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Estes Park, Col.,
August 26%h, 1916.

Dear 8ir:

Among the proposed amendments to the Federal Reserve

Act now before Congress for consideration, is ope which author-

is respectfully eubmitted;-in the\hops that it conveys convin-

cing reasons why f% 8 amend t shuuld be pasged nﬁd, if posei=

[ 1
ble, at this sessian o f Congriess.

,/::Z;:lhc p

greos/;eeogniz.d that the financing of the foreign commerce of
|

or’of the Federal Reserve Act, Con-

the U ed Stnt,J—‘ad for meny years been dependent upen bank-

ing mach aﬁ{;h was under the control of citizens ef .i'ii
peting nutia;c, particularly of Oreat Britain, and that this
dependence should be removed as promptly me possible. Congress
sought te accemplish this, both>by enlarging the powere of nae-
tional banke so as to enable them to do a foreign business and
by conferring upon Federal reserve banks powere and functions

which would supplement the new asctivities of the national banks.

The Federal Reserve Act, in fact, recognizes that international
finance i9 inseparable from internutional commerce and aims to
. establieh our financial system upon a basis where Ameriecan
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To Hon. Carter Olass. | fugs 26, 1916,

eredit eanvtinkﬁco imerican trade. The English sycstem ﬁPoull
be examinred in tois comnection in order to undersiand why Enge
lieh brake have 86 long been able o control the largest pro=-

portidn of the world's international banking, snd what we nust

do to develop and extond our own Syetem upen an equally sesure

basis.

The chief snd fundamentsl reasen for Englfnd's duce
cess, vhich is emphueized by every English uutnorI writing
on this subject, ie the ability emd willingnes her bonke

ers at gll times to meet their for

Since the Bank Act of 1844, this
dation of Snglieh banking. Doep SkeFedersl feserve Act pere

mit the reserve bnnk7/<//:j~f\s

sueN } cobtrel of gold, er will

the : eap as Lthe English banka?

If our couptry is to permenently tuke over even ite
giness, snd is 1o finonce ite own foreign
commerge, ‘is“banktng ayatsm must riret_oainilzlh in the minds

of bamkers ip every psrt of the world that it is aeble and wile
ling to export gold whenever the exchanges make it prot;tablc

for its ereditors to ask for gold payment. Our past rocord

in that respset is bads Singe this couniry reocumed spocie pay~
mont, there have been at lecgt three ooou-inn; when gold payments
were arbitrarily suspended by our bankers, bringing discredit te

our banting system snd sericuely impeiring the confidence which
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To  Hon. Carter Gllass. Aug. 26, 1916,

should be felt in our banke; such confidence, in fact, ae is
now enjoyed by the English system and which we must enjoy, if
we are to compete with England. In 1907 and in the Fall of
1914, our banks arbitrarily deeclined to pay gold to their

ereditors and in the latter case, to their foreign creditors.

During a recent visit to London, our actiorn ¢n these occasions

was frequently mentioned by prominent bankers a
almest insupereble obstacle for us to ovzf:j:;rt
to compete with ERglish bankers in !oraignNQ

any banker with whom I diescussed ih
that thie suspension of inton{f//iicl

upon the banks of New York, par

reating an
our efforts
#, nor did

ter seem Xo\understand

d payment wae forced

a situetion that is now

what by the inherited de=-
ich we hope in time to correct,

4 will illustrate the weakness

of eour podition. ugust of that year, utorltnj ex-
}

change \phesed the 1d export point, the gold held in HQQAYort

/
J

was sca d 65 Clearing House institutions; no one of
them, as I:;:E;I;?‘holding in excess of $50,000,000, (The Na-
tional City Bank), the total of all banks in the city being
about $250.000,900. 0f these 65 institutions, not over eight
or ten had connections and facilities for supplying foreign
drafts to enable our merchants and dealers to make payments

abroad. Had these few institutions, which slone enjoyed the

facilities, undertaken to create all the exchange needed by
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To Hon. Carter Glase, hug. 26, 1916.

ghipping gold to ENrope, their geld would have been exhausted
in a few dags and they had no possible means of replacing it.
The drafts which they sold would be paid for by the purchasers
by cheeks on other bans; Theese checks would be collected .
through the Clearing House and settlement made there, in Qllylr

certifieates and greenbacks ( and later in national bank notes).

Ket only would that have resulted from the direty transactions
of these exchange-drawing banks, but it would e resulted
aleo from the operationsg of all priw o had facile

ities to draw exchange. THey wox ; 1d from
these same large banks, with Wi - kept their accounts,
making payment therefo yqQecks which they received
from the purchasery ¢ ' N 48y in settlement of which,
the banks would again receive jeilver certificates and green-

backs threu

fouse. In other worde, the ship=-
ment of fold by the few institutions which had foreign comnece
tions, uldAhavo, en entirely inadequate to meet the situa=
tion, eve ¢ had shipped the greater pert or all of

their gold.reserves, and, to the extemt shipped, it would have
promptly rieﬁitod in the conversion of their gold holdings ine-
to silver certificates and greenbacks. During the period when
Clearing louse loan certificates were heing iesued, they would
not even have r;coiVed silver certificates and greenbacks, but
would have received the premise to pay of the various Clearing
House banks whiech had to meet debit balances caused by the pres~

entation of the checks deposited by the banks which had shipped
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To Hom. Carter Glass. Aug. 26, 1916.

geld, which they im turm had received from the purchasers of the
exchange.

The ohly means preeumably aveilable for these banks to
restore their gold reserves was by presenting large amounts of
U, 8. notes and silver certificates to the Subtreasury for redemp-

tion in gold. The average amountof gold held by the Treasury

Department in the general fund available for sugl redemptions

of 1914, The comb : : Rgwg of the Treasury, include

and during of , Mych less then this -« a very small

Fedemption of sbout $2,000,000,000 of

- sum indged to insure th
paper mohey, ‘h'fga“"““°‘ of a gold basis for all of ecur
Q i _
currency Aaonduet of the regular financial business of
\__,/
the Government.

.

Three times in recent years a situation has arisen
vhere the free payment or exportetion of gold would have deplet-
ed bank reserves in this way and thrown the burden of furnishing
large amounts of gold upon the Treasury Bnpartncut; when it was
not in position to meet the demand. It would have added to the

alarm already ereated, had the gold reserve of $150,000,000 been
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Te Hon. Carter Glauss. Augs 26, 1916.

used for this purpose nor, in faot, was it so used, or its use
even suggested in a corieis of unprecedented seriousness, in 1914.
The foreign exchanges of the couniry are setiled al-
most entirely through the banks of New York City. They, in turn,
will in luture years largely depend upon the Federal Reserve Dank
of New York for their gold requirements to meet foreign obliga-
tione, when exchange is not otherwise uvailablo,r d the volume

of these obligatione will increase in proportioJ ¢ the extent

to which our new banking system is succe®

own foreign commerce. Enlargoi/}d#--

arise under the new System throéugh
N\

drawn on Hew York bunks and

bankers. Buch iraf}l Englieh acceptors are re-

/
garded by bankers t# pughout the|world as convertible at onece

1.,.

be coavof{’d into gold Tor—withdrawal, if the rate of eXchange

upon arrival pank credit which, in turn, can

characie wn “/ ericqn acceptors must enjoy this same quale

makes tw;\\jourso negessary or profitable. Bille of a like

ity and rapuia@ion if we are to develop successfully the use of
dellar drafte for financing our foreign commerce. Foreign
bankers will net, 1f they can avoid it, buy large amounts of

New York bille, unlese they are mssured that they can he cer-
tain of immediete discount, and rely upon liquidating the re=-
sulting eredit in gold, if necessary. It was, in fact, to bring

about exactly such a development ef our bunking business abroad

that varioue provisions were incor orated in the Federal Reserve
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To Hon. Carter Glaams. Auge 26, 1916,

Ast and Congress should now carefully consider whether adeguate
means are afforded to the reserve banks to mocumulate ¢olJ in i
sufficient quantity to meet the demmnds which may and are ale '
most certain te be made upon ue in later years if, as we hoja,

our internstional banking assumes important wolume. Does the
Federal Reserve Agt, in fact, mccomplish what it waes designed to
accomplish in this respect?

If Federal reserve notes cannot be issued in exchange ‘

reserve banks is the reserve fighos N : : ,

the G@neral Fund of the goverr

shows = tot | sold Foserve of §377,000,000, which was about
69 % of daV’Lit and note liabilities, a perceniage certainly

as low, LIT:B; lower than should be permitted for the entire

system under present conditions. The amount of earning ae~

sets of all the reserve banks at that date was txos,oao;oaa.

which earned, roughly, at the rate of 2 & % for the month of

June. This amount of earning assets at the present average

rate of about 24 # has produced net earnings in the first six
months of 1916 for the entire system of about 2.9 % on the

capitel. Ascuming & moderate increase in expenses, it will
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Te Hon. Carter Glass. Auge 26, 1916

take a further investment of, say, $80,000,000 at present rates
to ensble the 12 reserve banks to earn their current dividends,
regardless of those acecrued. This additional investment will
cause the reserve banks te pay out an equal amount of their
gold reserves so that it ie undoubtedly a faet that if the re-
serve banke were to~day earnihg their dividends, their remerves
would be so low that they could meet no dtsnndf]bf importance

from their member banks for gold for export.

It ie frequently stated thatl pon the reserve

he issue of

to eoﬁnorvc their gold

\
reserve, That is not a facts the firet place, only 14
serve banks consist to-day
of the discounts nkes and. the demands for discounts

fy membar has no connection whatever with

demandg for the issueé #éderal reserve notes - that is, for
eurre liemb bnnkn apply for discounts when they have ex=-
tendeod n to th ir cuctnnoro to the peint of impair-
ment of %hoi: reserves. Tﬁoy take eredit for the proceeds of
the discount in their reserve accounts and draw checks on the
resérve banks ;n thasge galgncoa are used for loans or other~
wise, which checks are ﬁltimntﬂly presented through the ex=-
changes, and must be seitled by the payment of reserve meney,

’ that is, gold. The reserve banke cannot meet these checks

by the wss of Federal reserve notes any more than the Bank of

In gland ean require its depositors te accept its notes in pay=

ment of deposits or redeem its nmotes by the issue of ite own notes.
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Te Hon. Carter Glass. Aug. 26, 1916,

The same statement applies to other investiments nmade
by the reserve banks, thazt is, government bonds, municipal ware
rants and bankere acceptances, (the latter comprising 42 % of
all earning investments.) These are purchased from brokers
and bankere and paid for by check, which checks likewise are
presented through the clearings in the usual course and must

i

be paid by the use of the bank's reserve money.
The only available means of issuing [Fpderal reserve
notes is by delivery or shipment to th&@;\\\ r| banks whose

customers have use for curremcy, afid gn these o ions the

reserve banks are sometimes a mulate, or at any rate,

\
to protect their gold end it f\\

1o\¢\

e re

ailing of such demand that

T

the reserve banks haf put by a tetal of £162,000,000

of gold which is do held by

rve agents, but which doee
not oouut a 'urt their r n rves, and is not directly availe

/

able t? eet the nee -migber banks.
Duringlf7o past 14 or 15 months, since the establishe
ment o & GoLd ‘Bettlement Fund, the RBserve Bank of New York

has, as I reeall, received from the banks of New York City, either

in exchange for Federal reserve notes or through private irans=-
actions with imperters, in the neighborhood of $200,000,000 of
gold, which it eould not retain. This imported gold, however,
which we should have had the power to hold to meet poussible fu-
ture demands, had to be distributed to the other 11 reserve
banks, through the Gold Settlement Fund, in order to settle
for exchange sent to New York by the other reserve banks for

eredit, and through the other reserve banke has Ween put inte
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To Hom. Carter Glass. Auge 26, 1916.

cireuletion, THis operation simply distributes gold certifi-
eates, principally of §10 and $20 denominations throughout the
country in hand teo hand circulation, whereas it should be im=
pounded by the reserve banks and held against future emergen~
cies, Nor will we be successful, of course, in accumulating
gold in a large way against issues of Federal reserve notes une

til the Congress is willing to make Federal resérlve notes re-

serve money for the banks and until thoﬁzzjizn;t able to ac~-
cept reserve notes in settlemsat of Cl ' e balances.

undue expansion of our circulat
is true. Under th//{/,r—\\:

issued agninst dis % nted papey |sclely, will be entirely s fi-

dium. Juite the reversse

t, Federsl reserve notes,

duciary issu ge gold baocking as would be the

ense if fFpBerves could™ cumulated by the exchange of Federal
‘J
reserv otes tor/ﬁ?ld' Had the Federal Resgerve Bank of New

York be l/}ion te effedt such exchanges and retain the

e

gold received during the past year; it would to-day hold in its

note and general reserves poilibly between $450,000,000 and
$500,000,000 of gold imstead of about §225,000,000 as at present.
4¢s percentage of reserves would have been much larger than at
present, possibly over 90 %, and it would be in position to meet
the demande of its member banks for gold for export when that de-

mand arises without an elarming depletion of ibe reserve.
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Toe Hon. Oartor Glass. Auge 26, 19164

Up to the present time, the loss of gold recoived by
the Federal Reserve Bank of New York has been occsslened firet,

by the investment of its funde, payment for which investments

is made in gold; mecend, by sottlements with other reserve banks
through the Gold Settlement Fund of the balunces created by de-
posit of MNew York exchange, sont for eredit,; (which eoperation re-

sults in the conversion of our gold reserve int lver gertifie

cstoi"nnd greenbacke.) When, however, a demang |for gold for

loes of gold

1d for export., Our note issue cannoil be used to pro=-
geld, oug{}tuc-unt- will inerense and our vosorv§ will
decgrense ount of gold paid out againet them. And, as
stated above, were the Federal Reserve Bank of Kow York wile
ling to invest a sufficient amount of its funde to earn ite full
dividends, the amount of its reserve would be so greatly reduced
that we would be unable to meet any considerable demands from our
member banks for gold for export.
This country differs from other modern basking countries
in the vasi number of its banking institutions. For security's

sake thie condition demands = larger fund of assembled gold than
ie required even for England. DPuring the puet twe years, we hove
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Te  Hon. Carter Glsss. Aug. 26, 1916.

witnessed an exhibition of strength by England in the matter
of experts of gold, such as has never before been dieplayed in
the history of bankings This countiry could never have met a
situation such as England is now meeting without changes in
our laws undertakenm in time of emergendy, and risking added

alarm. Nor does England ¢are to risk the lose prectige to

hor foreign banking system by suspending gold expprts, even
in time of war,

It should be borne in min t the Treéaedury of the

United States is generally not n to meet the redemp~

tion of United States notes an certificates in times
; demands upon the reserve

banks for gold have/ Yhe effect\df makihg them the first ageney

tie sorting process described

ie Clearing Houses:. It is highly

he government as well, that this process of

intermediateém tionghould be fortified by as large a reserve
of gold as ¢éan be assgnbxoda

Many New York bankers have inquired of me why the
Federal Reserve Bank of New York was not able te acou mulate a
greater Broportion of the gold now being imported and a greater
porportien of the gold im current cireulation in small denominae-
tion gold certifiestes. There are a number of reasons in addi-

tion to tThose nemed abeve in connection with the note issue:

Y S
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To  Hon, Carter Glass. Aug. 26, 1916.

At present, when gold ie imported from Europe, it ie
immediately deposited with the Assay Office and Assay Office
checks are igsued to foupoauibio depositors for 99 7 of the as- :
sumed value of the gold on the day of deposit. These Assay
Offieq checks are paid through thcjﬁhﬁr!ng House or directly
at the New York Subtressury by the issue of gold certificates.

These gold certificates go into the bank meservey and are grad=

ually shippeé throughout the ecountry and put intd cireculation. _‘

The Emglish system is quits different , the Bank of
England to stand between the impeo

Office, or the mint« The Eng
itors at the rate of 77 s. 104 \dNforbounce, issuifg in payment

snd of, say 12 days; to

the actual sovereigns geimed Wi ti

361d importers, the Bank of | 1
y gold hars at 77 s. 9 d. and
« per ounce of gold is lese than
daye interest and restfits in practieally
eing made by the Bank of Englends Dome
such plan v;uld be possible in this country, yrovidii the note
proviesions of the Federal Reserve Act were amended and it is

safe to say that praetieally =nll the gold imported to the United

8tetes in the past two years would mow be in the vaults of the
Federal Reserve banks, if the Treasury Department discontinued
its practice of immediate payment, ?nd if the reserve banks
could pay for the gold by the issue of a note which would be ag~

cepied in settlement of Clearing House balances.
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we Hon, Carter Glass. Auge 25, 1916,

The Bank of England ie understood %o go even further \
than above deseribed in order to insoure retaining control of
gold receipts; it is gurrently reported that the b;ak alweys
hes enough gold pars at the mint for coinage, to indefinitely
postpone returne by the mint te private depoeitors, so thet all

importers of gold are forced 4o the Bank of Emgland with their

gold barse
Should Comgress determine to amend thq note provis=
’ l

jons and expect reserve banks to avai eans of aceus

mulating & more adeguate goli{:ﬁgnf practice of
jesuing #10 and §20 gold cer tates should be griduslly discon=

\

4inued, and greater diseretio in the Secretary of the

ment %;/’ at amount cirgulation by the Federal Reserve
f they h adequate cirgulating quelities and some hun=
Zjlf gold certificates now in eireulation would
graduully“h?fi;;:;u into the ressrves, not only of the reserve
banks, but of member banks as woll, thoereby gradually increas=
ing the strength of the gold reserve of the whole gounirye.
Unfortunately, issues ¢f Federal reserve notes, pare
ticulerly of the quality now in use, are exceedingly exuonsivee
In fact, the gost, if entirely borne by the reserve banks, ie
prohibitive, unless the resorve banks make use of this very

nethod of accumulating reserves to considerably expand their
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To Home. Carter Gluse. Aug. 26, 1916,

invnotn-nt sccounts This, at the prosent time, ie nighly undé-
sirable and I heve reluctantly come to the conclusion that whene
éver Congress ie willing to suthorize the expangion of note ope

erations by the reserve banke to the degree required, it will be
justified in having the Treasury acoume the cost of the note ise

sue, as there will be a greai saving to the Covermment in the

cost of the prosent issuce of gold certifionteds The reserve

long pericd, and »
$500,000,000 gold

paried wh Y been in our faver, #ithout

u propheey as to any such ocgurrence, it is neverthee
ioicatly/E7poaoibtltty to require the reserve banks
\\_ﬂll,p&rution for extensive demands for gold. As
I hope has icgu brought out by thies letter, means are not
availeble which will be sdequsate for this purpose except through
amendment to the note provisions of the Federsl Reserve Act,

Te summarise the above, the provisions of the Federsl
Reserve Aet ms they are st present, do not permit the reserve
banks to accumulante sufficient gold to meet the demands which
may be made upon thew during a long period of adverse eéxchsnges.

There ie considerable possibility of those conditions =rising.

Federal Reserve Bank of St. Louis Sy vy w I [T o R
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™\ g THE SECRETARY OF THE TREASURY
)
o/ 9 WASHINGTON

March 7, 1919.
g

My dear /_Géiivrernor Strong:

Your kj,nd. letter of February
28}!1 reached my office just ag’ I was taking train for
Virginia, and this is the fi}*st time sincs my return that
I have been able to give ezé attention to my personal
correspondence. I desire fiow to express my very warm
appraciation of your gensrous refsrence to my New York
visit, and you may be syre that I am glad that you think
it did good. I certalyly had svery reason to be grati-
fisd at my cordial regeption there, and am especially
indebted to you for your masny courtesiss.

/ Cordially yours,

P
/ Dz, Zr

Mr. Benjamin Strong,

Federal Reserve Bank,

New York City.
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THE SECRETARY OF THE TREASURY

WASHINGTON

March 7, 1919.

My dear Gévernor Strong:

Your kind letter of February
2§£h reached my office just ag’ I was taking train for
Virginia, and this is the fi¥st time since my return that
I have besn able to give a2§ attention to my personal
correspondence. I desire fiow to express my very warm
apprsciation of your gen?%ous refzsrsnce to my New York
visit, and you may be syre that I am glad that you think
it did good. I certalyly had svery reason to be grati-
fisd at my cordial regeption there, and am especially
indebted to you for your many courtesiss.

// Cordially yours,

/ p
/ 4 v £

Mr. Benjamin Strong,
Federal Reserve Bank,
New York Citye.




April 3, 1919,

Dear ur. Secretary:

In comnection with the plan which I mentioned to you for obtaining
legislation from Congress directed toward the establishment of a scientific budget
system for our Govermment, the committee of which I am a member is mow proposing
to appoint a representative in each 3tate for the purpose of disseminating litera-
ture and information on this important matter in order to arouse some public
interest.

we are fortunate in being able to secure the cooperation of the Institute
.for Government Research and the United States Chamber of Commerce, but we wish to
make our own independent appointments in each State, and, through the State repre-
sentatives, build up local State Organizations of our own, I am now writing to ask
if you can suggest some one to act as State representative in Virginia.

What is needed is s man who will undertake some work, not of a very onemﬁa
character, for patriotic reasons oanly. He should be willing to make some study of the
subject, for which literature is being prepared and will be furnished. He should,
if possible, be able to diac\usa budget legislation publicly; should enjoy the respect
and confidence of the people of the State; and be free of possible charge of partisan-
ship, as, of course, the movement is distinctly nonpartisan,

The plan contemplates that each State representative shall raise a suf-
ficient fund to finance the expense of the State Organization, but that will not be
a large sum, and probably one of the least difficulties.

7ill it be possible for you to suggest some one for the State of Virginia?

1 dislike very much to add anything to the work of your busy days, and if no one
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2 Honorable Carter Glass 4/3/19.

occurs to you at once, please ao mot give it further thought.

Faithiully yours,

Honorable Carter (lass,
Secretary of the Tresasury,
Washington, D. C.

B5/M3B
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™ LIBRARY

. APR 121919
L THE SECRETARY OF THE TREASURY
¢,
_/,’ \) WASHINGT%DERAL RESERVE BANK

April 7, 19194

/
/
/

Dear Governor Strong: 4 A
I received your letter of 5ﬁ£;1 4th with

the enclosed advertisement of the bﬁ.berty Loan,
which I bave examined with a grgd% deal of interest.
I think it is a good idea to géke use of the appeal
to civic pride as you are planning to do. Many

} thanks for sending me thg advertisement.
* vSincerely yours,

" Secretary.

Benj. Strong, Jr., Esq.,
Governor, Federal Reserve Bank,
New York City.
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APR 121919

THE SECRETARY OF THE TREASURY

WASHINSTFEDERAL RESERVE BANk
April 7, 19194

Dear Governor Strong:

T veesivéd your istter ob-Afril 4th with
the enclosed advertisement of the L‘iﬁert)' Loan,
which I have examined with a gregt deal of interest.
I think it is a good idea to make use of the appeal
to eivic pride as you are planning to do. Many
thanks for sending me the ‘advertisement.

Sincerely yours,

Copitey Finso

77 Secretary.

Benj. Strong, Jr., Esq.,
Governor, Federal Reserve Bank,
New York City.
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April 11, 1919,

Dear WMr, Secretary:

lany thanks for your kind letter of April 8th in
regard to én appointment to represent the budget organization
in the State of Virginia. I am transmitting this to the
committee, and am hopeful that they will act promptly.

Sincerely yours,

Honorable Carter Glass,
Jacretary of the Treasury,
wasaington, B, C.

BS/MSB
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. A THE SECRETARY OF THE TREASURY
) O WASHINGTON

Yay 31, 1919,

Wy dear Governors

Now that the Vietory Liberty Loan
Campaign has been brought to a successful
conclusion, I want to tell you how much the
Treasury Department appreciates the cordial
co=operation which it has received from you during
the past two yearse In that period, the Ireasury
has been confronted with financial problems
0f a magnitude never before conceived, and to the
suceessful solution of these questions you have
contributed in very large measuree.

You have relieved me personally of
o a large prart of the responsibility and burden
attached to this office, and have made an
almost impossible task possiblees I wish to
assure you of my deepest appreciation and
heartiest good wishes for your health and-
happiness. B

With warm regard, I am,

Cordially yours,
T ——

Honorable Benjamin Strong,

Governor, Federal Reserve Bank,
New York City.
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T E SIECRETARY OF THE TREASURY
WASHINGTON

Vay 31, 1919.

Iy dear Governors:

Now that the Vietory Liberty Loan
3 Campaign has been brought to a successful
1% conclusion, I want to tell you how much the
Treasury Department appreciates the cordial
- : co=operation which it has received from you during
. the past two yearse In that period, the Treasury
i has been confronted with financial problems
‘ : : of a magnitude never before conceived, and to the
t remrrngry wf P e ~ by - il suceessful solution of these questions you have
: contributed in very large measure.

You have relieved me personally of
a large part of the responsibility and burden
attached to this office, and have made an
5 . ; almost impossible task possibles I wish to
1 s W ik o . assure you of my deepest sppreciation and
s “ ; heartiest good wishes for your health and
: A happiness . . ;

With warmm regard, I am,

Cordially yours,
. | Cpitey Zoevs
T ——

Honorable Benjamin Strong,

: . . Governor, Federal Reserve Bank,
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THE SECRETARY OF THE TREASURY
WASHINGTON

iy dear lIr. Emerson:

I received your letter of the 9th of Mey and thenk you for the
invitation to attend the dinner to be given to Governor Strong snd the
other members of the Centrsl Liberty Loan Committee of the Second Fed-
eral Reserve District on the 26th of liay. I should be very hgp py to
accept. and express in person my deep appreciation of the splendid
service of Governor Strong and the members of his organization in
the Liberty Loan dampaigns, but the exceedin ly great pressure of of-
ficial duties in the Tressury will meke it impossible for me to leave
Weshington at th=t time.

While I em denied the pleasure of attending the farewell dinner
of the New York orgz:aization,//l shzll be glad if you will express my
sincerc sense of gratitude for the efficient znd effective support snd
cooperation that was given the Treaswy by the War Loan Organization
of the Second Federal Eeserve Districte Its great achievements in
every Liberty Loan have been due to the fact thet the efforts of its
lecders smd its entire membership have been guided by the love of
X ‘America and a firm determination that her righteous czuse in war
e should triumphe TFor such unselfish and  triokt ic devotion to the
'\) Govermment of their country the Liberty Losn Orgenizetions of INew
York and the other Federal Reserve Districts deserve tle undying thanks
of the Nation. In the years to come it vill be & source of genuine sat-
isfaction always to the members of these mwnique voluntary orgenizations
to realize that they served America, &nd served Americe well, in the
greatest crisis of her histcrye Vhen I contemplste in the full Iight of
retrospection the megnitude of the loan operatioms and the greatmness of
their schievements, it %s not within the power of the written or spoken
word to express the full measure of spprecicticn that I feel for tke work
of those who have served the Govermment so faithfully without thought of recamense
or personal rewarde I must osk the Loan Orgamizetion to believe that the
inadequacy of langusge finds its campensation in the sincerity of the senti-
ment with which the Govermment at Vashington regerds their great conmtribution
to the success of the war. It is my privilege and pleasure to transmit this
message of thaaks =nd I hope you will convey to Governor Strong and all his
associctes my heartiest good wishes and warmest regerde //
/

Cardially yours,
(signed) Certer Gk ss
Hre. Guy Emerson, e ———
C/o Liberty Lozn Committee,
120 Broadway,
Wew Yoric Citye.
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TREASURY DEPARTMENT

WASHINGTON

July 10, 1919

Iy dear Governor Strong:

On the 14th of lay, the Secrgfauy sent a letter
to lir. Emerson expressing his deep regret that it would
be impossible for him to attend the dinner which the
Central Liberty Loan Committee of the Second Federal
Reserve District desired to give in your honor on the
26th of that month. ILater, I believe, the date was
changed and the invitation to the Secretary was re-
newed. He thought thet it would be possible for him
to accept, but, as you probably recall, at the last
moment developments in Washington remdered this out
of the gquestion. He consequently sent & telegram giv-
ing the reasons why he could not attend. The message
was very brief, end it was made so because his lefter
of the 1l4th of liey was intended for reading st the din~-
ner in case he was not able to be present. I assume
that the letter was forgotten by reason of the lapse
of time, because I am told that only the Secretary's
telegrem was read et the dinner. It occurred to me
that in the circumstances possibly you hed never seen
a copy of it, and for that reasom I am semding it here-
withe

gordially yours,

Assistant to the Secretarye.

Benjamin Strong, Jre, 1sqe,
Governor, Federzl Reserve Bank,
Wew York, Ne. Y.
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My dear Mr. Cooksey:

Your kind letter of July 10th reachedame on the steamer the day
I sailed, and I am writing to express my appreciation of your
thoughtfulness in sending me a copy of Secretary.Glasa' letier of
May t4th. How it happened that the letter was never read nor in
fact brought to my attention, I cannot explain. It exhibits again
the Secretary's thoughtfulness and friendship, and I am taking the
liberty of writing him expressing my appreciation of the many kind
things that he writes about the work of ghedorganization.

With kindest regards and wishing you an enjoyable summer, I
an, :

Sincerely yours,

Hon. G. R. Cocksey,
Treuwsury Department,
Washington, D. C.

Federal Reserve Bank of St. Louis



July 17, 1919.

My dear Mr. Secretary:

Mr. Cooksey was good enough to send me a copy of your kind letter
of May 14th addressed to Mr. Emerson, and which reached me on the
steaner the day I sailed.

What you say about the worketf the Liberty lLoan organization gt.
New York is but another evidence of your friendship and

ness, which I deeply appreciate. How it happened that your lcttor
did not reach me earlier, I am quite unable to explain.

It makes me feel a bit guilty to be taking this trip when so
many of my friends and associates are hard at work during the hot
summer, but I shall hope on my return to settle in the harness
again and make up for lost time.

With kindest regards and with many thanks for your kind
letter, I am,

Sincerely yours,

Hon. Carter Glass,
Treasiify Department,
Washington, D. C.
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THE SECRETARY OF THE TREASURY
WASHINGTON

Decem‘z\r 13, 1919,

My dear Mr, Strong:- DEC 16 1919

Aware though I am of the heavy burden of work
and responsibility resting on you, I venture, in the f{}
public interest, to overcome my reluctance to ask you to f‘%ﬁ
assumeé a further obligation, I am most anxious to have *\ :
you deliver an address at the Second Pan—American Finan-
cial Conference on Thursday afternoon, January 15, at
3:00 P,M, on "The Introduction of the Budget System and
the Improvement of Fiscal Methods in the United States",

I enclose an advance and confidential copy of
meetings and entertainment. I hope within a few days to
be able to send you a list of the gentlemen who have up
to this time signified thelr willingness to serve on the
Group Committees. You will see from these papers the
character of your audience and the importance of the oc-
casion. I feel that you will be rendering a great ser-
vice in stating the situation upon a matter so directly
of interest to all the official delegations in attendance
at the Conference,

I trust that I may be favored with a copy of
your address as far in advance of the Cohference as possi-
ble in order to permit of translation and printing. If
I could have .such a copy by the first of January, I would
feel greatly indebted to you,

I remain, my dear Mr. Strong,

Sincerely yours,
dﬁ%&zﬁér?gfkna(
o

Honorable Benjamin Strong,
Governor of the Federal
Reserve Bank of New York,
New York City.
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Saturday, January 10, 1920,
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Sunday, January 11, 1920,
10:00 A.M,
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Eadargl Dasanio Raple ofSt |0

December 18, 1919.

Dear Mr. Secretary:

It ie moet kind of you to invite me to address the Second Pan
Amsrican Financisl Conference, and upon s« subjset in which you know I am
particulariy interested, - at the same time one which is so near your owWn
heart. This letter, which I am sending to you through ¥r. Leffingwell for
delivery by band ie my explanstion of why i must deny myself thies privilege.

I have been having o thorough overhauling lately by the dectore.
Without going into details, they tell me first that I must go awsy for a few
monthe (they would rather have me go mow, but are willing to wait until the
firet of the yeer.) Beyond that, they say that if I want to save whet heslth
I have 1 musct give up wor for two years entirely or run Lthe risk of being
either a complete invulid the rest of my life, or, ;uégibly, suffer a worse
penaltiy. It hus Decome perfectly obvious to me that my duty, both to the
Bank =nd to myself is to resign, bul it ien't essy to do it, and I am pro-
oerastinating in making 2 fifdal deecieion until some Purther exsminstions snd
reports reach me.

It ceemed unwise te trouble my good friemde in Washinglon with thie

situation until I had resched a decieion and 1 had expected to say nothing

letter seeme to make it necessary to send this explanation, whieh I hope you

will hold in confidence.

It seems quite out of the question that I should attend the con-
ference st a«ll, but thie, of course, I have only learned in the iast few

days.




2 Honorable Cartsr (lass 1

o
.

pea
(%]
.

b
[ %)

¥ith my warmest thanks for your letter and for asking me to take

Honorable Carter

Secretary of the
#eshington, D. C.

¢
BS.MSE
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THE SECRETARY OF THE TREASURY

WASHINGTON

DEC 221919

December 20, 1919.

liy dear Mr. Strong:-

I enclose a special report on the financial cornditions
of Mexico, which I would be glad to have you glance over in
preparation for your service as special represéntative.on the
Group Committee for Mexieo, a responsibility which you wers soO
good as to accept at my request. I would appreciate your courtesy
in returning this report to Room 182, Treasury, &s soon &s you
have completed its reading or in arranging to bring it with

you to the Financial Conferemnce.

Sincerely yours,
—

Secretarye.

Hon. Benj. Stroag, Jr.,
Governor, Pederal Reserve Eank,

New York City.
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December 22, 1619.

¥y desr Nr. Secretary:

This morning's mail brings me your letter of Decewber
Z0th, enclosing & special report upen finaneizl conditiocns im
Wexice, which was probably prepared Lefore you received my receant
letter through Hr, Leffingwell advieing of my inabilily te sttend
the conference.

It ie s greet disappointment to mies the sessicne of

1

. the conference, whiech will be most interesting, snd I particularly

regret being away end loeing this opportunity of being of sowxe
cervice to you in comneeticn with the conference.

Az you will doubtleses sieh to appeint some one in my
place at sn early dets, and, in order that e may have oppertunity
to familiarize him;alfwwitn this material, 1 sm sending it bmeck

al once.

Again expres-ing my sincere regret that I am unsble to serve,

and thanking you for thie evidence of your confidence, I am,

Sincerely yours,

Honorable Carter Glags,
Secretary of the Treasury,
#ashingteon, D. C.

BS.HMEB
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THE SECRETARY OF THE TREASURY

WASHINGTON

Personal
December 31, 1919.

Ily dear Mr. Strong:

Leftingwell handed me your letter just bafore my departure
for Virginia and I placed it among others in my portmanteau in the hope
that I would get time to write you while at home. The expectation was
vain, because while there I was kept constantly occupied with other
matters and was not left a moment for correspondence.

- I was very genuinely distressed to learn of the state of your
health and I sincerely trust that it may not prove as bad as the pre-
liminary examinations appear to indicate. It seems a great pity that
you have been compelled to fight for your life while serving your country
so patriotically and effectively as you did in the war finance period and
subsequently in the period of readjustment. However, I am encouraged
to hope that you may win the fight and I think you are doing exactly
right to conform strictly to the program enjoined by your physicians.

You should quit work for a season and endeavor to dismiss all cares from
your mind.

I would like you to understand that 1 fully appraise the value
of the work you have done and that our differences upon guéstions of
policy have not arisen through any distrust of your absolute sincerity.
I have fundamentally disagreed with some of your conceptions of the
Federal Reserve System and could never be induced to yield my judgment
of such matters since I believe the very existence of the system as a
benificent institution depends upon a strict adherence to the original
intent of the law; but this is a differenge of conviction and involves
no sort of prejudice or dislike. Indeed, had I not liked you so much
personally and so keenly appreciated your fine service I would long
ago have made a sharp issue of our opposing views, for I put the Federal
Reserve System as I have dreamed of it and worked with it above any
other human interest. And I hold out to myself the exgébtation that
when you shall have entirely recovered your health ‘and /are freed from
the distractions and provocatives which are inevitable in such a sit- -
uation you may find yourself in full accord with my interpretations of
the provisions of the law and the purposes of those who contrived it.

Wishing you a speedy and full restoration, as well as happiness
in the meanwhile, believe me,

Sincerely yours,

Mr. Benjamir Strong, Jr., gé : 221
Federal Reserve DBank, .

Few York, N. Y.
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CASTLE HOT SPRINGS HOTEL

Hot Springs, Arizona
January 14, 1920.

My dear Secretary Glass:

‘Your most kind letter of December 31 reached me just as I was teking
the train, and since reaching Arizona I have laid aside every thought of mail
in favor of complete rest, which I sorely needed. But I left greatly relieved
by the receipt of your letter eand freed of an anxiety which had weighed on my
mind ever since my return from sbroad.

I hope you understand that I have always regarded my work in the Reserve
Bank as a great privilege, — the greatest in fact that one could wish to enjoy, -~
and though for the last five years I have, as you say, faced a rather grim fight
with tuberculosie, I cannot regard that as any different from what my own boy
was glad to do when he went to France. It was worth it and I wouldn't have
missed it for any coneideration. As I have frequentlysaid to Leffingwell,
it would be a grievous disappointment to me if, after five years work to make
the Reserve Bank of New York, and possibly to help make the System, an operating
success, 1 found myself out of accord with the autbor of the Reserve Act. But
I am confident that such is not really the case. There is at present, and has
been now for three years, such a difficult end distorted situstion, due to the
war and to war finance, that we have none of us learned by the experience of more
normel conditions, just how the Reserve Bank and the money market in New York can
be made to function together. Although necessary, I have always regretted the
extent to which I had personally dominated the New York eituation. It has
aroused jealousies and distrust of motives, snd st times I cannot help but wonder
whether I or some successor at the head of the bank may not some day be guilty
of some blunder, or worse, which might discredit us all. On the other hand, any-
thing approaching the exercise of & control such as we have had, by a government
body in Washington, I fear would in time, and with the changes which time bring,
lead to a political control of the System with the ever present possibility of mis-
use.

Whet I most want to do, Mr. Secretary, is to bring our minds to meet on
the problems of the System for the long future, even more than on present conditions
and policies which are too unusual to be the basis of permanent judgment. Nothing
ie neasrer my heart than to see this great reform established as the foundation of
our country's future prosperity and security. And not least in importance to me
has been the privilege eand pleasure of sharing with you for a time some of these
duties and burdens which I have really enjoyed, and so largely because it has been
in association with you.

But I want to finish the work, and to have you feel that it was well done,
and more perticulerly that it was honestly done for the best welfare of the country.

Again, many thanks for your letter and for your confidence. I wish you
the same success in the Senate which you bave enjoyed in the House snd the Treasury
and much happiness with it.

Sincerely yours,
(Signed) Benj. Strong.
Honorable Carter Glass,
Secretary of the Treasury,
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} March 5, 1925,
iy dear 3enator: | ‘

It was my bope and expectation, when in Washington this week, to make
an effort to see you «nd thank you personally for the courtesy which you showed
to =y son and Mr. Hamilton; but unfortunately, the pressure of matters which
occupied all of my. time prevented my getting to the Capitel.

Thie is, therefore, to thank you by letter and to express my regret that

I could not do so by word of mouth.

lany times during the paet year I have been tempted to have a talk with
you about the pending b&nziﬁg legislation. There is something sbout the McPadden
bill which I do not like at all. Possibly what I most dislike is the fact that
it #ill prove to be no sclution in the long rum of the matters which it undertakes
to deal with.

As you know, I have never voluntarily or in sny way undertaken to influ-
ence sny legislation relating to the Reserve System, or even to the Natiomal system.
Too many times I have been charged, without juetification, with lobbying and en-
desvoring to do the very ching that 1 have alwnys most scrupuloualy avoided, but I
do regret very much seeing this opportunity for & real legislative treatment of the

| difficult problem miss its main purpose becsuse of some few defects in the bill.

If you would care to have some comments from me about it, I think possibly
it might be proper for me to write you personally, giving you my own views for such
vslue as you may {find them, but beyond that I would not expect to displayl any inter-

eat in the matter.
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#2 Honorable Carter Glass 8/5/25.

Hoping that you keep well, and with many kind wishes, I beg to
remain, &
Very sincerely yours,

it

/NS &

Honorable Carter Glass,
United States Sensate,
Washington, D. C.

BS.LS
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My dear Governor Strong: S 11 -4

: ) 2
Acknowledging yours of March 8th, it gave me
pleasure to show your son and his friend, Wr;'Hamiltdﬁ, the utmost courtesy.
I wish I might have been of greater service.

The McFadden bank bill was utterly bad as it came from the House.
It constituted the most shameless attempt by federal statute to control the
banking establishments of the States that was ever initiated in Congress.
The pretended purpose was to put national banks on a parity of competition
with State banks with respect to branch banking. Its concealed purpose was
to destroy branch banking of every description, The whole scheme was initiated
by Mr. Henry Dawes, of Chicago, who appears to have gone into the Comptroller's
office for no other purpose than to destroy branch banking. Assuming that he
had done this when he constructed the McFadden bill, he abandoned the Comp-
troller's office,

When the McFadden bill came to the Banking and Currency Committee of
tne Senate I took occasion to point out in some detail the objectionable
features of the measure and, in this process, introduced in the record your
letter to the Federal Reserve Board, along with letters from John Perrin and
other Federal Reserve Governors and agents. These are all printed in the
record of hearings; and, together with the analysis of the bill made by the
counsel of the Federal Reserve Board, they constituted such a conclusive
case as to induce the Senate committee radically to alter the bill, omitting
Section 9 altogether gnd revising other provisions.

I would be glad to have your views more in detail before the re-
assembling of Congress next December, because I have no doubt another effort
will be made in behalf of the so-called MeFadden bill., I am thoroughly in
favor of giving national banks every possible privilege, based on sound bank-
ing, that is enjoyed by State institutions. I am also in favor of restricted
branch banking severely safeguarded; but I am not willing to vest the Federal
Reserve Board with legislative authority nor am I willing to do anything that
will exclude desirable State banks from the Federal Reserve system and cause
those that are now members to abandon the system., This the lcFadden bill
would have accomplished.

Vith cordial regards,
Sincerely yours,

Benjamin Strong, Esq., % éa»(/,
-

Federzl Reserve Bank,
New York City.
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Second Federal Reserve District
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120 Broadway New York



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

e



-yl AL

] - _k I;

. - - F :

s oA Kas e

JL B T r."“‘-'.ﬁ.'-. AR

: ‘I"IH | _-.:’l. ...'.i -L-?I" 1y L _'I
X e

: i Wt - ‘L:-





