.




The following statement of Uash Reserves is based upon the report of the Gomptroller

of the Currency. showing the condition of Hational Banks on December 8, 1907.

gash
Gentral Rosorve 613108~  yuoumirea

Wew York City.
mo&@o-.oco.
Ste LOomtiBecsve

Reserve Cities-

BostoResscvnsoe
nw.-.toctoto

anynooo-ovo
Philadelphia...
T ——
Baltimor®@esacse
Woo'.o
Savermahessecse
How Orleanse...
Loulsvilloesess
moooocoooO
Port Vorthe....
Galvestonesosas
nm“u‘l......
Sa!l mtmo.-..
mo...'.".'..
Cincinmati.....
Cleveland......
GolumbuBe coceen
indianapolis...
hmitooooo..t
Hilwaukeeeesose
Cedar Rapids...
bes Moines.....
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September 24, 1914.

Hone ¥. G. Hoddoo,
Jecretary of the Treasury,
Vashington, e J.
iy dear lr. Seeretary,

The enclosed statement will be illustrative o the oriticism
which you made to me by telephone yesterday of the attitude of certain banks
in regard to their reserves, and will give in condensed form a concrete
illustration of the facts upon which your statement of yesterday seecms to
have been based.

The enclosed figures were compiled in our office last Decomber,

in connection with certain information we were asked to prepare bearing on

the new Federal Reserve Bank systom.
We have first figuwred the exact amount of cash reserves that Contral
Reserve city, Reserve city, and country banks (by States) were required to

keep in their own vaults in order to comply with the reserve law, besod upon

?)ﬁ‘?

the amount of deposits reported as of December 3rd.!'lIn the next columm we !

showed the actual amount of cash reserve held by the banks in their own vaults.
The results show that, while the banks in the three central reserve cities were

$32,397,000. deficlent in their resorves, the banks in the reserve cities were

over $11,000,000. in excess of their reserves and the country banks held
$113,840,000. in 8xCos8 of legal reserve reguirements, being no less than ‘/
76% in excess of what the law required them %o hold. These country banks

could have carried an average oxcess reserve over their legal requirements

of 54%, and the balance divided among the three contral reserve cities would

have msde up the entire deficit of $32,000,000.

This is the primary cause of high money rates in the banking centres.
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Boston is charging 7-3/10% interest on Clearing House loan certificates;
Chicago, I believe, 7%; New York &f. 1 doubt if any New York institution
is charging more than 6% to any of its regular customers on either call or time
losns, notwithdtanding that 6% involves a loss to such of the New York banks
gharging this rate as are obliged to use Clearing House loan sertificates to
settle their debit balances.

it is a fact, however, that some of the banks are charging as high

as 8% on stook exchange collatersl loams. This policy has created an
ingentive for brokers to strengthen their position by calling upon their

:
ecustomers for cash payments, which could not have been created by any other *l
method. So far as I can discover the policy is not & uniform one, nor do I J
¥mow of complaint being made by the brokerage houses that the rates charged them 1‘
are too high. They, of course, are able to recoup themselves by charging & |
corresponding rate to thelir customers.
This matter of interest rates is, of course, one of policy which ’
geems 0 be open Lo argument on both aides., I feal cortain, however, that
the Hew York banks as a rule have not taken unfair advenbage of their customers,
and that the consensus of opinion among the stock exchangs houses, who sre the
ones that are paying the high rates, is one of grateful apipreciation to the
banks for their efforts to smr; them from what might have proved to bo & real
disaster.
I am prompted to send this letter by the terms of your statement in
the morning papors. which appeals to me very stronglye.

Yours very truly,
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UNION

RGE W. E. ATKINS, VICE-PRESIDENT NEWCOMB CARLTON, PRESIDENT BELVIDERE BROOKS, VICE-PRESIDENT
{ECEIVER’S No. TIME FILED . CHECK
{
SEND the following Telegram, subject to the terms Novembe r 9' 1914,

on back hereof, which are hereby agreed to

NIGHT? LEZTER

Hon. Wp Ga MoAdoog
Secretary of the Treasuryy
Washington, D. C.

Atter MLnamion with Viggin believe comsiderable risk thet New York subsc-ibers
ta(“tton \M msy attempt in some cases to withdraw from present obligation

1 effors is mede to inorease smount. This msy not be trke a little later, but

am reluctantly obliged to recommend following %ﬂ's advice that nothing be

dome just now to obtain additional omitmentA He is willing to make another
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GEORGE W. E. ATKINS, VICE-PRESIDENT NEWCOMB CARLTON, PRESIDENT BELVIDERE BROOKS, VICE-PRESIDENT

RECEIVER’S No. TIME FILED CHECK

SEND the following Telegram, subject to the terms
on back hereof, which are hereby agreed to

Hovember 4, 1314,

Hon. W. G McAdOO.
.‘.Vanhinghon. Ds Co

Would appreciate telegraphic advice t oday 1f possible of total amount
now pledged for cotton loam fund. At meeting of New York bankers
tonight will discuss this matter.

Benjamin Strong, Jr.

Charge Federzl Rescrve Bauk)

1
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ALL TELEGRAMS TAKEN BY THIS COMPANY ARE SUBJECT TO THE FOLLOWING TERWM

To guard against mistakes or delays, the sender of a telegram should order it REPEATED), that is, telegraphed back to the originating office for com Auli,
For this, one-half the unrcpuvnwd telegram rate is charged in addition. Unless otherwise mdmat,cd on its face, THIS IS AN UNREPEATED TELEGRANM AND
PAID FOR AS BUCH, in consideration whereof it is agreed between the sender of the telegram and this Comp'u]v as follow

The Company shall not be liable for mistakes or delays in the transmisgion or delivery, or for non-delivery, of any REPEATED telegram, bevond the
mnount Ae(en ed for sending the same; nor for mistakes or delaysi in the transmxssnon or delivery, or for non-delivery, of any RE PEATED t ram, beyond £ times
the sum receiv ed for sending the same, unless specially valued; nor in any case for delays arising from unav oidable interruption in the woe king of its line or for
errors an cipher or obse ul(‘ telegrams.

2. In any event the Company shall not be liable for damages for any mistakes or delays in the transmission or delivery, or for the non
gram, w wised by the negligence of its servants or otherwise, beyond the sum of FIFTY DOLLARS, at which amount this te
a greater stated in writing bnreon at the time the telegram is ofiered to the Company for tr"n~m 3
on such 1e equal to one-tenth of one per cent. thereof.

. 3. ! Company is hereby made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when necessary o
reach 113 de: UHUUI).

4, Telegrams will be delivered free within one-half mile of the Company’s office in towns of 5,000 population or . and within one mile of such office in other
cities or towns. Beyond these limits the Company does not undertake to make delivery, but will, without liability, at the sender’s request, as his agent and at his
expense, endeavor to contract for him for such delivery at a reasonable price.

No responsibility attaches to this Company concerning telegrams until the same are accepted at one of its transmitting offices; and if a telegram is sent to
ce by one of the Company’s messengers, he acts for that purpose as the agent of the sender.

6. The C mmﬂr\ will not be liable for damages or statutory penalties in any case where the claim is not presented in writing within sixty days after the tele-
gram 15 hlml with the npany for transmission.

. No employee of the Company is authorized to vary the foregoing. THE WESTERN UNION TELEGRAPH COMPANY

INCORPORATED
NEWCOMB CARLTON, PRESIDENT

'y, of this tele-
by valued, unless
d or agreed to be paid based

sther

on, and an additional sum pa

such ¢

CLASSES OF SERVICE

TELEGRAMS Telephonic delivery permissible. Day Letters received subject to
A full-rate expedited service. express understanding that the Company only undertakes delivery of

the same on the day of their date subject to condition that sufficient

NIGHT TELEGRAMS time remains for such transmission and delivery during regular office

Accepted up to 2.00 aar. at reduced rates to be sent during the hours, subject to priority of the transmission of regular telegrams.
night and delivered not earlier than the morning of the next ensuing
business day. NIGHT LETTERS
DAY LETTERS - Accepted up to midnight for delivery on the morning of the next
A deferred day service at rates lower than the standard telegram ensuing business day, at rates still lower than standard mvht telegram
rates as follows: One and one-half times the standard night letter rates, as follows: T he standard day rate for 10 words shall be ch‘mrcd
rate for the transmission of 50 words or less and one-fifth of the for the transmission of 50 words or less, and one-fifth of such standard
initial rate for each additional 10 words or less. Subordinate day rate for 10 words shall be charged for each additional 10 words or
to the priority of transmission and delivery of regular telegrams. less. Must be written in plain anr Code language not per-
Must be written in plain English. Code language not permissible. missible. Mail delivery, postage prcpud permissible.
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UNION

F

WESTER

WESTERN UNION

GEORGE W. E. ATKINS, VICE-PRESIDENT NEWCOMB CARLTON, PRESIDENT BELVIDERE BROOKS, VICE-PRESIDENT

FECEIVER’S No. TIME FILED CHECK

Il SEND the following Telegram, subject to the terms
on back hereof, which are hereby agreed to afa

effort later this week having already dome so with some ¢f the lorge institutions
without success last week. He and I both appreciste desirability of ecarrying out
your suggestion and his reluctance to meke amther effort is entirely due to his
fear of the consequences.

Benjamin Strong, Jr.

{Charge Federal Reserve Bank)
Goverument rate
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Novembey 5; 1914.

Hone We Go MMdQO.
Secretary of the Treasury,
Washingtony; De Cs
Dear Hra. Secretary,
Your two telegrams in regard to the cotton funmd -t
were duly received and answered by telephone this mowming. If the

metter fsnallowed to restifarae few days I think it would be guite

possible to take it up again here, particularly if further consider-
able responses are received fmom the other citiess

Very truly yours,

Se=la
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Mr. Strong:

On reprint the form of
subscription will ecarry lines
all the way to the bottom of the
Page and will be closed in at

the top. Our instructions were
not followed.

WIC

The undersigned banks and trust companies hereby subscribe to a fund of $100,000,000, to
be payable in gold or gold certificates, and to be held and administered in accordance with the
terms of a report dated September 19, 1914, made by a committee representing central reserve
and reserve city banks of the United States, a copy of which report is attached hereto. The
amount pledged for contribution by each of the undersigned institutions is set opposite the
signature of a duly authorized officer thereof affixed hereto, and such pledge is made by
authority of a resolution of the board of directors or board of trustees (or a duly authorized
committee thereof) of each of the undersigned.

Name of bank or trust company. Amount of pledge.

...............................................................................

.......................................................................
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Form 25.

The undersigned banks and trust companies hereby subscribe to a fund of $100,000,000, to
be payable in gold or gold certificates, and to be held and administered in accordance with the
terms of a report dated September 19, 1914, made by a committee representing central reserve
and reserve city banks of the United States, a copy of which report is attached hereto. The
amount pledged for contribution by each of the undersigned institutions is set opposite the
signature of a duly authorized officer thereof affixed hereto, and such pledge is made by
authority of a resolution of the board of directors or board of trustees (or a duly authorized
committee thereof) of each of the undersigned.

Name of bank or trust company. ’ Amount of pledge.

...............................................................................
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WasuiNgTON, September 19, 191).

To the honorable the SrcrETARY OF THE TrREASURY and the Frpurar Reserve Boarp.

GentLEMEN : Referring to the recommendations contained in our communication of Sep-
tember 4:

We have, in compliance with your suggestion, given further consideration to the present
international exchange situation, taking into account the changed conditions arising from the
completion of plans for meeting the obligations of the city of New York payable in Europe.

This committee is of the opinion that the continuance of the high credit of this country
abroad will be demonstrated, and that normal conditions of the foreign exchange market will
best be reestablished by the prompt creation of a large gold fund for export if necessary, as sug-
gested in our former report. We therefore recommend that the central reserve and reserve
city banks of the United States (both National and State institutions) be requested to con-
tribute to a gold fund of $100,000,000 instead of $150,000,000, as originally proposed. Of this
amount, $25,000,000 should be made immediately available. The administration of the fund
should be conducted ['m-the city of New Yormy a resident committeef where the principal
foreign exchange transactions of the country take place, and we suggest that the recommenda-
tion of the Clearing House Association of the City of New York for the appointment of the
following gentlemen as such committee be approved, namely:

Albert H. Wiggin, chairman.
‘William Woodward.
J. S. Alexander.

Francis L. Hine.
Benjamin. Strong, jr.
F. A. Vanderlip.

We propose to arrange the details of the plan of administration with the New York com-
mittee so that the requirements of all parts of the United States for foreign exchange will be
fairly and impartially dealt with, and we suggest, in the event of any complaint on the part of
any contributor to the fund in connection with the distribution or use thereof, your board shall
appoint a committee of bankers to pass upon any such question, whose decision, under such
rules and regulations as you may prescribe, shall be final.

We further recommend that the National and State banking institutions in the central
reserve and reserve cities of the United States be requested by you to contribute to this fund,
due regard being given to their present holdings of gold as recently ascertained by your
direction.

As recommended in our report of September 4, we believe that a committee representing the
clearing-house association of each central reserve and reserve city should apportion)the amounts
and supervise the payments of gold or gold certificates for the creation of this fund, and we

therefore suggest that you address a letter to the chairman of the clearing-house committee in
3)

Federal Reserve Bank of St. Louis
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each of those cities recommending the appointment of such a committee, urging prompt cooper-
ation in this plan and stating the amount of gold which you may consider to be the proper
quota to be furnished by that city.

In order to facilitate the transfer of gold or gold certificates to New York by the contribut-
ing banks, it is recommended that they be permitted to deposit their contributions with the
nearest subtreasury of the United States, and that all expenses incident to transfers, whether
made through subtreasuries or otherwise, shall be an expense of the fund and shall not be borne
by the respective contributors. ¢

The committee representing the New York Clearing House Association should have authority
to call upon the contributors for gold or gold certificates from time to time in instalments as
required (provided, that the contributors shall not be called upon to pay any portion of an
instalment which may make their investment in the fund at any one time exceed 25 per cent
of their original contribution), to arrange for shipments of gold to other countries, to sell
exchange and cable transfers against such shipments at such prices as they may fix, to deter-
mine to whom and under what conditions foreign exchange may be sold, to distribute the
proceeds of such sales among the contributing banks in New York funds, and to fix a date for
the termination and final settlement of the fund. We, therefore, recommend that the gold or
oold certificates be deposited in trust for the contributors in the vaults of the Clearing House
Association of the City of New York, subject to the control of the New York committee, and
that such committee issue to each contributing bank a certificate evidencing its contribution.
The proceeds of sales of exchange may then be distributed by the committee among the con-
tributing banks in New York funds and the amount of such repayment indorsed upon each

‘certiﬁcate. i Diidh coonprorncle

We have recommended that contribut ,ri %_0 the fund be confined to the bankg‘in the central
reserve and reserve cities, so that banks s, which are members of the Federal reserve system may

make their payments at the time of the organization of the Federal reserve banks out of their

own _cash,

[/—‘Eespectfully submitted.

‘ (Signed) Jas. B. Forean, Chicago,
Lev: L. Rur, Philadelphia,
BexsaMmiNn Stroxg, Jr., New York,
TaoMmaAs P. BraL, Boston,
Sor. WexLER, New Orleans,

'”[g,:dw A Committee.
Rider &
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We attach forms for pledges to be signed by contributing insti-
tutions and certified resolutions to be passed by their boards of
directors or trusteese In case the plan should meet with your approv-
al, we respectfully suggest that you inclose copies of these fomms in
your letter to be addressed to the presidents of the clearing house
associationse.

Federgl Reserve Bank of St. Louis
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REPORT AND PLAN

WASHINGTON, September 19, 1914.

To the honorable the
Secretary of the Treasury and the Federal Reserve Board.

GENTLEMEN:

Referring to the recommendations contained in our communication of September 4 :

We have, in compliance with your suggestion, given further consideration to the present international
exchange situation, taking into account the changed conditions arising from the completion of plans for
meeting the obligatians of the city of New York payable in Europe.

This committee is of the gpinion that the continuance of the high credit of this country abroad will be
demonstrated, and that normal conditions of the foreign exchange market will best be reestablished by the
prompt creation of a large gold fund for export if necessary, as suggested in our former report. We therefore
recommend that the central reserve and reserve city banks of the United States (both National and State
‘institutions) be requested to contribute to a gold fund of $100,000,000 instead of $150,000,000, as originally
proposed. Of this amount, $25,000,000 should be made immediately available. The administration of the
fund should he conducted by a resident committee in the city of New York, where the principal foreign
-exchange transactions of the country take place, and we suggest that the recommendation of the Clearing
House Association of the City of New Yark for the appointment of the following gentlemen as such committee
.be approved, namely :

Albert H. Wiggin, chairman,
William Woodward.

J. S. Alexander.

Francis L. Hine.

Benjamin Strong, jr.
F. A. Vanderlip.

We propose to arrange the details of the plan of administration with the New York committee so that
the requirements of all parts of the United States for foreign exchange will be fairly and impartially dealt with,
and we suggest, in the event of any complaint on the part of any contributor to the fund in connection with the
distribution or use thereof, your board shall appoint a committee of bankers to pass upon any such question,
whose decision, under such rules and regulations as you may prescribe, shall be final.

We further recommend that the National and State banking institutions in the central reserve and
reserve cities of the United States be requested by you to contribute to this fund, due regard being given to
their present holdings of gold as recently ascertained by your direction.

As recommended in our report of September 4, we believe that a committee representing the clearing
house association of each central reserve and reserve city should apportion in its district the amounts and
supervise the payments of gold or gold certificates for the creation of this fund, and we therefore suggest that
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you address a letter to the chairman of the clearing-house committee in each of those cities recommending
the appointment of such a committee, urging prompt cooperation in this plan and stating the amount of gold
which you may consider to be the proper quota to be furnished by that city.

In order to facilitate the transfer of gold or gold certificates to New York by the contributing banks, it is
recommended that they be permitted to deposit their contributions with the nearest subtreasury of the United
States, and that all expenses incident to transfers, whether made through subtreasuries or otherwise, shall be
an expense of the fund and shall not be borne by the respective contributors.

The committee representing the New York Clearing House Association should have authority to call
upon the contributors for gold or gold certificates from time to time in instalments as required (provided, that
the contributors shall not be called upon to pay any portion of an instalment which may make their investment
in the fund at any one time exceed 25 per cent. of their original contribution), to arrange for shipments of
gold to other countries, to sell exchange and cable transfers against such shipments at such prices as they
may fix, to determine to whom and under what conditions foreign exchange may be sold, to distribute the
proceeds of such sales among the contributing banks in New York funds, and to fix a date for the termination
and final settlement of the fund. We, therefore, recommend that the gold or gold certificates be deposited in
trust for the contributors in the vaults of the Clearing H use Association of the City of New York, subject to
the control of the New York Committee, and that such committas issue to each contributing bank a certificate
evidencing its contribution. The proceeds of sales of exchange may then be distributed by the committee
among the contributing banks in New York funds and the amount of such repayment indorsed upon each
certificate.

We have recommended that contributors to the fund be confined to the banks and trust companies in
the central reserve and reserve cities, so that banks which are members of the Federal reserve system may
make their payments at the time of the organization of the Federal reserve banks out of their own cash.

We attach forms for pledges to be signed by contributing institutions and certified resolutions to be
passed by their boards of directors or trustees. In case the plan should meet with your approval, we respect-
tully suggest that you inclose copies of these forms in your letter to be addressed to the presidents of the clearing-
house associations.

Respectfully submitted.
. (Signed) JAS. B. FORGAN, Chicago,

LEVI L. RUE, Philadelphia,
" : BENJAMIN STRONG, Jr., New York,
’ THOMAS P. BEAL, Boston,

SOL WEXLER, New Orleans,
Committge.
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APPROVAL

FEDERAL RESERVE BOARD

The President Clearing House Association,

At the invitation of the Secretary of the Treasury and the Federal Reserve Board, a conference of
delegates from clearing house associations was held at the Treasury Department in Washington on September
4 for the purpose of considering problems growing out of the extraordinary derangement of our foreign
exchange markets following the outbreak of the European war. This conference, after a day’s deliberation,
appointed a bankers’ committee charged with the duty of recommending to the board a plan for dealing with
this situation. The committee so named submitted on September 4 its first report, which advised the creation
of a gold fund of $150,000,000. This recommendation, owing to changes in the situation, was modified in a
subsequent report, dated September 19, favoring the creation of a gold fund of $100,000,000 to be
contributed by the banks and trust companies located in central reserve and reserve cities.

The board has carefully considered the committee’s report, and conturs in its conclusions and
recommendations. The board is convinced of the necessity of an adequate plan of national cooperation to
meet a situation which is of national dimensions, and it has no hesitation, therefore, in giving its approval to
the plan proposed by the committee, and recommends your earnest cooperation.

The board shares the committee’s belief that the creation of a large gold fund at this juncture will have
a far-reaching effect for good, and will prove an effsctive factor in restoring confidence, in bringing relief, in
protecting and strengthening the country’s credit, and in facilitating the exportation of our products.

The board, therefore, recommends that your association appoint a committee to secure from the
national banks and State banking institutions of your city subscriptions aggregating $
to the proposed gold fund. The board reézards this amount as the fair quota to be raised in your city, based
upon the holdings of gold and gold certificates by the central reserve and reserve cities as recently ascertained.
The allotments provide a fair margin above the total amount named. Any sums pledged in excess of
$100,000,000 will be applied to a pro rata reduction of all subscriptions to the fund.

Forms of subscriptions and certified resolutions to be executed by participating institutions have been
prepared by the bankers’ committee and are forwarded herewith. This board recommends that the sums
specified be pledged as promptly as possible, and that you send the pledges and resolutions, duly executed, to
the secretary of the Federal Reserve Board at Washington, D. C., in order that they may be available for the
committee not later than Oétdber 1.

For the terms and conditions upon which the subscriptions to the proposed gold fund are made your
a'ttentiop is particularly. called to the report and plan signed by the bankers’ committee and handed to you
herewith. . :

Respectfully,
C. S. HAMLIN,

Gouvernor Federal Reserve Board.

I'am in accord with the views of the Federal Reserve Board and recommend the adoption by the banks
of the proposed plan.
W. G. McADOO,
Secretary of the Treasurg.

WASHINGTON, D. C., September 21, 1914.
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FORM OF CERTIFICATE ISSUED BY COMMITTERE

$
ORIGINAL SUBSCRIPTION CONTRIBUTION

Instalment paid on issue
of this Certificate

No. i
S

Certificate of Contribution and of Payment of Initial Instalment

GOLD FUND

Contributed pursuant to Report and Plan set forth in the letter of September 19, 1914, addressed
to the Secretary of the Treasury and the Federal Reserve Board by a Committee; consisting of James B.
Forgan, Chairman, and others, and approved in the answer of September 21, 1914, to said letter, made by
said Federal Reserve Board and approved by said Secretary. 9

The undersigned Gold Fund Committee named in and appointed pursuant to thé Report and Plan
above named, hereby certify that T
has subscribed for an Original Contribution to the Gold Fund provided for in said Report and Plan, in the g
amount of $ , and has paid to the undersigned Committee on account of such
Original Contribution, an initial instalment of $ ] . Payments of further instal-
#ients towards said Contribution shall be evidenced by endorsement thereof hereon by the undersigned
Committee, or their duly authorized agents. All such payments are received, and are to be administered and
disposed of, as a part of said Gold F nd, subject to the terms and conditions of said Report and Plan, and
subject solely to the directions of the Gold Fund Committee, as it may be constituted from time to time.

The holder hereof by acceptance of this Certificate agrees to all the terms and conditions of said Report
4nd Plan and of this Certificate. This Certificate is valid only when signed by two members of the Gold Fund
Committee. Any repayments from the Gold Fund on account of said contribution shall be made only for the
account of the holder hereof, as registered on the books of the undersigned, upon presentation of this
Certificate at the office of said Committee, No. 77 Cedar Street, New York City, or of its authorized agents at
places within the United States of America, as may be designated by it, for endorsement of any such
repayment heréon. No final repayment ori account 6f said Contribution will be made except upon surrender
hereof for cancellation.

Dated, New York City, | 191

ALBERT H. WIGGIN, Chairman;
WILLIAM WOQDWARD,
JAMES S. ALEXANDER,
'FRANCIS L. HINE,
BENJAMIN STRONG, Jr.,
FRANK A. VANDERLIP,
JAMES N. WALLACE.
Gold Fund Committee.

By

Two members of such Committes
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deral Reserve Bank of St. Louis

Noverber 10, 1914,

Hon. We G MeAdoog
Secretary of the Treasury,
Washington, Ds Ce
Dear i'r. Secretary,
Your favors of the 6th and 7th were received yesterday,
and es advised by wire, as per confirmstion encloced, I took the matter
up a% once with Mr. Wiggin, hopiang to effect an arrangement with him by

which the New York subsoribers misht b

cein-spproacihed &t onte.iu increase the
amount of thelr subscriptions to the He 1nfofned me that he
had already soumnded five of the largeat subs bérs and was reluctantly compelled
to discontinue his effa te slong that line, fearing that some of them would meke
an effort to withdraws from their present commitment. He has indiceted, however,
that agter the lapse of a few days he will take it up with them agd n, snd en~
deavor to secure mch”usumoes from them as will facilitate the completion

of the fund without further delay.

I feel very confident that he is heartily in sympathy with
your efforts, and will do everything in his power %o further them. Iater $0-
day I bope to telcphone you apain on this matter, after sounding the officers
0f some of the other banka.

The situstion in Boston seems to be pRrtionlarly unfortunate,
s0 far as 1 can gather from reports received herelhcl® still seeme to be some

doubt in their minds as to the legalf#ly of the operation, concerning which,




Hone Ve Geo MocAdoo. -

of course, there should be no doubt whatever.

Yours very truly,

3-"3 s
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to determine vhether and vhat time negotiations masy be resumed to

mtual advantage.
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A August 2nd,1915,

My dear Secretary licAdoo:
SRS

The memorandum enclosed herein was started shortly after
I last saw you in Washington, and would have been sent you some
time ago had it not been that both of the matters covered by the
enclosed letter were being actively discussed by the Directors of
this bank and I wanted to consult the Board on the subject before
sending it. It now takes the form of a letter ad@ressed to you
by a Committee of the Boaréiagg*iﬁ;éérét J;;r‘{;’;;“;o long,

The present sense of financial security which prevails
in the country is undoubtedly due to a large degree to the exist-
ence of the Federal Reserve System, It would be a sad shock to
this country if we should, notwithstanding our best efforts to
avoid it, be drawn into the war, and it be foegd that we were mnot
fully prepared at all points to meet the situation.

It seems to me the Federal Reserve System is somewhat in
the position of the éritish fleet; it is not fighting great battles
and doing spectacular things, but the fleet is there just the same,
and its mere existence enables the British commerce to continue. So
it is with our System. Business is proceeding as normal in this

country, as the country generally has confidence in our preparedness

for any eventuality. The question is, are we fully prepared?
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August 25th, 1915,

My dear Mr, Secretary:
Referring to my separate letter of this dape in regrd
to the acceptance regulation, I think I should advise you that the

Board of Directors of this Bank has given instructions that the ad-

vice of coupetent counsel should be obtained as to whether transac-
tions in bankers acceptonces, some part of the procceds of which may
be applied to the purchase of munitions of war and other coutraband
articles im this country, might, through the banks, involve the gov-
ermment in any violation of neutrality, The guestion is preseated
in two forms:

Pirst: When such transsctions are conducted solely by the
national banks,

Second: When the acceptances resulting from such trans—
actions are purchased by the Federal reserve banks or rediscounted
with the Federal reserve banks by member banks,

Permit me to suggest the desirability at this time of our
having from the proper officers of the govermment such advice or in-
formation on this subject as will enable both the Federal Reserve
Board and the Federal reserve banks to goverm their proceedure in ac-

cordance with the wishes of the administration,

Digitized for FRASER
http://fraser.stlouisfed.org/
Eodaral Docarvoe Ronk ofSt 1o




- g, 25, 1915,
Hon, William G, McAdeo,

As stated to you last Fridsy, the same question arises with
regard to loans which may be negotiated in this country by belligerent
foreign governments, notwithstanding that the proceeds of such loans
may be used, or, in fact, specifiecally appropriated for making payment
for articles of export, Since our meeting, I have studied Secretary
Bryan's letter of January 20th and feel convinced that it should not
be made to apply to transactions undortakem at this time under present
conditions, This view is strengthened by reading Secretary Lonsing's
letter of August 12th addressed to the Government of Austria~Hungary,
in which the sale of munitions of war to belligerents is due#i)ld as
"legitimate trade”,

1 had hoped to write you fully on this matter to-day, but
find it impossible to do so until the latter part of the week.

With cordial regards, I beg to remain,

Very truly yours,

Governor,
Hon, Villiam G, McAdoo,

Horth Baven, liaine,

BS Jr/VCii-8
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August 25th, 1915,

Hy dear lr, Secretary:
_ Our conference of last Fridsy seemed to develop that we
| held substantially the same views in regard to certain features
| ; of our foreign commerce and the foreign exchanges which are now
developings These were

Pirst: That our export trade balance has now reached

the point where it msy cxzhaust the ability of our foreign customers

_ to make prompt settlement umless special facilities for doing ase ‘
can be promptly developeds

Second:  Pailure to develop such faéilities might result
in a considerable curtailment of our exports, and,

Third: That it might possibly develop that the surviving
export trade would be confimed to those necessary articles of com-
merce so urgently reguired abroad that their purchase would be cone-
tinued to the exclusion of other commodities which form a large part
of our normal export trade,

I think we were also, in agroement that gold payment would
be unnecessary and possibly unsound, as tending to expand our own
situation at home and likewise to curtail the buying power of our
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L Ange, 25, 1915,

TPo lon, Willism G, lcAdoo,

foreign customers, To meet the situation in part, it vas suggested
that the exisiing regulation of the Reserve Board governing accept~
ances should be somewhat modified so as to re-ove certain restric-
tions that are mow imposed upon that business and develop greater
freedom in the arranging of commercial credits between the banks of
this country and "urope, To put this suggestion in conecrete shape,
Hre Curtis gnd I have re-drawn Regulatiom J, now in force, and I beg
o enclose t}vo copies of the same herein, This is respectfully sub-

mitted for your censidemation,

Very truly yours,

Governor,
Hon, Villiam G, MeAdoo,

o rth Hoven, Maine,

BS Jr/VCii-6
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Aungust M‘I’-h, 1915, \

My dear Nire leAdoo:

You cnahtlu; noticed by the daily papers that a Committee
of English and French bankers, and possibly some government officials
is planning to visit this country in the near future with a view to
discussing the foreign exchange situstion. So far ns I am aware, this
visit is a purely voluntary one, It will, however, raise the question
in regard to foreign loans in s most important way.

I am writing to inguire whether it may not be well to have

a letter addressed to you making inquiry »s to whether our government

sees any objection to the arrangement of a large credit in this coun~
try for the purpose 0f enabling payment to be made for our exports.
The question has mtgyet been pressed, nor need it be at the moment,
but this letter is simply a preliminmary inquiry to ascertain whether
you see any objection to a létter of that character being addressed
to you prior to the arrival of these gentlemen.

I hope you keep well and enjoy the few moments of rest on
your working holiday,

ﬁmoralx yours,

Hon, ¥illiam G, Hecadoo,

Horth Haven, Maine,

Federal Reserve Bank of St. Louis . 2.



September 2nd, 1915,

My dear Hr, Secretery:

Various inquiries have been addressed to me as to the attitude
of the Administration in respect to credits which may be asked from our
banks and bankers, by belligerent governments smd their citizems,

You have doubtless noticed the reports in the Fress that a
Committee of Inglish and French officials and bankers is about to visit

this country for the purpose of discussing with American bankers what

measures can be taken to correct the present disarrangement of the fore-
eign exchanges, such disarrangement resulting, as you are aware, from
thé unprecedented increase in the amount of this couatry's export trade
balance, The necessity for undertaking some comprchensive plan which
will accomplish this, becomes apparent by an examination of the statis-
tics of owr foreign trade for the period commencing Jamuary first of
this year as compared with-similar figures for the same period last year,
which are enclosed,

The difficultysfin arranging payment for our mounting balance
of exports is evidenced by the curremt prices of exchange on various for-
eign markets which are now as followa:i (Quotation of september f£irst),

Sterling: 4.51 representing 2 premium of 7,524 for dollars,
¥ "

Marks: 804,75 " - " 154260 *
France: 6,01 " " n 15965 " "
Roubles 34,25 " " = " 33,808 " "
Cuilders: 39,67 ” . . " G286 n
Eronen: 15 " . - " 25,97 ¢ "
Lire 6.55 "

" " " 25,38 "
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Hon, W. G. McAdoo,

This exhibits a complete reversal of the conditions which pre=
vailed less than a year ago when the British Govermment at your invita-

tion sent Sir George Paish and Mr, Basil B, Blackett to this country to "

discuss methods of correcting the disarpangement in exchanges vhich then
existed,

Various suggestions have been made for overcoming the dlfficul-
ties of the present situation, (which will react seriously upon our ex- |
port trade unless they are promptly corrected), and vhile some of these
various steps can no doubt be taken, and to aoue extent are being taken
j from time to time by our bankers, none of them will be effective in the
| writer's opinion, without the early conslusion in addition of a compre~
hensive plan by which a large credit, or credits, can be successfully
placed in this country in the near future.

The writer recognizes that our government can have no part in
transactions involving the mamufacture, sgle or exnort of articles which
are contraband of wat. The various commmications of our government,

(notably the President's proclamstion of neutrality dated August 4th, 1914,
the circular of the State Department dated October 15, 1914, Secretary
Bryan's letter of .pril 2lst, 1915 addressed to the German ;\ﬁuaader,

and Secretary Lansing's letter of iugust 12th, 1918, addressed to

the Govermment of Austria = Hungary), have, however, made clear

that the sale by our citizens of articles which are contraband of

war is lawful trade and will not be interfered with by the Federal
Covernment, The present danger to our commerce lies in the fact

that the addition of this vast trade to our usual normsl export trade,

is making it increasingly difficult for the foreign customers of citizens

of this country to make payment for our exports without paying prohibitive
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To Hon, Ve G. HoAdoO,

premiums, The belligerent nations will continue to buy those articles
required for war purposes; munitions, food stuffs, motors, horses, étc.
If payment cannot be made for all that we are exporting, however, the
reducfion in our export trade widl not be in munitions, but in those ar-
ticles which are not necessary for war purposes, The loss will fall on
those who have nothing to do with trade in contraband and upon classes
probably, least sble to stand it. The loss will, . dn.fact, fall on
the normal export trade of the country, The question, therefore, arises
as to whether loans negotiated by belligerent mations in this country, to
enable these payments to be mads, would be & violation of neutrality or

would be contrary to any wish expressed by the President or other offi-
*
W s

|

w ¥

A

The enclosed memorandmm contains a summary of statements of

cers of the govermment,

* policy which have so far been made by officers of our gove T
ing on this matter since the outbreak of the war,/ During this period,

loans estimated to be in excess of £300,000,000 have from time to time

heen negotisted in this country by various foreign governments. Prac-

tically 211 of these losms were publicly smmounced throughout the coun-
try and those to France, Germany and Cansda were advertised for public
subscription, Those made to belligerent govermments, which also in-
cludes Russia,; are all reported to have been for commercial purposes
and to enable those governments or their citizems to mske payment for
commodities being purchased in this coulityy, the whole proceeds of
these loans, therefore, being used to further imerican trade., The

amounts, however, have been far from adequate and, as stated above,
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To Hon, Ve Ge¢ MoiAdoos

the approaching visit of a Committee from Englaidd and France to deal

with this matter mokes it highly important that the bankers of this

ply to business of this charscter and of the policy ammounced by the

|
|
oountryahouldbmeaclmmdmtanﬁnsofthalalwhiphwumap- 1
i
|
Executive officers of this country. 1

You will sppreciate thet the expressions so far published
are rather indefinite and hagdly furnish & gruide to our bankers in
conducting negotiations with the Cormittee, The matter is of such
vital importance to the commerce of the cowntry that I am taking the
liberty of addressing this letter to you for the purpose of ascer-
taining whether, in the opinion of the Administration, there is now
any reason either of law or policy, which makes it inadvisable for
our bankers to undertake the negotiation of loans to any belligerent
nation or nationse

Very truly yours,

Bcn. v;"o GQ EBAdOO, o
Secretary of the Treasury,
mhmgton’ 7D. G;;‘;.

BS Jr/voH

i
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December 2nd, 19185,

Iy dear ir, Secretary:

I an writing to inguire whether you could
gspare lr, William Woodward, oue of our Directors, and
me, a few minutes of your time next Tuesday morning?

We are expsoting to be in Washington early that morning,
possibly meeting with some members of the IFederal Re-
serve Board about twelve o'clock,

Thenking you in anticipation, I beg to remain,

Very truly yours,

Goveraor,

HelAdoo,

Hon, William G,
the Treasary,

o ¥ - = o
Becretary o

Washington, D, C.

38 Jr/vou
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Hy dear lr. Secretary:

During visits which I made at the offices of the
Bank of England and the Bark of France, some interest was dis-
played in the character of workmanship, etc., of the new Feder-
al reserve notes, and it occurred to me that it might be a
courtepus thing, if it could be arranged, to send a set of the
die proofs to each of these institutions if they could be spared
and it was proper to do so.

After receiving many courtesies from the officdrs and
directors of these two insti‘utions, I would like, if possible,
to send them these sets with my compliments, and write to ask if
they could be furnished, and if there is any reason why it should
not be donme, I will rély upon your advising me quite frankly.

Respectfully yours,

Governor.
Honorable W. G. Mc Adoe,
Treasury Departiment,
Washington, D. C.

BS Jr/vcH

Federgl Reserve Bank of St. Louis

‘J.
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TREASURY DEPARTMENT

WASHINGTON

May 20, 1916.

My dear Mr. Strong:

I have received your letter of May 18th, and I have given some
consideration to the question of transferring the various accounts
of the Post Office Department to the Federal roservg,bihks. I am
advieing the Postmaster General today that the/ﬁsé;ral Reserve Bank
of New York will be in a position upon reaggdgsle notice to take over
the Post Office accounts. /

4

The question of permitting tho/pﬂtional banks to make their de-

posits on account of the 5 per cext fund through the Federal reserve

banks was taken up some time ago with the Federal Reserve Board, but

- no- answer has been received /to the communication of this Department to

then,
I will be pleased/to comply with your request to be advised well

in advance of any a itionai service which the Federal reserve bank will

be required to perform for the Government.

Very truly yours,

fplestse

Secretary.

Hon. Benjamin Strong, Jr., o7/
Governor, Federal Reserve Bank, .
New York, N. Y. (M

tp://fraser.stlouisfed.org/
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May 23rd, 1916.

Dear Mr, Secretary:

Thank you for your note of the 20th
regarding die proffs of Federal reserve notes.
Of course, I undersiand that these should not be
scattered about, but I hope you finderstand the
circumstances which led me to make the request.

Very truly yours,

Honorable W. G. lcAdoo,
Secretary of the Treasury,
Washington, D. C.

BS Jr/VCH
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Estes Park, Colos, August 1, 1916

Hon. W. G. lMecAdoo,
Treagury Department,
weshington, D. C.

Dear lr. Secretary:

Your very kind notes of June 151
26th have just reached me here and I haste
edge them and to express my desp gratitude for your
sympathy and encou ment . xragt blow to me
when 1 learned that it woydd =g y \for me to
accept banishment for a pex pa. ;
when it seemed a&s though we Ug;,‘bo .
the benefits and get =S ?ﬁﬂf" rewards of two years
of very hard work. Mowknz the advice of doctors
I have spent the lasl I or so' in doing absolutely

ae._Peadixg\and, &s you may imegine,

to realize

The hpse cogitations is the growing
confidence ifw/te complete success and
larity ol yieral’ peserve System. Of course re
wepé Many diffive § to be overcome, but these I

vee have been met with energy and good
s1ieve it will be shown with success.

you will

os I expeot, it is possible for me %o take
¢ ‘again, it will of course be with added inter-
this enforced holiday.

est after

You end your associates have been most encourag=
ing end your attitude has been and will prove to he a
great influence in getting me back where I belongs

Thanking you most warmly for your kind letter
and ::r your interest and sympathy, I ah, with kindest
regards,

faithfully yours,




December 1lth, 1916.

Dear Mr. Secretary:

You may occasionally give a moment thought to an
exile out here in the mountains and wonder h4w I am occupying
my time. In addition to followin§

RXmrcise,

greant pieces of ligislation.
tempied to write the Presi-

but so far have been content=

currency 1 on by the present administration, and whether

in cennection with legislation of that character the President
is willing to consider undertaking a determined effert to intro-
duee the budget system. Ag to the first, my own views are
pretty well crystallized and what is needed is & responsible

sponsor, or preferably, the support of yourself and the Federal
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Te Hon. W. G. McAdoo. Dec. 11, 1916.

Reserve Board together with that of the President. I really
feel that the subject is so thoroughly understood by those who
are actively engaged in operating the Federal Reserve System
that no special inquiry.orvfurther study of tje subject is nec~

s of the Senate

essary beyond the usual proceedure to Commit
and House.

As to the second matter, th et system, I

have been astonished in discussing this matter bo th banke

have been giving a little

by the British Govermnment.

I am so much interested in this matter that
+ to you notwiihstanding tho great.pres-
sure o© quire whether there is any hope of pro=
gress in jects, and if so, whether I can be of any
service.

The propsect of greatly enlarged expenditures, neeesui-.
ty for larger revenues and the lack of any statutory system by

which the amount of cur revenues and expenditures are brought
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To Hon. McAdoo. Deg. 11, 1916.
into balance will likely expose the couniry to an era of Con-
gressional extravagance beyohd all precedent unles: some reas=
onable check can be introduced in the

near future.

S

I hope you keep well and returned $4 your labors well
4\

fortified by a good rest this past Summer. \X

\ .l
\
ith kindest regards, I beg to rama\r

Respectfully yourfsy

\
\
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Denver, Colorado,
Pebruary 19, 1917.

Dear lir. Secretary:

What you say in your letter of February 13th about a Budget System
is unfortunately only to0 true. Nany people secem to believe that the word
"budget”, were it enacted into statute law, would work some mysterious cure
of our government's financial walady. But most of them don't kmow what a
budget is!

The faot is that the word "budget” really signifies a typically
British government institution, the evolution of cemturies of experience,
which has never been allowed to develop in our govermment, but which is
nevertheless just as posslble with us as with England, because the con-
stitutional basis of the English Finamelal System is substantially
\Mentical with the constitutional basis of the financial powers exer-
cised by our Congress.

The raising and appropriating of momey for the British government,
solely by authority of Parliament, had its earliest origin in Nagna Carta.
King John's oath, talten at Rummymede, undeortook that "Ho scutage or aid
shall be imposed in our Kingdom wnless by the general council (now Parlisment)
of our Kingdom", and in the English Bill of Rights it wes stated "Henceforth
shall no man be compelled %0 make amy gift, loan, or bemevolenmce, or tax,
without common comsent by Act of Parliament”. And it was proclaimed to be
unlawful for the Crown to levy money “for and to the use of the Crown by
pretence of prerogative for other time and in other manner than the same

was granted by Parlisment.”
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The British Parllament alone has the Comstitutiomal right to raise
money for the Crown and the Parlisment aleone has the right to vote expendi-
tures for the Crown. A long series of contests betwsen the Commons and the
3034s caluisatod fn 1511 in giving the Nouse of Commoms exslesive powse OVeF
momey bills, end the House of Lords since that dste is practically deprived
of the power even %o reject a momey bill.

1 refer to this simply to indicate that the comstitutional besis
for the exelusive power of the British Parliament (and in recent years
actually the Commons) to raise and appropriate the exvpenditure of money,
had its origin in the earlisst days of the development of the Inglish un-
written comstitution and is mo less rigid and restrictive than are the
provisions of our more modern written constitution.

Up to this point there is distinet similarity, alwost complste in
fact, betwoen the revenus raising and the spending powers of British Par-
liament and of our Congress, but from this point on s tremendous divergence
in practice appears. 4 study of the English System discloses how experience
hes enabled the British Govermment to adopt methods of finante which are
within the comstitutionsl powers of the Govermment (executive), do mot sbridge
the constitutionel powers of the Commons (Legislative), but are nevertheless
practical, effective and scomomical. This our Governwent has never succeeded
in doing, largely on account of the Jeslous and selfish exercise of the
“spending”, 1 might eay the "westing”, power by Congress. Our Goverumment
in finspncial metters is in the position of the unfortunate head of a family
who hes been dragooned into permitting a wife and extravagent danghters to
draw checks on his bank agcount regardless of the condition of his balanoce
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To - How. W G loAdoo. Pebruary 29, 1917.

and the amount of his earmings. 4As exhibiting the strength of the inglish
Eysten in contrast with the weakness of ours, 1 enclose a2 guotation from an
suthoritative work published in 1915 on the inglish Finance System, by &
woellknown Hnglish suthor, who is & member of Parliament.

Whether the method which should mow be adopted is called a2 "Budget
System” or by some othor name, will make little differemce so long as the
chief object to be attained can be accomplished. 7his object, so carefully
evolved in England, is %o bring the revemumes and expemditures of the Hation

into bulemce, and to do so by providing a certain amount of “atreteh”, if

you please, on both the revemue and expenditure sides of the sccount and to
control or restrict present wnlimited Congreesional appropristions. I think
1 am eorrect in saying that the whole British budget system rests upon a fow
simple principles which I will endeavor to briefly state:

l. A grest part of the reovenue of the Lingdom is fixed, comstant
and ocontinuing wnder permanent siatutes which apply to practically all
sources of income, such as customs, excise taxes, licemses, stamp taxes,
taxes on rents, o%0., otc., with the exseption of the two great sources of
revenus which sre adjusted each year by Parliament in omler to effect a
balance with the estimates. These two sources ars the income tax and the
tea duty. Therefore, when the Ministers of the Crown prepare the budget,
the "votes” are brought to a balance with the income and the income %o a
balance with the "votes” principally by an adjustment of the rates on these
two items of taxmtion, taken in commection with the fixing of the "estimates”
for the annwal "supply” votes.

2+ All revenues of the British goverament are paid into one fund,
known as the "Comsolidated Mumd”, and all money spent must be paid out of
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To - Hom. W. 8. Meddoo. February 19, 1917,

that fund upon authorlty of appropriation acts of Parlisment. This is
mcuuy the same a8 our "fGemeral Mmd."

Ze Ammwmﬂmefmewmu expenditures, the
same as & very large proportion of its income, is based upon permanent
snd econtinmuing statutes, thus reducing the anmual votes authorizing such
regular expenditures to pro forma appropriation bills, while most of the
expenditures for the anoual “supply service”, as distinguished from the
imtmﬂngiuﬂm”, which hold over from year to year, are based up-

on snnuel "estimates” or votes.

4+ Omly the Einistry can proposs z vote of momey to the House of
Commons. No member of the House can offer a vote of momey by a private
bill, or even introduce an smemdment to the appropriation bills offered by 3
the Hinistry, which would necessitate an incresse in the Uinlstry's esti-~
mates, Any member of the Eouse can offer s vote to striks out & proposed
expenditure, or to reduse it.

The Hinisters are the representatives of the Crown (executive] so
that this situation, which seems quite extrsordinary to an American, appears
in s measure to defeat the purpose of the Bill of Rights o vest in Parlia-
ment {leogislative] execlusively the right to raise and appropriate mouney.
mtnmt.homer.&Qme.-utmmwmmmmm
upon 2 ‘self-denying ordinsnce” of Parliamment (legislative) which in effect
results in Parliament redelegating to the Hinisters of the Oromn (executive)
tho exclusive right to propose votes for revenuss and expendifures, Parlisment
reserving the right, on the other hand, to rejeet the proposals of the Crowm
in whole or in part, but mot to incrcase them. Of course, at any time
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Parliament comld change all of this by repealing the act of "self-
denial”. Aun act to ropeal the so-czlled "self-denying ordinance” ®ould

ia fact deprive the Ministers of the Orown of the privileges which this
statute has conferred upon them, but as the continmed exdrcise of these
privileges is dependent upen the Ninistry meintaining a majority in the
Bouse of Commons, the rejection of a Ministry's budget and estimate would
have the seme effect as wonld the repeal of the powers now exercised by
the Hinisters of the Crown, because the Government womld *fall”.

5. MMﬂrmMMMMMw
the @inistry {exeoutive), as well ss supplementary ostimates, which es-
timstes are the result of a long series of careful study mads by each
department of the govermment in conjumction with the Treasury, and it is
only upon these estimates that votes for expenditures are based. They must,
however, be suthorized by an Aet of Parliement, in which the power of the
House of Iowmde is mow limited simply to the right of suggestion and eriti-
cigme.

6o ummﬁ‘mmmo:mmm,uummm
comparatively short periods sach year snd as the system of budget and es-
timate, after long experience, has brought the income and expenditure of the
Kinglom to & very miee balance, provision has to be made for = wide fluctua-
$18n of income throughout the fiseal year, for the British Govermment is
mmznm times upon a very narrow balsmce in the "Consolidated
Pund.” This is dons by a carefully safeguarded systen of short borrowing,
mmumamuywﬁhmmww,anmmmm
through the Bank of Ingland.
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7« The Hinisters of the Crown who prepare the estimates and the
budget, perform in considerable messure the worx< mow performed by our
Congressional Comnmittees aund, of course, belng members of the House of
Commons, they, or their representatives, are always present to explain
and defend the govermment's finanecial program.

Ituymﬂf&MMnmmMavo{m
comparable with these methods would be asbsolutely out of the guestion in
this country, but I am very sure that they appeared to be quite as im-
possible in England before kir. Gladstone undsrtoox his tremendous task of
financial reform, which be succeeded in accomplishing and which has re-
sulted in the perfection of the present inglish System.

How the question is -~ what changes are feasible under our consti~
tution and how may we profit by their experience? There should really be
no fundamental legal difficully becsuse the comstitutional bases of the
two Systems are substentislly idemtical. Amlmrmm'wmuh'
many acte of self-denial by Congress iun voting expenditures and some radical
wmmmm&mm The following might swmarize
what is nooded:

(a)] 41l legislation involving appropriatioans ormgdueh.m
uot continuous (such as interest on the debt, ete.) to be mads solely
upon the initiative of the administration. .

(b} Complete bulget to be submitted by the admimistration an-
munally, the estimates of incoms thereunder to be calculated so as to
cover the expenditures recommended for the ourrent year by the adminis-
tration (executivesj.
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{e} The President should be suthorized to veto specific items
in the budget and in the appropriations, and both the budget and appro-
priations should be so classified und subdivided dy items that the veto
ofuymtmldmtxutthauﬂmmv

(d) Tae Sesretary of the Treasury to be suthorized to borrow
regularly on short bills in anticipation of revenuee included in the
budget.

(e} Supplementary estimates for expenditures which result in

exgceeding the estimated budget eollections to be provided out of short
borrowings and adjusted in the next year's budget and estimates.

(£} Provision to be made for the creation of & staff of well
pald, permancnt under-secretaries in the varicus departments.

The question at once arises, how may thesec changes be accomplished?y
The chief difficulty, and a very serious ome, will be in dealing with the
worst feature of our present system, and that is wmrestrieted appropria-
tions by Congress. Ky suggestion would be to deal with the matter Just as
the House of Commons has in ingland. Ask Congress (and I realisze this would
involve a bit of a fight) %o agree that all appropriation bills shall origi-
nate in the initiative of a body composed partly of the Chalrmen of various
committees of the House{legislative] and partly of the officers of the ad-
ministration (executives). Legislation to that end would indeed be an ast
of self-denial by the House of Representatives, but I have no doubd it is
within their comstitutional powers and 1 believe experiemce would demonstrate
its wisdom. Only by some such act of abnegation will the finances of our
government ever be relieved of thoir present scandalous extravagance and lack

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis 5 '




8.

e e e

TO -~ Eﬂl- W. GQ W. Fm 193 1917.

of regulation and control.

As 0 the budget itself, omce the administration can exercise some
comtrol over the spending of momey, the preparation of a budget covering
thoiumﬂllhmﬂymmmﬂrﬁiﬁmmmﬂcﬁs
direstion of permment mmder-sscretaries, men of experiense and abllity,
who were trained in the work and satisfied to contimue in the service, it
would doubtless be better dome than is poesible by the present system.

This plan would not bo feasible mmless coupled with it members of
$he Cabinet were given the right to appear in the House and possibly the
Senste as well, in order to explain and defend the proposals of both
the budget and the estimates and no doubt this privilege should be go-
corded to the permanent under-secretaries as well.

Under some plan such as the above a considerable part of the ammal
expenditures could be made combinuous and put upon & thoroughly seientific
besis and at the same time the adjustment of the revemues could be effected
by annual changes to the extent necessary only in certain of the larger
items of revemue of o non-political character.

Ome of the curses of our financial system has been the influence of
political considerstions in establishing rates of duties on imports. rolitical
and private considerations, commonly paraded under the title of "mﬂn’-‘.
have no regard for revenuce whatever and a thorough golng reform of our
ﬁmmﬂdmmﬂyimivemmmﬂfmwmiwm
investing the Tariff Board with fairly broad discretionary powers, certainly
with considersble authority for guiding Comgress in fixing the scale of
those duties which would be classed as “permanent.” Certain items which
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To - Hom. W. G. Headoo. February 19, 1917,

might produce large revenues could be left in the "fluctusting® class,
»ulntmrm-et%hawiﬂtsnmm;-mh!arm”am,ﬂ
rubber sad oz coffeo, neither of which is produced in this cowntry, and
conseguently not subject to political influenses, as in the case of sugar.

Probably the largest Stem for summal resdjustwest $o bring the
budget into balance with the estimates should be the Incoms Tax.

The task of bringlng about improvement in our finanmcial affairs is
no grester then thet whioch Mr. Glsdstone faced, and 1t will certainly take
a trewendous struggle to bring it about; but the results will justify the
efforte

lraannatmtinmatmwmtm‘wmofﬁmu
the govermment it i:diﬂimtformtoslumﬂtﬁunmm
qomplicated problem such as this one, but that should not be the exouse for
laying tho subject sside. muwotm-mmﬁumsﬂ&u
mmaaamtﬂamw»nauamnmer‘nwmum
em&tﬁeerwmﬂmtﬁdmlofom wmmis
mveﬂuﬁnswapmo!wtmmmmm
Wmmmxummmwmmummm‘
to Setalip. I8 T ek, Siniedires pttaet Yok shiviiie Rasiltins & BB
and control the governmemt's revenues snd expenses should be vndertaken withe
out delay?

Respectfully yours,

na - w‘ G‘

Treasury )
W%P-Oaf

Bs8/cc
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"It is for the House of Commons slone to grant momey and to limit
the uses of ite grant; it is for the House of Jords to sssent to the granmt,
with the limited power of criticism left to it by the Parliament Act. The
vhole initiative is with the Commons, but in the exercise of that right the
House of Commons has imposed upon iteelf a very important limitation. By a
self-denying ordinance it has deprived the generality of its own mombers of
the power of initistive in imposing charges on the people, and has limited
that power to the Crown. By the Crown, since ours is a constitutionsl and
1imi ted monarchy, we mmderstand the King's executive ministers who sit in
Parliament and are responsible %o it. So the limitation of initiative by the
House to the Crowm is in fact a limitation to those of its own members who
are responeible for the executive govermment. No grant can be proposed un-
less a minister demands it. No proposal can be made that a tax be imposed
or increased unless & minister signifies the assent of the Crown to the pro-
ceeding, and thus certifies that the money is needed for the public serviece.
Ho member not a responsible minister can get up and propose the imposition
of a public chargs on his own initiative. The matter is regulated by a
Standing Order of the House of Cormons. 1t is Number 66 which provides that
"this House will receive mo petition for any sum relating to the publiec
service, or proceed upon any motion for a grant or charge upon the public
revenue, whether payable out of the comsolidated fund or out of money to be
provided by Parliament, wnless recommended by the Crown." The recommendation
of the Crown may be communicated by a message under the sign manusl, or by a
formal verbal statement mads in the House by 2 responsible minister; more
commonly the recommendation is conveyed by a minister simply leaning forward
in his place in the House, and touching a d.omnt with his {inger as it is
introduced. |
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The limitation of the financlal initiative is sometimes spoken
of as & prerogative of the Crowmm. The word is an unsuitable omes A4 vre-
rogative is a privilege of the Crown that exists of its own force. The
privilege or rather duty in question exists, mot by its own force, not evea
by force of a statute, but by forece of a mere domestic resolution of the
House of Commone concerning its own procedure. A true prerogative right,
such as that to make treaties, could mot be affected by a resolution of the
House of Commons. But by rescinding the Standing Order gwoted above the
House might to-morrow restore the right of imitiative in tazation to the
generality of ite members. It is in its own wisdom that the House has es-
tablished the rule, and the wisdom is beyond dispute. Limitation of finan-
cial initiative to the IExecutive is one of the sheet-anchors of good govern-
ment. 7The balancing of revemne and expemditure is a nice and delicate
operation; omly the Executive can have the double knowledge needed for it,
of what is needed on the one hend and of how much it will cost, and on the
other hand of how much the taxes are likely to yield. It is the Executive
which has sole responsibility for the national revenue and expenditure, and
it is the Bxecutive which should have control over them. Its plans once made
must be rigidly sdhered to; were the balamce of revenue and expenditure liable
to be upnt by any ill-informed, sudden, and comparatively irresponsible ac-
tion on the part of a private member, the nation's finances must soon fall
into wild disorder. It is casy to imagine the chaos which would result were
a fervent patriot able to rise in his place and move the House, impromptu, to
build ten fresh battleships "out of money to be provided.” It is only too

likely that in these days of high-strung emotions Parliament might be stampeded

at times into some measure not much less reckless, which would necessitate
at & moment's notice the immediate introduction of a fresh budget and the
review of the whole taxation for the yesr. Against this we are protected by

Za = TR T - _____._‘._._l



the necessity for a recommendation from the Crown as a condition precedent
to any such proceeding.

There is another great mischief against which the limitation protects
both the House of Commons and the taxpayer, one that was rife in the past
before the limitation became so absolute as it is mow. It protects them
against the improper appropriation of public funds by members for the benefit
of their comstituencies. Formerly it was possible and common for the member
for Looton, it wight be, to move and carry the expenditure of 100,000 pounds
on a mew harbour for his comstituents. The present rule mekes that impossible.
411 that & private member can do of his own initiative is to move a tMOretical

resolution that momey might profitably be spent on such an object, which com-

mits the House to nothing."
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Denver, Colorado,
February 19, 1917.

Dear Mr. Secretary:

In elaboration of my letter of December 11 last, I am below

suggesting in detail the matters relating to our rency to which my

letter had referemce and which I believe should subject of further

legislation by Congress at an early da you separately

on the subjeet of a "Budget", as suggesied by your let

thave already been the subject

Reserve Board, and are

After more than j¥p-yours : experience with the Federal
Reserve Banks 1n_ g\ it ha¥ been thoroughly demonstrated
" that the following le Hion is needed,

i : ad Btates notes (greenbacks) should

)« In conaideration of their assuming this
eive from the government the .entire smount of
the present (say $153,000,000) of gold and in additiom govern-
ment bonds for §193,000,000, bearing a rate of interest which would emable

the Reserve Banks to gradually sell them, but so long as held by Reserve

banks, the government to recelve a tax which would reduce the net cost to

the govermment to say 1-1/2%. These bonds only to be used as security for
Federal Reserve Notes.
2« The Reserve banks shomld be authorized to issue Federal Reaervo,
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To - Hon. W. G. HcAdoo. February 19, 1917.

notes directly and freely against gold and the gold so obtained should
count as an asset and the notes issued as liabilities of the Reserve
Banks. This subject has been thoroughly threshed out by the Reserve

Board, but for some reason Congress fails to appreciate, mot only the

wisdom but the absolute necessity for

3« Congress should provide for
the recoinage at the expemse of the g
circulation which is abraded below

Coincident with this change of policy, the Reserve Bm should offer to
d under an arrangement substantially similar to that now
conducted by the Sub-Treasury and Assay Office at Hew York, under vhich
they pay 99% of the assumed value at once. This would put the Pederal
Reserve Banks in the same relation to the American gold market as that now
ocoupied by the Bank of England in the English gold market. It would make
dealings in gold for cash purely banking transactions and leave the Mint,

as it should be, 2 government institution for the comversion of gold bullion
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To - Hom. W. G. MeAdoo. Pebruary 19, 1917.

into gold coin for any depositor who preferred to deposit his gold
and await its actual minting.

5. The law prescribing the demominations off yold certificates

should be modified at least to the extent that thie\determination of
 demominations shall rest with the Secretary of the

with the Seeretary of the Treasury and fhe

be absorbed in gemeral circulation. 1 am aware

g of the Treasury Department to endeavor to meet

lately been made providing for the issue of small denomination United States
sotes; - but, es I believe that all the United States motes should be re-
tired, the demand for small bills must in that event necéssarily be fur-
‘nima entirely in the fom of silver certificates.

7. Provision should be made for a2 more rapid retirement of

National Bank notes, with comsiderable discretion resting in the Federal
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4.
To - Hon. W. G. HeclAdooe February 19, 1917.

Reserve Board as to the progress of -the retirement. My theory is that
the demand for currency at the present time is so great by reason of un-
usual business activity, that efforts shomld mow be directed principally

to impounding imported gold, which counte as reserve, rather than

in contracting other existing currency

but that the means should be at hand f the later reti

bank notes in large volume, coincident subsidence of
business and a resulting redundancy-in our currency. e legislation
should be undertaken now, by b, §pera not commenced until

business slackens.

.,.”‘n ‘.
vision should be made by ‘axd

favor of Federal Reserve

directly on the currency, 1 think the provi-
sione of the C on Act should be modified so as to eliminate the present
absolute prohibition in regard to private bankers serving as bank diréctorl.
Some modification of this Act is necessary before it is possible to induce
meny of the larger Trust Companies to become members of the Federal Reserve
System, and I think it can be shown that the objects sought by the Clayton
Act have already been fully accomplished and could not now be defeated by

some modification in this respect.
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To - Hon. W. G. McAdoO. February 19, 1917.

The suggestions made above are omly those of considerable im-
portance and 1 appreciate the difficulties which must be encountered
in securing the adoption of a program as extensive as the one suggested.

Nevertheless, all of thess 1 regard as important measures, looking to the

financisl preparedness of this country

in fact of suffieient importance to Jjuplify their being ught to the
attention of Comgress by the President\}o the extent % legislation
is required.

I beg to remain,

yours,

Hon. W. G. wm.
‘Treasury Depertment,
Washington, D. C.
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Denver, Colorado,
February 19, 1917.

Dear Mr. Seeretary:

Your lettei' of February 13th is just reeel %l and 1 regret very

—— ="

mch to learn that you have been laid up, perticularly as I realize the |

pressure which you must be feeling and ties that you

are carrying just now.

I am answering your letter fram U ugtit a little

but expect to eat{ up todaye.
ery rough outline the garticular

December. A number of the

,; can be made of it
bt you will be around and completely re-
and with kindest regards, 1 am,

Very truly yours,

xm’ w. G'

Treasury ts
washington, D. Ce

Bs/cc
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Harch 5. 1917,

Dear lir. Sesretary:

Governor Parding advises me that he has referred to you the
sugrestions I meade a forfmight ago somserning certain changes in rela-
tions between the Assay Offlice and this bamk which would give us greater
fagility in do“nling in gold, especlally in regard ¢o the internatiomal
sspects of the situation, and has asked mo t0 write you direct and at
length on the matter, which I now take pleasure in doing. :

Three changes are suggested, having for their object ~

(1) To enable us to act with greater facillty and

without loss in earmarking gold for, amiship-
ping gold to our foreign sgents, and

(2) To enable us to purchase whatever forelgn gold

coin or fine gold bars are offered to the
Assay Office In round amounts of over
1,000,000,

with respect to (1), under the terms of the agreooments now in
process of nogotiation with the Bank of Englend and the Bank of Frange,
we agree to carmark gold either In coin or in United States mint gold
vars, for our correspondemt st their bullion value. In the case of bars
wo are obliged to charge our correspondent the issay Offlce charge for
bars of 50 ocents per $1,000., and if such bars are later credited to our

cérrespondent we are obliged to oharge it the issay Office charge for re-

- melting of $1.00 yer 1,000 ounces. m' essence of cach of the agreements
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form similar services on exactly similar bases. %hen the Banmk of England
or the Bank of France earmarks gold bars for this bank there is no dedue-
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tion for charges, as would be the ease in Wew York, nor, when such bars
were returmed to our credit st the Dank of England or the Bunk of France
would there be any charge to our sccount similar to the re-melt charge
here.

Ve shall probably usually want to earmsrk gold bars rather than
gold coin owing to the uncertainty as to whether the oolm wo get from the
Subtreasury im exshange for certificates will be mew coin of full wvalue
or coin slightly sbraded.

Framicly, we have felt & little embarrassed at having to subject
the Bam: of Ingland and the Bank of France to these charges in handling
7014 for their account since they have no similar oharges to sabject us
t0 whon we ask them to perfomm similar services for us.

In our proposed relstions with these institutioms, and the same
woald be true of others with which we might make similar arrangements,
the transsctions contemplated sre of such arrestricted nature that im sct-
tling balsnoes we would not,like the ordinary comuercial bamk, be able
elther to remit in exchange or to ship gold, whichever might be the more
profitable after taking into consideration ubrasiom, issay Offiee charges,
ete. The proposed agreememt obligates the debtor imstitution at the re-
quest of the creditor imstitntiom actually to ship the gold which has been
sarmeriked, snd in order to fulfil thie obligatiom we should be put in a
position to secure the gold and ship it on ss favorable s basis ss the Vank
of Zngland or the Ban: of Framee could perform s like service for ms, and
without the considerable loss which we would inour if we ocurselves had to
stand the sost of seouring United States mint barss

It seeme to us that therc would be a compensating advantage to
the povernment in having it mede 29 easy as practicable for us 0 earmark
gold bers instead of Uniteéd.States gold coin for our foreign correspondents

Federal Reserve Bank of St. Louis
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since the exporiing of such coin would require, potentially at least, the
minting of additional gold coln and would entail expense mpon the govern-
ment. In this comnection thore might alah be conaidered the oxpense which
the Pedoral Reserve System is saving the govermmont by issuing ite notes

in substlitution for gold certificates, not for its own profit tmt solely

in the pablic interest. This seving will h,wﬁly increaned when the
set has been smended so as to facilitate the process,

¥r. Bovee, superintendent of the issay 0frice has recemtly asked
us whether we could help him for a fow months by storing up to perhaps
$800,000,000. to $400,000,000, of gold bars in our vasult and we bave told
him that while 1t would not be possible for us to store any such amount a8
he indicates our asttitude wounld be to cooperate att# and sssist him as far
as may be procticable without interfering with our own facilities and those
of our membor banksS. Ve are now studying what new voult compartments we
are likely to need during the next year or two, and have told lir, Bovee
that when this survey is f;nlthodwmm reply t0 him definitely. We
nave stated to him, however, that if the remission of the 50 cents per
$#1,000+ charge could be made we should be inclined to aoquire jromptly and
earry on hand a substantidl amount of gold bawrs in antlcipation of their
being needed under our foreign agreements, which would give him some mossure
of relief even should we mot be able to store burs for hls account.

It is our desire, thersfore, in view of the importamt effect which
we feel the agreements now under negotiation with the Bank of ingland and
the Bunmk of France will have in steadying oredit conditlons in the United
States with conse-uent advantage to our commercial, industrial and agricml-
tural interests, and in omder that we may be zble to operate with the grest-

gat freedom under these agreements, if concluded,

ederal Reserve Bank of St. Louis




Digitized for FRASER

http://fraser.stlouisfed.org/
Federal Reserve Bank of (E&!

4 Honorable . Ge Meoideo, 3/3/1%.

{2) That we should be able, without paying the charge of
50 cents per 1,000, to procure from the Assay
office mzmwcmmmmmmw
United States mint gold bars as wo may desire nor-

re-selling :
until our relation wtha!mmwm
the issay Office reguired or pemitted us to do so.

and the precedent thorefore scems established for
the extention of the privilege, under sppropriate
safeguards, to this bank,

with respoot to (2), slready referred to brisfly in my letter to
mammm 1 will ask the privilege of deferring writing you st length
until some tims next week uns our study of the details is mot quite completed,
but I am writing you to-day abont the other changes desired as Mr. Bovee tells
us he expects to be in Washingtom early next wedak and you might wish to dis-
cuss them with him. 3

We trust that the walvimg of these two charges in our case, to the
extent and under the conditioms above described, may receive your favorable
consideration, amd it would be a great satisfactiom if they could be adjusted
8008 o8 we should like very mmch to bo able to climinate memtion of them from
our proposal to the Bamk of France which should go forward some time next
wocks

Respoctfully yours,

Honorable ¥W. G. Ecidoo, Ghairman,
Searetary of the Tressury,
Washington, D. Ce




Desr Mr. Secretary:

1 have delayed writing you further in continuance of sy letter
of Barch 5»d until after the meeting of our board of directors to-day,
in order that I might have smthority to convey to you certain assurances
e suggested by Governor Harding.

We are now suthorized by our board of directors to assure you +

|

that if you will reestablish the old rule under which the issay Office
advanced only 90¥ of the estimated value of gold deposited with it, this
"vamic will offer to advance to respomsible parties umder apyropriate guar-
antees and for lots of $1,000,000, and over, 98% of the estimated valus

of gold bars deposited and 99% of the estimated value of foreign sold coln .

-— P

deposited subject to determination of the sotual valu¥s at the isssy Office.
Oar offer would be subject to discontimuance qpn mﬁﬁﬁh notice, but

least :

it wonld be our intemntion to contimme it in rma/dnrut the present n-

I

traordinary movement of som towards this country remulting from condi-
tions arising out of the Zuropesn war. |
Governor Harding suggested also that we should write you vh#t

advantages would accrue to the Federal reserve bank from such raombim-
! *\
ment of the old rale. & '“\
| b
Generally speaking, it would emable this bank to have gold com- AT

A
mmcammtnw-mumtmwpunmn. m-ﬁ&u \
the gold it could retaln would depend upon vapying conditions. |

Specifieally, the reestablishmemt of the rule would emable the

bank (1) to pay out in elearing house settlements any silver certificates
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and lagal tender notes it might hold, and thereby to maintaim all its re-
serve in gold; and (2) at times, to issume Federal reserve notes against gold
for the regquirements of member banks. Of course, the possibility of is-
suing notes against such gold would be very much increased if the reserve
amendment now under consideoration by Congress were enacted.

The reestablishment of tﬁo rule would put this bank in the same
relation with regard to the sssay Office in which the Banik of ingland finds
itself with regard to the British wint. The ability of the Bank of England
through this relation to divert through its machinery all gold imported into

Fngland is considered a most important nlgumz of strength, and we have no
doubt that a similar relation to the jssay O0friece taken in conjumstion with
a revision of certain Assay Office charges to us, referred to in my letter
of March 3rd, could bo developed in time into am equslly important olement
of strength for the Federal Reserve System.

Respectfully yours,

Honorable W. G. Neadoo, 4

Sesrotary of the Treasury,
wnmt“’ D. Go

PJ/ RAH
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Denver, Colorado,
March 27, 1917,
PERSONAL.

Dear Hr. Secretary:

This ie the most trying absencs from my work that I have ever
suffered but I am looking forward to returning by the first of Jume,
barring unforseen developments and, in faet, counld return sooner than
that if my presence was noeded.

This letter is to urge that you do not hesitate to call on me
for amy work here, in New York or abroad in which 1 can be of any service
to ths Government.

1 am led to write you Just mow Because of suggestions, which seem
to have the appearance of authority, that you are contemplating financial
arrengements abroad in connection with war developments. Ky relations in
London and Paris with the bankers are, as you know, of long standing and
I hasten to assure you of my desire to utilize them in any wey which would
be of serviece to you.

With kindest reg;ar;la, 1 am,

Very truly yours,

Hon. W. G, lisddoo,
Treasury Department,
Weshington, D. Ce

Bs/cc
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April 9, 1917.

My dear Mr. Secretary:

Concerning the proposed Govermment dond issue, which was discussed
by the govermors of the Pederal reserve banks with you last week, we have
taken occasion at this bank to confer with a few of the leading bankers in
this oity, including some private bankers, national bankers and trust com-

pany officers. Tor purposes of discussion we took as a text the memorandum

on bond issues which the governors of the reserve banks prepared and of

which I think 'r, Alken has sent you a copy. In oase, however, you have

not received it for any reason, I am enclosing a oom} herewith for ready
réference.

The consensus of opinion on the pointe suggested in the memorandum
was as follows:

1, As to amount: It was unanimously agreed that an issue of
five billion dollars coul(} not be placed at one time at any reasonable rate
of intereat. The majority of those conferred with felt that such a large
iasue could not be placed at guy rate of intereat at all. They were all of
opinion that it would be wiae} if the Govermment decided that four or five
billion dollars should be ralsed by bond issues during the first year, that
an amouncement to that effeect might be made but that the first offefing for
public subscoription should be for one billion dollars or, at the outside,
two billions.

They also were unanimously in accordance with the governors' memo-

randum to the effect that the issue shounld he free from all taxes and should
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most certainly carry the privilege of conversion into any subsequent issues
carrying a higher interest rate that might be brought out dnring the period
of the war.

2. As to rate: They were all of opinion that sn issue of as much
as a billion dollars could not be placed at 3%. They thought that such an
issue could be placed at 3 1/29 and that an issue of two billion dollars could
be placed at 4%. 4 few of those consulted thought that two billions might

be placed at 3 1/2% if there was a very able publicity campaign conducted.

Se 8 to price: They were all strongly of opinion that the price

should be par and interest and that an issue of the size contemplated ought
not to be offered to the publie for tenders but should be offered for sub-
seription at the flat rate.

4. As to terms: They were substantially in sccordance with the
views of the governors to the effect that the bonds should be redeemable af-
ter a‘oortain mmber of years from the date of issue, w;th an anmual retire-
ment thereafter of a certain percentasge of the total amount in order to retire
the whole at a given time; or in the alternative that sufficient sinking fund
provisions should be provided for. However, most of those present agreed
that an annual retirement v;aa. preferable to a sinking fund.

B. As to denomination: 7he opinion was unanimous that the demomi-
nations should be as low as #50. and possibly as low as £20, but that if £20.
bonds were to be igsmed, there should not be any £50. ones.

6 8 to subscrintions: They agreed with the governors' memor andum
that the placing of the bonds and obtaining subsoriptions should be handled
through the Pederal reserve banks as fiscal agents of the Government and that
subsgriptions should be received by all national banks, state banks, trust
companies, savings banks, private bankers and postoffices. They all agreed

that it would be unfortunate to designate certain private bankers {(to the ex-
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elusion of others) who would be included as official receivers of subseriptions,
as this would tend tc; create hard feeling. They suggested that insteasd, any
private banker should be authorized to receive subseriptions for the reserve
banks.

They also felt strongly that a first-class yobliecity committee should
be organized as promptly as poassible to take charge of the advertising and
that this committee should be formed of advertising, publicity men and bond
distributors, most of whom should have larger experience than the publiecity
men Of the bond houses and banks themselves. .

7. lMethod of receivigg subscription payments: The general opinion
prevailed that the subacriptioﬁa should all be payable at once and not by in-
stalments, especially if the initial offering was for a billion dollars. In
any event, subscriptions in amounts of #1,000. or less should be cleaned up
in one payment, even if the larger ones might be paid by instalments.

8. Deposit of proceeds: The feeling was wnanimous that the bulk

of the proceeds should not be transferred to the Treasury or the Federsl re-
serve banks. Upon the gquestion of leaving subseriptions with state banks and
trust companies (not members of the Federal Reserve System) there was not a
general expression of opinion, but it was clearly brought out that if it was

~ decided that the proceeds s&zonld not be deposited with the nommember institu-
tions, this intention on the part of the Government should be made clear suf-

ficiently in advance for such institutions to prepare for the shifting of

their deposite.

The general feeling was that the institutions with whom the deposits
were left or made should not be required to pay interest on them, as this would,
as a practical matter, compel them to make use of the funds in order to eamn
thelr interest charges, which would have a deteimentsal effect on the general
situation; and furthermore, that if no interest were charged on the balances,

Digitized for FRASER the efforts of the instimtions to obtain subseriptions might be increased.
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There was some criticism of the governors® suggestion to the effect that de-
posits in the other institutions be made by the Pederal reserve banks, the
genaral opinion being that such a provision would cause an unnecessary compli-
cation and that the deposits might be made with the institutions or left with
them direet by the Govermment, instead of having it made by the reserve banks.

The feeling was very strongly expressed that 1t would be far better
to have a comparatively small initial issue at an attractive rate, s0 that the
bonde would be quickly taken by the ultimate investors and go to a slight pre-
mium, which would have a very stimlating effect upon further issuwes. It
was also suggested that the initial issue might be accompanied by an official
statement to the effect that fﬁthor issues would be forthcoming as the Govern-
ment requirements might dlicsate. One advantage which this method would bring
sbout was stated to be that' a good deal of hesitation would be felt by many
investors in cmittig themselves to large subscriptions of Government bonds
before they imew what the taxation programme of the Government was to be, as
the matter of taxation would have a very direct bearing upon the disposition
of many investors with reapect $0 making large commitments. In this connsc-
tionm it was pointed out that the prevalent rumors comcerning the possibility
of general very heavy increases in mmy forms of texation had begun to have
an effect upon both investors and business men, who were in a state of uncer-
tainty as to how seriously their holdings and incomes might be affected.

With respect to the size of the issue, I think there was a general
sentiment that an initial offering of more than two billion dollars would
necessitate a violent readjustment in the values of existing securities and
would thus add another obstacle in the way of placing the loan.

One more reason advanced against such a large initial offering was

the fact that there was no existing afmosphere which had aroused the country,

such as great loss of life among our fighting force or Zeppelin or other attacks
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on United States soil, so that the people had not been worked up to carry &

1 large floatation along on & wave of enthusiam.

I hope that these suggestions may prove of some assistance to you.

As this conference was arranged wholely on the initiative of Mr.
Jay and myself, we took great pains to indicate to those with whom we talked
that we were scting on our own initiative and not at all at the request or
sugeestion of yourself or anyone else in the goverment, and that we desired

their suggestions and advice for our own guidance in making recormendations

. a8 to how any bond issue might best be handled, and naturally the matter was |
g treated in an extremely confidential manmer. :

Very truly yours,

Secretary.
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Denver, Colorado,
April 11, 1917.

PERSONAL.

Dear Mr. Seeretary:

Our association and friendship of the last two and a half years
is excuse for this letter.

For some months past letters have been coming to me from our
mutual friends, almost all of them referring to the great pressure under
which you are working and the severe houra of work that have been im-
posed upon you. Mlay I offer myself as an eiaq:le of the consequences of
trylng to do too much one's self. I am writing this beceuse you have just
lost two valusble assistants in Mr. Malburn and Mr. Peters, and 1 hope
that in this crises in our affairs where your labors mean so much to the

~ nation, that you will take the wise course of selecting a staff of compe-
tent assistande to relisve you of the burden of detall and give yom op-
portwity for some fresh air and recreation. I have been hoping to read

in the newspapers.that you have appointed a special staff of assistants

to deal with the particular problems ariding out of war end shall be
grievously disappointed if you are mot willing or do mot find it possible
to adopt that policy. |

May I also ventnre. one or two suggestions in regard to the
financial program?

Under ‘Chancellor McKenna's budget, Great Britain in the fiscal
year ending March 31st collected over §2,800,000,000 from taxes, 2 sum
sufficient to discharge the present funded debt of the Unitod States
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Government and of every state, county and mumicipality. This country
has more than twice the wealth of Great Britain and it should certainly
be possible, by an equitable diatnbutidm of taxes, to pay a large pro-
portion of our share of war expense by that means, rather than by perma-
nent borrowings. England's finaneial history during the Napoleonic war,
the Crimean war and the Boer war demonstrated that a program of war
finance must be based upon tax revenues sufficient to meet the normal

expenses of the Government, interest, sinking fund and & large margin in

excess of that for security. 1 sincerely hope, therefore, that the Gov-

ernment will not hesitate to meet the present situation by an extemsive ‘
program of taxation, equitably distributed among all classes. A
We are about to ask the people of the country to subscribe to a
very largs doan, buf Amst yecoguise'ftat $¥ Mis war contimues 1t whll Do
only the first of a number of such loans. 1 hope that the experience of
the belligerent nations will goverm our poliey in arranging the terms of
the pending loan. It is absolutely necessary that the loan should be
over subscribed and sell instantly at a premium. What might appear to be
an immediate loss to the Government in the rate of interest fized inm order
that the loan shall bring a premium at once, will ultimetely be a source
of economy in the ease with which subsequent loans are placed and the
certainty, if handled in that way, thet subsequent loans may be placed on
better terms than the original loam, which is the great desideratum. There-
fore, 1 hope that Congress will vest in you all discretion necessary for
determining the terms of the loans and that yom will decide to make an
issue at par, fixing the rate of interest and terms so that there will be

no guestion as to the premium which it will command.




Be

To - Hon. W. G. lcAdoo. April 11, 1917.

These are just a few of the things that I would have had oppor-
tunity, no doubt, to express had I been able to attend the last conference
of Governors.

Again assuring you of my pope and desire to be of some service
to the Government and to yom personally in connection with these matters,

1 beg to remain,

Sincerely yours,

Hon. W. G. HcAdoo
Treasury Dapmt,
Washington, D. C.

Bs/cc
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Copy for Governor Strong.

——

April 20, 1917.

Dear lr. Seoretary:

¥e received at moon to-day Governor Harding's
tolegram stating that the rate on the certificates had been
ghanged from 2 1/2% to 3§, and promptly communicated with
the various institutions in this city which yesterday had
given us subscriptions aggregating over ¢100,000,000. They
all expressed great satisfagtion st the change in rate and
were especially pleased to learn that both you and the Fed-

eral Reserve Board had approciated their response to the
lesue on the origimal besis. |
Plesse sccept our warmest aprreciation of your de-

gision. It has completely chamged the public attitude to-
wards the new certificates, will greatly increase the mmber
of buyers, and will create a broad market for them which
will make thea most desirable and liquid bamc investmonts.

Respectfully yours,

Chairman.

Honorable W. G. Moidoo,
Seeretary of the Treasury,
washington, D. C.

. B/ R
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May 7, 1917.

Honorable mmAdoo e
Secretary of the Treasury,
Washington.
Ky dear Mr. Secretary:

I was very mmch touched sand pleased by the
kind things you said about my return when we had the
pleasure of entertaining you at luncheon in New York
last Priday. I teke this means of expressing my
deep sppreciation, which I will do in porion at the
first opportunity.

I hear from New York that your remarke were
received with the greatest enthusiasm, and have gone
a long way tdwq;d giving thie immense loan transasetion
Just the kind of a start that is needed to make it

& success.

Yours very truly,

Codoral Rocarve Ronk ofSt lQig .




August 22, 1917.

b Dear Mr. Clagett:

I thank you for your letter of August 2lst

advising me that Secretﬂ %doo will see me on NMenday,

August 27th at noon.
1 expect to be in Washington at that time to

keep my appoinfment with the Secretary.

Yery traly yours,

FOVvernor.

M. B Clagatt, ESq-,
Private Secretary,

to Honorable We G« Mcidoo,
Washington, D« C.

BS/RaH
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May 10, 1918,

Dear lMr, Secretary:
1 am concerned and grieved to learn of your illness and
hope it isneither serious nor painful, You will also always have

in mind the mpdrtamo to the country of your health and ability to

carry on the great work you are doing,
This is just a 1line before leaving for a week's rest to
congratulate you upon the magnificent success of the Third Liberty

Loan, It surely was an achievement of the first order and on& of

which you will certainly be proud for the rest of your life, |
After & short rest I am hoping to run over to Washington

and have a little of your valuable time to discuss plans for the

next loan, ¥r, Jay has already handed you a memorandum covering

much of the ground that we have discussed here., I am convimod

that we must develop permanent organizations and make the work con-

timmous the year round if we are to contimme to realize the success

of the last three loaus,
With warmest r;gards and hoping that you will soon be on

your feet again, I am,

Very sincerely yours,

Honorable W, G, NMGAGQOy—-
Secretary of the Treasury,
Washington, D, C.

BS/REG
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May 51, 1918,
ndi Secretary Meadoos

/ iy 1 was very much pleased indeed to have your letter of the twenty-ninth
this morning, but feel guilty in having added anything to your work when you are
80 hard pressed and not well. The fact is, I have been a good deal worried
thmnmtthomumhymm Constant inguiries come t0 me
v every day about your real condition and whether you are seriously ill or simply
j ] worn out. I have reassured your many friends by telling them that after talking

your vom out of action you developed laryngitis and finally had been persuaded
o get 1;&4 of it by resting.

The Third Liberty loan was & magnificent success. It was not only the
amount/raised, but the widespread enthusiasm and interest displayed by all classes
of peaple. The organization in New York gave the hdloal socialists on the last
smaatorribh:oltandmnhmmuhngwnmutomchnpof
huﬂ among that class of our people who had nu.a to respond in former loans,

B !our letter gives me an opportunity to vrltn a few words about the pro-

~  gram of taxation. I am delighted that you had courage to insist upon tax legis-
lation at this session and you will be pleased tb know that almost without excep-

. tion that is the feeling here in New York. ‘There is a strong, insistent demand

‘ among business men here to see taxes increased scientifically so that the corpora-

1 tions and individuals that are benefitted in business profits by the war shall pay
over in taxes a large portion of these war profits. They feel that a very large
revenue can be collected for the Government without hardship on anyone by the
imposition of sclentific taxes of that character. Nor are they going to objeat
to higher income taxes, particularly on unearned incomes as distinguished from
working incomes.

o4 No one knows better than I do how earnestly you desire these very things

and if, in eny way, 1 can be of assistance you will, I am sure, command me without
hesitation,

Please take care of yourself. I return to you, reinforced, the
sentiments expressed in the last paragraph of your letter.

With warmest regards, believe me,

Sincerely yours,

Honorable Wm. G. licadoo,

White Sulphur Springs,
Virginia,

BS/M3B
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June 15, 1918.

V]
19

21 1 XhB
4,/;&"“(9\\ 5

Dear Sir:
h%“«of!f;lumtm&oclty,lumdiu
you herewith copy of.tﬁc’&u received this morning from Mr. J. F.
Welborn, Denver, Colorade, which explains itself.
W.Mdﬂu“ﬂm&hamuﬁmnm
on his return to the office. ‘

. Very truly yours,

Seeretary to lr. Strong.

Homorable William G. MeAdoo,

White Sulphur Springs,
West Virginia,

Enele
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June 15, 1918.
a b

Desar Secretary HcAdoo: it \16\

I have taken the liberty, without your knowledge, of telegraph-
ing my friend J. ., Welborn, President of the Coelorade Pusl and Irem Company,
Denver, inquiring for imformation such a2 you will need in comnection with
your trip. The substance of his reply was telegraphed to you this moerning,

Let me say that VWelbern is a splendid fellew, = very warm friend,
snd he and hie friend W, V. Hodges, enother fime feallew, ars excecdingly
enxious to do everything in their power to give you just the kind of trip
that you meed. If you would feel willing to put yourself im their hands,
you can surely rely upea their earrying out any wish theat you express which
would ssrve to protect you againet sntertaimment or any ethor interference
to your complete rest.

I know Colorade pretty well., While the eltitude is stimulating,
the weather is gorgeous et this season and you would ba, in a few wasks, so
thoroughly rested and restored that I feel sure ths balance of this year
would pragent no terrors vhen you came beck raefreshed and invigoratad.

I would bs tempted to invite myself to bs your guide and companion
nro it not my knowledge that neithsr you nor I could keep away from com=
stant discussion of all of sur problems and perplexities, and that is just what
you are going away to avold.

I will keep you posted as I hear from Welbern and possibly between
us we can put the Secratary of the Treasury hack on his feet again.

With wammest regerds,

Sincerely,

Honorable Wm. G. McAdoo,
¥hite Sudphur § prings,
Virginia,

BS . MSB
Encs.
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REGISTI 3 October 19, 1918,

Dear Secretary MciAdoo:

It came to my knowledge that the President expected to be at
the New Amsterdam Theatre Friday night of last week, and a number of the
members of the lLiberty loan Organization went there in order to help
along the cdlebration occasioned by his presence., You doubtless read
that something like $750,000 of bonds was sold by Hr, Hazard to the audience,
Some of the members of ouwr organization subscribed rather generously that
evening and two or three of them have asked if it would be possible to
obtain the President's autograph on a $50.00 bond, as he did sign a number
of bonds which were sold for cash in the audience, It just happened, as
ltﬁk would have it, that we all seemed to arrive at the theatre strapped
for cash in our pockets, and didn't have the money to buy the necessary
$50.00 bonds.

On the chance that you will not think this an unreasanable re-
guest on my part, partigsulgrly as two of the bonds are for our chairmen,

including myseif, 1 enclose three $50.00 bonds by registered mail, and

' if it is possible to obtain the President’'s autograph on them, we would

igitized for FRASER
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very greatly appreciate it.

Cordially,

Honorable Wm, G. Meiddoo,
“Hecretary of tHE"TrEEEUFy, "
Wwashington, D. C.

BS/MSB
Encs,




/ & _;.):;_
Fogzy, R
October 2&7’ Mﬁ VR B
My dear Secretary Meadoo:

I am most grateful to you for your courtesy in sending me those
bonds bearing the President's autograph, and particularly for the one
bearing your own, which you sent for me personally. Of course you realizge
that the Government will never be called upom to pay these bonds; they
will be highly valued souveniers of some work which we sll enjoyed, but
really of the privilege which we particularly enjoyed im doing some work
for "Uncle Sam."

Many thanks for the good wishes and the good advice contaimed in
your letter, Just to show you how mach I value it, I am golag to take it,
as 1 am leaving on Wednesday for ten days® absence, and then after a short
stay at the office fé? ego away again,

With congratulations upon this fourth successful loan, and
warmest regaerds, I am, .

Very sincerely yours,

Secretary 5T 1) Qrea;u,'
Washington, D, C.

BS/M3B
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Hovember 25, 1918,

Dear r. Jecrelary:

I am writing this letter with the greatest possible reluctance
and regret, for I realize that it is quite impossible to express my dis-
appointment in learning of your decision to relinguish your office as
Secretary of the Treasury, and the difference it will mean in my personal
relations with your depuriment.

Ho one, 1 believe, realizes, either in the Bressuvy or outside
of it, what a splendid administration you have had quite s0 well as I do,
It is best illustrated by a comparison of what has been done by the
Preasury Department in this war and what happened during our Civil War,
Through Secretary Chase, as I recsll, the Government, shortly after the

war broke out, paid as high as 12% for temporary loans. By the first

of Januery, 1862, the Government, and practically all of the bdanks of
the country, had suspended specie payment. In the later days of the war
the Government sold its bonds bearing 67 interest at the equivalent of
about 454 of par value, gold basis, and the entire cost of the war was
iess than a third the cost of this war, and much less than the total
amount of the Fourth Liberty Loan. We abandoned sound principles of
fipance in favor of fiat money and started the country on the rarpage

of speculation, witnessing at one time, in consequence of our defective
policy, & quotation of 280% for gold in exchange for paper money or
bank oredit.

¥hen the history of the Treasury in this war comes to be
written, it will be found that the Government never paid over 4 1/2%
for bank loans or over 4 1/4% on its bonds; that there has not only
been no premium oa gold, but, in fact, that gold payment has been con-
tinufed by every bank in the country, and by the Treasury as well;
that we have adhered to sound banking and mometary principles; and that
during this year and one-half bank failures have probably been less in
number and amount than during any similar period for a great many years
past,

I recite this simply to give you a very slight evidence of
the extent of the loss which 1 believe the country suffers by your
retirement. Your administration has been a notable success - a great
personal achievement for yourself - and I know that you will be re-
warded by the satisfaction which it affords you to have served your
country so splendidly.

In conclusion let me say that I suffer a real and grevious
personal loss to have our association ended.

http://fraser.stlouisfed.org/
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Shest Mo, 2 Secretary Mcadoo 11/25/18.

Wighing you in your future affaire succees and happiness
and everything which you so justly deserve, I am,

Paithfully your friemi,

Honerable Wm, G. HcaAdoo,
Seoretary of the Treasury,
washington, D. C,
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December 12, 1918,

Bear Secretary lcAdoo:
Your letter is one of those letters which one receives

now and then that gives a real glow., I am s0 glad to have you say

that our association has been a pleasure to you. It has been a |
great pleasure to me, and an inspiration as well,
when you come to New York, whether it is to practice
law, to go into business, or whatever it may be, I hope that I
. may be of some service in forwarding your plans, and, particular-
ly, be counted one of your friends, |
$ith warmest regards, believe me,

Very sincerely yours,

Honorable Wm. G. Hcadoo,
Secretary of the Treasury,
washington, D. C.

B5/MSB
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e g T-3ERAL RESERVE BANK
Hay 22, 1919.
iy dear Mr. Shaffer:
lrs Strong directs me to ask you to kindly :
convey to Iir. licidoo his thamks smd appreciation for the \_
autographed photograph which he so thoughtfully sent to hime
is Mr. Stromg desires to reciprocate, I
take plessure in forwafding at his request sm autogravhed
photogravh of himself.
Yours very truly,
Enel, Secretarye.
-  Ja Ha Shaffer, Esqe,
iy Seeretary to lir. lgcldee,
120 Broadway, .c.
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Ay
y dear Mr, Hecidoo: t‘v‘

lany thanks for your kind note of the 1fth, This
last loan, 1 aduit, worried me a bit, but you will be glad to
that our subscriptions in this distriet will probably
; a billion and three-quarters on our guota of & billion

thres hundred and £ifty million. And I am rather hopeful that
we will be at the top of the list this time!  You can not
imagine what a relief 1t is to have the job behind me.

Many thanks to you for yout fine help.
Gordially.

. :
'm, &ih & franklin,

12v irmdm New Torx,
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