


14th larech, 1916.

Dear lir. Norman:
I am most grateful to you for your kind note
of today end regret very much having migsed your call.

While my present plen is to s=il on the S/S
"New York™ on larch 24th., it seems quite likely that I
shall remain here until the Tirst of April.

It would be 2 great pleasure to take dinner
with you, and alone as suggested in your note and I will
gay Saturday evening, the 18th et eight o'cloek 4if it suits
your convenience, as I have made engegements for dinner for
the other evenings of this week.

Grenfell tells me that he is hoping to get
you for dimner at his house next week, on lionday evening,
and I shall hope to have the pleasure of seeing you again.

Unless I hear from you further to the con-
trary, you may expect me at your house next Saturday evening.

With kindest Tregerds, I am,

Sincerely yours,




FEDERAL RESERVE BANK ' 'g
OF NEW YORK

May 2, 1916,

" ComPlifenp

o i-on—vrd the conudentlal memorandum Irelared while I was in

London, a1 4o My /6091" eSfer -"u;snfvf,f & wrds oo e feSad Tl

Lo resasd to the difficulty about days of grace, while Ll was
2 teg 6e8iv o 64 15
Hashéng%en—ﬂemoif\arrangedémi first[\ the opinion of

counsel of the Federal Tlee?.erve Board d.S to the sfsfeet-efthesSbatunie—and
of &8k ST, T fuke Subqee” Eolabesi

4% application to days of grace as now M by law in Englandj and

A doeo 28 ¥ poge 1‘ it F/‘rw)w N oJu lmﬂ'@f"",
second, in case his oOp mlon'\' = the

text of an amendment to the sections of the Federal Reserve Act which
relate to these transactions has been prepared and printed for submis-

sion to the committees of Congress, and I am told that there should be
[T ae
little difficulty in having the Act amended. It is, howeverA well not
@cFuatly

to count on favorable action until -r-b—i-e-ac\.oml'vlished.

o for

The other matter is the questien-—of—big® carmarking of gold and«éj/
Chblceeals

gold shipr‘:ents% I would seeas-sy vah?\an expression of your views as to

how this should be dealt with. Should it be understood, for instance,

T 07 Ao
that/\pold will be earmarked at mint prices Km_ua-oeoe—of—ge-]ﬂ ear-

Cuforrantle mede
marked by the Bank of England at mint price less the amm:nt to the Bank

fr omneduad, Paginand-
of L‘ngland,\ so that the net price would be 77 s. 9 d) Your custom differs

from ours in that the Reserve banks do not intervene between the public

G
and the mint,Such gold as we accumlate from importations eemes to us, in
o7 Sub- Dunsurti. chicks ot g opau it fo
the shape of Assay oiilce checks against which weAgoe United States &e%elgs

.menb-hngi gold certlflcates, Lnd— E i es
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wehave—poer tARKINZ & consd i 1 i -
Wik d s ) frowe e dussuny an)
‘ﬁerefore, % we’\earmar here, should
G O o :
. we do so,in bars when we can get them ,at the mint price, or when in coin at Jle et

PNM !mma:!“ its bullion value? This same query woul

o
o

h\t‘,’(b;u)

So ;.ar I have had little time to study this matter, but I am we-
EsRd 1o Feed { hat the fair practice would be to deal with the account on

both side% upon the basis of the actual mint value of fine gold either
‘ Zhenn

in bars or as found to be contained in the coin. Lf gold coin is shipped

¥
: ﬁuwwm)
in settlement of ekisting balances it would be’prewided by theAbank whaielir

/u"ﬂ
% Mat bullion value, but if it should have been earmarked
ot bebtir bans.,

and subsequently re-credited to the accountﬁ& would, I suppose, be credited
A’y

back at its legal tender value’giving the/\bank which-had-edrmarked. the gold

Wthe benefit of the recovery of any abrasion

‘ wiweh, d-€ad oripratiey,

which might have existed in the quantity of coinAeamarked.

Ky, vrpoovidmnee

Of course Athese questions would be minimized and possibly entirely
ofL M Price O a furce) One.
eliminated whenever we are able to use gold in the form of fine bars,\ On the
other hand they would become more complicated if at any time it becomes nec-
essary to earmark or ship any coin other than soVereigns or eagles.

In a preliminary way I feel quite willing to recommend that the mat-

ter be dealt with rather informally and without too detailed a plan being es-

W adiavee
aollshed so long as we find the means c:a,rrymb out the spirit of the memo-
A Coatbmplalty Tal~ viebabe clepu, Mat
randum, which ﬁ r

, - NMM, fewprrari
| m&ymm In the long run is advantage to one insti-
4, dowvng NI DR FR G qud Egunlen > pvieret UOWLET
‘ tutlon one year W its disadgantage the next, TR —

~izes—ibsalf, but I should like to be sure that you and we understa.nd thorough-

ly the guestion of gold values with which we will be dealing in case it became

e

necessary either to earmark or ship gold. W % M

I\‘ oW Yuws @hons Mo 7.




Montagu C. Norman, Esq., 5/2/16.

I suppose you realize that the South is planting a large cotton
crop this year and so far I have seen no reason to modify the views I ex-

pressed to you while in London in regard to thgka-ét of exchange this fall,

Hiy :

except as thase_ifzwe might be modified by the success you are realizing
in assembling American securities. If you can confidentially give me any
light on that subject I will appreciate it.

Since returning I have discussed quite in confidence with some of

fmﬁm,(aﬁ-)

my associates the general character of the plan we ddscussed while in Lon-
don and have been over the memorandum with them. Their attitude justifies

G R{AEL d,.ﬂ {i_l. f;“a‘,l.
EQZEstuggestin; that we should reeedxe.iu complete the detailsﬂas to gl

Suppanp of Evvrarwug 57
shipaent

%K?nd be prepared in case of need this fall to start operations on
rather short notice1although it is not possible at this time to advise you
officially that we can do anything before the conclusion of the war.

With kindest regards to yourself and your associates, and again

many thanks for your courtesy to me while I was in London, I am,

Faithfully yours,

Montagu C. Norman. Esq.,
C/o The Bank of England,
Iondon, England.

BS Jr/RAH




FEDERAL RESERVE BANK
OF NEW YORK

o Nay 24, 1916,

Private and Confidential

My dear Mr , Norman:

I shall be greatly obliged if you will give
me in confidence your opinion of the Anglo-South Ameri-
can Bank, Ltd,, frankly stating the standing of the
institution and its bills in your market,

Thanking you in anticipation, and with kind
regards, I remain,

Yours very truly,
Yie G . e i
b, Jfrexs fv -

Governor,

Montagu C, Norman, Esq., D, S. O,,
¢ /o Bank of England,

Threadneedle Street,

London, England,

HVC /LES,




PERSBUAL.

June 1, 1916.

Uy dear Norman:

The last few weeks have been devoted to a certain
extent to consideration of varioms amendments to the Federal
Reserve Act designed to strengthen the law in certain respects
and eliminate certain inconsistencies which have developed

o4 L

since we started actual operations. In a recent letter to

Lord Cunliffe, I mentioned one of these amendments which will
cure the difficulty in regard to days of grace. Since writing

him, a further amendment has been agreed upon but I am not sure

how it will be recBived by the Committees of Congress. it pro=-

(o)

vides that whenever a Federal Bank appoints a corres-

(4]
®
e ]
-
()

pondent abroad, it will be authorized not only to open an ac=

count with that correspondent, but reccive a similar account

from ite correspondent. 7¢ already recognize the curious ine
conegistency of a statute which would seem t¢ roquire us to do
our business abroad on one side of ceour only nd. this
amendment i1s designed to cure that efect.

stimates of cotton acreage ars just being received.
They indicate a 9 % increase for the whole country over the

acreage planted last year, the principsl increase being in the

Southwest, which means, of mourse, Texas, indicating 'that guite

a large acreage has been planted there. 1t was, as you
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-l 1 Montague C. Norman, Esq. 6/1/16.

somewhat for that reason that I was prompted to suggest the inme
portance of comsidering the exchange situation which might de-
’elop next Fall I am judging {rom newspaper accounts, the pro-
ceedure now undertaken by the British Government t¢ mobilize Amer-
ican securities is calculated to anticipate this possibility and
we are just as much interested as any of our cusiomers abroad in
maintaining a stable exchange situation.
Jim Brown has been away much of the time since my return
and i have only seen him for & few minutes once or twice, nob/huve
I had opportunity to tell him of the many courtesies which you ex-

tended to me while I was in London. He is dining with me to-night

[ #]

however, and I expect 1o give a very good accouvant of you.

Surplus cash reserves of the New York Clearing House

o

sanks and trust companies last Saturday were §65,000,000, this con-

| trasting with a maximum of about $225,000,000, as I recall, last
September. It is the most striking change in financial conditions
ever witnessed inthis country. Bank deposits of the Clearing
House banks have increased about $1,600,000,000 since November 1914
and bank loans nearly §1,500,000,000. The expansion of the HNew
York bank position which represents an enlargement on both sides of
the account of about 75 }, is very nearly the equiwvalent of 2 normal
10 years growth of the banking resources in this city, and it has all
* taken place in less than 22 months. lloney seems to continue sasy,
!
however, and of course business is ‘hmming all over the country.
I would be mighty glad if you would drop me a personal line
now and then telling me how you are and how things are going.
With best regards,

Sincerely yours,

Montague C. Norman, Esq.,
Care Bank of England,
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Lates Park, Colo., July 24, 1916

¢b~> onal.

lr. ontagu-~—HNormen;-
% The Bank of England,
London, England.

dear lorman:

I wrote you & line before leaving liew York, tell-
ing you of my unfortunate illness, and ginee. fhen your
letter of June Z1st has followed me To” ColOradw, where I
t present in exile. '\

3 Y g
ll G
f

| |
Pirst, replying to your letter, the expgnsion in
business to which you refer has indeed been phénomenel.
lonz &8 you znd your allies oL*iuuh tp punmp gold iY
to us, we mey expect underfth&u sthumlous~%e see things
gjutl, active here “:d 11 goatinued Bahking expansion.
fhe Deputy Governor's tfer reached me Just as I was
leaving Rew York and \ am pule0uid,,to answer it in a day
or twoe. Iy uoctVL hag \ \onlXx 8llowed me an hour & day for
correspondence and I }n\ nGLQUVWLll been obliged to pro-
erastinate with a grea @anJ thing We have suffered o
disappointment in ”ugn;tho“ at the hands of our friends -~
called. Some o&’%ie Republican Senators after the Hous
18 (¢ .88ed the bihl ontadning the amendments required,
dec 1deu ic be nas t\‘und'refused to consider the House bill
at this Bewsion, so it will ;o over until December. The
amendments\ were-not necessary to the carrying out of our
vl“zu, but [ would-have facllitated them. There is no doubt as
&e their eventual adoption, and only a tremenduous program
of legislation, wii@h had right of way over these little mat-
ters, enwoled the publicans to side-track our bill.

1

» B W

You seem surprised that the Heserve Banks are the
darlings of Washington. The ehflk* tion is simple: They
are the p{rent over there in Washington of a new baby,
or twelve new babies, and they are naturally proud of them

£ m e 1
&b wa

menduous movem

{ ne with amazement and interest the tre-
el

American securitie
0t

f gold and evidences of accumpulation of
8. Our foreign trade figures for the yearx
ending June 30th, Jjust published, a 7 eonfirm the nececsity
the employment of 21l the measures that are now being
ken foyprovide exchange. jar developments, stimulating
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m&rgct for your local securities, combined with pduliotic

onge to & heavy tax on the income derived from Americen
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curities, will help a great deal in financing matters this
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Our politics to which you refer are still a mystery.

the 11ww ones. It looks to me now as though
would be conducted in a dignified way and i
a very close election.

Referring to your comaecnts in regs to the unfun
debts It amazes me every ti e I see the figures. The las
gtatement appearinzg here indicated vhat 1t/ Bxceeded seven
hundred m sterling. t present rates| of interest, I

Gl prudence, &as wel L8 economy, srould

ded
4

s
(2
‘_In
o)
L 5

should think that }
, rofunding operation as ver
these unfundedewdblig tiﬂws
ra *L e tha;; what ‘

,'OCQI‘(L L:\) ,o'-', te .
\
Just a word about M,uVl*\y.

plansg for

the future.
shances are thaj -1 lf& bo\igay & year, which doesc not

o

wn however thaly/ I an QU‘QN 0“au with the bank, or dropp

. 0T, ne of four direqliors, iir. Lobert H. Treman, 1s

aking my desk ap Wezut soviernor of the bank and 8

e _0on “,ﬁ\p of abbignce for & year. Iy Secrefary
1

osed to

joins me-hers in o Tew weeXs and I expect to have a
office arid keep in 1ﬁz4h /ith things by correspondence, pos
8ibly mpke an occaésional U ' They seem to think

enough of me to Walt y 8&y even longer for

completk storgtion o the doctors all tell me
that ;‘g\ s gtey out me in perfect conditio
The matte Je dealt wit] will be handled just as

1 Sl
vaaougn 1L

th & little dela
that otherwise would not occur. {e 18 !
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re there, although pc s8ibl; |
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the guns have yet been fired in the fall campalgn --

ing

Sl
gompJlLicated

and bersome machine to de: ith i: L this sort
and it takes time to g tarted. calth permit
it is not imposaible that I would take Bix or -;Li»r:'l.- weeks of
0 ear's exile in the trip to London and Paris
but that could hardl; under six months at the
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est reg: to your associates an he same to your good sel
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Estes Park, Colos., August 8, 1916.
8sonaLs
ile W Norman,
: ngland,
London, England.
ly dear rman:
our friendly and,encouraging letfer of July 24th
reaches me and as my sole pleasure and (dissipation jus

(=]

D @ Pt

now is correspondence, it had a verywarm welcome. In &
former letter I said nothing about The natume of my d
ultles as I recall, but they remind me somawk

: ‘ ' 1%l eg out

(4}
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1l 0e
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0l course, nased

feeling that the

out something in figures. In general, it is accounte
+ ho o r 9 v 2 4 ¥ - .

0y the following items:
LleCe 16 Income Tax yments to T yovernment &abo
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2nd. The increased demand for currency, due to .
iness activity. A large part of our circulating medium s v,
is still furnished as required by the conversion of these  [elvw"™
gold bullion receipts into $10 and $20 gold certificates,
which are shipped throughout the country for pay-roll and
other hand to hand payments. There has been a considerable
movement of currency to the west.

3d., The Pederal Reserve Banks some months ago were
acoumulating gold against issues of notes quite actively.
The System now holds sbout 170,000,000 (byy the note issue
in addition to its banking reserves, bul~this process wes
discontinued some months &go, pendingfthﬁ”§369qge of certain
amendments affecting the operation. / 7

{ {

4the I have suspected thet sdme of the/gold re-
ceived from abroad has not yet found its way into bank
reserves and is held in safe tody penddng greater necessity
arising for its deposit; yow may kngw moye—about this than I
doe ‘l ( : i 3

6the The Tr éqsry\fn Washipgton for some months past
heg pursued the polioyg \of dlsaning up the redeftion of Federal
Reserve notes and Hatiqnal Bank nefes which come into its
possession in the ord . course of business. At one time,
88 I recall, the Tr Department held $27,000,000 of
Federal Reserve n . ag)well as & considerable smount of
liational Bank not¢g. <“hé tedemption of this form of currency,
. whigh not count as reserves for our banks, results in
the tran r of gold-and other reserve money to the Treasury
and corresponiing reduction by the banks.

e g T

6thH., Commencing last lMay, some twenty or thirty
million ddllars of additional reserve transfers were nmade
by llationdl Banks to Federal Reserve banks, thereby also
reducinz the published reserve figures.

7th. The Reserve Banks make it their policy to
carry as large & proportion of their reserves in gold &as
possible. The enormous expansion in deposits of our Hational
Banks has increased the reserve requirements and that in turn
has resulfted in larger deposits with the Reserve Banks, which
80 far as possible are carried in gold.

8the There have been considerable shipments of gold
to Cuba which of course is now a creditor nation on account
of the enormous exports of sugar at high prices and very
considerable exports of Cuban ores.

I am sorry hot to be able to make a better exposition
of our reserve position by quoting figures, but I think the
above influences are the Important ones whioh have caused a :
failure of the reflection of gold imports in bank resarves.//<}/
S
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What you say about our politics and the attitude
ogm our investors is only too true. Yolitics and politicians,
» 1!&6 the poor, are always with us. The difficulties that
are being encountered in arranging oredits here I belleve
are almost entirely due to & combination of a hagey notion
that the world may go broke as a result of the war and a
general wide spread ignorance as to value of foreign govern-
ment obligations. It must not be forgotten that our people
haveé always been able to employ their money &t home profit-
ably and they have not yet heen educated to the idea of
conducting a long distance business. Certainly the success
of the French note issue is encouraging &s—+%q possibilities
of getting money on ferms and security that understood
here. I suppose you realize that th largest ore of gold
in the country is out here in Coloraéy, or at least that
has been the understanding ever sincs the gold/gtored in
San Francisco was transferred fo Denver. but ortunately
it is not available for invpgjmen\~ig exﬁfiqﬁgnfbonas.

About the dispariti An rates\that you mention,
I confess it must be a pu 4}@ to anyone not on the spot
to study our money ket \

\ /

:BQnt\fqr short commercial paper which
ugh the Federal Reserve qutem
\to 90 days averaginw about 4%%.
gely %0 single name nofes, such as our
eir ¥gnks and such &s are handled by
kers, and are only taken to Reserve Banks

The rate of di
is almost uniform now
is 4%, the longer 4
This rate applies Z&
give to/

Bon:—leedless to say this accommodation is only

fRb7 the—smaller banks. Very few of the large banks

T-unting their paper any more than the London

® banks rediscount their bills. This might be de~-

C merd san emergency rate. All twelve banks uodaJ only

hold & lifi¥le over twenty fiillions of this class of paper

end this is principally in the south and west. Were we %o
make a rate as low as the rate for our outside transactions,

i it would encourage wxpansion of & dangerous character. As

‘ it is now, many country banks pay as much as 4% or 45% for
deposits and realize from 6% to 8%, or more, on their local
loans. ©Such banks in the west and south should not be en-
couraged to expand by borrowing money from Reserve Banks,
therefore the member bank rate is maintained at a fairly 3
high level. M

On the contrary, the open market rate for bills,
which now averages about 2dy, is kept low for variots
reasons the principal one, of course, being aVery high

, ais which general bears three or four
y one of which is absolutely good. Another
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being our desire to cultivate the liquid guality o6f this
er, upon which any member bank can realize any instent
the Reserve Bank at & very low rate. A third idea be-
ing to establish a favorable relation between rates for
bankers' acceptances and rates for stock exchange called™
loans and another vreason, which I transmit with a blush,
is in order to give our bankers an opportunity to establish
this business of creating liquid bills in competition with
our good friend abroad. 1

Dealing in bills is confined to the larger money
centers where money is cheap. The Reservqjﬁanks hold about
$86,000,000 of bills of this oharaqﬁgg\;gi he rest are

very largely held in New York, Bostoniﬁﬁﬁ\ﬂgdelphia and

ChiO&gO- S x
From the abhove you 7 i that the te for re~-

discount of commercial papé osed to bear soie
relationship to the rate 2o eral time loans, which
today are about 4% for 6 m n liew York as against
our 4% 30 and 60 day rate fo ommercial paper bearing

bank endorsamentég}ﬂhe et rate for bills is sup-
posed to bear soneg relgggx call monsy rate which
today is sbout 2ift in New \Ybrk.

J

The tuf@i development of our rates will be to
have banigzgfaccsp_ “of the first quality command about
the ;ng'rates as oéall -money and the regular discount rate
for meriber$ averaged around the rate for time loans. Ve
are So| young at/{his business, however, that the above re-

Q

! 850 o

i 7 I omitted to say when referring to the gold situation
that if these amendments pass in Washington, it will enable
the Reserve Banks to asccumulate gold much more effectively
than at present issuing their own notes therefor, and this
we regard as one of the safety factors for future use when
the exghanges may turn. Your surmise in thet respect is
correct.

The wer news to which you refer seems from this side
to justify considerable optimism, general comment here being
that for the first time the whole German situation is de-
fensive. luch surprise has been expressed at the various
public utterances of prominent Germans from the Kaiser down,
which are interpreted herc as being & bit hysterical.

1 have had for some days pest a letter written to the
Deputy Governor in regard to our discussions, which I am
unable to send until final word comes from Washington re-
garding the proposed amendments to the Federal Reserve Acte




Every day seems to bring some new developments.

he bill has finally passed the Senate, after belng amended
t@re in certain parts not relating to our matters, so now

it must again pass the House and after passage there, if

not further amended snd if not sent to a conference committee
C th? ﬁwr houses, I have no doubt it will be signed by th

meantime I have worked out the plan by which
yerve Banks might participate with us in transac-
muct also be held in suspense, awaiting the
ashington.

think I am jJustified in saying—that almost all of
our people are favorably inclined to conciuding these matters
when the details are worked out, hut I mustalgso repeat that
word of precaution, that one never \opn tell what will develop
to bring our plans to naught. 4 *
/s

Ao de

u will, sure, \pepdodi this very long letter.
't ie the next Les{: thing to“ha¥ing & chat and when one is
L.rooneu up here in the nountraihs, the temptation to let
gtean i;: i rre ‘i 3td bJ_e. Wonlt\ you give my warmest regards
g
‘U

>

e
respec T rndn and “the Deputy Governor?

bac upon with you in London with both pleasure
and pride, an repeating them just as soon as I
get tThieg maghine s Hatche UPs [ hope you keep well an
are nof working

bor |

th best

NN Yours very sincerely.

P«Se Hartley VWithers has Ju:
"International £
about to be publ
the level to meet T

jeet in this country, and
ecirgulation.

3t sent me his new book -
which &an American edition is
is excellent, written at jJjust
r unformed ideas on that sub-
it has a very wide




4100 Montview Boulevard.

Denver, Colorado,

October 18th, 1916.

My dear Norman:

It is distinctly encouraging to learn by yours of Sept~
ember 22nd that you have had a vacation, I hope it was a real one
and indeed you must never permit my letters to prove a burden in
the answeringe. Time with me just now is a drug on the market and
I am keen to keep in toubh with friende, even the busy ones. If
by ¢hance you do come acress any of the Blixir of Life, do not ¥aste
it upon me but send it to those boyes in Flanders.

I anm sorry my letter of August 8th was not altogether
cleur on the subject of the gold. The explanation, plainly stat-
ed .is that some of the gold which you have been shipping over here
may have been locked up in safe deposit vaults and held available
for deposit so as to build up New York reserves when they become
depleted and at more advantageous {times than the actual day of re-
ceipt on this side. This is very easily done by our system as the
gold can be immediately sold to the Treasury, gold certificates tak-
en out in exchange and the certificates locked up in the vaults of
a safe ‘deposit company or more likely private bank and the gold

would then disappear entirely from the figures of bank reserves une-

til 4t was actually deposited in bank.




Te Montagu Norman, Esq. Oct. 18, 1916,

”m
1

he 5th explanation is rather more important than you may
imagine; OQur Government in collecting ite customs dues, internal
z.wanue, postage collecticns and other income, receives payment to
a very large extent in national bank notes, Federal reserve notes
and other forms of currency <than gold. In consequence, the Treas-
ury some months age had a great accumulation of national bank notes
and Federul reserve notes which of couree it had the right to re-
deem, just as any private holder has the right to redeem these notes
in gold or lawful money. The Treasury cleaned up this miscella=
neous assortment of money in ite vaults by presenting to the Federal
reserve banks for redemptionm in gold all the mccumulated Federal re-
serve notes and this transferred a large amount of gold from the
vaults of the reserve banks where it appeared in the statement of
the bank reserves to the vaults of the Treasury where it disappeared
ffom the bank reserves.

Our Foederal Reserve Act is defective in the provisions for
issues of Federal reserve notes. They do not count as reservés for
national banks nor for state banks organized under the laws of the
State of New York and one or two other states of importance in a
banking sense.

jo hnve now reached the conclusion that Federal reserve
notes should be allowed to count as reserve money for all classes
of banks but that they should be fortified by a larger reserve in
gold than can be accumulated by the reserve banks unless the reserve
banks are allowed to issue the notes against deposits of gold. Ve

feiled im an effort to get the law amended to satisfy our taste at

the last sesssion of Congress but are expecting to make another
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To  lontagu Norman, Esq. Oct. 18, 1916,

¥ effort in December. The total gold in circulation in this country
:!lday amounts to over §2,500,000,000. Of this a very large sum
is carried around in the pockets of the people just as your English
bank notes and currency notes are. I think it desirable to build
up a large holding of gold by note issues against the time when dif=
ficulties may arise camwsed no doubt by adverse exchanges =nd ship=-
ments to Europe. The Chronicle has attacked our policy and advane
ced a lot of absurd arguments to which I am glad to say few people
are paying any attention,

We must have a thorough overhauling of our whole currency
system, if this country ie %0 get rid of $346,000,000 of United
States notes which aresimply fiat money, get rid of a lot of silver
certificates which are now held in bank reserves of which the totel
iscue is $484,000,000 and hasten the retirement of over §700,000,000
of national bank noles which are secured by United States bonds. The
total of these ihree classes of currency is between fifteen and six-
teen hundred million dollars. We want to effect its retirement by
issues of Federal reserve nctes in place of some part of these is-
gues and at the same strengthen the note issue by accumulations of
gold as above described,

I am writing some etuff for the newspapers which I will
send to you when completed and that may throw some light on a very
puzzlingamd complicated situation,

A letter just received from the Deputy Gevernor replying

to my letter of August 3rd will be answered in a day or itwo. 1

realige that in the event of war or panic¢ sudden: demands for ear=

marking gold might produce a little neuralgia. That should be dealt
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To Nontagu Norman, Esq. Octes 18, 1916,

‘fith by the debtor institutions controlling the amount of credits

ac@uulated by the ereditor institutions so that at no time might

the aceount prove a menace to the gold holdings of either.

Your Governg$r voiced a sentiment dnfing our discussion
which it ssemed to me covered this situation exactly. As I recall
it he expressed the view that we should be able to go ahead and do
business with each other without attempting to define every last
item in exact language and that our transactions be governed by
business prudence and mutual confidence.

You are of course quite right that the exchanges would,
following investments in bills, permit of liquidation by mail or
cable remittance in ordinary times. We would buy bills in London
when the diecount on sterling was at or below the point where we could
import gold without loss; we would liquidate bills and sell exchange
whon storling had advanced %o or above the point at which you could
wilhdraw gold from New York without loss. The danger however is
really war time danger. If we should accumulate a large volume of
bills say at present rates and then due to the exigencies of war,
geterling should suffer a sudden decline in New York, we might be

overtaken with panic and call for settlements by earmarking gold but

it ie well to bear in mind that the primary object of the account is
for us to buy exchange and invest in bhills when eterling is at a dis-
count, the greater the discount the greater the inducement to invest
and the greater need for protection of exchanges. Under,those con=-

ditions exchange of views by cable would be impesrative. You would
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To lMontagu Norman, Esq. Oct. 18, 1916,

want to know our intentions and to what extemt you could rely upon
a s table policy by the reserve banks. As you gay in practice
it will probably be & question of the amount which should alwaye
be controlled and could be by use of diseretion by the debtor ine
stitution.

Row looking at the other side of the picture: Some of
us in this country are convinced that the exchanges are not always
going to be in our favor, #“hen they turn we may have a long and
arduoue struggle with the same problems which have been sc acute
with you. Then we will be scrambling for gold and if you are op=-
erating in dollars we will be wondering to what extent you will
¢all upon us to earmark gold in New York. Your purchases of dole
lars will be when dollars are a' a discount ir London and when the
rate on bills in New York is doubtless advancingeand approaching or
above the rates in London.

I am hoping and planning just as soon as the climate come
pletes its work with me out here to make mnother trip to London and
1 am sure that all of these detnils can be worked out tc the satie-
faction of everybody.

You doubtless observed that Congrese amended the Act and
the President signed the amendments so as to cover the two difficule
ties we encountered. We eon buy bills abroad having 90 dayc to run
exclusive of days of graces We c¢an also receive deposit acoounts
from those institutions in foreign countries which we appoint a= our
correspondents in those countries. This makes it very much simpler

to do business when the time comes.
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To Montagu Norman, Esq. Oct. 18, 1916.

Jelay in finel desling with this matter arises from the
necessity for submittiag questions of this kind to a number of dife
ferent authorities. I am hoping to mauke considerable and possibly
final progress in the course of the next few weeks. ky absence has
delayed things & good deal.

iour notable success in :1o&tingkth# last few loans in
Lew York 1 thnink can be attributed as much if\tha general education
0f{ our investing public an the subjeé% 6i- f@o\fa¥ue of foreign gove
vernment securities at present rates as to the ellect of any military
developments. Our people arg realli‘&eginning to realize that if we
want to continue our export {rade &t anything like ite present volume,
we must create the means by expan;ing loans to foreign countries and
the record seems to/bg that eééh newJoan meets with greater success

-

than ite predecesser| and establishes a better market record. here
is an unlimited capaciiy here for absorption of securities but until

recently very little knowledge of the credit of foreign governments

and genefallly of intlefnational financial transactions.

{our Changellor is a bold man. The succese of his present
operations deponds upon the state of mind of the pevple and the policy

a8 a whole of short borrowings seems possible only to the successful
belligerent., Since your letter was written, the successful flotation
of the French loen seems to have cleared the degck pretty well for your
own Ireasurye.

You will doubiless sce Jack Morgan and Harry Davison and

o<

if they are still in London when this letter reaches you won't you

A Y R R T




To

.’40 ntazh‘_ NO Sman 9

%%

o
o SQ L3

,,
"3
fL
-3
.8

your associates and to your good self.
Sincerely yours,
entagu Norman, Esq.,
Care of 7 3ank of Zngland,

England.
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: h' Denver, Colorado,

~ December 23, 1916.

My dear Mr. Norman:

n explains itself.

The enclosed copy of letter of introdu
ir. Johnson is a2 man of considerable means and ly one of the leading

business men of Denver and in addition ng fellow. He is

purposing to drive an ambulance for the American H tal in Paris and

am taking the liberty of writ-

there is the slightest difficulty

to intimate, with the great-
A way by which the incoaveniences of
nz from London to Paris can be

eatly appreciate it. You may be

letter, or give them introductions

Ameri ed Cross the American Ambulance and is going well fortified

with letters ntroduction, ete. As soon as 1 learn definitely the
steamer and date of departure, 1 will advise you. Please, however, do
nothing about their landing or traveling arrangements if it involves any
trouble, any unusual procedure, or, in fact, if my suggestion is in amy
way out of order.

1 hope to write you and more formally to Lord Cunliffe in the

near future in regard to our banking arrangements. To the best of my




To - Mr. Norman. December 23, 1916,

‘ belief, every obstacle in the way of concluding the metter has now
been removed, particularly those which nocessit%ed amending the
£\
T - - = » ‘\ | 1
Federal Reserve Act, vhich after some dela- and\ebcplanations has
\

|

been fimally accomplished. \

\
5

\ \

¥ith warmest regards, believe m’,"" TR

—

-‘\' x\‘\.
Very truly yours,
P N/

Montagn C. Norman,
Thorpe Lodge,
Campden Hill, W.,

London, Eng. o

BS/CC




My dear ir. Norman:
This letter will be

Johnson

soncerning whom 1

r. Johnson r

have assured him that

least shaking hands with yo

good

1 43

7\

Montagu Norman,

BOO PO DS

London,

Bs/cc

should not _paes~Shrouzh

wishes that 1 send for

ith warmest regards,

Denver, Colorado,
December 23, 1916.

presented to yom )!’:;/"fn{‘
',/ /a
4 \

jl J V i S ——
yop funder separate dpyer.

have written

ealizes how very busy y4qu are, but I nav}a;‘theless
/

h London wifpout at
u .",ngj"tbnvayim; tJy!\l ’jd}sdnélly many

the T{"e'ﬂ Year. |

I\ am, ,
S\asgrely

youys,/




My dear Norman:

————————— S ——

This most tardy thanks
- s d- 2 — 1ia 9 e - 4 Tacae
greevings is none the less

over the holidays and on

4

matters which have kept me

think I should but the

be,

you how greatly 1

%

short time\l}

very

velopuments, but wril got dv‘so no

forward.

returning

appreciat

ho

Denver, Colorado,
Januvary 12, 1917,

for your cablé with

i
o

all $houl

nearty,
foend
busisx

rush is now wyer asnd~J

e your thinking of me,.

5

untid Orficial

11th warmest regaydg to yoh and your assciates
vishes for the New Yehr, I amy

11%: 1 PO

delavye
3

you about

the ‘season's

de \I

ciill

recent de-

letters go

and pest

ot

absent

than my medical adfisor seems to

211
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Denver, Colorad o,
January 19, 1917,

&

P

You and your associates must have been tempted when the ammounce-
ment of the Federal Reserve Board in regfwd—He—our rdgzotiations was un-

expectedly made on to put me in that cabegery of undependable

people with whom it may be dangerghus to nvoRduct confidentifl negotiations.

The announcement came as a cogpléte surprige to me and was mede without my

1 o ands * - oy vy $ 4 « 2q 3 ~ R— - 2 3
knowle@ge or consent, but I want \{Osgf An justice to my associates in

ot
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statement they did, ghd when one is\bdypo thdusénd miles away, it is not
9

possible to keep in| §ouch as one woulfi)like to and my absence mav in 2

a . SUURE & oy £ e D s  emins A s & : -ty 3 1 % - s % 11 )
neasure account for\wat was donse. ¥ fhink I know you well enougn o
N &n i

my colleggues, who m sure were most desirous of doing nothing which

-

After a good deal of

studg, 1 have prepared s/ Yetter which will go forward in 2 day or two

somewhat elaborating on the memorandum pre-

pared wag in London I hope that this,with such changes and
additions as you and your associates feel reguired to make in it, will form
H basis of an understanding which in course of time will develop the

closest possible relationship between your great i:

istitution and our new




To - lir. Hormane. January 19, 1917,

1t has seemed important to me for various reasons that evem

though extensive transactions were not undertaken at this time, we

ghould nevertheless perfect our arrangements end put the plan in opera-

tion so that the relationship will be fait 1 attach great

development of conditions
1%t now looks as tho o get away for a short

visit to England popsibly\Aext June, at v h time we should be able

¢luded at once, I am hopeful that the start
enable this matter also to be concluded when 1

go abroad. My\doctor, who is a very conservative and experienced prac-

titioner, has \tbld me within the last few days that he now feels quite

confident that\by the spring or early sumer 1 will be as goodas new,
stronger and more vigorous than #vhave been for many years and he thinks

a trip such as 1 have in mind will be just what is needed to put on the

finishing touches.




Jamuary 19, 1917,

think of you and your associates a great deal, wonder how

whether you are overworking and

eyt 4= 4 -
STV LA 2101‘1;,..

strain of these anxious times may not be leading\ypu to p

upon your strength. You must understand how \irksome it

exile here when so meny important metpers are ding.
With my warmest regards to you and to Lord Cumliffe and M

.

Cokayne, I beg to remain,

éifhfully yohrs,

Hontagu C. Norman, Esfeq
Care, Bank of England/
London, Ingland.




Denver, Colorado,
parch 22, 1917.

“illb dear Norman:
e

Your favor of Merch 5th and its various enclosures just reaches

me and 1 am grateful for your thoughtfulnes : me these separate

copies, which will save quite a bit of

1 shall not write you about th il I have

an bankers, is edited and

of the American press\about thege financial developments.

le I blame the pwess of this country very much for the silly

stuff they say 1 think your own newspapers fail to show

intelligent djderimination in what they select for reproduction some-
times, and wheh\one realizes that an article such as the one you semnt

me is doubtles tten by some young fellow getting $2500 or $3000 a
year, could never have been apross the ocean and never had opportunity to
jinform himself, it does seem mnfortunate that he should be the one to
advertise our ignorance and stupidity about some things.

-1f, as 1 still hope, it becomes possible for me %o 20 to London

this summer, [ would be glad of your edvice as to the least dangerous




To & Mr. Norman. darch 22, 1917.

*thod of travel. Maybe I will have to enlist and 80 over on one of
your Canadian troop ships.

'lease pardon the fulminations about this article. It is a

=1

ways gels under my skin, having b

eeny ¥he victim of that

1w

LWO and a hall years.
17

you and youyr-agsociates.

v v/ einceredy vonr
Vefy/sincergly yours,

Montagu Morgan,
Care, Bank of. Ingland,

~wn 2 Y -
L0Naon, Bl e N
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Denver, Colorado,
March 27, 1917,
L ERS ONAL -
liy dear Norman:
 —

Your letter of February 23d is received and has been read with
much satisfaction. iir. Jolmson has written me of the courtesy shown him
on his arrival and 1 am sure he and his sister very much appreciated it.
They wrote that they were going at once to Paris to take up their work
and I have not since heard from them.

What you say about the annommcement last Christmas relieves my
mind very much. Matters have developed so rapidly here since your letter
was written that I feel justified now in writing you a bit more frankly
than has up to now been possible. KNothing has caused me greater concern
and anxiety than the avpearance at times of misunderstandings between
your comntry and ours. Those of us who have opportunity to promote better
relations and better understandings must not feil to take advantage of it
and what little I could do towards thet accomplishment has been one of the
moet agreeable occurrences of the past two years. It now looks as though
-we would shortly be ranged along side of you and your allies, 1 hope both
in financial, economic and military measures, to bring this war to a de-
cisive and successful conclusion. My oldest boy is about to be mustered
into the service and you may know that if there were anything 1 could do in
any department of the work, I would be at it at once.

Now about our proposals for relations between the Bank of England
and the Federal Reserve Bank. I have studied the Governmor's letter and the

revised memorandum with eare, as have my associates, and believe that the
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To - Mr. Norman. March 27, 1917.

only really 6‘mt point is the understanding that our transactions
should be conducted upon & gold basis in any eventuality. This means, of
. course, that the Bank of England will from time to time limit its engage-
ment to the Federal Reserve Bank to such amount as it considers prudent,
in case the transactions should appear to it to be larger than justified

for the Bank of England to undertake to settle in gold. With the exception

of one or two wnimportant phrases, 1 think we are in substantial agreement
on all points, and I sincerely hope to see the matter concluded very shortly.

You have, wmndoubtedly, been fully advised of the change of attitude
of the Federal Reserve Board, first evidenced by the announcement of ten
days ago and later by Mr. Harding's speech before the Quill Club of New

York, advocating loans by our Government, Let me say as to the last pro-

posal, it has been received with enthusiasm even right here in Denver, the

only comments I have heard being.to the effect that it is a very small con-
tribution in aild of a cause for which your people and your allies are making
sacrifices beyond estimate.

My doctor tells me that I ean return to New York in June. Plans for
the summer are still indefinite but if there is occasion to do so, I shall
certainly make an effort to go to England and then to France, so as to make

our arrangements with you and the Bank of France effective and practical.

Will you kindly convey my regards to the Govermor and Deputy Governor
and the same to you. Please don't take valuable time to reply to my letters.
1 am a loafer and you are more than busy.

Faithfully yours,
Montagu Norman, Esqe,

Bank of England,
London.

BS/ccC




Denver, Colorado,

~ April 2, 1917.

Dear Norman:
——

The cablegram of March 28th which I have just received from Lord
Cunliffe, through the office, indicates the possibility of amn early conclusion
of our long discussed alliance. I hope it outlives both of us and that it
will promptly demonstrate its usefulness.

It would be of considerable assistance to me if 1 could have, in-
formally, an expression of your views as to our arrangements in Paris. You

will recall that the few words in our original memorandum relating to a

similar arrangement between the Bank of France and the Federal Reserve Bank
of New York really occupied more time in our discussion than all the rest of
the memorandum. My correspondence with Govermor Pallain has been equally
protracted. We have recently, however, been able t0 make notable progress
and, with slight variations neceasary to adapt the arrangements to French
conditions, 1 have some hope of concluding matters on similar lines before

very long. There are, however, two points concerning which 1 would like to

have your views, which I hope you will send me quite personally and in-
formally, but as fully as you maye.

I have little information as to the status of the English-French
exchanges and of the steps which are being taken to keep rates ateﬁdy and
under control. It might be of advantage for us to receive in advance any
suggestions which you believe will be of value to us, as well as to your-
selves, in connection with the management of both the English and French ac-
counts. in case we are successful in our negotiations both in in London and

in Paris. Realizing how difficult it is to deal with these matters by cor-

e
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To - Mr Normane. April 2, 1917.

o
respondence, leads me to the second poimt; Might it nmot be a good plan
for me to run over to London just as soon as possible after returning to
New York? 1 am plamning to leave here about the first of Jume and if the
trip is possible, 1 certainly should be able to sail by August lst, or even
earlier. 1 shall need your advice., as suggested in my last letter, as %o
the best means of crossing.

Congress meets today and 1 think there is every reason to believe
that within forty-eight hours we will have formally recognized a state of
war with Germany. You certainly realize with what satisfaction I shall re-
coive this news, as 1 confidently expect that once this first step is taken,
our people will soon realize the obligation and necessity for lemding every
possible assistance, - military, financial and economic - toward bringing
the war to a decisive and successful conclusion.

1 am taking the liberty of setting the Bankers magazine straight
on some recent developments, but, of course, doing it without having my name
appear, and 1 hope what they publish proves to be more accurate this time.

With kindest regards to you and your associates,

Faithfully yours,

Montagu Norman, EsQe.,
Care Bank of England,
London, Ingland.

BS/CC
P.Ss Since dictating the above the President's message has mede our

position clear to the world. 1 could not refrain from cabling Lord Cunliffe
as per enclosed copy. How great a satisfaction this is to me 1 am sure you
will realize and, frankly, it is a tremendous load off my mind.

Ence

.




Denver, Colorado,
L T April 19, 1917.

My dear Norman:
1 have wanted for some time past to write you some expression of
my satisfactioJ.end happiness in feeling that the restraints of neutrality
need no longer apply to our correspondence and friendshipt/ 1t is a
great disappointment to me that my illness provents some more active part
in war activities than seems possible. 1 am returning to New York about
June lst and may be able then to do 3 1little service. HMeantime, my oldest |

boy, who has been a Sophomore at Princeton, has been mustered into the

[vs ]

Federal army and is just now engaged with about twenty of his companions
in guarding some three hundred interned sailors, taken from the msrchant
liners in New York. He has had about & year's military training and 1
have no doubt will be among the first to cross the ocean with any expe-
ditionary force. It certainly brings the war closely home to me, but

then it is no different from the situation with all my friends, whose sons
without exception are engaged in some form of preparation for military or
naval servigce.

This is the situation towards which 1 was confidently looking
forwerd vhen 1 wae in London last year end 1 am happy now to think that
my best hopes are being realized and that we are with you heart and soul
and with every resource that the country can provide.

1 am daily awaiting word of Lord Cumnliffe's arrival and hope to

make a flying trip Ezst to sce him before returning permanently. Let us

nope that the alliance botween England and the United States in the war




To - Mr. Norman.

o

April 19, 1917.

will be accompanied by a very close alliance betweean your great insti-
tution and mine, which will be based not upon selfish interests, but

rather upon mutual interests and matual confidence.
With every good wish and with every assurance that the war will
now be successfully and decisively concluded before very long, 1 am,

Sincerely yours,

Montagu C. Norman, ESQe.,
Cars, Bank of England,
London.

Bs/cc
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May 8, 1917,

T

Deay lOrmon:

This letter will be presented to you by my oldest son, Benj

e

1

Strong, Jr., who is procoeding to Parie to take up his duties in the

A

American Ambulanco service with the PFrench Army, He has boen & studont

of Princeton and is going with a number of his frien

Ben hag been in the NWational Guard for about a year aud was
mustered into the United States Army. Very much to his regrot, he has
been mustered out of the service because his eyea failed to meet the re-

quired standard, as he iz obliged to wear glasses cven when on duty,
raturally, I do not want him to pass through London without tak-
ing the oprortunity, if possible, of meeting you,

I have told him not to hesitate to call upon you at any time

for advice,

[N
=

Mannieln <111
.;!L.’.n[lh.‘“; .,‘()LL

advance for anything that you may De adle to

Yery sincerely yours,

e s P
wgn O, Normon, Esq.,

Bank of England,

London, England,




EQUITABLE BUILDING
NEW YORK

May 10, 1917.

,7(>

Dear Norman:

I have'taken the liberty of giving a note of
introduction, as per the enclosed copy, to my oldest
80N, He may not have an opportunity to present it but
I am sure you will be glad to see him if he does so.

With warmest regards, believe me

Sincerely yours,

[o%?}// 19614

/

Montague C. Norman, E8qe,
Bank of England,
London, England.

e, )
/



“ Denver, Colorado,
May 16, 1917.

My dear Norman:
—

Your letter of April 26th wes in Denver on my return this

morning from a two weeks' trip to New York, where 1 went particularly to

meet Lord Cunliffe and have a chat with him about various matters of in-

terest to us hoth,

I have before me while 1 am dictating this a photograph of the

first advance made by our Government, which is a transfer cheek for

$200,000,000, drawn on the Federal Reserve Bank of New York in favor of

Meessrs. J. P. llorgan & Company by your Financial Jecretary tc the Treasury,

Sir Sam H. Lever. What a magnificent change this evidcnces! I cannot

tell you what & joy and satisfaction it hae afforded ze to sse these first

steps, sordid and commonplace as thoy are reduced $o terams of dollars, but

really evideneing the determination of this nation to pui every ounce of

strength it has alongside of you and your allies. You doubtless will hear

shortly from Lord Cunliffe of the details of his trip; he and his associztes
ned a grand welcome in New York - nmothing could have beecn more mgnificent

or inspiring, but I shall not burden you with details, which he will be able

uch betters

5
<

to glive you sc
illy trip to London, while not entirely abandoned, seous a little less ‘

certain because in the first place I have accepted the Chairmamship of the

Liberty Loan Committee in New York, which will earry the great burden of

rlacing these war lcans and, second, because the banking trensactions grow-

ing out of them will center in our Bank in New York and will require the
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To - Mr. Horman. May 16, 1917.

} utmost care in the handling so as to avoid money disturbances. Again,
your good Govermor will give you details, with which he is quite familiar.
But for the moment at least 1 feel that my duty is right here umtil this
first loan is successfully launched and the process of redissribution of
funids affected. Then I think I shall feel free to make the trip if it
8till seems advisable; of course | will let you kmow well in advance.

Arrangements are now in course of making to org_gize 2 censorship
of foreign exchange transactions. Doubtless the hmén of organizing that
will also rest on the Federal Reserve Bank of New York and I have taken the
liberty of suggesting that it might be profitable to both of us if &ou could
be persuaded to come to New York and give us the benefit of your experience.
The plan in detail will depend upon the passage of some legislation now
pending, as otherwise our authority is most limited.

We are handicapped in starting our transactions with you on account
of having no compotent men to look after the detail of that Department, but
I am hoping to get ono in the near future. Meantime, as you say, conditions
meke our arrangements of minor importance when these Government loans are
coming along so faste.

The French arrangement to which you refer is rather difficult 1
must confess. The question of the rate of exchange seems to stick with
our friend Pallain and I =m hoping this week to prepare a dissertation on
the subject which may or may not result in final action. :

With my warmest regarde to you and your associates, 1 am as always,

Faithfully yours,
Hontagu Norman, Isq.,
Bank of England,
London.

BS/cc
R R R R R O




Denver, Colorado,
Hay 18, 1917.

iy depr Horman:
The enclosed leaf from the Journal oq the American Bankers
Association will, I hope, take the sting out of that sarlier article.

With wermest regards,

Faithfully yours,

Hontagu Norman, Esq.,
Bank of England,
London, Ingland.




July 2nd, 1917.

Hy dear Norman:

I am just advieed by B. F. Stevens & Brown, 4 Trafalgar
Square, that they can furnikh me a complete set of Irish posters =
131 in all « for £30. I am wondering whéther it will be neces-
gsary to pay as much as that for these posters. I am very anxe
ious to get them as just now I am working to secure as complete
a set as poessible and later on expect to give them to Princeton
University.

Would it be possible for me to also get the posters
of the War Savings Association and the last British loan which
was so successful?

This is & trifling thing to bother you with but I am
exceedingly anxious to have my set as complete as possible.

With kindest regards, I am,

Faithfully yours,

Wontague Norman, Esq.,
Bank of England,
London, ¥ngland.

BS/vCH




' July 6th, 1917.
ERSOAL
My dear Norman:

Yours of the 12th of June has just resmched me and I
can only send you a line of thanks in acknowledgement as I am
cleaning up some work on a holiday preparatory to running over
to Washington.

My boy went directly to ¥rance and is now driving a
munitions truck and probably having a fine time. At any rate,
he got whal he wanted which is the important thing.

About taking care of myself, I am doing it as well as

poessible. fiow that the loan is successfully launched and only

the work of cleaning up the lcose ende remains, I am hoping to

leave for Colorado Saturday or Sunday to be gone a month.

With warmest regards to you and to my other good friends
in the bank, I an,

Cordially yours,

Montague Norman, Esq.,
@gfe Bank of England,
London, Englend.

BS/VCH

Pe Se Do you thimk it would a good plan for us to ex-
change letters and possibly cables at regular intervals in regard
to our respective money markets? Our government's operations
here, both in the way of loans a?d tax levies promisef to be so

heevy that we may have considerable developments to figure on.
e




August 28th, 19217.

¥y dear Norman:

I am most grateful to you for your help in rowunding
up the posters which will be an important addition to my col-
lection. Fnclosed is a draft for 230 to cover the irish pos-
ters and I think on the whdle it will be the best plam to have
them all shipped to me here by some good forwarding agent
rather than to await my next rather uncertain trip to London.

I do hope this is not causing you a lot of bother.

With warmest regards,

Sincerely yours,

Montagu lNorman, Esq.,
Care Bank of England,
London, E. C. 2, England.
BS/veH

Ence.



iy dear Norman;

EQUITABLE BUILDING

‘NEW YORK

December 8, 1917,

My preoccupation through the Liberty Loan campaigns

amd then some indisposition that sent me away for a month have

delayed a reply to your kind note of October 19th, returning

my draft for £30.

I am now writing to thank you very heartily for
taking the trouble to hunt out those Irish posters, which

have come to hand, and which I am very glad to have in my

collection,

With many good wishes to you and my other friends

at the bank, I am,

M., Norman, Esq.,
Bank of England,
London, England.

BS/MSB

Sincerely yours,




January 21, 1918.

My dear Norman:

I have taken the liberty of giving a note of intro- ’ ‘-’ ,’f
duction addressed to you, to my friend, Mr. John T. Pratt, tho
is sailing for France this week.

Mr. Pratt is a well-known New Yorker, son of Mr.
Charles Pratt whom you doubtless know as one time connected
with the Standard 0il Company. Since the outbreak of the war
he has been engaged in some important work in the Department
of Labor, in Washington, and has now resigned to take up work
in France.

He is a very warm personal friend of mine and a de-
lightful fellow in every way, and I hope his engagements a-
broad permit him opportunity to meet you. Anything that you
can do to facilitate the objects of his trip will be warmly ap-
preciated.

With kindest remembrances for the New Year, and thank-
ing you in advance, I beg to remain,

Sincerely yours,
Mr. Montagu-Normal,.....

Bank of England,
London, England.

BS/HAB




January 21, 1918,

Dear Sir:

This note will be presented to you by my friend, Mr.

ww.. John T, Pratt, who is just leaving this country to accept a

position of importance in the American Red Cross, Field
Service, in France.

I hope that Mr. Pratt's duties will permit him op-
portunity to present this letter to you, as he is a very warm
friend of mine and I am sure you will be glad to know him.

Anything that you can do to facilitate his work or
his trip will be greatly appreciated by me.

Faithfully yours,

agu Ko
Bank of E o
London, England.

BS/HAB
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April 27th, 1918.
h;

Dear Norman
Mw

Only the very busy environment in commection with the

o

Liberty Loan has delayed my sending you this note of wamm good
wishes upon your taking office as peputy Governor of the Bank of
Englend.

It is a wonderful tribute to you for which, however,I
know the penalty is a very heavy one in the respomsibility which
goes with it. I wish you every possible success and heppiness :
and honour which, of course, I know how fully you deserve.

You will be itterested I am sure in knowing what a wonder-
ful change has taken place in public sentiment about the war. Ve
are thoroughly aroused, I believe, %o the world's peril and the
enly eriticism one hears now is oriticiem of those in authority for
pot getting armies to France fast enough. Cive us time and we will
have all the men and &ll the supplies needed. The best word one
can send you from America is the plea to hold out on the Western
front until we have the privilege of joining you im giving Cermany
a sound thrashing.

Incidentally, there are a good many indiscreet Cermans in
this country nursing black eyes and damaged features as a result of

{indiscreet remarks in public places. The enclosed cartoon is & lit-

tle evidence of the extemt of the sentiment.




-0 fo Montagu Norman, Esq. Apl .27, 1918.

Our loan is booming. We have not yet completed the total
but still have aight days to go with about two billions of the loan
already subscribed. The distribution is the most wonderful thing
that has ever been accomplished. Practically everybody from one end
of the land to the other is buying bonds. With this, I am enclosing
an account of what took place im a little commumity up in the Adiron-
dacks. Incidents of this kind come to light from all over the country.
So please be mure that we are on the way and in dead earnest.

Cordially yours

Covernor.

Mentagu Norman, Esq.,
Deputy Governor, Bank of England,
London, Pngland.

BS*VOM

Encs.
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October 2, 1918,

in |/
My dear Norman; NG /

Many thanks for your kind note of September 10th,
T

I am hopeful that arrangements with the Bank of brénée may
shortly materialize and be of like character with those
already so happily established with the Bank of England,

I wish I had time to write you fully about our
pending loan, It is an undertaking of immense size, and
will require efforts even greater than heretofore attempted,

We are confident, however, of making the loan go.

Cordially yours,

lontague C. Norman, Lsq.,
Director of the Bank of England,
London, England.,

BS/1SB
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Hovember 22, 1918,

My dear Horman:

Your letter of Uctober 22nd reached me a little delayed
owing to my absence in Fashington, where some of us assembled for
the purpose of discussing that rather difficult and unpleasant
operation of "washing dirty dishes.” 1 suspect that you and yowr
associates have made more extensive preparation for that sort of
#ork than we have,

it will be a great pleasure to meet ¥y, Rae if I am here
when he arrives, and, if not, I will see that he is suitably re-
ceived by my associates. ‘he last year and one-half has not had
a particularly favorable effect upon my physical well-boing so I
am going off shortly to patch up a bit in the hope that I can buckle
down to work in the Spring. Anything that we can do for Mr, Rae
will be & pleasurse on your account and because, aa you know, of our
very earnest desire to promote anything that means & closer alliance
and better understandings with you and yours,

we have not been able to eliminate in this country, as you
have, the detriment of "business as usual,” 1 regret to say that
a large part of the cost of this war has been conducted as & luxury,
50 to speak, without interfering to as great an extemt as it shoudd
with owr regular businese, and, particularly, with our every day
extravagances, Business has really been booming in most lines
and, of course, this makes it the more difficult to clean up war
opsrations on satisfactory terms, I hope, however, that the slow-
down of our war industries will bring about enough liguidation to
liguidate baunk loans and, somewhat, the position of the reserve banks,
winich have carried, as you know, indirectly, a very considerable
part of the load, We are, however, fortunate in one thing, that
the greater part of nearly seventeen billions of doll&rs of bonds
has been pretty well absorbed; the earliest maturity is ten years
hencey and the short borrowings of the overnment have been cleaned
up twice a year until the present time, when 1 fear there will be
some overlap, possibly of a billion or a billion and a half dollare.

The fourth liberty Loan was an astonishing success, The
country took within eleven million dollars of the great total of
sevan billions, mesning nearly a billion dollars over-subscription,

In this district we were charged with raising & billion, eight hundred
million and actually raised two billioms, forty-four millions, The
best estimate, so far, would indicate that there were about twenty-
one million subscoribers, and this, of course, does not take into
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account the sale of war savings and thrift stamps,

1 have saved wntil the conclusion of this letter a word
of rejoicing about the glorious outcome of this war, what &
splendid thing it is] If you will be good enough t0 show this
letter to your associates, 1 will convey to all of them, including
lord Cunliffe, whom I presume you see regularly, & suggestion that
is very much in my heart.

The princlpal danger now ahead of us, to my mind, is not
socisl and political disorder. We are going to have changed social
and political conditions, but I am confident that order will graduslly
be restored even in distracted Russia as the real centre of infection
is in course of being booted out, namely Csmrmany. Yhat 1 40 fesr
is that our peace negotiatlons, and possibly their terms and cone
clusions, will develop along lines of economic strife. 1 soe evidenco
not only in this couatry, bdut in England, that business men amnd those
in political office who claim to represent business are thinking of
the main chance, and if England and the United States can not agree
upon a program by which the strife of competition for businsss in all
departments and in all parts of the world is not held under control,
we will revert, I fear, %o a period of economic barbarism whioch will
menace our prospority and certainly not promote owr happriness, Those
men who are about to s8it in Versailles and determine the fate of the
whole world for generations %o come, have the opportunity to start
the world toward better days, or they msy make it the occasion %o
strive for national advantage one over the other, which will make the
fruits of this war rather bitter in future years, I think that our
President, who is here regaxded much as an idealist, has, neverthe-
less, oxprossed in his public utterances about peace ths sentimonts
which should control at these negotiations, and, for one, I am glad
that he is going %o attend, as now seors likely, bectuss I hallieve
he may be relied upon t0 use his great influence %o the linmlt to
elininate from the council that very element of strifs which I great-
1y fear,

There is no doubt that much of the world's happiness in the
future will depend upon the relations now being established between
your gountry and ours, Don't let's permit ourselves to fall back
upon 0ld methods, but set up some sort of economic partnership in which
every self-respecting and deserving nation may participate,

You may laugh if you please at this exposure 0of my personal
feelinga, mhich were just as strong when I was last in london, although,
possibly, I did not thea feel at liberty to express them, I am relying
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very much in future years in financial matters upon the strength of
our allisnce with the Bank of England to help in the direction of the
above suggestion, /

%hy don't you take the time some day to write me just how
you feel aboul things.

The war is ovor -- We paid but a amall price socmpared to
you and others iu winning it, and I want to see this great gountry
contribute now what 1t seemed unable to contribute in the early
days, and that 1s a great constriictive piece of work in rostoring
50 mmeh of the damage that you and others have suffered.

vith warmest regards to you, Cokayne, uud the others at
the Bank, 1 abi,

Very sincerely yours,

"

Eontsgue C, Jorman, 1sq.,
Eh.e ‘Bﬁm‘“v" j"%:"f"'m»,,

fonon, . C. X

B3/u3B
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My dear Norman; \

with this I am enclosing copy of a note of introduction which

I am handing to Senator Robert L. Owen., You will doubtless recall him

e 1 e e A s

as one of the authors (associated with Representative Glass of the House)
of our rederal Reserve Act.

The federal Reserve Act involved such stupendous changes in our
banking system and methods; and was indeed a venture into such néw fields,
that, naturally, its perfection has involved numerous amendmeqts since
its original passage., In this whole matter Senator Owen has had a con-
tinuous interest and responsibility by reason of his chairmanship of the
Finance Committee of the Senate, to which legislation of that character.
is referred, and where it generally originates. |

genator QOwen is, of course, very much interested in methods
pursued abroad and intends, I believe, to devote éome time to their study
during his present visit,

I am frank to say that with some of his views I have not en-
tirely agreed, as I believe them to be rather more radical than is
Justified., On the Sther hand, his deep interest in this great reform
of American banking has resulted in the passage of one of the most im-
portant and constructive pieces of legislation ever enacted in Congress,
and he is able to speak with authority and much knowledge of the develop-

ments in this legislation,
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I hope that you may be able to serve the object of his visit,
and trust without too great inconcenience to your good self in these busy
days.

With cordial regards, believe me,

Sincerely yours,

7 / e ]
z / N ‘,/’ 77
Montague C, Norman, Esq., A /'-[’C?u ‘~.~/’/;

Deputy Governor, Bank of England, ',;/
London, s&ngland,

B3/MSB
Enc,




FEDERAL RESERVE BANK
OF NEW YORK

December 9, 1918,

My dear S5Sir:

This note will be presented to you by my friend, the Honorable
Robert 1. Owen, United Sfates Senator from Oklahoma, whom I have great
pleasure in introducing, .

Senator Owen, who is chairman of the #inance Committee of the
United States Senate, was one of the authors and instrumental in the
passage of what is kno&n as the "Qwen-Glass Bill,".or. ofricially, "The
federal Reserve Act," uander which the Federal Reserve System was created,

During his visit abroad, he hopes to n.ce a study of banking
and financial conditions, and particularly of banxing methods, I will
greatly appreciate any courtesies which you may be able to extend to
Senator Owen and any assistance that you may be able to render to him
i§ connection with this phase of nhis trip abroad.

With assurances of my esteem, 1 beg to remain,

Faithfully yours,

Governor, .

Montague C. Norman, Esq.,
Deputy Covernor, Bank of’England,
london, England,

B5/MSB

o)
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'FEDERAL RESERVE BANK
OF NEW YORK

December 10, 1918,

My doar Norman:
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2 4, Lake George, N. Y.,

AN % February 5, 1919.

n ¢ 181y
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v Il]* » 1

I sm writing to apologize 404 failure to reply to your three
personal letters of December 1llth and 3lst end January 4th, and am writing
separstely to the Govermer in reply to hie officisl letter of December 27th,

The fect is that I am up here in the countiry recovering from #hs
rather strenuous work of raising meney for "Unsle Sam.”

After = month of loafing, I em starting in on mail again and now
propose to inflict you with a long letter.

Social and political disordsrs, I suppose, are inevitabie and I
only hope that a generous ;pirit will prevail in dealing with them. You are
at pome disadvantage in that respect because of the inflexibility of English
tradition and the remnant of influsnce of the so-called ruling class. Frenkly
I fear the influence in Bnglish politics of the reactionary and congervltive.
They will not and csn not seem to see the great chenges which are now upon us
as a result of the war, while, on the other hand, the more progressive states~
men in this couniry, and particularly our President, I believe do sece¢ with a
more flexible end with a longer vision some of the troublss to bs averted by
the adopiion of a generous progrem itoward the men underneath. TYour slection
must have been resssuring end I suspect that still greater reassurance is
coming from the discussions in Paris, vhere President Wilson seems to be
making orogress in coopsration with your own representatives.

Here, in business and finance, we are witneseing a rather prompt
rececsion of prices and e considerable slackening of business, It is still

epotty, but is nevertheless well under wey end I presume is a good thing,
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notwithstending the hardship that it imposes upon thoééiﬁha%?ave stocks of goods.

We are fscing a danger in that respect thet you will likely avoid, for we have
inflated under conditions of proeperity which have left{ our manufacturers and
merchants with pretiy round stocks of goods, vherees I imegine that your shelvesp,
and etill more so those on the Continent, are fairly bare of reserve supplies.
You certeinly heve an immense problem before you in liquidating your
benk position with the enormous government floating debt and thoss wretched cur-
rency notes to deal with, | Our problem is reslly confined to the ligquidation of
possibly four or five billions of benk expansion, which I bslieve would be com=
pletely accomplished if the ressrve banks were a&ble to liguidate about a billion
dollers of their advences. You will observe from the enclosed statement, pre~
liminary to our ennual report, thet in the past year we heve added roughly e
hundred million sterling to our loans, advances end investments at the New York
Bank, which is poseibly 401 of the total reserve bank oxplnsion:> ¥hen one
examines the reserve bank statement carefully, it will be seen that we have
tremendous resources available for the future and I think much of your own problem
will depend upon such understanding ae may be arrived at between our two countries
by vhich thess banking resourcee cen be made of service to yourselves. I would
like to see such an understanding resched between us thaé SRy 128 Wskoving
vill disappear and that these problems may be worked out in partmership so far
as the banking end of it goes. I believe the greatest difficulty comes from a
fear on the part of your London bankers of the Holden type that we are going
to encrofich upon the Znglish banking preserves. Framkly, I don't see how it can
be svoided for & time because when the period of temporary unsettlement is over

we are going to have the reserve of banking capital in this country aad it is
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bound toc find en outlet.

7Some freedom in these metters will enable you to get your raw
maeterisls more promptly end at better terms than otherwise, &nd, in the long
run, the finesncing of the world's commerce will find a natural place and will
not stey permanently in en artificiel place, nor, under artificisl conditioms,
either remain in London or come to New York.

I have been disturbed at the published reports of a discussion of an
internetional gold settlement fund to be eetablished by agreement et Paris.
The only internetional gold fund required for the present is one to be dealt
with by a triangular arrangement between the Bank of Zngland, the Bank of France

and the Federal Regerve Bank of New York., If we can have & thorough-going,

working understanding between the three institutions in this matter, I doubt
if anything further would be required or desirable for many years to come.

| Thank you for the other reports enclossed with yours of December 31st,
vhich I have not yet read, but will do so mow that I am gettling down to work
again.

I hesitated to burden you with those letters of introduction of

Senator Owen., On the other hand, he is & man of importance in all of our bank-
ing end financial legislation. I disagree thoroughly with meny of his views,
and, unfortunately, he is ons of those men from the west vho seem to cherish
some prejudices against !51 Street. You need make no apology for the manner
of his reception. He is a thoroughly educated advertiser, and I gather from

the import of your letter and the clipping enclosed that you have some of that

IR i e
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Senator Owen is beset with the notion that the difficultics of the

owned foreign exchenge bank in this couniry, vhicl ul tabilize exchunge
within the gold shipping pointe end furnieh &ll the gold necessery for the
purpose. Ye have gl »f us opposed thie scheme, and I fear some of us heve
incurred his everlasting enimosity in consequence., I1 is another exemple

the degres to vhich the Americen people like to have business managed Dby

as Joshua and King Ceanute

legicletion. They esporoach the sud

is bearing & bit upon our discussions of bank expangion, . &am cCi=-

interested in reeding.
Tith warmest regardes to you and your essociates, 1 em,

Montegue C. Norman, Esq.,
The Benk 3T %Englend,

London, Englend.
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I have been intending for some weeks t0 write you about a number of
matters, but the pressure of this fifth loan keeps me regularly behindhand in
correspondence,

You surely did not misunderstand our action in duilding up a balance with
the Bank of Zngland! We may add to it some day, but it is to be considered simply
as a peg, t0 remind you that some day we are going to hang something on it,

When Lord Cunliffe was here he displayed a great deal of interest in the
methods pursued in placing our Government bonds., It occurs to me that you and your
associates may be interested in looking at the chart of our headquarters Liberty
loan organization for the Second Federal Reserve District, which gives a graphic
explanation of the detail with which this work is organized. This chart, by the
way, simply covers the orgamization in the City of Kew York, and the so-called head-
quarters organization, which directs activities all over the Second Federal Reserve
District, which comprises New York State, the northern half of New Jersey and a small
part of Connecticut, Very much similar local organizations exist in every city
in the district and generally throughout the country,

With this chart I am sending an illustration of another one of our great
problems,which is reaching peoples of various foreign origins and languages, Part
of this great organization of ours includes a division dealing with thirty-two foreign
language groups and it is simply astonishing the number of subscriptions that they
turn in,

The loan is going slowly. We have no such popular interest or enthusiasm
as in rformer loans, but by the time this letter reaches you I am confident that it

will have been announced as a great success,
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' ‘ 2 Bank of iIngland

Jim Brown tells me that there is some possibility of your being over
' here this summer, There is some similar possibility of my being in London, I
would be disappointed were we to cross in our visits, and, if on receipt of this
letter you feel able to send me a brief cable indicating something of your plans,
1 would try, so far as possible, to shape mine accordingly.

Last night Jim gave a splendid dinner to two of his London partners, when
we pledged the everlasting friendship of Great Britain and the United States in
bumpers of very expensive éhampagne,

50 much for now; a little later I will write you something of what is
going on here,

vith warmest regards to you and your associates, I am,

Cordially yours,

Hontagu C, Norman, Z2sq.,
Deputy Governor, Bank of Zngland,
London, BEngland,
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May 7, 1919,

liy dear Norman;

Just to give you a little idea of a Liberty loan opera-
tion, I am enclosing a daily bulletin of the Publicity Department,
giving the program arranged for to-day, You see we have to keep
things stirred up, and this is the way we do it,

Best regards,

Sincerely yours,

Montagu C, Horman, ESgyy——
Deputy Governor, Bank of England,
Longon, England,

B3/MsB
i‘hc.
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June 2 1919

lon
Bank © London

Planning visit to London last of Jume if possible to arrange it

o

BENJ, STRONG



June 18, 1919,

Dear Norman;

Much to my delight 1 am sailing for Zurope by the
Baltic; on or about July lst, and am, therefore, looking
forward to the pleusure of a visit with you in the near
future,

Faithfully yours,

Montagu C, Norman, Hsq.,

Deputy Governor, Bank of ingland,
Threadneedle Street,

London, 3England,

BS/M3B -
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CABLE
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Bank of malnnd London

Many thanks Am bringing secretary Can you get accommodations with
sitting room at Ritz Will gladly visit you on return from Continent
Salling Baltic July twelfth

BENJ. STRONG.






Julyt2s, 1919,

Montagu Norman
Bank of England, London

Will be at Ritz Hotel, Paris, until Friday. Will appreciate your

forwarding anything received for me to reach me that date.

STRONG
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Hotel Ritz, Paris,

August 26, 1919.

My dear Norman:

Thank you for your note of the 22d, Since I wrote and telegraphed you
in regard to the Spanish payment, I am advised by the Federal Reserve Bank
that no payment need be arranged by this method, at least in the near future,
80 you may proceed with the shipments as covered in my letter of August 23 to
the Governor.

Itseems & shame to give you all of this trouble, but I am counting upon
being able some day to do as much for you.

You may expect to see me in London some time around the 1st of the month.

With kindest regards,

Sincerely yours,

Montagué Norman, Esq.,
¢/o Bank of England,
London,




Hotel Ritz, Paris,

August 27, 1919.

My dear Norman:
If you havemnnot already read it, the enclosed e¢lipping from the
New York Times I am sure will interest you.

Sincerely yours,

Montagu Norman, Esq.,
¢/o The Bank of England,
London.

BS/V

(1 encl.)
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for ehipments to Puries or Madrid, w nlaced
in London, Thls linits the value Lo e covered in any one shipment,
plun the coet of shipmeat, to §56,%500,800.
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October 1, 19i8.

My dear Norman:

My trip home was in every way delightful and my
first act on arrival would have been to cable you to that
effect had I not gotien off the boat so late Fridsy evening
ss to make it impoeeible to do soj; =mnd the mext day I was
yanked right over to Washington, where I have been staying
ever since, more or lest locked up with ay associstes.

Nothing could have given me greater pleamsure than
my vieit with you at your home and, later, my induction into
the circles of the Bank. 4 little later, when my desk is
cleared up, I shall write you & bit of news from this side
and, in the mesntime, accept my warmest thanks for many kind-
nesses and many acts of hospitality, all of which I deegly
appreciate,

Won't you also give my best wishee to the CGovernor?

Sincerely yours,

Montagu Norman, Esq.,
care Bank of England,
London, England.

%
\




October 20, 1918.

Dear Normang

e enclosed article from the Wall Strest Journal in re-
lation to our discount rates may interest you. It does not noces-
ect an official o.inion, and I am not awars of how the

article originated; it did not come from this Bank. Nevertheless,

there is & growing fealing in financial elircles that our discount

rates should be wnd our policy in that regard will prabably
be ermined immedistely following the conference of governors of
the reserve banks to be held in Weshington on the twelfin of
Bovember, Until then & change seeme unliikely.

Hoping that you keep well, an ith kindest regards, 1
f.li‘.,

Montsgu C.
care The Bs n
Thresdneedle Street,
London, Englsnd.

S.MSB
NC.

v




 THE MORNING

El.]'.i’)PEAN FINANCE.

ITS DEPENDENCE ON
AMERICA.

ew York Banker
— T

BRITISHLPOL
 COMMENDEDY

(Frox Qur Own CORRESPONDENT.)
WASHINGTON, Oct. 1.

I have had an interesting talk with one
of the most prominent bankers in New
York, who has just returned from Europe,
where he went on behalf of his own and
affiliated Institutions to investigate
European financial conditions and to find
the extent to which Europe is dependent
upof the United States for credits and
Joans. In England this banker conferred
with the Chancellor of the Exchequer and
the leading bankers and industrial chiefs,
and he saw also the French and Belgian
Finance Ministers and important finan-
ciers in both these countries,

England, he tells me, has set her face
against borrowing, both on Government
and private accounts, and believes that
SUS Tanet <OTE OUL 6F Jee pacsent diffi-
culties by increased production; iy
economy, and by limiting her foreign pur-
chases only to the raw materials which are
absolutely indispensable for foreign and

home trade, to foodstuffs, and to other |

articles which must be obtained from
abroad. While regretting this decision
from the standpoint of American banking
interests—as there would be a handsome
profit to American bankers if England was
a heavy borrower in this market—this
banker commended it as a sound policy,
and expressed his warm admiration for
the courage and far-seeing vision of the
British Government and the British
bankers and merchants in resisting the

temptation to borrow and in relying on |

their own resources and energy to re-
habilitate themselves.

THE POUND AND THE DOLLAR.

Despite the war and the adverse ex-
change, English credit is still rated very
high, as is indicated by the willingness of
American banks to lend practically any
amount that may be needed, and they
would like to make loans to British muni-
cipalities, but they see little prospect of
that at the present time. In regard to the
depreciation of exchange and the premium
on dollars in their relation to sterling,
this banker says that while various
schemes have been proposed to bring the
pound back to parity, nome of them is
feasible and none of them will work, be-
cause all are founded on an artificial
basis; and while they might meet the
emergency temporarily, in the end natural
laws will assert themselves and conditions
then would be even worse than they are

There is only one solution, and that is
for Great Britain gradually to restore
parity by redressing the balance, and
that can be done only by increasing the
volume of exports to the normal ratio of
imports, so that England ceases to be a
debtor nation and once more resumes her
place in the foreign trade of the world.
This, he contends, can be done by every
man in England realising the position,
and by every man, employee as well as
capitalist, not being satisfied with work-
ing harder but by working more inten-
sively, so that the output can be greatly
inereased ; prodnetion on a large scale will
thus decrease the cost and enlarge the
market for British made goods.

THE WORKING MAN’S LOAF.

The British working man, this banker
says, ought to be made to understand
that he has as great an interest in
foreign trade as the British banker; and
while the working man may think it makes
no difference to him what may be the ex-
change rate between the pound sterling
and the American dollar, he ought to have
sense enough to see that when the
sovereign can be exchanged for only four
dollars and ten cents in American money
instead of in the normal exchange for
four dollars and eighty-six cents, the
sovereign will buy less wheat than it did
formerly. Consequently, the price of flour
must correspondingly advance and the
working man’s loaf of bread must either
cost more, or, if the price is maintained,
the loaf will be smaller ; so that the ques-
tion of exchange is as important to the
working man as it is to the banker or to
the importer, and it is the working man
who can send the sovereign up to its
proper price and decrease the cost of his
living.

This banker believes that unless Fngland
increases the volume of her exports, it is
not unlikely that sterling will go to four
dollars, and he thinks that hoth sterling
and franes would be lower were it not for
the gambling now going on in the ex-
change, which has tended to check their
downward course.

THE WEAK POSITION OF FRANCE.

The French helieve that they can borrow
in the United States because of the warm
regard the Americans have for the French,
but American bankers have carefully im-
pressed upon the French Government and
on French financiers that they are mis-
taken, and that it would be impossible to
firat a large French loan in America
through the ordinary methods. France
would like to borrow 200 millions sterling
or more in America at from 4 to 4} per
cent., but the American bankers do not be-
lieve that they are justified in accepting
the risk. !

The American has not yet been educated
to the point of buying foreign securities, |
and while during the war he responded
readily to his own Government’s appeal
to buy bonds, he did it for the same reason
that he accepted conscription—the
national necessity left him no alternative.
Believing that the American public would
refuse to buy French bonds, American
banks refuse to stand sponsor for them.
The only way by which France cansecurea
large loan in the United States is through
the American Government, but that would
require the sanction of Congress, and
my informant does not believe that Con-
gress would give the Treasury the neces-
gary authority. Some of the: French

lenicipalities can borrow in America at 5

POST, FRIDAY, CCTOBER 3. 1919.

France, in the opinion of this banker,
must realise her position and find the
money by greatly increasing her taxation,
which she. ought to have dene, he says,
during the war, as England did. While
the French Government itself is pressed
for money, the French people are
richer than they were before the war, and
if they will submit to heavier taxation the
rehabilitation of their country will be
easier.

BELGIUM AND ITALY.

Belgium’s credit is regarded as good.
Recently she secured a credit of 50,000,000
dollars through a syndicate organised by
the Guaranty Trust Company of New
York, and the same syndicate is ready to
advance her another 50 or 100 millions if
she requires it.

Italy would not be averse to borrow-
ing in America, but the American bankers
give her no encouragement.

The new States created by the war, and
also some of the Balkan States, need
money or credits, but can ootain little of
pither through private American sources,
and Congress looks with disfavour on any
suggestion to have the American Govern- |
ment act as a general European banker. |




October 21, 1819.

My dear 8ornanx

I have just received and read with much interest the viewe of a
New York bunker, interviewed by the Morning Poet, in regard to European
finsnce, which you were good enough to zend me,

It may be that you assume I was in some way responsible for the
erticle, but the fzet ie that I have stuck to my determination not to talk
to any newspaper men in regard to conditions abroad. One is so liable to
be misquoted, and even if correctly quoted to be misunderstood, Ihat I be-
lieve more harm would result than good and 2o I am like Brer Rabuit, "lay-
ing low."

Much to my chagrin, I learned from Mr. Stettinius a few duys ago
that what purportéd to be an interview with me, or an expression of views
indirectly from me, had appeared in the London Times, and haiﬁbeen 6X=
tensively guoted in Paris. These views were understood to be very pes-
simistic about the Premch situation, and indicate that I had returned
home in soms disguet because of my conclusion thet the French Government
sas persisting in an unsound finencial program, which would bring disasters.
The only newspaper men that I saw abroad was Mr. Kiddy, snd, of course, he
could have written no such article, as I do not rec:.ll that the subject of
Prench finance wa discussed at your house that night when I met hian. 1If,
therefore, I am quoted in the newspajers, or privately by newspa er men,

you may with confidence assume and state that anything attributed to me of

that sort can be promptly denied.




Montagu C, Norman, Es¢. - 2 = 10.21.19.

Between you and me, there is & good deal in the Morning Post
article that is very true and sound, and, =& it is dated from Waching-
ton, I susfpct that it may have come from & friend of mine who has
recently been abroad .nd who doubtless guthered much the same imprese
eions that I did.

We are struggling awty with our problems, certazinly e
numerous &g youret, but naot ais difficult, nct the leust being labor.
There ie being Jisclosed from time to time evidences of sctivity of
extremists =nd a?itatora, which, a&s reported in the newspa ers, may
give you & false impreesion as Lo what is going on. Thie country
has inherited with its British blood certain views about law and
order, in which I have the grestest confidence. Don't perumit your-
self to be disturbed in the slightest degree by these reports! We
are bound to have striles;  therc may be some violence accompanying
them; but I am more confident than ever that neither ycu nor we
will suffer anytihing of o revolutionsry churacter coming out of these
dieorders, and 1 sm preper d to back my opinion sgeinet those who
through natural timidity or through their enjoyment of excitement and
déisturbances sﬁppheey all sorts of dire things.

Should you bap;sn to see my friend Hertley Withsre, wouid
you be good emough to tell him that I have = letter in process of
preparation to him about bhe Federszl Reserve System, which will go

forward in due course, as well s¢ a copy of Professor Kemumerer's

book,




Montagu C. Normen, Eeq. -

fith kindest regarde to the Governor and yours=elf, I am,

Montagu C. Norman, Esq.,
. R - Lo AN

fhe Eank of E‘.;)u,!’;d,
Threadneedle Strest,

.

London, England.

o)

. MSB
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PRIVATE: ' November 6, 1918.

Ky dear Nermans

Your letter of QOctober Z2ist arrived Just ae we were in course
of carrying out the program which I had diecus:ed with you snd the Gowvernor
before sailing. Bnolosed is a copy of the notice of rate change, togsther
iiﬁh a little etatement given to tie press in explanation, which hajppens
to be a very much shorter stetement than I had expectsd to make, boiled
dosn to this small compace because of some fear thet we would he chsrged
with making a4 direet attack upon the speculative stock m&rket.”

All the Reserve Bank: sre losning too much chort mency under
the 15-day rate and the advance of 1/2 of 1§ at thic center will bring
our rate a0 closze to the unprofitable point for the banks that use it
that I anticipate they must begin to think of paying off s little more asc-
tively than h§r0tofora. Fe have no lese than §775,000,000 of advances at‘f
4%.

Lest you may miecunderstand the gyrations, I schould explain
that the market for commercial borrowings and borrowinge upon Government
securities is now pretty well divoreed from the speculative call money
markst. Our btanke seem to have been educated not to use the Reserve
Bank véry extensively in order ioc muke prefit on the stock exchange rate.
Those that give evidence of doing so we admonish, but, in the long runm,
nothing will bs =0 effeoctive as you realize as a rate which is unprofit-
sble, and, notwithetanding that money ie loaned =t times at 10% und sbove

on the stock exchange, our minimum rate of 4-1/2%, with expenese and texee



r——_———— iR Montsgu Norman, Esq. i{.ﬁ.lg

added, gives very eclose to the gross return realized on all invested funds

‘l’ Ly the benks in this city. - If this turn of the screw is ncot emough, them
we muet give it another, but we are determined to stop this med march eof
epoculation and expaneion, whether it be in securities, real sstats, com-
modities, or what net.

The rate of 4-1/4% which you will observe simply applies to about
$100,000,000 of Tressury Certificates outstending ¥as made in order to help
the positien for the Tressury in case cirocumstances Jjuctify their attempting
later in the year to borrow ét that rate. 1 have naver felt quite so satis-
fied with myself a: just now in feeling that the first and moet important
step hes been taken in frﬁeing the Reserve Eank rate pelicy froa the over-
shadosing influence of the Governwent's berrowing, but, ;rivately, I maet ad-
mit that it wae not brought about without a grand struggle.

Thenk you for your remarke sbout th§ cituation which interest me
very such. I shall read the ®"Economist® on arrival, althou.h it seynblto
bs & bit late.

Hefore sailing for home, I &rrénged with ﬁr; Kent to bring yecu |
from Frunce a coneignment of "Lucky Strike"™ cigaretiss and do not undersban&.
why they have not urr;ved. He proving an unsatisfactory commiesioner, I A
shall try and send some over from heve, q

I must edd one word sbcut our politicsl situation. The slection .

which took place Tusaday gave the following indications: & Governor Coolidge's

re-election in Nassechusetis by an overwhelming majority wes sn indication

that the people through the country prefer law and order to luwlesenege and

disorder and ie encouraging; the elections in New York were u distiact &
setbeck to the Tammany Democratic political organization 3 throughcut the
country there wa: some evidence of a reasction from the rether hyetsrioah

spirig of prohibition, but, of course, this will not defeat ths effagt of

[
]



The election as a whole had little bearing upon the ratifice-

2 o ) 1 g . b 4 : 3 23 . ] s o 'y ol
tion of the tresty, but I must sdmit that it now seeme hopcless to expect
the treaty to be ratified without some rather severe pescervations, al-
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and lesgzue canpot be judged by Lhe texit of the documshti;

it will be Jjudged by what it sccom; lishes, or fails to accomplish, @mdthe

future will likely disclo itiful error of these men in their bitten

on't you write me some afternoen when you have finished your

the Governor?

i " : ?
U. B0I n, <P
Zngland,

iareadnesdl Lreet, London.
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November 7, 1919.

My dear Norman:

Possibly you may get come interest or smusement in
looking over the enclosed putlicution, being the idouse Urgan
of this institution, which is putlished entirely by the employes
in such munner as suite their own taste.

Sincsraly yours,

Montagu C. KNorman, Eegq.,

: g el S AR
Bank of Englend,

Threadneedie Sireet,

London, England.




‘ November 11, 1918.

|
My dear Normang
I am sending you a shipment of "Lucky Strikea"
which I hope succeed in paesing the authorities in good

shape if they ever succeed in securing transportation during

these duye of congestion.

You may be interested in looking over the enclosed
news clippinge in relation to our rate changee.

Sincerely yours,

Hontegu 3&.5&5@&&; Eeg.,
Bank of England,
Threadneedle Strest,
London, Enzland,

BEYMSB. |
Enc.




December 6, 19198.

My dear Normans
M

1 have tiken the liberty of sending the Covernor z reply to your last

ietter, which will resch Londen in your sabsence, und am writing him again toduy.
You wili, I hope, aecept these letters ac addresssd equecily. to your gocd gelf,

Yeu will, ehortly, 1 beiieve, becoms Governor of the Dank of Frgisnd.
It peems quite urnececsary for me teo write you anythicg in the mature of congriin-

1stions or EGOG Wi 8, Cocuure i know you unae tand tast yoeu Reve Lhom from me

without limii, but at lesst I csn ssy thet if atbt any time I ezn personsilly-or

()
"
-

fficialiy, or in any way, be of pervice to jyou ae Coverner of the Bamnk of Englund,

I want the opportunity tc do =o.

b

There ie one metter concerning whiech

or in any way lnappreopriate. The employes of the Federzl Ressrve Bank have an

rascizetion. known he Fediral Reserve Clu ‘ 5lishes & lic DT TR s G
erganis-iion, Lnown s&s wae redeornd Heserve Ulub, walch publishes & house orgun, of

which I am sending you & copy under sepzrate cover. This magezine is pssein
under the management of a new editorial staf nd. the members. huve g, me 1o
sweeicl them In gelting some interesting matorisl from tise to time. It ofours to
me thatl nothing would prove more interesting thsn some Littlo scoount of dome of

ths traditions end paculiarities of the Bank of Engleand., This 15 not & reécucat

for you to prepure it yourself, unles&s you w«ould care to do 80, LUl rather thatl you

ITeat dnconrenlisnce.

o

eslect some one in the ergamization mlio could do fo vithout

A | ' 1 laansri o v T et o - s & ) . o ¢ 3 3 2 1
A little descrigtion, for inetunce, of the Pank Guard with the traditionsl privileges

: »

o A 8 ! { . 4 - b ] - 2 > o 5 -~ T a 4 .
of the officers in command, #hich, ane¢ I recall, consist of & gusit, & bottle of Port
? 2 ’ & ’ ’

and tso bottles: of Cleret, etc. Some description of the cuctoms of the Bonk that

are of & different or picturesque character (don't laugh, ple y =t the suggestion




tlrent the Bank of England is picturesq

have also in mind the phrase which

At leacst I would not think of

e

LOollday and will ©COme nome preparsd




‘ December 11, 1919.

My dear Normsn:

iy oldest boy, Ben, graduatee from Prineceton Univereity in June
and 1s quite determined to te a banker, I want to eend him abroad for
some training, but am uncsrtain me to where I should send him first, London
or Parie, or whéther I should give him a yeur or two in some good American
bank. You remember we once discueeed this when I wae in London and I will
greatly apgreciate an expreseion of your own viewe ue to whether 1 should
turn him loose in London now or give him a little work here firet. Also,
if I should send him to London, where do you think would be the best opportun-
ity for him to really léarn the business and ley the foundation for his career
at home? You will remembsr that Tiarks was good enough to esuggest that he
would be glad to have Ben in fchroder's, and 1. told Tiarks that I would be
glad to recijrocate with hie boy, giving him & little knowledge of banking in
this country. Would that be a good plunce for Een, or have you some cother
suggestion?

It is only fair to say that Een is an unusual boy in the fact that
he is conscientious to a degres, serious aboul his work, and absolutely depend-
able. He hus a working knoxledge of French, which he is polieching off at

college, and a few months in Prance would, I taink, finieh it off pretty well.

ease give me your best advice. %fere you in eimilar circumstences,
lad to reciprocate.

®ith kindeet regards, 1 am,

Eincerely yours,

Montagu C. Norman, Eeq.,
The Bank of England,
Threadnsedle Street, London.

BS.MSE




My dexzr Normani

srchitects, =nd, belwesd the two,

ing a structure «hich »ill be adequals
years Lo cOBS. The land on which it
helf million doliaTéj the buildinge &
represent & value of apoul & million

gost of the land. 1 we erected th
miliion deollars. ¢ regard that ae U
and resources, 8o e are going to defe
that building costs 4111 be reduced.

1 heo.;

At last 1 am able 10 gsend you @ 1ittle exhibition of gshat we are Lry-
ing te do to provide this institution with & suitable home. Under separate cover
I am sending you 1taé following papers:

1. Copy of the grogram of competition for the eeleclion

of an architecl.

Ze Copy of ti deseri, tion of the competitive plans,

the suthor of which wa selected.

Za Photographs of the competitive plisn ealled for bj

the program.

0f course the building designed LY jesers. York and Sawyer is not, in
detail, the one ¥o (411 actually btuild. it ie »hat might ve termed & hy othetical

: ’ b
solution of our building problem, based upon bLbe descripticn contained in the pro-
gram of competition, but it will give ycu & general ide of the needes of the bank
and of whot =e &re geeking to accomplish. From now on thess drewing ill be
studied by our staff, and the bank and its organization vill be studied by the

e we will produce & sorksble plan for build=-
Lo accommodate all of our business for some

2111l be erecied hee cost aboutl four &nd Oné-

tsnding on the land, «hich #ill be demoli hed,
and = half, which we hayve written off from Qe

e building teday 1% yight cost ten oOF twelve
oc high, pnotwithetanding our jmuense earnings

r btuilding until there ig zome engOuUragol
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confidential, because I want to tell you of a

fittle ehen;es in my plans. The doctore have been at me recently and say that

‘ sust go 8y lhe directore have, accordingly, given me a year's leave of
absence and early in January I am sterting for Arizona for a couple of monthe.
Afler that, 1f my heslth ie equal to it, I am planning to do some traveling with

an old friend of mine who is juet now footloose,

o
.
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some time im April, be there long encugh to get information, some equi

zome lettere Lo ople in the Eagt, and then we hope to vieit India and Jupan and

some of the out of the way plsces in that region. S0 I msy see you chortly after
you are in office az Governor cf the Bank, My plans are still a bit indefinite,

I
o

but, barring bad reperts regarding health, I think this is about the program.
’ & ' (=] & ’ £ (7
any rate, 1 am going to forget buciness for a year and try and get well complstely.

ards to you and to Lhe Govsrnor,

Montagu C. Norman, &sg.,
The Bank of Enmgland,

Tareadneedls “treet, London.

I would rather not have these plsns known for the present!




DECODE OF TELZGRAM RECEIVED FROM FEDERAT, RESERVE BANK OF NEW

YORK, 27th JANUARY 1920.

Banking authorities of state of New York are considering
changing laws to permit branches of foreign Banks to extend their
business beyond the narrow limit now nermitted. The late Lord
Cunliffe told us he thought present unrestricted ability of foreign
Banks to establish branches in London was undesirable. If you share
this view should avpreciate your writing to us what, if any,
restrictions your experience. would su&west if matter were now being

considered in England.
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CASTLE HOT SPRINGS HOTEL
HOT SPRINGS, ARI ZONA
February » A

Sixth : g/ 0
Nineteen-twenty ////////
| &
Mre Montagué Norman, . ;‘

Care of The Bank of England,
London, E.C., ¥ngland.

My dear Norman;-

; I felt greatly favored, indeed, by two lots
of mail recently received from the Bank which included four
letters from you dsted Janusry fifth, sixth, fifgeenth and
sixteenth,. I felt guilty as 8 loafer in impOdsing so much

~ correspondence on a very busy man but to-day I have an opportunity
to answer thoem all and will do so, hoping that you will treat
them just as cavalierly as inclination suggests and 1 shall
certainly understand.

lany thanks for what you say about the Club
liagazine. We are doing our best to promote that organization
and 1 am sending you a cony of the January issue, which is under
a new editorial staff, and which may also prove interesting. 1
am delighted the cigarettes finally arrived. 1 tried various
means of getting them to you without the slightest intention you
should be molested by the customs people for endeavoring to
defrsud the British Government, IL.et the conseguences be on
my head, but 1 do hope that you succeed in getting the packsge
from the authorities and am sorry that a stupid dblunder seems
to have been made in the method of shipment.

Your rest must have done you needed benefit and
I only wish you could be with me here in Arizons where there is
a climate, 1 believe, unmatched anywhere in ‘the world, I am
starting with a friond on Tuesday for s six or seven weeks'
camping trip, sleeping in the open under the stars in air so
clear that one can almost reach up and grab the stars out of
their setting.

You vere most kind to vrite me a8 good sound
sugeestion about Ben's future, It is 8 considerable step
in the future to consider his trin abrosd,yet I have deter-
mined to do exactly that after vwe have finished our trip to

which 1 shall refer later, and I am deeply grateful to you

e e i e
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Mr. Kontague Norman February sixth

for your interest which I am sure you will feel is repaid
when you know that boy, who is well worth anything thzt can
be done for him. Also, 1 have to thank you for that most
interesting epigram from "Punch." , Keynes' book arrived in
New York after I left but a cony is on its way to me and I
shall read it with a great deal of interest. He is a
brillisnt but, I fear, somewhat erratic, chap, with great
power for good and, unfortunately, in such cases, some capacity
for harm. 1 sm asking my secretary to send you a review
of the letter written by lir. Jos. P, Cotton, one of the ablest
of the younger lawyers in llew York, who has recently formed a
partnership with our former Secretsry of the Treasury, lLr. m.
G. Mcddoo, and who is a warm friend of mine, You will find
it interesting as renresenting the point of view of a rather
more progressive type of American public opinion and written
by a man of great ‘ability and wide experience in our affairs,

Since 1 last wrote you, our trip has radically
changed in character. My friemd, Lr. Basil liles, formerly
of the Department of ustate, is with me in Arizona. Barly
in April my son, Ben, will join us and we shall ssil from San
Francisco for Japan on April tenth. After six weeks in
Japan, we are proposing to visit China, the Philipines, Java,
Sumatra, Ceylon, and India, and endeavoring %o reach London
sometime early in the winter of this year, as I am planning to
be back in New York by January first, 1921,or a little later.
This change in plen will defer the pleasure of seeing you and
my other friends in London for probably nine months or more
and if you see Blackett possibly you will be good enough to
explain this to him.. The rest wss necessary &s the only
alternative of retiring entirely, which I was loath to do
unt il we hsve developed our new system to a more proven
system under peace conditions then could have been done in
one year sfter the conclusion of the war.

and now 1 come to asking another favor which
I hope will not be a bother. I am anxious to get some
letters of introduction to officials in India and the British

Colonial possessions in the cast, particularly for use in # gleo 3, L/,

India, Ceylon and the Strsits Settlements., # We shall not
stop in Egypt accordine to oresent plans, I am taking the
liverty of writing 3ir Charles Addis, asking if he will give
me a letter making me acauainted at their various offices in
the east, ss we shall probably make a short stay in China and
possibly in the Philipines, I am also writing to my friend,
Sir William Tyrrell, at the Foreign Office, as he was good
enough to say that if I would write him he would be glad to

get letters of the character which we could use for our trip. .




L

FEDERAL RESERVE BANK OF NEW YORK ... . S

ty

I it

lir. Montague Norman Februsry sixth

1l do want particularly to become. acquainted with some of the
men who have to do with the finances of the Indian Government, .
meeting them personally and getting some first-hand knowledge
of the Indian financial situation. It occurs to me that you
could arrange these for me better than anyone clse and like-
wise if you have sny friends in that part of the world to whom
you would feel willing to make me acquainted, I would greatly
appreciate it. There will only be the three of us in the
party, above named. These letters, by the way, should all
be sent to me in care of the American Ambassador at Tokio,
Japan, who will be advised of our expected arrival and asked

%o hold them. I hope this is not imposing on your good
nature.

Finally, I come to your interesting letter of
January fifteenth, Those plans for our new buildingz, I hope
you understand, aro merely plans prepared in competition to
select an architect. The ultimate working plans will be
developed by York & Sawyer, who were awarded the competition
and are now working on the practical detsils, I shall hope
to explain them fully when 1 sce you in London. The facade
might anpear monotonous, except that it must be borne in mind
that these buildings are built in what is really a canyon of
buildings and but a very small portion is visible from the
street. The selection of the early Florentine type of
architecture was suggested by the apnearance of strength and
permanence which it gives to the vuilding, somewhat anpropriate
to the character of the business conducted in the building.

Ky health is improving and I am glad to say
that this rest is doing me everything that 1 exvected of it.
By the time 1 see you in London you will not recognize mec, but
you may no doubt realize what a serious blow it was to me to be
leaving New York just at this time and this is emphasized by
action taken since I left. In the first place our rate
changes were not at all what 1 would have recommended nor,
indeed, confidentially, did they meet the advice of my
associates in the Bank. "They were a compromise between
differing views of our own with differing views in the Federal
Reserve Board itself and, finally, radically different views
held by the officers of the Treasury. When this is all past
history 1 shall give you the story in detail, but one thing may
be said in justification of the rate increases, namely, that
were we to permit such developments as we have witnessed during
the past few months to proceed to their logical conclusion, I
might say, their inevitable conclusion, we would put it beyond
our own power to remder any sort of aid to Europe, consuming
our resources in the meantime in extravagsnt living and waste-
ful expenditure. I fully realizedthat these higher rates in
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Now York would make it more difficult for you, but 1 hope you
besr in mind that the rates last established in New York are
not as high as tﬁey look, the effective rate, of course, being
the one which remains unchanged, namely, 429 for advances upon
treasury certificates of indebtedness, The very high rates
quoted for stock market money are inevitable and would have
developed irrespective of any rate made by the Bank, because
we have insisted with the bankers in New York that they must
curtail the advances they were making for the suppnort of a
dangerous speculation in industrial stocks, perticularly oils
and automobiles.

It was most thoughtful of you to cable me regsrd-

ing poor Cunliffe's death. They t elegranhed me from the bank
at once the word reached New York and my cable to you was sent
beforo this hed reached me. 1 admired him immensely. ° You

have expressed it in a line vetter than I possibly could have

done when you said that no loss could have been greater than his
at a time when such a stalwart champion of sound money could so
little be spared. 1 took the liberty of cabling Lady Cunliffe,
whose hospitality I enjoyed while in England last summer.

Your comments on the situation 1 have read with
great interest. For some time I have been watching reports
from your side and in them observe many evidences of improvement
which may not, in fact, be so apparent to you on the ground,
The same may be said of our own situation as to Government
finances, but I do not feel as comfortable about private finances.
People are spending too much money, they are borrowing t0o much
money, and they are doing too much business on borrowed money.
Prices are playing leap-frog with expansion and rates so far
have done little more than check the stock market speculation
but have not reached those who are speculating in their own
products. I have preached until I am blaclkz in t he face,
particularly to our bankers, that the test of 2 good credit is
the period of time reauired to accomplish the purpose for which
the credit is granted and they do not seom to grasp the idea
that loaning money to an industrial concern which is making
profits on contracts to deliver goods a year hence or longer
are dangerous loans to make, and personslly 1 dread the day,
which will surely come if we don't look out, when a lot of
these unfilled orders will be represented by unliouidated
inventories,

As to the exchanges, 1 notice thst your Govern-
ment is becoming interested in the discussion of plans to do

something about it. I hope they do not do too much, AS
I recently wrote Blackett, I think the exchanges are bveing dis-
cussed by three classes of peonle. The first, & very large

class, who seem t0 think that the Foreign Exchange is the csuse
of something. These can be dismissed as being simply ignorant.
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The second class, a little more intellipgent, consider the
exchanges a8 the effect of something which is taking place

and speak of the Foreign Exchange as a barometer. I ex-
pect most of our Governments belong in that class. Then
sgain, there is o select and very small class, who look upon
the exchanges ss a sort of thermostat. 1 am not at all
disturbed to sece the thermostat working. It is closing
our export door and opening our import door and, of course,
vice versa with you. Too radical an interference with

these delicste instruments will defer the day of realiza-
tion of the necessity for hard work and economy, and every
time I read in the newspapers of.alarm about the exchanges
I am hopeful that some strong man will arise and shout from
the housetops thet the exchanges will never get right until
economy is practiced by governments, corporations and in-
dividuals, and that, consequently, the correction of the
exchanges is a responsibility resting upon every individual.

It is distressing to learn of the failure of
the Prench credit in London but,if I may say so, not as dis-

tressing as it is for me to read of the dilatory and, apparently,

wnsympathetic attitude of our Congress, but I am still hopeful
of something constructive being finally done after their vocal
chords are really worn out.

This is the last letter you will receive from me
for some time I fesr, so 1 have made it a long one, 1 have
a most interesting letter from the Governor which I am also
answering to-day.

Withwermest regards and hoping that I am not
imposing upon you by asking for these letters and with every
f00d wish for your administration of the Bank now shortly to

begin, 1 am,

Very sincerely yours,



Fobruary 11, 1920.

My dear lir. Normean:

In the absence of Governor Strongz permit me to acknowledge

receipt of your letter of January 26th, and to thank you in his behalf
\ ( > Tl W 57

e WP P

/‘A L .‘ - 3 : :
for the copies of the printed lectures on the origin and development of

The Bank of Englend, which I am forwarding to him today.

Governor Strong is away for a much needed rest in Arizona, and

Yours very truly,

Secretary to the Governor.

Montague C. Norman, Esg.,
Bank of England,
London, E. C., 2,
ENGLAND.




COPY

Rd. Mch 19.
As he leaves Frisco on Apl 67 this

cannot be answered -

A/o, Arizona.

Mch 1st 1920

My dear Norman -

Ve dropped into this desert mining Camp yesterday to
have horses and mules shod, buy provisions, ana pick up mail, in
which I find yours of the 26th Jany with Mr.Phillips most interesting
lecture, which I am now reading. You will pardon this paper ana
pencil, all I have, as we are "bumming", frontier fashion. Many
thanks for your thoughtfulness. Those inside your great Bank little
realize the veneration in which it is held abroad, nor indeed how
many quaint and interesting customs and traditions attract attention
from those who have the good fortune to know you as I do.

I wish my Sec'y were here to take down an account of our
trip, its adventuresand misadventures, but later I shall sena you
some photos if we evér reach a place where they can be geveloped and
printed. The party. and outfit consists of Mr.Basil Mills, formerly
in charge of Russian affairs in our State dept. - one Dean,

"Mule Skinner" and cook, - a Pima Indian whose choice of names
includes Frank Francisco Pancho Juan, a mule team and "chuck" or
"grub" wagon, three cow ponies, a Russian Wolf Hound by name Peter,
and your humble Servant. The Indian is horse wrangler and water
locater, guide and interpreter as we are mostly among Pima,

Maricopa and Papago Indians, who all speak much the same lingo.




You and Sir Brien would laugh yourselves sick coulad you
see us when we arrived here, or in fact at any moment when we were
en route. Dirty, sun tanned as black as Indians, clothes such as
no self respecting person should wear, and not having been inside a
nouse, much less a tub of water, for a couple of weeks. We sleep
under the stars, spend four to six hours horseback, travel from 12
to 25 miles a day, eat like laboring men, shave once a week, breathe
the most wonderful air, see the most gorgeous sun sets and generally
live the lives of animals. The wonders of these western deserts
are endless, but woe betide he who misses waterhole, tank or well.
VVe ran a bit short of water one day and the horses had poor grazing,
so they promptly started back to the nearest water as soon as our
backs were turned that night. Juan recovered them after a chase.

In a few days we go South Wegt into 0Old Mexico to try &
get a mountain sheep, and into a wonderful country of extinct
volcanoes, then work back north to Phoenix Ariz, where we shall take
train for San Francisco about Apr.5th. I wish I had the gift to
describe the wonders and beauties of this wild west of ours, but I
shall tell you of it in London some time this year.

My warmest regards to you and to Sir Brien and my good
friends in the Bank f

Very sincerely yours

Benj Strong
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FEDERAL RESERVE BANK

OF NEW YORK

March 25, 1920.

My dear Mr. Norman:

In accordance with the desire expressed by you, to
obtain some of the best literature on American financial sub-
jects, I take pleasure in forwarding to you, under separate
cover, msterial on the Federal Reserve System, as well as books
on finance in the United States.

Several of the books on the Federal Reserve System
are now out of date, as amendments to the Federal Reserve Act
have altered its workings, and certain statements made in those
books have now only an historical value.

He are making an effort to get together a complete
set of the Bulletin issued by the Federal Reserve Board. If
we are successful, it will be sent to you later.

e are very glad to render you this service.

Very truly you{E}' _ /

A
//KI'"J"" 7 L~7! o2 “;’A
Goveraor

/ 4
L/

Mont=gu C. Normen, Esg.,
Governor, Bonk of England,
London, Fngland.

P.S3. Cigned by Governor's secrevary due to absence.
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- 1ittle n® they have intoc the poeition that nature zay

country 28 their home 2nd bring their troubles with them. |

axrd to q
- or iwo bank matters, alﬂwnﬁ now I gather thr:;% you ocy
: hi muga garrying ‘ The letter 1- qud

Pheenix, Arizona, March 30, 1920:

lUr, Montagm C. Normem,
e ¢/é Bank of England,
London, E.C. England

My dear Normang

: Our extended camving trip on which we started
the {iret week in Februayy, and which tock us intc 01d
Mexico within a few miles cof the Gulf of California, was &
only congiuded when we reached Phoenix this week, mnd wi-
%11 now I have been unable to acknowledge your note ;
January 26th and about & bushel more nail, whieh hed Hooun
leted during cur abaenge.

- Mr. Phillipe' lecture is exceedingly interesting
and gontaine just the gort of wausual det which 1s 1it¥
kmown, and which appeals strongly to the imaginetion of
Aperican readers and I know that the editors of cur bank
magaiine will be delighted with the material which I undex
stend they are at liverty to use. : : ,

Were it poseible, I would send you an 2gcount off
cur interesting and epxueing experiences during the po
two months, but that wmust keep until I see you in London
next sinter. In the meantime, I shall aend you some kode
pidtures which we took, from whioh you osn gather some ide
of the country and of what we ware doing.

. From the few newspapers I have seen, it appesre
that matteors abrosd on the continent end likewise with us §
homa, have been going rather from bad tc worse: Certainly
the world seens up side down, and as I wrote Sir Willlam
Tyrrell, it would appear thot soms of our important men =
mking tha® the excusze for trying to stand om their head
the only justification being the natural desire to get whalks

savd intended them to oocupy. I am thoroughly dicgusted ¢
the performances-cf our senste, and more especially since
reaiing the resolution of sympathy adopted for the coufort
those of your Irieh relationa who have seen fit to adopt

- I am writing Sir Brien ,npan.talr' in

= % SN |

3
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Bank of Fngland

Londom.
Governor Strong now in Paris cable address Harjes until December 14th
expects to leave Paris about December 15th for Brussels Amsterdam
Iondon sailing for home end December °

Federal Reserve Bank






