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MEMORANIUNM . 6th January, 1916,
¢ X

(re Mr. Strong's letter of December 10th, 1@13/

by llr. Prontspece s, S B f Loyl T

AbbLLAALMAMMMALN

-------------

Probably no one person could adequately supply lir. Strong's
requirements in writing, but since answers to his questions will
doubtless be received from several sources, I am glad to make
a contributicn which, when read in conjunction with others, may
rrove helpful.

Before proceeding towards this specific object, I must make
certain general explanations, viz.

The Discount liarket, as lMr. Strong well knows, is the neck
of the bottle through which the great majority of the Bills under
consideration have had to pass. The Bills are received through
Foreign and Colonial Banks, lMerchant Houses and other channels,
whose main object ie toc dispose of as wide a class of Bill as
possible, and who at certain times may sell direct to the Bank of
England, Banks or other buyers. The Bills in normal times are
either sold by the Iiscount larket to the Clearing, Foreign or
octher Bill-buying Banks, Houses and others, whose main ocbject is
to buy the best class of Eill for their money; or are used as
collateral for short loans etc., where the lender similarly
expects the vtest class of Bill.

For my present purpose, I allude te

a) Clean Bille, i.,e. they were either drawn as such or their
relative documents were cdetached on acceptance.

b) Bille drawn in sterling - at not exceeding 6, or usually
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3 months - upon acceptors domiciled in this country, and by them
made payable in London.

c¢) In speaking of the Bank of England, Bills bearing two
first-class English names, one of which must be the acceptor -

the other of which is often the actual seller.

I may now proceed to a consideration of the occasional press-
ure which has been felt by the Discount larket, owing to its being
'the neck of the bottle'!, with a view of showing later how this
pressure operates against Finance Bille because they are less
desirable than Commercial Bills.

The Clearing and other Bill-buying Banke etc. (mentioned
above) only buy Bille when the rates, the state of their balances,
commitmente etc. make such operation convenient, and at times they
may confine their purchaseé from the Discount llarket to Bille
having either a long or alternatively a short period to run to
maturity, or may then stop purchases altogether.

From this it follows that the Discount Market cannot
uninterruptedly thus sell Bille (or borrow against Bills) to cover
its continuing requirements, but on the contrary expects at certain
or uncertain intervals te find the demand for Bills curtailed or
withdrawn, perhaps with little or no warning.

Hence the main cause which brings Bills to the Bank of England
and the importance of the position occupied by the Bank of England
towards the fiscount Market. This is emphasized by the fact that
(at least in London) the Bank of England does not in nermal times

make any attempt to buy Bills, but awaiting the moment when Bills
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are thus offered (because there is then no other outlet) receives
them whether by way of collateral or sale, only upon terms and

conditione which are sometimes considered rigid.

Furthermore, it has for this reason been rightly recognised

4

! as prudent, if not necessary, for the Discount lMarket to hold such
} an amount of its Total Bills in the form of Bills certain to be

Rand Y

approved at all times and without discrimination by the Bank of

guestions, which for the sake of clearness I have ventured to

Fngland, as will enable this outlet to be used (say in a paniec)
up to whatever extent may be necessary for the convenience or
ecurity of the Discount liarket. The remainder of its Bills are
of course subject to the discretion and inclination of the holder.
Having thus cleared the ground, I come to Mr. Strong's
l
|

ly retaining his own words, and I

couple them in each case with a bald answer.
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ANSWER: Not usually, but occasionally ageainst Finance Bills
as such.
But I consider that at all times preference has been given
in the Discount lMarket to & Commercial Bill as against a Finance
Bill - while I believe that certain regular Bill-buyers have

always declined to take obvious Finance Bills.

In regard to these answers I do not attempt to differentiate
between the practice bf the Discount larket and the requirements
of the Bank of England because (for the reasons stated above) it
has been the general custom of the former to keep a large
proportion of its total holdings in Bills which meet these
requirements, and it is only with these Bills that we are concerned

Nor need I attempt to define a Finance Bill, which is outside
the object of this memorandum. But, even if too striet for
practical purposes, I should personally consider the following
might serve inversely as a rough guide: that a Commercial Bill
is such as in the ordinary course of business is intended to be
duly repaid from the bonafide proceeds of whatever shipment or
transaction (usually in Commodities) it was drawn to initiate.

The leniency or severity with which Bills are scrutinised must
depend on the individual desire to reject or te include those
which may in any case be classed on the border line.

I may, however, remark that by long custom the Bank of
England at times of pressure may purchase {or make loans againet)
Bills from general customers, i.e. certain Banks, Nerchant Houses
and others upon easier terms and rconditions than from the Discount

Market , and without discrimination provided a, b and ¢ are observed,




But having shown that the practice of the Discount Market
has been such as harmonised in the main with the requirements
of the Bank of England, and that the Discount Narket only took
Bills to the Bank of England when other and normal channels
were temporarily clesed, I need only suggest that in times of
stress or possible overtrading, the obvious and general practice
of %E} buyers has been to discriminate a2gainst the less desirable
Finance Bill in favour of the more desirable Commercial Bill.

The fear of such discrimination has frequently been
indirectly effective, but within my memory, though very rarely,
resort has been had to direct action by the Bank of England.

In attempting thus to outline the general custom which seeums
to me to have governed the negotiability of various classes of
Bills in London, I have of courge purposely avoided any attempt
to dogmatise on the dividing line between those classes. The
fact that this dividing line has been defined by tradition rather
than by words has contributed, I should maintain, in no small
degree to its success when considered over a number of years.

Ites elasticity and even uncertainty have allowed to a wonderful

extent a constantly shifting basis for the approval of Bills (by

the Bank of England) which has been modified’from week to week,
or dangers

or month to month, to suit the particular needs/of the moment.

From which it may be argued that the shadow or fear of the "big

stick" is apt to be more effective than 1tis definition in black

and white.
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® 14th March, 1916.

Dear Mr.Strong,

I returned to London last evening to find your
note awaiting me and am sorry I did not chance to find
you at your hotel this morning.

You do not mention your plans and I fear to
wait long without seeing you lest you should slip away:
so may I take the bull by the horns and suggest you
should share a small and solitary dinner at ry house
either Wednesday, Thursday or Saturday this week at

J—
.

8 o'ecloeck?
If none of these sull please tell me your

plans for the next week or so, and I will make another

suggestion. \?M\ALY4:;A/QﬁL

.

KM -

BENJAMIN STRONG JUNR. ESQ.,

RITZ HOTEL, =
e Aodsy
C@luftdgﬂb %;Aﬂ_(l}
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10th June, 1916.

Private and Confidential

My Dear Mr.Strong,
The Bank about which you enquire came from a
bad stock and in the public estimation has always suffered

accordingly. Add to this that it has seemed almost too

progressive or extended, even if not speculative, and you
have the worse side of my answer.

On the other hand the Bank has made a deal of
money and has a good business. Its Bills would be readily
taken along with others. If sold alone a higher rate would
be asked and the amount thus restricted.

On the market its name ranks behind those of our
other three South American Banks, but, (apart from the War)
I should certainly consider the name intrinsically safe.

The Governor is away on a short vacation, where he is
no doubt digesting your recent letter to him. The
Deputy Governor sends you his greetings and so do I - and I
look forward to our meeting again before long.

I am, Yours very truly,

(Sigd) M.C.Norman

Benjamin Strong, Esq.,
__,Federal Reserve Bank of
New York,

New York.

Anglo-South American Bank
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Bank of England

21lst June, 1916.

My dear Strong,
I received = and we have read - with much

nleasure your letter of June 1lst. Your statement shows

your general expansion of business to have been phenomenal:

vet 1t still goes on. But I understand you now to

anticinate some effect on money condlitions from the moving

k=

L1

of the Cotton and other OPOPS?
I hope the Deputy Governor!s recent
letter may form the basis of an arrangement on the lines

plaz

,_;

we discussed here. Time alone can dseide when sucl
may become actual, and meanwhile it is satisfactory that
vou are able so quietly to straighten out ;your legal
quibbles and difficulties. The Reserve Banks seem to be
the darlings of Washington!! Vhy is it?

n our side threatened taxatlon has made

(.;’

1 ; - 1 o4 - ~A1117 P Aarna et ~ - - T ' 4
the way easier for our foreign payments, and even more, 11

e oty 4 L L Ve - =N -t el n— ]
stimulated the patriotism of

those who hold Amnerican
Securities: so mmueh so that latterly the stream has been

almost too great for easy handling. No one quite knows

e P
Tna.



what measures may be taken to prolong or enlarge this
stream, or how long it may continue; but I hope that by
the time it = or similar operations - comesto an end the
state of the War (already veering in the right direction)
may be such as to make our foreign financing a good deal
easler than 1t has Deen.

To express an opinion on this point - so far as
the U.S.A. are concerned = would be to unravel the course
of your polities for the next s8ix months and to foresee
Carranza's intentions. And the latter are almost as
obscure as a reported alliance between the Republican and
German—American partiesl.

I am sorry not to be able to tell you of a
reduction in our unfunded debt: for you used to comment
on its size even when you were here. All I can say is
that it rmst long since have passed any danger-point that
exists. The Government is now selling Securities in one
form or another to run from three months to 5 years, for
the immediate needs of the War, but I have no idea when it
may be possible to introduce any general funding scheme.

Thus, both for domestic and foreign expenditure,
we are perhaps living fram hand to mouth, hoping as it
seems that the double effects of armies and blockade may

bring
N
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F (Hmuuﬂ ) BANK OF ENGTAID.

24th July, 1916.

My dear Strong,

Ve are much distressed o hear fram your letter
of June 28th,that you are again on the sick 1list and Poread %
take a long rest. But there 1s nothing for a wise man to do in
such a case but to obey Doctor's ovders and I am glad you are
talkdng the bull by the horns and golng away at onecs. Strangely
enough, it is only a week or two sinee Grenfell woke up with an
attack of grippe, and to his disgust is now away for a month's
core: I fear a month won't set you up but Hope the cure will be
a8 complete.

Here things have not changed mmeh sines your visit, beyond
the advance in the Bank rate a couple of weeks ago. There was at
that time a flurry in your market, which gave us a good reason for
doing whot rmst have besn Jons sooner or later, and what was far
Letter done too soon than too lat>., The effeet has been
satisfactory; the Exchanges have been steadier and we have the A
faeling of being in an improved position. e |

Qur stream of Amerlcan Securities has beon wonderfully

long, and has not yet needed to be helped out by Neutrals or others:

-

" . 7
indecd before the end of the year same si: pler plan may be possi‘bln,

= It secs to me that if you would onl; glve up politles and

eleedlons you would surely see £it now to allow us a 1little credit

¢

on all the Stuff we are buying from yout Not even a storekeeper

anywhere would insist on cash down from his best Customer, Just

because the Customer happened to be mixad up in a row with

~hooldgans! .. Please ses what-ean be Pixed wp-dwGoloradu, ther Toy =%

- - 5 - .- = S 1
be larger-hearted than in Neuw Yorlk!!

Your rotes in New York have gone to nothing again sinee the
flurry I spoke of above — which reminds me of a point or two upon

vhileh you jidght enlighten us. The Fedsrol Reserve rate of discount



for a certain class of Bill - vhereas the
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think the 22_ is the rate for any good Bill (not only

0 ). Next — A deal of gold has been poured
New York for some time past. It might have been expected
to show in the National Bank returns - but does 1t? It doesn't
. 8eem to show anywvhere, or even to have as imch effect as one
might have supposed. Does it all go to the Federal Reserve Bank,
only to emerge on same future rainy day: and if so, how does it
get there? And does the Federal Reserve Bank pay out against it
Currency Bills as opposed to Gold Certificates.

I shall bear in mind the names of the gentlemen who would

attend to our matter during your absence, but, with eleetions on

one side and war on tae other, tliey are not likely to be troubled.

o

~

But on the whole things are moving our wa- on all sides, and I

have no doubt the Germen shoe 1is beginning to pinch - as indeed

-

fiom the strange mixture of Kuhn Loeb & Co., and a

one may gues

s
French Loan!(on the analogy of ecoming events casting their shadow

The Governor sends vou all sorts of messages, and is,I am
glad to say, wondarfully well. Above all else we want to hear that |
and until then that you are lying low.

Yours sincerely,
W"’”JM

-

& maef‘:/w&}ac Come an hes weud tace, 0 wignis s cung
M)ms (‘,«Mdﬂ?kmaﬂ] welia, 6‘"7‘“"%
BENJAMIN STRONG ESC.,

FEDFERAL, RESIERVE BAINK OF NEW YORK,

T oSC“‘o




Bank of England
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It's time for an answer to your letters
of July 24th and August 8th: indeed, you may think that
it's already past the time, which I should admit but that
the former arrived just as I was going for a vacation
while the latter only reached me when I came back!

I am afraild you must be eating your heart
out, away in Colorado and only hope that your 1ittle
office will be a solace to your spirits without being a
detriment to your health. If I could come across the
Blixir of ILife you should soon have enough of it to set
you up for good and all!!

0f the reasons you give for the dis-
appearance or non-appearance of gold, I should think
that Nos. 3 and 7 outweighed the remainder. The 4th
I cannot place and the 5th I don't understand. But the
position seems curious to the extent that (I believe)
Poderal Reserve Notes do not count as Reserves for

National Banks, but do so for Staté Banks and other

institutions
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institutions. And I gather from page 4 that the obJeet of
the amendments in Washington is to facilitate the issue of
Federal Reserve Notes against gold alone, with the idea of
re=lssuing them (when times get difficult) agalnst paper
and gold combined in the legal proportion (100 and 40 I
think). I saw an article in the "Chronicle" on this
subjeet a few wecks ago, but was not much the wiser for
reading it. I presume that these Notes would be secured
like Gold Certifieates, which (among other forms of
currency) are thms doubtless to be replaced some day:
meanwhile the expense of such operations would fall solely
on the Federal Reserve Banks.

Tour explanation of the various rates for Loans
and camnercial paper 1s clear enough and received with
thanks:except of course the strange idea of creating liquid
Bills in competition with certain friends abroad!:.

The Deputy Governor is digesting your letter on
the subjeet of our discussions here: it is at the moment
rather a matter of detail, but neither of us must overlook
the ultimate possibility that after a purchase of Bills
(say in London), New York would have the right to lock up
the corresponding value in gold,in London,at a moment's

notice = which, in the event of war or panic, might perhaps

give




give us furiocusly to think. The ldea of course is that
the Exchanges would, since the purchase of the Bills, have
so far risen as to allow the proceeds to be remitted by
mall or eable to New York, or eise that the Bills would

be renewed pending such rise; bul the possibility of war,
etc., (based on recent experience) must not be ignored and
might lead to the sudden desire for carmarked gold out-—
welghing all other considerations. Do you see my meaning?
In practice it's probably a questlien of amount.

There is not much news here and you know the
state of the War better than we do. Our main concern is
with the Exchanges, and of course our difficulties may at
any time be Increased by the inability or unwillingness of
your public to take paper (secured against Neutral securi-
ties or in any other form) commensurate with our purchases
fran your producers and manufacturers. Perhaps the former
have elther got to come to taking the paper, or purchases
from the latter must be curtalled, which is not good for
either side.

Your suspiclons based on past history
about the unfunded debt are sound enough. On the other
hand the danger from Treasury Bills is almost as greal =

praetically
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practically speaking - with their total at 100 as at
1,000 millions: so the danger point 1s long past.
Further, a large amount of those Bills are intended (and
must be used) for the payment of accruing taxation; another
large amount belongs to Govermment Departments, or to
Indian and such Govermments, and yel another to Bankers or
to Discount Houses. So that the proportion which counts
effectively, and which is in the hands of foreigners or
people here who can really use 1t as they please, is far
from the total. Then the difficulties of such operation
have to be considered: the correspondence and labour
would be enough to swamp a staff already overworked.
Nevertheless the amount is too large for comfort -
even though the money it represents must in one form or
another go round and round in this tub - and a reduction
would be welcame; the more so as it would tend to extinguish
certain rights to convert into future War Loans, now held

. ZQ
by subseribers to past War Issues.
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" THEO. N. VAIL, PRESIDENT
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JWM Bank of England
@'4' l{' . 23rd Februa.ry,1917.

? MAR2 7 1317

My dear Strong,

Let me acknowledge receipt of your letter
of Jamuary 19th, but before attempting to answer it let me
Just say that your earlier letters about the arrival of
Mr.Johnson and Mr. Brigham had such attention as,I beliéve,
enabled your friends to land at Tiverpool with comfort and
consideration. In fact, Mr.Johnson, on his way through
Tondon, was good enough to call kere and tell me what I have
here repeated to you.

There is no ocecasion to say any more about
the amnouncement of the Federal Reserve Board at Christmas
time. We quite realise your position and its happening,and,
knowing that mlstakes may arise even in the best regulated
families, the inecident must be looked upon as closed.

Your letter,and that of the Federal Reserve
Bank of New York to which you allude (dated January 18th) ,have
been received and are having — even if slowly - the careful
consideration which they and their contents merit. But, in
view of the times and conditions in which we are living,these
subjects are especlally complex and, as it were, diffieult of

adJustment to the uncertainties of future requirements and

conditions



conditions. It 1s therefore all to the good that you hope %o
be here early in the summer and we shall surely look forward to
vour visit, partly for the pleasure it will give us and partly
for the opportunity of dilscussing,and perhaps completing,the
arrangenents mentioned above.

Here everyone is hard worked — some perhaps are
overworked — and even confidence in the end does not make the
imnediate outlook much clearer or easier. I was hardly
surprised that whatever (temporary) view of the position of
belligerents might be taken by the Federal Reserve Board, the
Administration has found, in spite of great patlence, that the
position of so-called Neutrality camnot of itself be malntalned
indefinitely = there comes a breaking point. And a question
naturally arises as to the future course of events. This we
here might perhaps regard as academic, were it not for the fact
that while your complete Neutrality offered certain varying
opportunities of Trade and finance, once it ceases to be
complete the first results on your side seem to be a fixed
determination to use an umbrella at once in case the rain should
come in the future!!

Please persuade your people to go on taking risks,
to cast their bread upon the waters, even outside the Jurisdice-
tion of Washington and in spite of the elouds - which will
surely roll away. If they don't unbutton their pockets they
can't do business, any more than they can earn freights 1f they
don't sall their ships! To write thus to you is, I well lmow,
to preach to the converted, and thils is merely letting off

steam.







Bank of Cngland

5th March, 1917.

Confidential

My Dear Strong,

In order to avoid delay at your end I enclose
for your personal information copy of a letter
addressed to your Bank in New York, together with
copy of Memorandum of March, 1916 as amended, for
further consideration.

There does not seem to be much at variance now
though there will no doubt still remain points to be
cleared up.

Further and lest you should be ignorant of the
views of your domestic Bankers, I enclose a cutting
which gives an Extract from their Journall!

With kind regards,

Yours sincerely,

M avi
————
BENJANIN . STRONG, ESQ.,
4100, MONTVIEW BOULEVARD,
DENVER, L
COLORADOD ) »"“, L &4 7 < N 71406
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@4 A A’ . Bank of England

MAY 16 1917 Lomdow, k.. 2

25" W/77

Your letters of March 22nd and
o7+th and April 2nd reached me almost simultaneously
and as your cable arrived after the Governor had
salled, we left him to answer it in person, which by
now I hope he has had an opportunity of doing.

Needless to say we welecome you as an
ally so greatljf that the less I try to explain it the
better!!

Now as to the points in your letter:
you rmay be sure that we attachéd no Importance to the
taste of the writer in the A.B.A.Jjournal in sérea.ding
ninself!! T had my tongue in ry cheek when I sent the
cuttirig to you.

I am sure that nothing but good f,fa'n
result from your coming here in the 'sum'ae:e, so 'bé sure
and arrange for a visit. As to Just how and vwhen,
perhaps you will be able to talk to the Governor, but

write



2z,

write yvour dates and plan well in advance. The more we
can all hob-nob together the better and however much
your absence from New York may be felt, it will be a
distinet gain directly to us here, and indirectly (I am
sure) to them.

v Regarding the revised memorandunm Just
received from your people in New York, and subject to
any arrangement that may be made in New York with the
Governor, .I have no doubt we shall agree to it formally
next week. e quite see that the main basis of our
transactionshad better be gold, although it may be
necessary to 1imit the extent of that commitment. Tlor is
there any objeetion to the memorandum becoming operative
hefore the end of the War: dut this fact (rather than
waiting t111 after peace) while sentimentally an
advantage, i1s In practice likely to 1limit the scope of
any immediate Ao-_-:erations thereunder, and applies as mmuch
+0 Paris as to London. You see that nowadays there are
very few 'bi.lls 'ari'sing out of actual commercial trans—
f,ac’t,ions’{ in existence: owing to scarcity of shipping,and
of Imports, to the many restrictions to world-—wide trade |
and to payments by Govermment (the only large purchaser
and shipper left anywhere) ‘oeing'::lade in cash, such

bills



3

bills are now comparatively seldom drawn. Tven ignoring
the preference for American names you could hardly buy a
line (say £1,000,000) of them in Tondon at current rates
at any one time and I am sure you could not do so in
Paris. Therefore I repeat that i1f and when the
memorandwn is put into effect its practical result for the
time being may be small, except In so far as any sterling

balance held on your account may be dealt with on an

o

nterest basis.

f

As to Paris, I expeet you will £ind them a
sticky and pernicketty crew to deal with!! They obviously
will not be buying many bills in New York and I have already
spoken of your &ifficulty in buying bills in Paris. The
English-French Rate has been carefully maintained between
27 and 28 francs per pound for many months past, having
lately fallen from well below the latter to Just above the
former, and while perhaps more likely to go down than up,

I should doubt 1f it will be allowed to go below 27,unless
the French Goverrment i8 so generously treated in Wbshington‘
that the effect is felt here. 7

The conditions thus set forth seem to
prevent my now making any suggestions which could be of
value to you In connection with elther the English or

French |
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Bank of England
Lowdon, k.c. 2

12th June, 1917.

My dear Strong,

I have before me four letters
recently received from you, for which I have been and
am very grateful - though I 4id not attempt to write to
you as long as the Governor was on your side. He has
now turned up looking very well, apparently much rested
in spite of some strenuous days and thoroughly gratified
by all the kindness he received from yourself and your
countrymen.

To revert to your individual letters:
those of the 19th April and 18th May call for no answer
beyond a renewed assurance that, while the leaf you
enclosed 1is pleasant reading, I found amusement rather
than sting in the earlier article! As to your letter of
the 10th May, I am only glad you have given your, son a
line to bring here and shall take it hardly if, for one
reason or another, h‘e‘d‘.ever turns up. In any case be
assured that we shall do anything in the world we can
for his father's son and sake.

Lastly



Lastly as to yours of the 16th May, only just
recelved, I know well that you have now a deal of
heavy work on hand, vhich must upset your plans, but I
suggest that as soon as you are through with it, in
part if not altogether, temporarily if not permanently,
you cannot do better for your health, and perhaps even
for your work, than come for a visit here.

Exch™

The organisation of a Foreign/Oensorship is in
its essence a difficult Job = partly because of private
interests and their dlffering standpoints, partly
because of the ramifications and uncertainties of all
such financial transactlons, and largely because of the
difficulty in getting such (and indeed any) technical
Censorship actually handled. Primarily, I suppose, a
Censorship in War time should be military, although no
Government Department can be expected to look after the
technlcalitles of any branch of trade or finance, and
the best solution is likely to be found in one CGovern—
ment authority with adequate expert or technical
advice. So far as the ramifications of transactions
with neutrals arc concerned, our Foreign Trade
Deparm%gnt has, I believe, already sent out a man of

experience/in that branch, who has probably found a
A Y

perch




perch in Washington. I have had no experience in the
details of Censorship as such, though I have reason %o
¥mow how conveniently technical advice may be given and
used.

The Deputy Governor has realised through-
out that in the suggestions made to you in recent cables
we were gqing somewhat ahead of the agreement, as well as
perhaps outside it = apart from the probability that your
legislation ad hoc is not yet completed. But he thought
that, being a separate transaction, onfpurely 8 gold basis,
you might care for the ildea on its own merits, without
regard to precedent or to the terms of the Agreement.

Personally I think the financial outlook
between our two Countries seems satisfactory, though we
must expecet minor ups and dowmns while the necessary
arrangements are being evolved. And just as w/el/‘:ﬁa.ve all
along believed that the Paris-London rate must be kept
at a reasonable figure for the benefit of all concerned,
so I am persuaded that the New York— London rate must be
similfarlv cared for. Any other course would be
sentimentally as well as practically a feather in the
German cap, which would surely affect the neutral as
much as it would hearten the enemy.

I do



I do not know where this will find you, but if
you should be in the Eastern vortex let me beg you personally
t0o undertake too little rather than attempt too rmch work.

The end is far off and as an ally I want to see your brains
preserved for the, long run rather than spent on the inevitable
and almost overpowering difficulties of the early rush.

With our impressing salutations (as I am sure

Monsieur Pallain always writes to you),
Yours sincerely,

/(WW.

—

BENJAMIN STRONG, ESQ.,
4100 MONTVIEW BOULEVARD,

DENVER, COLORADO.
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My dear Strong,

I an

IJ-

1 recelpt of your letter of the

2nd ultimo, and am pleas

(D

d to be able to say that I 1}
procured for you a set of the Posters of the War Savings

:1'170 of the £4:10% British Loan.
S%

no Posters of theALoan issued last Janu

Associatlion and

As there are a grealt nurber of these
Posters, I shall beglad i1f you will let me lknow whether we
should keep them 1}

Vha'T

1ere untll you are in England or send thenm
to you by post.

I an afrald that we cannot obtain a set

of Irish Posters for a less sum than £30,as they are in the

hands of a private Collector. Shail J?d" theun F“ fw\
Yours sincerely,
AANM_an .
greTme

BENJAMIN STRONG, ESQ.,

FEDERAT, RESERVE BANK OF NEW YORK,
NEW YORK.
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10th Septembor, 19018,
iy dear lx.Strong,

In tho absonce of the Governor for a short
heliday, I write to ackmowledge the roeeipt of your lettor
to hin of tho 12th August,

Vo observe with mmeh satisfaction that your
negotiations with the Bank of France have now so far
advanced that you have arrived at a tentativo undorstanding
to open rociproenl accounts, and, as desired, I havo had
rv'n.;ch plea.suré in formwarding to M, Pallain, for his con-
£identlial information, a eopy of the Agreement dated 3xd
May 1917 between the Fedoeral Reserve Bankt of MNew York and
tho Bank of England, and if and whon you’arrive at an
Agroemont wilth tho Bank of France, we shall mch approeciato
the courtosy if wo in turn may be allowed to have & copy.

With you, I sincerely hope that these
preliminary steps may rosulit in arrengemonts being made
whieh will boar satlsfactory frullt in oloser international

rolationship so soon as more favourable oconditions obtain,
Yours very truly,
(sd,) M. NORMAN,

Benjamin Strong, Esq. '
I R ——— T
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< My dear Strong, !
Having learned that Mr.H,P,M.Rae,Managing
Director of the Bombay Company, Ltd., of India, is planning a
business trip to the United States, I write to say that I have
ventured to give him a letter of introduction to yourself which
will be sent out so as to reach him before he leaves India.
Will you have the kindness to give such
help to Mr.Rae as he may have occasion to need, and let me say
that, although I am not personally acquainted with him, he is
a close assoclate of Messrs.Wallace Bros, & Co. of London,whose
Senior Partner has .‘been a Director here for very many yéa.rs.
The enterprise and position of that firm as well as of the
Bombay Company are probably as well-known to you as to me.

I can hardly suppose that at the present
time any general business is being conducted in your Country,
but if the course of the War continues as we all hope it may,
and as the successes of your troops seem to make certain, then
a change in your business activities may develop at any moment
and it is in view of this change in conditions that I understand
Mr.Rae hopes to pay you a visit before long.

I take this opportunity of acknowledging

T N - R

your




your letter of the 2nd instant, and of congratulating you "’
on the results of the Lioan, news of which has come to us
since your letter was written., I am always afraid that @
Jyou may be doing more work than your health can stand and
so am inclined to hope that after this is disposed of you
may be able to take a vacation.
The Governor wishes, as usual, to be
most kindly remembered to you and we both regret that, as
you suggest, we ca.mo::;eep up a more regular and conplete

/
correspondence,

Yours sincerely,

Benjamin Stromg, Esq.
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A\ . BANK OF ENGLAND, LONDON, E.C.

Sk _ 11th December, /A8
My dear [Strong, | _ :
i b Your letter of the 22nd ultimo has been very
muoﬁ appreciated by myself as well as by my Colleagues who have been
eagér to, read it. We are all glad to learn your present feelings

with wkich we have the greatest sympathy and we are glad too, that

youfare noﬁ‘g01ng off to take care of your health, only hoplng that
in.ﬁhe strénuous months which have passed you have suffered no
. overstrain. : : i
gi The latter part of your letter tempts me to try
and write at some length on the subjects you mention, and perhaps
we here are more fearful of their eventual outcome, At the bresent
moment we need not expsect social or political disorders chiefly ;
because we do not know what the Peace Conference and our pending
election will ﬁring forth. But here and throughout Europe there
is undoubtedly a great body of persons who look forward at no |
distant date to such social and political changes as may very easily
-entail disorders. That I think is a fact which we must all recognise,
Our domestic conditions give us more misgivings
on the finanéial side than yours need give you, and for such reasons
as the following:- Our business has been much more disorgani#ed by
the War than yours and will therefore come round more slowly; our
floating and unfunded debt is large and may be difficult to handle;
our need of;raw materials is great and immediate; our foreign
debtors’ (ag a whole) are good only in the long run, if at all, our
_débts abroad are large and 'as not tend to ease the exchange positian.
.Meanwhlle-the need for fresh money both at home and abroad f?r
nnterprlbe and imports is growing insistent and will tend to’¢ompete

wlth the Gpvernmen;'s need, so that eaoh is apt to force the! pace

hi (RN i

L Over and above these d megtlo consideratlons,

|
|

a c;Oud.or unoertain bulk is' hovering in the shape of“the P@§oe
i |

T ‘ s Conferen$e i i

|

; ! ‘ t

It P \ ‘ { b ] It
: hF:

:.“r h avr"st LP? ozher ﬁnd te hamper the other's 1og1timate requl ements,
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Conference. .

|
some poas:'..b],e da.nger from economic strife. Opinions and forces. .

There I agree with your second page in feaxing

hich among,thp Allies were dormant or non-existent during the War
are oertalnly showing themselves, and people are going back to the
outlook whlch in normal times used to appear to them to be normal.

On all slde? oPr people admire your President and all that he has
accompﬂished ik the War, but they fear that perhaps his ideallsm;
nay not square“&ith the facts when looked at apart from the enthuauasm
of the War':} it seems true that the only olass among the European
-Allies from,whpm he is oqfﬁggn of support is the socialistic class,
whence again dkrings some danger of the disorders mentioned at the
beginning, ° Moreover your people (it is murmured) have not been bled
for the War to the same extent as the Allies in Europe: they have
not grown poof in order that once for all & lesson may be taught to.
Central BEurope: they have made huge advances to the Allies for
carrylng on the War, but (it ig sald) those advances were no more
than temporary oontriﬁﬁ%1oﬁ§2?g;ards the democratisation of Central
Europe, by whom they should eventually be repaid or to whom they

should somehow be passed cn:and perhaps (it is said) your people
therefore do not make allowance for certain feelings of bltterness
and oompetltion ‘which undoubtedly exist. I only wonder if they
can be smothered at Versailles. |

| If on the top of all this we try to guess
what is going'to happen at Versailles wé can only suspect that in
order to makeéeace the President is apparenmly'bent upon at least
certain points ‘which may rather contain the germs of strife. For
instance:- No indemnities, though the Allies are grievously {
impoverished as I have said above; Freedom of the seas v of unogrtain

meanlng-but on its usyal interpretation anathema to several of The

Allies 8 1eague of nations - perfeot as an' idealistic policy but,,
5 | L ol
i fy as, sole thlﬁk 1ncap le of prompt adjustment to facts. A
g i i

. bl |1 |
i , These points represent the v*ews of the g&n

b i i

Y anene atredt. an, if they are at all true, we mist indeed agree with

.‘ )

|

14
5 i | | . . | ¥
; | b didy T ’ | " . { | you
i \ { I ' ' |
| i X t i "‘ ! v ) O

i\
\ . it { : ! i 2
1z L. fh M : i {obs i . | Lat 5 )
i




you that the international future lies very much with those who

are toime‘ﬁet at Vergailles.
5 " L " But whatever is to be the outcome, you are

abundent.l;y rlght in saying tnat the cond:.tlons which are soon to
l ' i §
govern chf world depend very much on the cond:Lt:Lons which exist

Tl o

bet.weﬁn:o : t.wo countries. If it is to Dbe aconomlc peace, we between

us can go ia. long way towards complet:.ng it a.nd making it rea.1° if, on
th otherI l‘xa.nd it is to approach economic strife, we, too, may per-
cha.nce i‘lnd a way to avoid it or a’q least to minimise it. In any
case and ’w‘Tr:atever happens, let us stand together and hope fpr the
vest! “ [
| . I shall show a copy of this letter ;oo the
Governor and ot.hexjs of my Colleagues, but you may be sure that,
powever mch or little they agree with these views, all of us value
our friendship with yourself and our comnection with your Bank and
are determined to cherish that friendship and that connection to
the utmrost, | R
Wishing you"health and ha.ppiness”for, Christmas !

and the New Year,

Yours very sincerely,

/’/.

Ravdamin Strone. WSo. ]




PERSONAL )
Bank of England

31st December,1918.

|. My dear Strong,

Some days ago I reccived your letter
of the 9th instant, giving details of Senator Owen's visit.
Since then he has been here but, although we were able to secure
his company for a few hours, his visit to this country was so
short that it was not possible to show him such courtesy as we
had intended. We will try and make up for this if he comes
back to London next month,

I can quite suppose from what Senator
Owen said while he was here that you and he are not in entire
agreement on all points, but it is evident that he takes deep
interest in banking subjects and wishes to master their details
from all sides.

I have also recelved your letter of the

10th instant and am glad to send six more Interim Reports of

the Committee on Currency and Forelgn Exchanges. At the same
time, I may as well take the opportunity of sending three of

each of the following which have appeared subsequently, namely,

the Report of the Gold Production Committee and of the Committee
on Financial Fagilities, in case you may find time to glance

through

i
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My dear Strong,

This is a perfect outrage! I guess you
know your man ard ours, but lest there should be any mistake
I have underlined their names in the enclosed cutting,

The fact which I have to confess to your
very private ear is that we can't compete. There is a certain
type of individual who gets ahead of us every time., Now I
really laid myself out to tickle your Senator: stood out in
the rain with him while he was getting into a carriage, and
even asked him to a quiet dimmer (fit for gentlemen) before
T had ever set eyes on him! This he refused because he was
to be in France.

The next day I hear a yarn; a day later
I read it. You must do the same, I do not know who paid
for the anmouncement but hope you will be able to share my

smile'.(.

Believe me

-

Yours sincerely,

NOreamn -

Benjamin Strong,Esq.
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seeing several i
cessfully advo
amendments, iSEISQS as well as in
the United Stafes; a3 one he pillars of
American financial statesmanship. ' On Thurs-
day evening he was entertained at a dinner at
the Savoy Hotel by Sir Edward Holden, who
was supported by some of his princiM&gucs
in the direction of the London Joint City and

passing of the
st before the
patification of
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Midland Bank, including Mr. McKenna and‘

Mr. Darling, and among the other guests were
Sir John Bradbury, Sir Robert Chalmers, and
Mr. Keynes, of the Treasury, Sir George Paish,
Mr. Hartley Withers, and the principal financial
editors of the London Press. Replying to a
Loast in his honour, Sendtor Owen gave a very
instructive account of the highly successful
way in which the American Federal Reserve
banking system has functioned during the war
~—a success which meets with increasing appre-
ciation now in British banking circles, as greatly
strengthening the case, in view of our after-war
requirements, for certain reforms in our own
currency systemn which have bedh prominently
advocated of late years. Senator Owen looks
forward to ever closer relations between the

British and the American banks, but he makes |

no secret. of his view that London must remain
the world’'s money centre,

f

|
|
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Bank of England

5 1 1% 1 G A
&th June, 19l0.

My dear Strong,
Your letters of the 2nd and 7th ultimo

arrived a couple of days ago, and I can only say that we are
all astounded at the organisation you can get and hold
together for your Loans - even after the passing of the War
fever itself. The bulletin you enclose and the posters which
came separately are signs of forethought and work which we
can and do admire, but cannot equal. No wonder your Loans
were such successes.

If all goes smoothly we, too, are likely
to be making such issues this summer, mainly for the purpose
of clearing up some of the floating debt: so far the amount
of fresh money needed for the year's outgoings is comparatively
small, and may almost be ignored. But no one can say how soon
unforeseen expenditure, and on a large scale, may not begin
to come along, either for home or foreign purposes.

We here are perhaps 400 near Paris to be
as immune as you seecm to be from the uncertainties obtaining
there: they cause continuous action and reaction not only on

the minds of the public, but also on all who have to do with

the




the French or Italian Exchanges or the general question.,
of exports.

You enquire as to my plans for the @@
summer and, as suggested, I have sent you a cable to say
that the idea of a visit to America has faded into the
dim future. It remains however a plan which above all others I
wish to carry out as soon as possible: for there is no
vacation like a change of country: frequent contact is
necessary if one is not to lose touch, especially amid
these changing conditions,and I am drawn towards an old
friend (Mr.Markoe of Philadelphia) on whom perhaps the
years are telling more than I realise at a distance.

It is because of the work entailed
here by these coming Loans and by the delays in Paris, &c.,
that I can make no plans for a vacation. The Governor was
to have been away a month ago, but (more of course than
myself) is prevented from moving - although happily he
keeps wonderfully well especially when the sun shines, as
it has done lately.

Generally speaking, we feel to be
living on a bubble which may burst sooner or later = but éan't
last for ever. We are still hemmed in by War time restric-
tions as to rates of money and Stock dealings - added to

which



.‘ahioh, an end has been enacted to our so-called gold market.
\ The change from war to peace work is proving slow among the
L industries, which are hampered by the reduced buying power of

foreigners and which are therefore the less able to reduce
the amount and cost of unemployment. On the top of all this,
we have rumblings of discontent among many sections of workers
and an outright demand for the State to become the.owner in
certain cases = all arising to a great extent from a false
idea of the prosperity resting on war credit.

Perhaps the most serious point from an
international standpoint is the position and needs of the
War-worn count.fies in Burope, as to which Mr.Vanderlip will
have given you, as he did us, a very gloomy picture = coupled
with a remedy so heroic as to be difficult of achievement.

We here do not think that at this stage much can be done along
these lines by private enterprise or credits: some scheme may
be concocted in Paris, which with united and political support
may well be on the heroic scale, but short of that it looks

as if the needs of these countries - including currency and
exchanges = must be treated by political rather than by
financial mea.surés. In other words, the states who wish to
stimulate their manufacturers'! exports must lend to the statss

who



. who are 1o purchase on longer term than any exporter or 4

Banker can afford. ' }

Pray keep me closely informed as to 1
your plans, and forgive the irregularity of my letters.

With kindest regards, ﬁ‘ww e
¢o—v~<ﬂw~( o4 A,a p/ uJ, Believe me

Yours sincerely,

W‘ v

gl 2o

Benjamin Strong, Esq.
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Bank of Cngland

22nd August, 1919.

My dear Strong,

I have received your letter dated Paris
the 16th instant, mentioning your sudden trip to
Constantinople, now postponed, and yesterday I received
your letter of the 19th instant confirming the telegrams
exchanged by us.

I telegraphed you last night as
follows -
"Received your letter 19th. Our representatives
"have started for Brussels and Amsterdam. We are in
"touch with Kent and await his completion of insurance
"with Chubb before definitely arranging shipment. Shall
"be happy when you so direct to transfer a portion when
"held on your account to order of Bank of Spain".
from which you will have learnt that we have got into
touch with Mr.Kent from whom we are in hourly expectation
of hearing that he has completed the insurance through
Chubb & Sons, and that our Representatives who have already
left for Brussels and Amsterdam are free to move the gold.
I hope that on our part there has been no avoidable delay
in this connection, but telegrams certainly seem to take

as long as ever between here and the Continent, and, if

the




the insurance is to be limited to comparatively small ‘
shipments, it will take a longish time to effect the trans-
port of upwards of 22 millions sterling, of which sum ®

12 millions from Amsterdam is to be attended to promptlye.

I note what you say about the possibility
of a shipment to the Bank of Spain and as telegraphei.
yesterday the Bank of England will of course be willing
to set aside out of the first arrivals from Brussels or
Amsterdam any amount that you may direct to be forwarded
to Madrid and to make all necessary arrangements for
shipment and insurance if you so desire.

The Governor is away and, as you know,
needs all the rest he can get.

It has been very hot indeed ever since
you left us, but Mr.Stettinius, who was here last Friday,
would have it that London was cooler than Paris.

I look forward to seeing you and hearing
your news a month hence, when you will still find your
card on the door.

With kindest regards,

Yours very sincerely,

Benjamin Strong, Esq. o



/ Bank of England

28th August, 1919.

My dear Strong,
Thank you for your note of the 26th

P instant, from which I note that we may proceed with the
shipment of gold as detailed in your letter of the 23rd
August to the Governor,

It was no trouble at all to cancel the
arrangements for the retention of $10,000,000 in Brussels
o/a Spain.

We shall look forward with-pleasure to
seeing you early in September. '

I have seen Mr,Xent again to—day and
have arranged with him to proceed to ship to London

«~ $75,000,000 from Amsterdam and $35,000,000 from Brussels.
For the balance he still awaits further instructions from
New York.

With kindest regards,

Yours sincerely,
o

e,

Benjamin Strong, Esq.



Bank of England

20th August, 1919.

My dear Strong,

Thanks for your note of the 27th, which
is interesting.

I had hoped that you would have come
back here before this and that we should have been sitting
in the garden together.

A remark you made the other day led me
to think that you may be coming back next week and I just
want to warn you that for the first half of September Thorpe
Lodge has to be demobilised for household reasons.

I may be able to go right away for a
week or so, but, in any case, I shall not be able to be

living there until about the 15th of the month. 9 Shell &poek

?(M tne, (aer, Yours sincerely,

Aoman

p—

f o

Benjamin Strong, Esq.



Bank of Crgland
21st October,1919.

My dear Strong,

Ifo was kindly of you to write to me on
the 1st instant while you still had your "nose to the wheell
in Washington, without a moment in which to turn round since
landing.

Nothing much has happened here since
you left except that, as you will have seen, we were all tied
up with a railway strike (and the people took it doggedly,
good-naturedly and grandly). Money and bill rates have gone

f up, as with greater advantage they might well have done long
ago. We have some hopes of getting them yet higher before
the end of the year. Politically the position is almost
more complicated than ever but may be somewhat cleared up
with the meeting of Parliament about to take place. For
while the railway strike has been serious and other strikes
are continually threatened, or in being, so that production
is all the time diminished, there is a great and growing public

» demand for economy which it is obviously easier to advocate
than to carry out,fout. the mere fact of recognising the
financial difficulties is quite a step in the right direction

as



as compared with the general apathy when you were here. q

Now I come to the real reason for this

letter. Sce the "Economist" of October 18th, page 626,

e

for distinot signs of growth in the Federal Reserve seced

which you sowed when in this country.
' With kindest regards,

Yours sincerely,

Hikovmean

~____—~

Benjamin Strong, Esq.

| P.S. "Luecky strikeé‘ are still so severely rationed here that
+—_ -

you can't get any at the shops.



& DEC ~ 419k of (melmu\
Y? 6th November,191¢.
My dear Strong,

Many thanks for your two letters of the
20th and 21st ultimo .

I certainly thought that the "Morning Post"
interview was inspired by yourself as the general opinions
as well as the place seemed to tally with your views and meve-
ments. I cannot trace the other article which you say has been
quoted in Paris.

I had some talk with Hartley Withers a few
days after I had mentlonez;}he reference in the "Economist" to
the Federal Reserve system, and I took the opportunity to
explain to him how you had been tied up in Washington.

I note that you are going to have a Conference
in Washington on the 12th instant, after which you expect some
rise in rates of discount. This has, to some extent, alrecady
been foreshadowed in the increase in the rate of your loans to
member Banks, etc., the news of which was cabled to us this
morning.

Since you left here our general position

has not altered to any great extent. There was, as you will

have seen, an increase in the rates for Treasury Bills about a

month
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. L‘/ ‘flz
month ago and about the same time tne special rate‘pn foreign

ggney deposited here was discontinued. The result has been
sufficient to absorb slowly the Ways and Means Advances, but

not enough to contract expansion. We have long been, as you
know, anxious to move gradually towards considerably higher rates
and the step above mentioned was in the right direcetion. To-day
we have been able, with a very good reason, to raise the Bank
Rate to 67 and the rate on Treasury Bills will follow at once

to 5¥. The reason for the former,which with the concurrence
of the Treasury has led to the latter, was the steady increase
in the circulation of Bank Notes and Currency Notes, caused to
some extent by covéring part of the Currency Note expansion by

a deposit of Bank Notes. The result of this has been to bring
our Banking Reserve down to very little over £20,000,000 and

it is really the decrease to that figure which has been the
ostensible reason for the rise in the Bank Rate.

At the same time I cannot regﬁrd the certainty
of sound money as definitely settled. On this subject the
community, in so far as definite views are taken, may be divided
into three groups: (1) the advocates. of unadulterated sound money,
(2) the advocates of expansion and the printing press, which to a
considerable exVent is the view held by many political leaders;

and




@®nad (3) the advocates of confiscation euphoniously called
"Levy on Capital.

e Politically, I cannot think the situation
has improved in spite of apparent triumphs of the Government.
For one thing and perhaps to some extent because the truth of
the financial position as disclosed by the Chancellor in
August was 100 strong and u.npalatable}a "jump of toffee' was
administered last week in the House of Commons. The upshot
of this is that,given a normal year and no fresh expenditure,
all will be welly but a normal year is as remote as a "blue
moon" and meanwhile, with extraordinary expenditure, both ends
cannot meet.

30\/“\%(; A fresh demand rfor an issue of Premium
Bonds has also grown up although a couple of years ago the
question secemed to have been laid to rest by a Parliamentary
Committee appointed ad hoc. We cannot belleve that any such
issue will produce a large amount of money. It is certainly
opposed to the spirit of saving which the War Savings Committees
have been trying to disseminate for some years past, and I
should have thought that people in general needed a rest from
further excitement or speculation of any kind.

On similar lines the Stock Exchange, who

have already more business than they can easily deal with, are

bestirring
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bestirring themselves to get rid of cash dealings (already

a rule which is observed in the letter more than in the
‘spirit) and are hankering after fortnightly settlements and

freedom from restraint. From a domestic standpoint I can

see some advantage in such a change because the position would

be steadied by'bDear'accounts whereas as things are every

operator has been a potential "bull" for the last few years

and(with the rise in values)has forgotten what it is to make

a loss; but from the international position,and especially

with the uncertainty which still hangs over European markets,

I think we ought to go slow and give as little leeway as ‘

Mr.Kent wrote the other day that you

possible to the foreign operator.

had kindly asked him to put a parcel of "Lucky Strike' cigarettes
at my aisposal. Pray accept my thanks. Your gift comes at a
very opportune moment as I am arranging to go to the South of
France for a rest in a fortnight's time, and while there I

shall be fortunate to be thus supplied with tobacco.

The Governor is very well and,as he will
no doubt read this letter before it goes, sendsyou his greetings
I know that many of your friends here would do the same if they
knew of the opportunity.

With very kind regards,

Yoursﬁo/e\}-’e]_y’
)
Benjamin strong,Esq. Innan .




Bank of England
® Londow,x.c. 2

5th January, 1920.

My dear Strong,

Before I attempt to write to you on
current matters there are one or two outstanding points to
be cleared up, and this is what I shall try to do to-day.

First of all I have been reading the
Club Magazine which you were good enough to send me as long ago
as the 17th November. It is not only a creditable production
but very interesting, and I wish we could find the initiative
t0 do something of the same kind, for no doubt the initiative
is latent somewhere amongst our numbers if we could only d4dig
it out. I shall pass your copy round in the hope that it
may produce the "grain of mustard seed" on this side.

Next, I not only received a parcel of
ULucky Strikes" on my return here last week but I had also
had a similar parcel through the kindness of Mr.Kent. The
latter were the greatest boon while I was in France where, as
you know, you cannot even get "chopped hay" or "cabbage', much
less tobacco in any smokeable form. You certainly have lived

up to your promise like a man and, considering how pleasant
and




and, I believe, harmless these cigarettes are, I am only
surprised that they cannot be purchased in London. As a .
matter of fact it will amuse you to know that the first
intimation received about the parcel which you sent here g
ﬁas a note from the Customs people to say that they had
been forwarded by the wrong method and were in consequence

confiscated!
I had a most delightful month in

the- South of France, where = except for a couple of days =
the sun shone from morning till night. There were very
few visitors and meat and drink of all kinds were abundant -
quite contrary to what one reads in the newspapers. I came
back last week, with many regrets, to dark, cold and wet-
blanketty conditions, to which I am gradually trying to get
accustomed. Hapoily I find the Governor as well as ever
to all appearances both in mind and body, which is the more
to his credit as the fall has provided more thorns than
usual to his"bed of roses'.

I shall write to you again in a
few days, this being merely an attempt to get rid of some
arrears, t0 repeat my thanks for the "Lucky Strikes", and

to wish you over and over again a very happy and prosperous

Yours very sinj;z(iap
[ == ""j

New Year.

Benaﬁmin §trong,Esq.




Bank of Cngland
Londow,.c. 2
8th January, 1920.

a
®
@

My dear Strong,

I have been considering your letter
of December 1lth and if I were you I should be disposed first
of all to give Ben an opportunity to learn the rudiments of
business and generally to find his business feet in New York.
Then I should send him to England and France for a couple of
y%?:s or 8o, in whichever order suited your convenience best;
a.nd[l[dshould choose a Merchant - Banking concern where he would
at 'rt‘he outset get down to commodities and all their ramifica—
tions rather than to finance pure and simple, which no doubt
would be his eventual object.

This you could arrange admirably

) S
through Frank Tiarks at Schroder's within such compass as is
small enough to let Ben easily get the hang of all that is
going on and large enough to show him many kinds of business
in an adequate volume.

This is the concensus of opinion
among one or two whom I have sounded privately on this general

question and it is very much my own view, too.
With kindest re s
Yours very s erely,

/\ (hnan.

Benjamin Strong,Esq.



Bank of Ergland
Londow, E.C. 2
15th January,1920.

My dear Strong,

We lmve been much interested in the
papers and pictures which are mentioned in your letter of the
19th December and, while they have been treated as confidential,
several of us have been trying to get the hang of the plans and
drawings: some day we may be able to take a leaf out of your
book behind your back} I wonder if the site, being so much
longer than it is wide, from the point of view of appearance
is not rather awkward to deal with; for if all the inside space
is to be used right up to the frontage it may be difficult to
avoid the semblance of monotony when looked at from the out.sid‘e.

The second page of your letter is very
distressing. No one but the Governor has read it but I told
Blackett that there might be an opportunity of discussions with
you here in April. I do indeed trust that if you pull up now and
go right away there may be no further trouble; but from our
personal standpoint it is a great blow that you should be going
away from New York just at this time. Your recent rate increases
have tended to take away some of the result which might otherwise

have



have come to us from our own, but we forgive you for the P'S
sake of the enormous benefit to both sides from close and
personal co-operation, i

I am getting one of oﬁr 0ld pensioners
to put a lecture of his on Bank history into some sort of
pamphlet form and this I will send to you in accordance
with the hint in your letter of the 8th December.

We sent you a cable right away about
poor Cunliffe's death, thinking that you would like to Dbe
the first to know it. You may not know that as from the
1st of this month he had amalgamated his firm with Fruhling
& Goschen, an arrangement which would have been very happy
for all of them. He waé at their Offices on the 2nd (Friday)
when the new concern was launched so to speak, and certainly
was not well but he was not seriously dll until the Monday
and he died early on the Tuesday morning. He is a great
loss not only to us but to the whole community and never
could a stalwart champion of sound money be so ill spared.

On the whole things- look rather
brighter than they did & couple of months ago. First; The
cost of living, vwhich was confidently expected to rise, was
stationary during November and December: but it is thought
doubtful whether it can remain where it is owing to the

increasing



there 1s going to be real trouble, but it is difficult tgg
give any reason.

Fifth: The rise in our rate which @
toox place early in November is now becoming effective.
Hitherto the Banks have been preaching cheap money as well
as practising it in thelr rates (mostly in order to cut one
another'!s throats). No doubt the demand for commercial
advances has been enormous and the result on the Banks is
that now they are loaned up to the hilt and in self-defence
aimost bound to put the rates up as well as to scale down
their customers' requirements = all of which is healthy
enough.

Sixth: The Currency Note circulation
is contracting as well as could be expected and the Bank
Note ecirculation inclines to do the same: but the latter
position is obscured by the gradual addition to our figures
of the Gold hitherto held by the Banks.

The French Government's credit has
gone to pieces in London, and when they offered £8,000,000
of their Treasury Bills for sale the other day % qgepplica—
tions did not reach £1,500,000. I cannot see how they are
going to get along and there is some danger that owing to
political pressure credits may have to be opened for them

and for other of the Buropean countries which are simply

going




‘-i.noreasing competition of the former enemy countries
for limited supplies of food.

® Second: The American Exchange, which
might have been expected to become demoralised has fallen -
as it was bound to do - but has never been demoralised.

Third: The Government indebtedness as
a whole has perhaps now reached its apex. Next year it may
be expected that extraordinary receipts from stores, &c.,
will more than cover extracordinary expenditure and that
ordinary and increased receipts from taxation will more than
cover normal expenditure: thus one may hope for some reduc-
tion of debt. For the rest of the year = I mean financial
year = heavy taxation will be coming in which is expected to
more than cover 'outgvoings and somewhat to reduce Ways & Means
advences and Treasury Bills. An issue of 537 Exchequer Bills
is to be made next week, but this is solely for the purpose
of extending for a few years similar Bonds falling due this
year and to avoid money for their repayment being provided
by our book oredits.

Fourth: The labour position has been
obscure and uneasy all along and although the railway men sem
at this moment to have come to terms with the Government there

are threatenings in other quarters. Somshow I do not believe

thoere



«* going to lead to further inflation with you and with us

Just as conditions are beginning to show a glimmer of
improvement.

Hoping for a good and quick recovery
and with kindest regards from the Governor and

Yours very sincerely,

/%M MG\A/‘/;//)

—

Benjamin Strong, Esq.




Bank of Qt’nglanh
® {EhdmmEﬁ.z
16th January, 1920.

My dear Strong,
One point occurs to me since writing

to you yesterday. You have doubtless read Keynes'! book.
Possibly you have not seen the epigram’on the book which
has Jjust appeared in Punch. It is so candid and yet so

kindly as a summing up of many people's attitude towards

Keynes' diatribe that I send it to you to paste in the

cover of your oopy!
Yours very sincerely,

N I ai, -

-
g

Benjamin Strong, Esq.




Bank of England
Lomdom, k.. 2
26th January,1920.

My dear Strong,

In your letter of the 8th December you
asked me to send you an account of some of our traditions and
peculiarities and the moment has now come when I can do so.

Long before your letter reached me I had
often thought about a remark you made to me in the summer that
we, as a body, were woefully ignorant of the Bank's history.
Personally, I think history is a dull subject, but after what
you said I decided to try and add to our knowledge by inducing
an old gentleman who has devoted the last 15 years to the study
of such antiquities to come and lecture to us.

This lecture has been printed and I am

_— Yae Paplost Tile
enclosing a couple of copies, which I hope may serve your
purpose to some extent, and from time to time I will send you
further information which we are collecting.

With kindest regards,

Yours very sincerely,

e
Benjamin Strong, Esq. ai,

m—
E——




Bank of England
15th March, 1920.

My dear Strong,

It is nearly three weeks since I received
your long letter written from Hot Springs, Arizona, and
dated the 6th of last month.

) There was a great deal in your letter which
was interesiing to us and a good deal to which I might reply
if you were within touch, but, as you are leaving San
Francisco for Japan on the 10th of next month, you will not
receive this letter until May. By that time its contents
would, in any case, be stale, and you will furthermore be
engrossed in what you see and hear in the East. |

So I am not writing to you on general
matters of business or politics, but merely to say that 1
have given myself the pleasure of procuring for you such
letters of introduction as seem likely best to serve your
purpose. These are enclosed herewith, together with a 1list
of their sequence. I need only add that what I have done
has been to get you official letters throughout India
through the Goverrment of India, also to the Presidency

Banks




Barks (not yet merged as I believe), and lastly letters to a
private individual in each place who is said to De the gid of
the local business community.

A personal letter to the Viceroy from his
brother is added as an afterthought.

I have not gone further East than Java
because you will no doubt be receiving other letters from
Sir Charles Addis which will supply your needs there. But,
as Addis is away for a month's holiday in Switzerland, I have
not been able to consult with him on this point.

I very much hope that the letters now enclosed
and those you will be receiving from other sources will be
such as will obtain for you all the information you can want;
the more so as I have taken care that in each instance the
parties addressed shall be advised of the chief objects of
your visit and your probable enquiries.

With kindest regards ‘from the Governor and
all of us.

Believe me

Yours very sincerely,
<\

i

——

Benjamin Strong, Esq.



Bank of England

Iomdon, E.c. 2

26th May, 1920.

My dear Strong,
I have delayed answering your letter
of the 25th March untll the books which you were so
kind as to have sent to me arrived. They reached hee
safely a fortnight ago. Needless to say I have not yet
had time to examine them very thoroughly! But I have
seen enough to realise that they will be a very valuable
addition both to our means of Information and to our
general banking literature. The 1little volume by
Professor Kemmerer to which you contribute a preface
seems as good an iIntroduction for a student of the
Federal Reserve System as you sald it would be. It was
really most good of you to take such pains, and knowing
of your absence I wish to express my thanks to your
Secretary for the trouble he has taken on our behalf,
Believe me,
Yours ve sincerely,
I\ (Yman.

— = -

Benjamin Strong, Esq.




Bank of Eriglany

. 3rd Decenber,1920.
My dear Strong,

I cabled last week to Mr.Jay to f£ind
out what had become of you and heard from him that you
were due at Marseilles to=-morrow. To-=day comes your letter
of oth November from Delhi, for which I am grateful, as
also for a few postcards and a number of photographs which
have come along from time to time. |

I shall not go into details of
conditions in New York or here, much as I look forward to
discussing tﬁem with you as socon as you come here: indeed,
I and all of us have been waiting from week to week for a
long time past for the moment to come when we can talk to
you face to face. Meanwhile, as you may be sure, we have
been trying not to lose touch with your friends in New York.

As to my own plans, I shall be here
continuously = Sundays and holidays excepted = until the
3lst of this month and on that day I hope to go to the
South of France. The sconer you can arrive in London the
better for us, but the date you must settle after you have

had time to see whether you need to go to Brussels and
Amst erdam,



- Amsterdam as you suggest. But whenever you do come to

-
London let me remind you of your hotel, of which the
address is "Thorpe Lodge, Campden Hill, W. £.'. The

Ay

Booking Clerk tells me that an hour's notice will be

enough to get your room ready, or,if youare in a hui-ry,
this can be done after you have arrived.

Above all things I hope that after
your long trip you will find ail your old troubles have
been banished for ever and ever.

With kindest regards,

Yours very sincerely,
/cé/(’ I an

T ————————

Benjamin Strong, Esq.





