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MEMORANDA s
Credit S0F 4
Mr. Strong.
DEPARTMENT
1914
Sept. 17,

The attached is as much as I have been able to get on Tweedy.,
so far. I have tried to interview other members of the Exchange whom
I know, but have not been able to see them as they are out of town, com-
ing to their offices only once or twice a weeke. You will underastand
in my conversation with both Holden and Allen that in each case they
brought up the subject of the Federal Reserve Bank, and I was non-commital
to their questions as to whether that was the object of my inquiry.
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LAURANCE TWEEDY

Laurance Tweedy, the son of John Tweedy, and Laura J.
Wildman Tweedy, was born in Danbury, Conn., October 17, 1877.
Laurance fitted for Yale at Phillip’s Academy, Andover Mass.

After gradiiation, in the fall of 1899, he went to
New York =nd took a position with the firm of J H. Parker and
Company. He was only there a few months, when he was taken 1ill
with typhoid fever. When he recovered he went to New York again,
and in May 1900, joined the Consolidated Cotton Exchange, and
has been an active member there ever since, serving for two
years as one of the Governors.

In 1906 and 1907, he entered the firm of Sutro, Tweedy
and Company, with Victor Sutro '97, and Griswold Smith '96.

On October 22, 1901, he was married to Miss Alice
Burbank, daughter of General J. G. Burbank, U.S.A. They have
three children - Laurance, Jr., born December 5, 1902, James
Burbank, born September 13, 1905 (and died December 29 1905)
and Alice Bradford, born August 7, 1908. Laurance's business
address is 33 Wall Street-

His residence address 227 Raymond Avenue, South
Orange, N.J.
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LAURANCE TWEEDY, 33 Wall Street, New York Citw.
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September 16, 1914

Mechanics & Metals National Bank, EHr. Roe said this young man was of the
firm of Sutro, Tweedy & Co., which had offices in the building at No. 33 Wall
Street, where the Mechanios & Metals National Bank used to be. He said that
he was not acquainted with young Tweedy, but knew his father, who was a very
nice man. The family, he understood, came from Conmectiout and was very
respectable.

W. Jenks Merritt said that he knows Tweedy as being 2 member of the Con-
solidated Stock Exchange, but does not know anything in partieular about him.
Aoccording to the directory of the Consolidated Stock Exchange, Tweedy has been
a member of the Exchange since May 25, 1900, and is a member of the Arbitration
Committes. EWL.
September 17, 1914

New York Comsolidated Stock BExchange, Mr. Lynch, Secretary, said he knows
nothing regarding the personal affairs of Tweedy, but that the latter has been
a member of the Exchange since 1900, and for three years was one of its Board of
Governors. He has always met his obligations and conducted himself with due
propriety. He is an active trader on the floor, and, while his appearance is not
impressive, he seems to be well spoken of by every one, and Lynch knows nothing
against him.

J.Frank Howell said that Tweedy is a trader who used to be in the commis-
sion business, with victor Sutro as a partner. Said he is married and, he
thinks, lives in the Oranges; that he is "very honorable", and he has known him
for 10 or 15 years; bears an excellent reputation, and, while he would not im-
press one at the outset, as he is not flashy, "he is a man", and Howell said
that, while there is no reason for his recommending Tweedy, he is glad to be able
to speak in high terms of him, as he cannot do so about a great many men. He
said he does not know what Tweedy is worth or what his income may amount to, but
that he never seems to want for money, and all relations that Howell has had with
him, which were quite numerous in the past, have been very satisfactory.

Hathaway,Smith,Folds & Co., Mr.Holden spoke in very high terms of Tweedy
as to his qualifications for the position in question; said that he is a neigh-
bor of his in South Orange, where he has lived for 9 or 10 years, and, while he
does not know him intimately, he has had occasion to see more or less of Tweedy
and the latter impresses him as being a man who has something to him. He is
quite a student, and, in conversations which Holden has had with him, he has
demonstrated the fact that he has studied questions on finance and is well read
on the Federal Reserve Law. Holden said that Tweedy gave his name as reference
and he not only saw Mr. Woodward in regard to Tweedy, but wrote a letter to
Woodward setting forth Tweedy's qualifications. FHolden told me Tweedy is an
unassuming chap, strictly honest, and a fellow who, he believes, could meet
people and would know what he was talking about, He married the daughter of
General Burbank, has two children, and, besides owning his house in South Orange,
hag some little income, he believes, from money he got through a relation.

His family came from Danbury, Conn. EVL.

Mechanics & Metals Natl.Bank, Mr. Allen said he had not seen Tweedy for
several years, until about two or three weeks ago, when he came to say that he
was golng to apply for a position in the Pederal Reserve Bank. Allen said he
knew Tweedy in college and that he was a very hard-working and persevering
fellow, and he is glad to say a good word for him without knowing just what
success he may have met with in recent years. While he could not tell me
very much about Tweedy, he said the latter "handles himself well". EWLe
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lir .Lawrence Tweedy was in the employ of Spencer
Trask & Co. for a number of years, first in a clerical ca-
pacity in the New York office, and afterwards as a salesman
in our Albany office. His work at all times was satisfact-
ory and his leaving was due to an offer received from the
Guaranty Trust Co., which, in his opinion, presented greater
possibilities for advancement. In the opinion of the writer,
who is well acquainted with lr.Tweedy, he is bright and ener-
getic and possesses a very pleasing address and personality.
He is a Princeton graduate and comes of a good family and is
very gentlemanly in manners and bearing. His work showed am-
bition and his abilit& was entirely equal to the wgrk of the
various positions that he held. His advancement, however, had
not reached a point before he left us that would make an opin-

ion possible as to his executive ability.

(Signed) J. Graham Parsons.



September 14, 1914.

Mr.Llawrence Tweedy is, I understand, a young man
about 31 years of age, who for the past two years has been
in charge of the London office of llessrs. Bernhard, Scholle
& Coe. of New York, who are dealers in securities. Prior to
that time he was a clerk in the employ of the Guaranty Trust
Company where for about two or three years he had occupied a
position in the Bond Department, for the last year or there-
abouts having been manager of that Department. He is very
highly spoken of by the officers of the Guaranty Trust Com-
pany, who say he is a bright, intelligent young man, but of
rather limited experience in banking outside of the security
business. Prior to his employment by the Guaranty Trust Com-
pany he was in the employ of Spencer Trask & Company, Invest-
ment Bankers, of New York, having had charge of an office
which they established in Albany during the latter period
of his employment.
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38 Beaver Street
New York City,
Sept., 9, 1914, |
Dear Sir:-
Ths Hon, Ben T, Cable has told me of his talk with you re-
arding my desire to obtain a position with the Federal Reserve
Bank of New York, In compliance with your request I have the honor
to submit a summary of my bueiness =xperience and qualifications,

I am 38 years o0ld and was graduated at vale in 1839, obtaining
special honors in Finance. These honors were accorded me for work
under Prof,J,C,Schwab in investigating the fluctuatiqns in the
price of gold during the years 1881 to 1873,

Shortly after my graduation, I came to New York and worked
for the Cotton Exchange House of J,H.Parker & Co. In 1800, I joined
the Consolidated Stock Exchange and have been an active member there
ever since, serving as one of the Board of Governors in 1806-7,

For two years I was engaged in the commission business with Mr, Vie-
tor Sutro under the firm name of Sutro, Tweedy & Co,

Having & keen interest in financial affairs, I am desirous
of entering the Dbanking business, as it offers a broader and better

field the line of work 1
'he new Reserve Banks ar
ing House System which is mor
other country. They present
many to use their talents and
I am in a position to ta
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n which I am now engaged.

2 in part an extension of the Clear-
e highly developed here than in any
new problsms and offer opportunity to
be of service to the community,

ke up at once any duties that might
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October 30, 1914.

To the Honoresble C. S. Hamlin,
Washington, D. Ce.
Dear Sir:

On Friday, October 23rd, at & meeting of the
Honorable the Secretary of the Treasury, the -Heneowabdesthew
Comptroiler of the Currency, representing the United
States Govermment, Sir George Paish and Basil B. Black-
ett, Esq., representing the Chancellor of the Exchequer
of England; the members of the Federal Reserve Board;
and representatives of barnking institutions in this
country; the undersigned were appointed a Committee to
confer with a Sub-committee of the Federal Reserve Board
an&fﬁepresentatives of the Chancellor of the Exchequer

on the subjects discussed at the meeting. Your Commit~-

AffecutFieo Puaewt-
tee recognizes the (extracréinerymaturs) of the financial

gitvation both in England and in the United States, and

ig conscious of the responsibility assumed in attempting

to deal with this matter. It desires, on pqhalf of those
1R Fore

it represents, to express to our Engiish f£rieuds its

sineere admiration for the energy, courage and ability

with which the English Govermmemt and the Bank of England

haeve prevented, by extraordinary but adequate measures,

lrtved, lgaLel
the financial catastrophe et weuid otherwise/\have en-

veloped the business world.
o
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Your Committee also takes pleasure, on behalf
of the banking cammunity of the United States, to ac-
knowledge to the Honorable the President of the United
States, the Honorable the Secretary of the Treasury, the
Heonorebie~thre Comptroiler of the Currency, and to the
other officials of the United States Govermment not
omitting the Governor and Members of the Federal Reserve
Board, who have so recently taken office,its apprecia-
tion of their co-operation with the merchants and bankers

“thaR
of the country in devising ways and means to meet the

~difficulties of the present situation.

Your Committee submits its report herewith in
the form of a proposed letter to Sir George Paish, and
Basil B. Blackett, BEsq., representatives of the Chancelior
of the British Exchequeé. accredited to the Honorable
the Secretary of the Treasury of the United States.
Attached to this letter are various memoranda mentioned
therein, all of A ;"if submitted for your infomation,
and as the best judgment of the Committee on the subJecﬁs
discussed, as enumerated in the letter.

In the course of our(;iscus%ion) it has come to
be understood that & definite proposal, oréproposals,

. poned

would be submitted. Inasmuch as those who are to con=-

sider proposals in-Londen have not yet had opportunity




to examine the memoranda submitted, and particularly
in view of the fact that much of the information and
many of the opinions contained in the memora:zgla. sub=-
mitted are of a delicate and confidential -ehia!::iba.atep,
which it would be unwise at this time to make publie,
we beg to urge upon you the necessity of regarding the
privacy of this communication as being of the utmost

importance.

Respectfully yours,
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October 30, 1914.

Sir George Paish,
Basil B. Blackett, Esq.,

Representatives of the Chancellor of the British

Exchequer accredited to the Honorable the Secretary

of the Treasury of the United States.
Gentlemen:

At a conference in Washington, convened by the
Honorable Willieam G. McAdoo, Secretary of the Treasury of
the Unitsd States, which was attended by the members of
the Federal Reserve Board of the United States, and rep-
resentatives of banking interests of this country, the
undersigned were appointed a Committee, representing the
banking interests, to confer with you in order that, after
exchaégng views as to financial conditions in England and
the United States precipitated by the war in Europe, they
could submit to you memoranda outlinging the conditions
discussed, and possibly consider and submit to you, for
transmission to“Epgland. such proposals as, in our>Judgment,
would be to the mutual advantage of the business interests
of both countries.
Based upon the interchange of views at the recemnt

conference, and upon facts that have developed in recent
conferences in New York and elsewhere, and upon our general

knowledge of the local situation, combined with information

in our possession regarding the situation in England, we
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gubmit the following explanatory memoranda. Because of
the inherent economic differences between England's posi=-
tion and that of the United States, and the differencesbe-
tween Banking Systemsand Banking Methods in your coun-
try and ours, this memorandum is necessarily elaborate,
but it will, we trust, afford you a full comprehension of

the situetion.

FIRST: A statement of the position of the New York
317 anoMhoweffey
banks on August érw of the reasons why it

was deemed desirable for the banks to issue
Clearing House Certificates, and to apply for

Aldrich-Vreeland currency; including a state-

[ @ o Qug, 18

me it n of—the—peosition;~on-that—day, of the -banies
¥ b &

armd the Clearirg House Association. (Sigumes-

S

SECOND: A statement of gold shipments made prior to A 2u/hif

August 3 in payment of obligations, -smé an I

estimate of the probable additional indebted-
Corfroralitue
ness of American merchants, banks, and banrers

to Europe on or about September 1 h last ;
Qo Salbrumt I 1% Crunlny Sniort }WE:;M Q(&j
THIRD: A statement explaining the rqasons wmr the '%
Y
internatienad settlemert ofAbalances necessarily '?/4‘.
*

falis uponANew York City and not o#the country

|
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1 at large, and 4twe=rewesen why a weakening of
the New York City banks, through e deple-
tion of gold reserves, is serious, and is

reflected at once in lack of confidence and

curtailment of credit throughout the country.
Juspe
FOURTH: A statement the syn-

miCe
dicateAto guarantee t.he‘fa. ent of gold=of=
8. €4 To et
about $80,000,000/\0£' New York City <gise, due

in London (and Paris) up to Janvary 1, 1915.

FIFTH: A statement of the necessity for and the
creation of the so-called "Gold Fund", the dif-
ficulties under which it was canpleted, its
method of operation, sswt the expenses i =
neetieon-with—ites-operattdn, and the risk of
loss incurred by the participants; incidental-
ly, a memorandum with regard to the price paid
by't\he_‘Ba.nk of England for American eagles de-
livered at Ottawa, ani certain questions on
which the "Gold Fund Committee" desires informa=-
tion, having to dc with the price ailowed by
the Bank of England for gold delivered in Ottawa.

SIXTH: A statememnt of the object and the terms

and conditions of the so=-called "Cotton Loan

Pool" of $135,000,000, and of the method by

which the cotton crop and its movement to

market is financed, lwa Cefau S ¢ _%./‘.}';u;.
Pigitized for FRASER
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SEVENTH: A statement in respect of the Federal
Reserve Bank of New York now in course of
organization, and its bearing on the matter
under discussion.

BEIGHTH: A statement in respect of a possible
eredit of £20,000,000, a#@ the Committee's

opinicon in regard thgreto] amd aﬂaquE9FEE AZ@ﬂ'
sluck, mught 08 edepifed o-a il dali

These statements are submitted for consideration

and discussion and are put forward for the information of

the conference as an expression of the belief and opinion

of the Committee.

At the general conference between the Honerable
the Secretary of the Treasury, and the Federal Reserve
Board, and the full Committee representing the bankers of
the United States, at which this Committee was appointed,
with the information then at hand, it was expected that this
Committee, aftér\conference with you, and a careful canvass
of the financial situations in England and in the United
States, would have some specific proposals to submit for
the consideration of the English Govermment, or of the
financial interests in England.

With the New York City Gold Syndicate andithe
Gold Pool Committee funds aggregating $180,000,000 (only

a small amount of which has as yet been availied of), and




A -5

with the completion of the Cotton Poél Loan Syndicate,
2ll in this country, and with the expected early conciu-
sion of arrangements to reopen the New York Cottion Exchange
with full protection to its members as to existing con-
tracts, and with the arrangements made by the English Gov-
ermment to discount pre-moratorium acceptances of English
Banks and Accepting Houses, and to postpone pre-moratorium
liabilities to post-moratorium business, and the resultant
facilities offered for new acceptance business in London,
this Committee is of the opinion that the only additional
step necessary at the present time to adjust the inter-
national commercial situation and enable bankers, corpora=-
tions, and business firms of the United States to meet
obligations as they mature at normal rates of exchange, is
an understanding that the free purchase of American cof.ton
by English spinners and merchants shail be encouraged by the
bankers and goverment authorities of England, and that
arrangements shotild be promptly made to open the usual
chanmnels for advances against cotton or for the discount
of cotton acceptance bilis. |
The Cotton Loan Pool is estimated to provide
funds to enable the banks and merchants of the South to
carry over four million bales of cotton until February 1,
1916. The best expert opinions estimate the excess OVei'

the consumption at not over five million bales. This
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— Committee is of the opinion that the present low price,

being considerably under the cost of production, will

tend to induce cotton merchante and spinners of America

end Burope to buy somewhat in excess of their needs, and
that this inducement will result in the absorptiom of
considerably more cotton than the amount generally estimated.

Sparats GlalCrunt ;
No referenee has been made in-this-detder, -6r—if—

w kegand B
Jmﬁmnx&ndagmuummuuuag@rftu\to the international security

markets, or to the opening of the New York or London Stock
Exchanges

The measures above enumerated we believe are
adequate and will eventually correct the internstional
commercial situation, but would be entirely imadquate
should any considerable volume of securities be thrown
upon this market on the opening of the New York Stock
Exchange. Until, therefore, the commercial situation
has been adJuéted. and the exchanges have turned in our
favor, any discussion bearing on the opening of the
New York Stock Exchange to a free and unrestricted market
for American securitiss owned abroad would be premature.

Respectfully yours,

gitized for FRASER
p://fraser.stlouisfed.org/

deral Reserve Bank of St. Louis s




Digitized

r FRASER

http://fraser.stlouisfed.org/

Federal

serve Bank of St. Louis

FIRST

THE POSITION OF THE NEW YORK BANKS

At conferences of New York bankers held immediately prior
t0 the declaration of war by Englamd, opinions were unanimous that
the banking position in this country would shortly develop &long
lines similar to those experienced in the fall of 1907. TUp to the
time of these conferences gold to the amount of gbout $130,000,000.
had been exported from the country and it was feared that, in addition
to the contraction of credit resulting from this large loss of gold
reserves, a fuvthed;:\ ’largawo:atracti on wouldl be imposed upon the New
York bamks by reason of the withdrawal of funds by bamks throughout
the country vho might be inspired W‘ fear to strengthen their position
by increasing their reserves. In 1907, after the crisis of the
panic had passed, (on December 2nd) the reports of the National Baxis

at Tal " frme.
to the Comptroller of the Currency indi cated thet even Hhen the
country banks, as disbtinguished from the Reserve City and Cemtral
Reserve City banks, he 1d excess cash reserves of ;115,000,000.; and
it must be bormne in mlnd. that this leaves out of consideration #_’q

doubtlino made ba

~sinddar accumulation of reserves W about 18,000 State banks, as o
which figures have not been compiled. In order fto meet the strain
imposed by this yrobeble development, the New York Clearing House
Associatbion decided t0 issue Clearing House loan certificates for
the settlement of clearing balances between members, and the See-

retary of the Treasury announced his intention of issuing Aldrich-

Vreeland notes, as authorized by existing law. These measures
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afforded protection to the banks of the City of Tew York, both

. ) Euasled fhom To |
National and State, and e voGainamse sbout $240,000,000.
gold reserves waich they held at that time.

OF ththpopld Teserves hetiiumeiiommdonmivanes , ;60,000,000.

was shortly pledged for the payment of the debt of the City of INew York,
end, of that amount, agbout $60,000,000 is still to be furnished, less
Such ae ,
Vs 1" cmmmt,\is faurnished in exchamge. 0f gbout $20,000,000 already
paid, 15,000,000 has been by shipment of zold and 5,000,000 by pur-
chase of exchange. ,

Of the $100,000,000 ~Swmmrdamesl to the gold pool, 45,000,000

was pledged by the banks of New York, Of which 11,250,000 has now

" been called. $26,250,000 has therefore been taken to date, leaving

24000
asazly 560 still to be furnished out of the presenms New York

Citv bani reservess At the present time the Clearing House banks
jS g

Smatd

show a -S-l-!:f“lt excessﬁreserve. £ \en these Pbligations were entered
v (Sioecicoe To Aeooe.c80 dmdin

into, the New York banks werehb-ei-ew their legel reservea.

Then the Federal Reserve Bank of llew York is organized, it

‘ Ghoaet ik dnaars

is estimated that a total 0&@128,000,000 will be M
New Yoriz City National benks Uo make capital and reserve Iaymentsﬁ‘mvm
for their own accounts s those of their out-of-town correspondents.
Simultaneously, the reserve requirements will be reduced fran 25,«5 to
185, end it is estimated thab, after making these DMENES S % -
$128,000,000, the reduction of reserve requiranents will leave &8 excess
reservedin the of the National benks of New York City aggregating

aboub ;‘0,000,000. If this calculation is correct, we must consider

the result of the completion of the three opsrations referred t0,




. The Position of the N. Y. Banks

4 e

nemely, the withdrawel of the emtire amount of gold which mgy be called
for an account of City of New York end the Gold Fund, anl the paymeubs
and reserve reductions resnlting fram the organization of the Federal
Reserve Bank. The total peyments to be made, aggregating ebout
$93,750,000, will be partially offset by the Mo,ooo,ooo gained in
resefves, dve to reduction of reserve requirements, leaving the New

y 3% 000000 T6
York institutionskm $40,000,000 below the required legal reserve.
The amount of deficiency in reserve mey, by the temms of the Fed‘eral

(e blews d aud dvaut 8§
Beserve Act, be further offset = member DINKS akadske—ad 1 C %

privilege of rediscounting commercial paper, at the time of Seer—
opening of the Federal Reserve Banlk, W—iheeectmmisgSuiaiayer

‘; g- .‘ - .
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COID SHIPMENTS PRIOR 70 4UGUST 3ED

An exact statement of the shipmerts of gold during the first
seven months of 1914, end of its destination, would require comsiderable
investigation, which time does not permib. In general, it may be said
that in that period the banks of the City of New York exported, in
round figures, $130,000,000 of gold, largely in eagles, the primcipal
amount having been taken by the Bank of France, and , indirectly, by the
Reischbank. The inducements of fered by these institutions to attract

gold in settlement of international belances were understood in this

" counbtry to have geprived the Bank of Englend of the opportunity

afforded at that time to strengthen its gold holdings, amd undoubtedly
was occasioned by the willimgness of the English larket to contimue

t0 extend accommodation to its customers in the United States in the
accustomed volume. It is possible that the occurrences of The past
few months in inbernati onsl -exchmge mey be explained by the fact

that Frence and Gezlma:ly did not renew current American indebtedness

as freely as the English Market did. Imvestigation conducted by &
special committee appointed at the reqwst of the Federal Reserve
Board in the labtter part of September disclosed the fact that, as of
September 12th, the total ascertainable current international debt
meturing between that date and Jamuary 1, 1915, emounted to gboub
$450,000,000. The items investigated included bamk balanees, matwr-

ing securities, interest amd divideni obligations, commercial cradits,

finance bills, and indebtedness for securities sold. As to some of

o B eie B




Gold Shipments Prior to Auwwust Srd:

these accounts, estimates were necessary, amd it is recognized thab
information of this cheracter is inaccurate and liable to be mislead-

ing. The offset @ccounts were shown to be about $150,000,000, leav-
ing the net indebtedness as of that date mafuring before Jamuary l1st,
in round figures, $300,000,000. due t IZnglend, France, Germany,

Canada, and, to some extent, other BEuropean countrie s. The anounts

meturing were ebout equally proportioned over the feall period of the

twndino foed

year, 4}1: should he ~edmammn-sene ol 2 considerable portionf

of the American indebtedness to the London Market, matur ing in the

period between October lst and Jeanuvary Ist, was created in anticipe-

0

cr
=
B

of the purchase of cotton bills, which have slways been con-

'si dered cash in the London Market. ‘
Wo further data has been obtained in commection with the
present amount of the current international indebtedness, but opinions
asked of banlers conversant with this matter would probebly justify
the belief that over ome-half of the net indebtedness has been paid
at the present time.
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THE SETTLEMENT OF INPEENATIONAL BALANCES IN
GOID FALLS ENTIRBLY UPON THE BANKS
OF NEW YORK CIIY.

The intermatiomnal exchamnges reflected fears of the effect
of the outbreak of W war, by the latter part of July, and even be-
fore Lugust 3rd there developed in America en insistent demend for
exchange to meet -axm obligations G0 LuUrope. ettt
S . ‘The declaration of war, and the bemsemssms suspension of
shipping facilities, ceused such an inferruption of the JAmerican

) export trade as to dangerously reduce the supply of exchange. The
following statement is made abt some length in order that the position

" talken by the New Yorkc banks with respect to gold exports mgy be lﬂ"f/&/

| understood.

| About 80% of the foreign commerce of the Atlamtic Seaboard

j passes through the Port of New Yorlk. It is the la.rgest manufacburng%“"“g
center in the United States, ad is 'the marlet where the quotation
for foreign exchange is made, and where foreign bills are assembled
for remittance to EBumope for collection or di scount. There is no

| city in the United States vhich can meke 2 quotation for exchage,
without a gquotation fram New York. The burden imposed upon the -~
reserves of the benks of New York, vhepy the gold movement is adverse
in both the foreign and domestic exchanges, has at times under our old/
peasewt banking system, proved Go be too heavy for the benks to

carry withoub employing emergency relief measures. In 1907 the

|

|

| only such measure aveilable was to issue clearing house loan certificates

Lewtutn

! for settling balaces between members, which afforded no relief te the
tlG07

} rest of the commbtry. The new York bemks suspended free shipment of
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the Federal Reserve Board, a comittee of banlers formilated a plan
for assembling $100,000,000 ﬁ‘;gold for export, in order to make ex-
change and to A distribute the burden smong institutions all over the
United States 1nstead of osing it upon a few of the banks of New
y— W cheufm l? zon oo OThe @oneunts

York City. This $100,000,0 O wasx in addition to the 80,000,000,
pledged by the banks of ‘the City of New York for the payment of New
York City obligations matwring in Europe during the balance of this
year. The necessity for pursuing this course » instead of allowing
a free movement of gold, arisges:

FIRST: From the fact that the gold reserves of the United
States are scattered smong about twenty-five thousand
national amd state banking insti tubions;

SECOND : From the fact that those banks in New Yoriz vhich
might ship gold wuld be unable to recoup their
gold reserves by calling loans: and.,

THIID: From the fact thet it is impossible for a bank which

parts with its gold far export to recoup itself

through the exchamges from other banks, and because

fio Wete Qo ¢f Tome fuia
the proceeds of sales of exchamge are payable in New

Shuen, Qupuar-18 Ceon.

York funds through the Clearinz House and w,\settled
either in clearing house loan certificates or Aldwi ch-

Vreelsnd notes.




I ITHE NEW YORK CITY DEBT.

The City of New York has for many years been amthorized, by
the terms of its charter, to borrow money in anticipation of the pay-
ment of taxes. With the growth of the city, ani the enormous in-
crease in the tax levy, the smounts of these borrowings have increased
to such = extent that at times the city iQ indebted to the mariet on

, lpaaoant
short loans to the extemt of §100,000,000. whichhy— ordinarily

liquidated at the time taxes are paid in the fall, and, in recent

years, in both the spring and fall, as the tax levy is now divided

into semi-annual psyments. The movement of the cotton crop in the

fall of the year ordinarily furnishes such a large volume of exchange afffl Skassmw

that borrowers have been able to count with reasonable certainty

upon lower rates in the fall tha in the spring, and adventage eé=
of-fRad fact-

wami~tmet hos been tak}anﬁnot only by the City of NWew York bub by

other municipalities which meke similar loans to borrow large sums

of money in the London market. On Lugmst 3rd e City of New York

had so borrowed 2 Toiial of $82,000,000., a small portion’\in Paris,

but the greater part in London. The breakdown of international

exchange imposed upon the City of New York the mecessity of meetizg

this large obligation by the export of gold. The cify carries its

accounts in a large nunber of institutions, both national and state,

located in the City of Wew Yoric, and, under ordinary circumstances,

would have had no difficulty in obtaining gold in large smounbs from

those institubtions. The conditions existing early in august, howevei-,

Oty bonswne

mede it impossible for thekd-érbmns %0 fuwnish the amount of gold
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.The New Yoric City Debt:

required, =nd, had the city been obliged to pwrchase exchenge at the
rates recently prevailing, the loss would have been enormous. I
was therefore determined by the bankers who undiertook the solution
of this problem to ask all the banks in the City to contribute to

a fund of gold amounting to about $80,000,000, in proportion to the
amount of their respective gold holdings. The contracts emtered
into between the City, the contributing beamnks , and the lManagers of
the transaction (J. P. Morgan & Company, snd Kuhn, Loeb & Compsny)
provided for the sale of $100,000,000 of obligations of the City
maturing in one, two, and three years. The banks which underwro te
the issues undertook W fm-ni:%Am{red to do so, eighty per
"cent. of the amounts of their subscriptions to the syndicate in
gold, having the option, however, of fumishing sterling exchamnge
in place of gold at the rate of $4.90 2 pound. The practically
unenimous respomse of the banks of the city to the call made upon
them, as well as the universal gpproval of the transactio:;, indicates
that the bankers We\re correct in their beliefpt‘;at a8 Adefa:;;.t in the '
payment of this indebiedness of The city €ould not be contemplated,
and that the conseguences would be so serious as 4o Justify the
pledge of gold involved. hile it is now elearly recognized that -
the city could have extended & large part of this indebtedmess in
London by the offer of an issue of new notes paysble in London in

sterling, the city authoritiez;/ neverthelessl felt, no doth®t in-

fluenced by the pressure of public opinion, that it was to the city's

advantage t0 extinguish the debt at once, and avoid the possibility

of loss at a later matwrity, rather theam to advance its position amd

P




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




Digitized for FRASER
http://fr&er.stlouisfed.org/

. ZIFTH:

THE $100,000,000 GOLD FUND.

Stetemsnt "third" largely explains the necessity for providing a fund
of gold by the method adopted, and it is the belief of the Coumittee that
the success of the plan affords evidence of the willingness and intention
of the banks of the United States to furnish the means to their customers
for paying foreign indebtedness which the banks of New York alone, with-
out endangering the situation, wsrejg%la te provide.

Voluntary contributions were obtained from national and state banks
in all central reserve and reserve cities (52 in number), those cities,
under the law, being required to hold 257 and 1247 cash reserves, respect-
ively, as against 6% in other cities. Contributions of gold to the fund

‘were received from 1,494 differsnt banks, lccated in 211 parts cof the
United Statés. An amount in excess of $100,000,000 was promptly pledged ‘
through the co-operation of the Secretary of the Treasury and the Federal
Reserve Board. Pending the payment of the first call of $25,000,000, nine

Tew York institutions advanced $10,000,000 in geld for shipment to Ottawa.

[romnfall,
This enabled the Committee toﬂmeet the urgent demand for exchange, which

was selling at about $5.023.

The Committee desires to call attention to the fact that the gold
fund was not created for the purpose of making a profit, but rather to
Ml One Singiues, aud Harksy
exert an influence in bringing about a decline in the rate of exchange.
The policy of the Conmittee has not been to sell exchange freely. This
would certainly have resulted in the accumulation of exchange by debiors

who desired to insure the protection of future maturing obligations, and,

unfortunately, might also have resulted in releasing exchange to the




| ————
//
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" The $100,000,000 Gold Fund (2)

contributors to the fund provided to meet the obligations of the City of
New York. It was rather the %EZfﬁfihn of the Cormittee to use the fund

to prevent an undue‘advance in exchange rates, but, nevertheless, to per-
mit rates to folloY?normal fluctuations and thereby induce American obli-
gors to arrange for remewals in the expectation that the creation of ex-
change 2y feéfa;ation of export trade would avoid the nscessity of export-
ing any considerable portion of the gold fund. This Committee, of which
two members are alsoc members of the Gol&fgzimittee, is convinced that the
policy adopted was a wise one, and that the purposes of the gold fund have
already been largely accomplished. After allowing for certain large pay-
ments made for account of the United States Government, for which the
Government reimbursed the Gold Fund Committee in gold, the total amount

of the fund has been reducedAnot over one million pounds, and is substan-

tially intact.

PROFITS AND LOSSES OF THE GOLD POOL.

liisunderstanding is liable to arise with regard to the ultimate profit
and loss account of the Gold Eund Committes, and we ars informed that the
. baftn. mppvud s e
attitude of the Bank of\EnglandAi. possibly due to the belief that large
profits will accrue to the Gold Fund contributors.” Consideration of the

following will, we trust, make clear the Gold Fund Committee's position:

ABRASION.
The legal limit of tolerance on American gold coin is one-
half of one per cent. Eagles furnished by the Sub-Treasury at New

York will rarely show an abrasion exceeding one-quarter of one per




The $100,000,000 Gold Fund. (3)

o
rf? cent. Eagles shipped from yestern points, however, where gold coins cir-

culate much more fresly, show a larger percentage of abrasion. The Com-

mittee must figure on a loss of from one-quarter to three-eighths per

cent. for abrasion.

INTERESTomd Cobumene -

The gold furnished for the purpose of this fund is taken out of bank

reserves, and held in safe deposit in New York, and is not held as a part
of the reserves of the New York banks. The contributors are called upon
to make payments in installments of 25%. The first payment of 25¢, in
anticipation of which $10,000,000 was advanced by certain New York banks,
wae made as soon as the fund was completed, and the expense of transfer-
‘ring this fund from all parts of the country was paid out of the fund. 1In
order to arrive at the cost of exchange, it is also necessary to make
allowance for the interest during transmission, and_during the period when
fhe gold is held in storage in New York, for all the expenses of shipment
to Ottawa, as well as for abrasion; the gold being received by the Com-
mittee at its face value, and scld to the Bank of England at its bullion
value. It is imposéiy}e to estimate the interest cost invelved in ship-
ments which have not yet been made, but a calculation has been made as

to the first shipment, with allowance of interest to November 30th, and

it is found that London exchange on the basis of this calculation costs

the contributors about 4.92-3/4. The averags price realized for exchange

J  sold to date will slightly exceed 4.95, and, after making allowance for 2%

interest allowed by the London banks, it is probable that if the account

was closed at the pressnt
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The $100,000,000 Gold Fand.

time by selling exchange against balances now in London, the result would
be a less to all the contributgrs to the fund. This is occasioned by the
decline in exchange after th ﬁffgnsfer to Ottawa was made, and before the
entire balance was exhausted. |
At the time the fund was created, the Committees desired the co-opera-
tion of the Bank of England dn two points only, pending a discussion of
other matters of importance which could not be then taken up by cable.
First: A better undefstanding of the basis on which the
Bank was purchasing gold shipped to Ottawa;
Second: An arrangement for advances, without interest, upon
advice and guaranty of shipment from New York to
Ottawa.

AS TO THE PRICE PAID FOR AMERICAN GOLD:

The value of the grains of gold in the English sovereign in American

currency is ........ el ol - PRI ISINL -, | I W T $4.86656
One ounce of American gold coin contains fine gold of the

value of ...... s o s A el s S ¢ b SRR @k el 13 $18.6046
$18.6046, at the rate vf $4.86656, ©qUALS. ... ...ccoove.nes 76sh. 5%d.

which is the value, expressed in sterling, of one ounce of American gold
coin.
This is the exact price which the Bank of England was paying for

American Eagles just prior to the outbreak of the war.

Reductions were made to & net price of ............... T6sh. 33d.
3d. being further deducted for Americen Eagles shipped to

OBEBEWE 2o oo oo s s o1 soet Erm el Shalis 5, Juats 6 s 4% ams 3 (s 018 v laie feadl g B o8 3d
meking the net price for Eagles delivered in Ottawa........ 76sh. 3d

2d for FRASER
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. The $100,000,000 Gold Fund. ¥ (5)

e . Cottn
Joducicon a»onﬂigzbﬂ-ulﬁll
It has been stated to us that the diffsrenee of 5d.sas mad?hr-li the

following items:
(a) An allowance for the cost of melting and minting;

(b) An allowance for the cost of transferring Eagles from Ottawa
to London.

As to the first item, inquiry arises as to whether the price which
the Bank of England is required by law to pay for bars (77sh. 9d.) does
not make allowance for the cost of coining éars into sovereigns, and that,
therefore, a shipper of Eagles should not be required to make this addi-
tional allowance, which is already covered in figuring the equivalent of
the bullion value of the gold contained in American Eagles.

As to the second item, the question arises as to whether the Bank of
England should not, if the exchanges turn before the gold is shipped to
London, then allow in the price at which it resells the gold to New York,
a rebate of the charge which it has collected for the conversion of Eagles
intc sovereigns. The same question will arise as to 3d. deducted from
the price allowed for standard bars.

The Gold Pool Qommittee feels that the deduction of 5d. on Eagles and
3d. on bars is not jus%ified under the circumstances, but a clearer undsr-
standing of the reasons for thess deductions may change.the Committee's
views. |

As to an arrangement for advances without interest, the request which
was mede for this accommodation at the time of the first shipment grew out

of an emergency. Exchange was selling above five dollars a pound and the




#” ' The $100,000,000 Gold Fund. (6)

Conmittee desired to be in a position to draw exchange at once before the
fud Codris G fromed «

gold shipped could be received and weighed at Ottawa, The necessity for

accommodation on that account is now passed.
With exchange approaching the point where gold exports become un-

profitable and without a better understanding with the Bank of England
oF O fréme
as to the rate which they will make on Eagles exported thOttawi’ the

Gold Fund Cormittes will find it impossible to meke any considerable

. f-ene Tone @ porfien 8-
| shipment of gol%kwithout risk of loss onAsuch shipments.

Il The Committse desires to be in a position where it may-furnish oxX~-

j\ change so long as it may profitably cover with gold, but nct to run the
a jqped deelime mThe

‘, © risk of fluetuetien—in-dle oxchange market.

|

wl
|
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THE COTTON LOAN POOL.

It has been generally estimated, and this Committee
believeSwith reasonable accuracy, that this year's American
cotton crop will somewhat excesd 15,000,000 bales, and that
the world'gzggggumption of cotton will ieave an uﬁused balance
of the American product of ahout 5,000,000 bales. At the
conference in Washington, it was sﬁgge;ted that the maximum
credit to finance the co%ton crop would be required at the
time when the maximum of the crop had been picked, and the
minimum marketed, that is to say, about December 1lst, at which
t ime _1; was suggested that a credit of $300,000,000 might be
PEG D o

Jeeded. This does not take into account tﬁo f;otors in the

situation.

Firsts The method o f financing the growing
and gathering of the crop.

Second: The difference in price between this
year and last year.

As to the method of financing the crop, it may be generally
stated that the initial advances are made before the crop is
planted. Thi;p are largely made to the farmers By merchants
fzﬁasupply houses, and are increased as the work on the ¢rop
advances, the merchants taking a lien on the growing crop and
borrowiné money from their banks. By the time the cotton
is gathered, the last advance is made. The marketing of the
crop through the ginning and compress companies and the cotten
factors is a process of iiquidation, and the problem con=

ot Phan' Racen 4
fronting the South-toéexhis not that of arranging new credits

with which to finance the cotton crop as a whole, but rather
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The Cotton Loan Pool
-2

of providing a temporary credit to be employed in facilitating
the liquidation of that portion of the crop which can be mar-
keted7by enabling banks to extend or renew the loans that have
already been made”\' finéﬁ?ﬁa;g; surplus whiqh.may not L;wngl
keted. This may be described as a process of clearing or

*, o Pretiro L
shiftingh oans rather than as the- creati ofam new credits.
As to the second point, nqmely, the price, it is of course
evident that with cottgéf:i sii cents, th&se banks which loan
on cotton %bcarry two bales this year against one bale,at
twelve cents, last year. ‘

In order to facilitdte the process of liquidation,
which contemplates that 10,000,000 bales will be sold and
5,000,000 bales will be ca;rie&, a credit is inte course of
being arranged, amounting to $135,0009000, to be handled by
the following plan; 3100,000,006 ofﬁthe’advance is to be
secured by a first lien upan cotton pledged at not exceeding

six cents a pound, middling grade. $35,000,000 is to be

secured by a second lien on the pledged cotton, théﬁ%;tter porurn

of the loan to be provided by the banks of the cotton growing
states, to whom, or through whom, the loans will be made. A
fund a&ounting to three per cent; of the amount of the loans
made is to be set aside to cover the expenses of managing the
transaction, and to pay any losses incurred. The fund is to
be administéred under the directionof aCommittee consisting of
members of the Federal Reserve Board, the business, howevar,
to be conducted by an operating committee, and, under its

management,Aloeal committees, the machinery for the appointment

Federal Reserve Bank of St. Louis
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The Cotton Loan Pool
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1 of which has already been-aaggggééu This Gommittee believes
that the cotton loan fund will be inadequate to restore normal
conditions in éhs market for raw cotton, or in the cotton
manufacturing industry, unless it is suﬁplemented by energetic
measures to bring about better facilities, both in the United
States and abroad, for marketing, financihg, and manufacturing
cotton. Last y;ar, sales of catton to EuQOpe furnished
this country 7&?&#2;3:;82?222? of exchange. Anything which
retards the freeA sale of cotton, or the restoration of stable
P rices for raw cotton, will also retard the restoration of
normal conditions in tﬁe international exchanges, and work

injury both in England and in the United States. In the
opinion of this Commit tee, it seems desirable that the fole

lowing measures be adqpte&:

Ziggg} That the fund of $135,000,000 be completed
and its administﬁation“und;rtaken at once.

ggggggi_Tham the New York and Liverpool cotton

~ exchanges should be opened. Plans for

opening the New York Cotton Exchange have
reached a point where it may be reasonably
expected that the exchange can open at an
early date provided necessary co-operation is
afforded by the Liverpool Cotton Exchange and
By the English banks. A fund has been
pledged which will enable brokars.who-ape i
members of the New York Cotton Exchange, -amdé
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who are committed for the purchase of cotton, at
high prices, to margin their contracts down £o
7-1/2 cemts. With this relief, comfidence is
expressed that they may uaézgzﬁg;;ve open the
exchange with a reasonable expectation of beig
able to meet the market conditions which will
arise. Co=-operation by the Liverpool Cotta
Exchange on similar lines is=necessary before

it will be feasible to open the New York Cotton
Exchange.

THIRD: It is also essential that no question as to
contraband be permitted to arise in regard to
export cotton. The Committee notes with great
satisfaction that the British Government has
already recognized this situation.

ZQQREE; Any restraint which may have been imposed
upon English merchants or spinners in the pure-
chasé of cotton should he removed. Reference has

been made to some agreement or understanding which

we hati,been advised exists in Englamd in this-
respect. It is not understood that the British
Government has brought about any such under-
standing, noty in fact, is it understood that
English ﬁurchéeers of éotton have any definite
agreement among themselves in this regard.

Advices have reéched this country, however, to
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The Cotton Loan Pool

the effect that some of the English banks
have exerted a strong influence in restrain-
ing the free purchase of cotton by English
cotton merchants and spinners, and it is

may (€ enduecd 16
hoped that the English banks widd encourage
the purchase of cotton within reasonable

limits.
FIFTH: That the usual means of financing pur=-

chases of cotton by English merchants and

spinners shopld be riﬁpened through advances

Vi
against cotton billaa'qﬂthe discount market.
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SEVENTH? :

FEDERAL RESERVE BANK

)

o e
The first 1nsta.llment,\to be paid for the capital

stock of the Federal Reserve Bank “se=peew-called—{to=he-peaid
a/rmm-neca
on November 2nd. The plan now—ocontempiated provides for the
transfer of e reserve depositis ‘IE these banks, commencing
with November lé6th. If the operation is successfully cone
cluded, the Federal Reserve Bank of New York, within a period
of- six months (and possibly at the end of three momths) will have
received payment for over $10,000,000 capital stock in gold,
~ et -
and will have received on deposit abeut $100,000,000 of th&
-reserves of the National Banks of New York State', W"f}f“““‘”{i
urch, MeTs »
The Federal Reserve Act provides that not exceeding

50% of the initial reserve deposits may be made out of the
whckh e Pango Mo @t Ha Zrendsn Bauts T
proceeds of commercial paperA rediscountedsisy.the-nenber-Danks o .

It is therefore impossible, at this time, to forecast the con=

dition of the Federal Reserve Bank of New York resulting from
the initial transa ctions, as the amounts of discounts aveiled

76
Lf-y the member banks will depend,--

(“w’" Beltud” § wheed. Ty (1) Upon the rate of discount established by
My, dupproit. STig - That A the bank;: o

Wt ok 4 oy 5
/’fZ" £, ’ﬁ»iﬁ’!’”" 0 (22 Upon the rate of interest pzewided in the
WPl Ao £foFeorag. City of New York;; and

(3) Somewhat upon the extent to which the New York
City Banks are required to make payments for
acconnt of their correspondents located in
Federal Reserve Districts.

The Federal Reserve Banks of the United States are in
the course of establishment. Calls?‘for payment on the capital
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stock have already been made. The ability of this bank
to furnish gold is a matter for future consideration, awd

Qhsurd Nt WiAhig fimd b8 mmake Hi baones f—any.,
hovdncten. or-forefrroec.
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a0 SEVENTH ;

! SUPPLEMENTAL MEMORANDULL

AS TO THE FEDERAL RESERVE BANK OF NEW YORK CITY

It must be "borne in mind that there is no certainty as to the
amoun’c' of gold vhich will be paid into the Federal Reserve Bamk at the
comnencement of its 0pera1ti ola The capital pgyments vhich must be mt
within 2 period of from%s o six months, in gold, total aboutb

| #10,000,000. The payment of reserves, aggregating $100,000,000, may
; be made in United States notes and silver certificates. Vhile it is
| Ha Pk 1
| hoped that the banks of s di strict will make a congidersble partion f“,,—
| of their reserve payments in gold, it is, nevertheless, quite possible
" that a large proportion will be made in legal tender notes, and the
ability of the Federal Reserve Bank fto accummlate gold fram other
sources than the Unit'ed States Treasury willﬁdepend. upon:
\ (4) The degree of mnfidence vhich the bank enjoys from its
menber banks , vhich now hold the prinecipal gold reserves.
(B) A change in the present currency laws, readjusting the

various forms of 201d certificates au_d legal tender notes,

80 as'g%hﬁaw smell denominations ¢ gold cer-

Gificates from circulation.

o Gtransaction involving the present pledge of the credit
of the Federsl Reserve Basnk to furnish gold would be justified until
the bank has been in operation a sufficient length of time to demonstrate

its ability t0 accumulate sufficient gold reserve to justify such a

transsction.
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CREDIT OF &20,000,000 STERLING. -

abru?
Your Committee has been informed that -more—than a

month ago, when the visit of Sir George Paish and Basil B.

{ or
Blackett, Esq., wad proposed, the# one of the subjects to be

considered at the cbnferences would be a possible credit

which would, in effect, afford means for extension of the
obligations due in England by bankers and merchants in the
United States. If it had been possible to arrange such a
credit by exchange of cables at that time, your Committee would
hate approved of the transaction. It would have supplied
exchange at a moment when the demand was urgent; and it would
have insured us against any serious drain on gold reserves for
the time being, and given this country a period for readjustment
during which local conditions cecould have been-qaaﬁgéo meet

the extraordinary situation.

Since the date when the suggestion of a credit was
made, exchange in large quantities has been supplied to the
market, and conffdgpce has beéﬁaﬁggtored tﬁﬁz;gh the kmowledge
that the New York City Syndicatg and the Gold Pool Committees'
operations have been demonsiraisd-—te—be effective. From in-
formetion which your Committee has gathered, it is strongly
of the opinion that a continually in&reasing supply of exchange
is in prospect. The export of food products and raw and manu-
factured materials that Europe needs in the present erisis
(not to mention munitions of war), must continue; mills and

manufacturing companies are working overtime on orders for

goods which, in many cases, will not be ready for shipment
A
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for some months, and which will make a corresponding supply
of exchange. The opening of the New York and Liverpool
Cotton Exchangfmes, coincident with the completion of the
Cotton Loan Pool, if accompanied by assurances to the mer-
chants and spinners of Englend of the willingmess of the
English banking cormunity to finance reasonable purchases
of cotton from the United States will also add to the supply
of exchange.

For this, and other reasons that it is not necessary
to elaborate here, your Committee is convineed that the

ued Cofsyment-
adoptionhgf any extraordinary or unusual measures at this

time are unnecessary, as such action might, in faet, be
interpreted as an expression of the belief of this Committee
that the present situation regunires such measures, and

ane
because & unusual measureSd# likely to bring about un-

ed,
expected and possibly undesirebie results.
It will be noted that the foregoing relates entirely

to the commerecjal situation. No account has been t aken of

the possible opening of the New York Stock Exchange, and the

additional demands that might arise if any considerable

amount of English owned American securities were resold 48 uﬂ

this country. Your Committee is firmly of the opinion that

it is premature to discuss the opening of the New York Stock

Exchange until the adjustment of the commercial situation
Lrwtite, @l

has been demonstrated. In the meantime'\with a view to

this step, it is recommended that a Committee from the

New York Stock Exchange be appointed, which Committee should
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visit London for conference with a like Committee from the

London Stock Exchaenge, and for a careful study of the sit-

nation there. A tentative arrsngement for a large Ster-
* ling eredit, predicated on the understanding that its re-

payment will not be made in gold, but in cormodities and

manufactured goods, would vembedwdy meke it possible to

consider the opening of the Stock Exchange sooner than it

6Tin, CrdiFiona :
would otherwise be safe to doA As this step is recognized

to be & desirable one from the point of view of both

countries, & present discussion of the form of such a credit

and a tentative agreement gs to its terms, at this time,

o - "
| would be beneficial. 4ﬁw#honuu.«,~;z1 i Limants K <

| O\ el ”WJ
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N Conditioned upon the undzjstanding suggested in rage=S=gdc—

memorandum Eighth, and with the view ¥© assistance in meeting

conditions which may arise ﬁﬁrouvh excessive sales gijAmeriean

securities held 1n 70 Wﬁ{’ foo GEEM dw&L&M)
¥ T gﬁit

revolving sterling credit of

£20,000,000 shall be granted under the authority of the
English Government, or the Bank of England, on the follow-

ing plan:

(1) e, Oredit to be available as a supplement to
and only after the $100,000,000 Gold Fund
has been shipped , S aLmle,;z,‘fg W Mg@ M’ |

(2) Drafts at 90 days, with one agreed renew-
al, on an acceptor, or acceptors, to be des-
ignated by the grantors.

(3) Drafts to be forwarded direct to England for
discount under an agreed arrangement, and de-
mand or cables to be sold against then.

(4) Draftes to be drawn by the Gold Fund Committee,
or a néw committee representing guarantors, con-
sisting éf banks, trust companies and banking
firme in the United States acceptable to grantor.

(5) Proceeds of sales of exchange to be loaned upon
security of approved bonds and stocks as collater-
al, with the obligations of borrowers, who are
satisfactory to the guarantors, to maintain a mar-
gin of not less than twenty per cent. (30%) of the

face value of the loan.
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(6) Drafts to be drawn only as required to supply
exchange to take the place of gold remittances.

(7) Drafts to be covered at maturity in the usual
way if exchange can be purchased at or below the
cost of exporting gold.

(8) If exchange cannot be purchased as above, and
payment of the bills would require the export of
gold, i 90 day renewalSto be granted, pro-

~ vided that, in the opinion of the Federal Reserve ., .§

Board, a further 1ossiqﬁ gold would be detriment-
&fuﬁ.fféﬁ $
al to our financial eeudilidie

(94\ The grantors of the ¢redit to be entjitled, afted ~

the first renewal, to accepd péyméh£h~in whole or

in part, in New York exchange. Such dollar bal=-

ances, however, to be used only in the purchease

of Americean products.

-
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Rprotamtativs 3F the Iamasiion of W MENIA Maiuier
mnmmmmamm
of the United States.

Reut lomewn:

% @ confersace In lashingion, convened by the Yomorsble

#i1liam 8, Neidon, Uecvetary of the Tressury of the Unlted States,

Mmawnmwnmmm“cm

United Ztates, snd veproseutstives of beaxing interests of this cowmmtry,

interests, to confer with you iw order that, after exchanging views as

to finemelal eonditions in ‘mgland and the United States prosipitsted
by the wer in Purope, thay could submit to you memorssds outlining the
conditions dimeussed, and possibly consider snd submit to yom, for
yronexdselon to Mglamd, such propossls ss, in cur judgeest, would be
$0 the mtenl advenbage of the imsiness isterests of both eowntries,
mwmmmnu—;utmmm
uawmmmmhmmhmm
acmmmmmlmnmmmm
combimed with Infummticn in our possession regarding the sitastion ia
fngland, wo suksld the following sxplanstory wemorands,  Beesuse of
the iuheremt economic difrerences betwaen Wgland's position mud that
of the United ‘istas, and the @iffareaces butween dauking systems snd
banking methods in your sountry amd curs, thls memorendus is necssearily
cisborate, tut 4t will, ve trust, afford you s full comprehonsion of the
Digitized for FRASER situation. =

http://fraser.stlouisfed.org/ 3
Federal Reserve Bank of St. Louis

e T S




' 2

EiE@: & stetesent of the position of the New York bauke on
ingaet lst, anl thereafter, of the ressoms why 1% was
mmmmmm»mmn‘-o
certifiaates, and te anply for ‘ldrich-Vreelsnd ourrenays
incloding & etatemeut, as of ‘ugust lst, of the membders of
the Clesring Jouss ‘escelatione

QUCOER: A stabement of gold shipments made prior to the menth
of August in payment of obligatioms, en estimste of the
muwmm«mmm
banke, sud corpurations te “arope on or about Septamber
12th last, and & statsment of the eoumtry's emport balaoces
for Augast, September,and Uetobsr (estimsted) 1914. @‘

SHLED: 4 ststemont sxplaiaing the reasons why the settlemsmt of ‘
international balanoss nocessurily f2lle upon the banks of
Bew York City and mot of the country st large, sad why &
woakening of the jew York City bsuks, through depletiocn of
plgmmtnnrzmmlirmqnmhm
of confidence snd curtallment of eredit throughout the
N '

POURIE: A statememt respecting the syndicate formed to gesrentee
the payment of about 500,000,000 of ;old o meet the dobt
of Bew York City, due in lLondon (snd Puris) up %o Joumary
1, 1918,

ZLFTH: & svstement of the mocessity for snd the crestion of the
gso-called "Gold Pand,” the dirficulties under whish b sas
gompleted, its methed of operatlon, the expenses thereof, and
the risk of loss imcurred by the participemte; iIncldeatsily,
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- B o
a namerendun with regard to the pries yaid by the Sawk of
“ngland for ‘merisan Tmgles delivered s% ‘tiaws, sni certals
queations on hish the “Sold Yund Comsivtes” desires informtien,
having to d with the rrice ellowsd by the leak of Soglond
for (old deliversd fn Chtewa.

SLISHe A st.toment of tho objoet and the terms and conditions of ‘
the so-oalled “Cotton Loan Pool” of §135,000,000, and of the J
mothod by WHIeh 1he Gstien SVey aad 1te movessat t Saibit B8
flnanced, with sertaln saggestionn. |

SEVEETH: A statement in respect of the Federal Recerve femk of New
York nov in course of omgmuisstion, nod 1t beariang on dhe |
malter wnier discussicme J

Il A etatesent in respect of s possidle eredit of &80,000,000,
the Committes's opluion in regsrd thereto, snd & suggeshed
plen which might bo adopted st a later date.

sad are put forwrd for the informetlon of the confersnce & 80 GXPYOR-
slon of tho ballef and oplaion of the Comdttees
it the gomoral cenferenoe betwosn the Yomorable the deoretary

of the Trossury, sad the Voderal feserve Board, ssd the fall Committes
ropregeating the bankers of the Umited Ststes, st whiah this Committee
wis Gppodntod, with the iafomeetion them ot hemd, 1t wes expected thet
this Oomeitten, afier gonforence vith you, snd & cereful canvass of the
finansi:l sitastions in Inglmmd and ia the United Staves, would have
wome specifie propossis o submit for ths comeider: iom of the ‘nglieh
Govormment, or of the fineacisl interests in imgland.

o Tth the few Tork ity Gold yndioate and the Geld Fool Comdttes

http://fraser.stlouisfed.org/
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fands sgeregating 160,000,000 (ouly o smsll smonst of which has a8 yob
boon avsiled of), and with the complotion of the Cettem ool e
mmmnm-m.au-mmwmmh ?
of arrangements b0 reopsn the tow York Jottem ‘wohangs, with full proe
musﬂm»ummnunm\m
made by the mglleh Govemnment to dimocumt pro-sorastorium scoeptances of :
mummmmu»mmm
ties to post-moratorium besiness, end the resulient facilitise of fered 1
mwmmummnwmﬂunmm— L
that the only mdditional step mecessary st the present time 30 adjust
mmm:-m&mmmm
#nd businese fimms of the United “tates to meot obligetions ss they mature
nmmnmuu-mutmmml .
of Swrrisan cotton by inglish epfnners and merehants shall e sscowmged |
by the bamisrs end goveranest suthoritiss o¢ Mglend, sad thet errmgements
should Be promptly made to opem the umal eheancls for odvances agminst 0
cotton or for the dlscount of cobbou seeeptense BI1Ne. '
The Cotton Lean Pool 1s setimated to provide fusde to eusble the

mmmns&mummmumm'a
gotton wntll Februsry 1, 1916, The bust axpert spinioms eebimsto the
ersvss over the comsumption at mot over five mililon balss. Thie Committes
16 of the opiniom that the present low price, belag conelderably mader the
gost of production, will tend to induoe cotton mevchents and splunevs of
‘morica i Turops to buy somewhet 1 owoess of tholr noeds, wad that this
indnsesent will result in the absorption of considersbly wore cotton tham
the smount gemerslly estimstsd.

Digitzed A FRASER o separso statament hes bosm made in regord to the imternstionsl
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pocurity markets, or o the opening of the Sew York or wonden otk
fmehsngass The mensures above emmserated we belleve are aiejuste and
will eventually correst the inhmuml conmereial situstion, bmt would
bo entircly lomdecuste should sny sonsl dorsble wolume of sasurities be
whroun wpon this market om the opening of the new York Stock TRehanges
Until, therefore, tho copmereinl situstion has been ad lusted, and the
exchaanges have turnsed ia our favor, sny Jigcusd on bearing ou the opening
of the Sew York Stock Tmehange o & fros sad unrestriched marint for
imerican securitics owaed siwoad would be promaiure.

despoctfally yours, ]

(5‘7@0 : rﬁa,mm éj‘r’ﬁ-rv\/

@ N ”mf f’“‘“
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4% conferences of How York dazkers held fmacdiately prior
to the declurstion of wer by mglenmd, opinions were unanimous thet
the banking pocition in this country would shertly develop alomg
lines sisilar %o those exporiemced in the full of 1907. Up te tho
time of thess conferemoes gold to the smount of about 130 4000 ,000
had beon exported from the country and it was fewred tha$, in adii-
tion to the comtrugtion of eredit resultin from thie large lose of
mum.-wmmmummah imposed upom
the Few York bomks by reason of thoe withdrawal of funds by banks
throughout the oountyy “ho sdeht be inspired through fear to
shrengthen their position by ineressing their reserves. In 1907,
aftér the erisis or the penic hed pessed (on Juvember Znd), the reperts
of o intional Bamks %o the Comptroller of the Curremoy imdicated

thut,even st thet time, country Lamke, o distinguished from the
and CQnrra;jReserve City

Rosorve City/benks, still hold excess cash reserves of {115,000,000g

and 1t must Yo borne in wind that this loaves cut of considerntion

the ascumulstion of reserves doubtles: made by about 16,000 state
benks, a0 t0 which fisurées have mot boom compiled. Ia order to meot
the ctruin Lmposed by this probuble development, the New YOork Cloaring
Houso issgoiation declded to issuwe Clouring fouse loan cortificates
for the setilemont of clearing dalunges betweon membeors, apnd the
Seeretary of She Treasury smnounced hls intemtion of issulng Aldriehe




Vreoland motos, as authorized by existing lew., These mensures
afforded protection to the Banks of the Uity of New York, both
Mationsl and State, und ensbled them to yetain about 240,000,000
gold roserves which they held at that time.

Of thess gold reservos, §80,000,000 was shortly pledged for
the payment of the debt of the Olty of Dew York, wnd, of thet amouns,
about (60,000,000 Is o811l S0 be furnished, loss such emount as is
furnishod in exchange. Of about §20,000,000 alresdy paid, $15,000,000
has beon by shipment of gold and (5,000,000 hy purchese of ezchange.

of the $200,000,000 centributed to the gold pool, $45,000,000
was pledged by the bames of New York City, of which $11,250,000 has mow
boen called. $26,250,000 has thereforo boen taxen S0 dste, leeving
198,750,000 still to be furnished out of the proscent New York City bank
rosoyves. At the prosemt time the Clearing House baniks show & ssnl)
Bew York bamks wore from §185,000,000 to (40,000,000 under their legsl
reserve. gl

Whon the Fedoral Rescrve iumk of Wew York is orgamized, it
is eotimntod that a totsl of about (120,000,000 will be withdrawm from
New York City Matiomal Bamks to meie 0apital anmd roserve payments both
:umummummumnmm.-
Mm.mmwﬁnummmﬁ
18, sad it is estimated that, after making these payments of
126,000,000, the reduction of reserve roqulroments will leave oxcess
roserves in tho vaults of the Hotiomal Banks of Now York City ssgreguting
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about {80,000,000. If this calou.stion 8¢ correct, ve st Gomelder
the result of the completion of tha three opoxstione Feferred 0,
asmely, the withdrewal of the entire amount of zold which uay be galled
for on account o the City of Wew York and the Gold Pund, and the
payments and roserve rodueticns resulting from tho orgswdsatica of
the Fodorsl Reservo Best. The totsl peymente So be mede, sgeregting
in reserves, due to reduotlon of reserve requiremsata, leaving the
Tow York imstitutions pos:ibly < 55,000,000 to 740,000,000 bolow the i
roquired legal resorve. The amcunt of deficlency in resorve mmy, by | |
tho torms of the rederal Neserve Act, 30 furthor offest if member hams
ors aliowed and aveil of the privilege of rodiscounting cowmercisl
nu,ammwmcwmmm

- e e gl

e R R el S BB el
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Statement of the Members of the New York Clearing House Association
From Reports as required under Article III of the Constitution.

For Week ending Saturday, August 1, 1914.

. OANS AND EGAL On Deposit with LEGATL, e TION
NOS. MEMBERS. *CAPITAL | *NET PROFITS| DISCOUNTS Asfgini TENDERS ,Clearing House | NET DEFOSITS nfg‘r‘;gg NOS.
Average, ge. Average 2557 Onah Reserve Average |
1 | Bank of New York N. B. A... $2,000,000 $4,346,800 $22,317,000 $4,224,000 $1,218/000 | weovocnamsse $20,668,000 $772,000 ;
2 | Bank of the Manhattan Co.... 2,050,000 1719,900 36,130,000 9,482,000 1,547,000 || “sie o8 reislaaisiots 41,900,000
3 | Merchants’ National Bank..... 2,000,000 2,097,700 20,489,000 4,254,000 T,AE75600 [ +sanaie et 21,158,000 1,888,000 3
4 | Mech, & Metals Nat. Bank.:.. 6,000,000 8,874,600 80,745,000 15,416,000 5,882,000 | +eeeesencnnn 85,528,000 4,930,000 “
6| Bank of America...... DT, 1,500,000 6,186,600 26,538,000 5,052,000 I,749,000 | sveenssoenes 26,499,000 -
8 | National City Bank....ccsaeas 25,000,000 32,916,900 198,630,000 42 089,000 13,252,000 | eesemnnsisans 196,234,000 | 3,679,000 8
12 | Chemical National Bank...... 3,000,000 71755,000 28,644,000 4,357,000 2. 2185000)|[ el ARERIEE S 24,799,000 \ 397,000 | 12
13 | Merchants’ Exch. Nat. Bank.. 1,000,000 761,800 8,954,000 2,115,000 205,000 | «neamsscnnes 8,858,000 4755;,000 13
15 | Nat, Butchers & Drovers Bk.. 300,000 111,100 1,973,000 516,000 87,000 [ oeevsmmnnonn 2,171,000 | 40,000 15
17 | Greenwich Bank ..... SoaE arerals 500,000 1,070, 100 9,649,000 2,520,000 205,000 o s stare s 10:822 000 | ‘ 17
21 | American Exch. Nat. Bank.... 5,000,000 4,693,300 47,846,000 10,217,000 T;552,000 | +eecacaceens 47,890,000 3,883,000.| 21
23 | National Bank of Commerce.. 25,000,000 16,690,600 140,272,000 21,903,000 6,231,000 | eessesensans 117,971,000 /912,000 $523
28 | Pacific Bank ....ceeeescecasaas 500,000 1,009,800 4,871,000 728,000 840,000 | seesecenennn 4,927,000 ' 28
30 | Chatham & Phenix Nat'l Bk... 2,250,000 1,357,900 21,247,000 3,696,000 1,579,000 [ s+« ase ceene 21,852,000 1,175, Q001 530
« 3EifPeaple’s Banlk i tusveecs s aes 200,000 435,800 1,967,000 - 409,000 148,000 [ ceeerrraenns 2,313,000 31
33 | Hanover National Bank....... 3,000,000 15,054,800 77,634,000 21,082,000 2,582,000 [ sesneesnanns 88,412,000 50,000 [ 33
36 | Citizen’s Central Nat. Bank... 2,550,000 2,371,200 22,339,000 5,111,000 611,000 =secosniososs 21,819,000 1,531,000 | 36
42 | Market & Fulton Nat. Bank... 1,000,000 1,948,100 9,221,000 1,498,000 084,000 | seeievsveeons 9,257,000 56,000 42
44 | Metropolitan Bank ...... s vioms 2,000,000 1,779/400 LY, 717,000 2,603,000 312,000 | esreccnennes 11,595,000 | 44
45 | Corn Exchange Bank......... 3,500,000 6,916,000 63,823,000 15,850,000 3,260,000![ = e sieimstompimns 75,814,000 45
53 | Importers & Traders’ Nat. Bk. 1,500,000 7,676,000 26,591,000 3,759,000 2,387,000 [ eseereceaaen 24,077,000 _ 59,0001 53
54 Nalt)IOnal Bark Bank. ... .o« 5,000,000 14,344,700 90,034,000 19,503,000 2,572,000 sieimeminie 91,241,000 3,497,000 | 54
59 | East River National Bank..... 250,000 65,200 1,561,000 452,000 10/7,000](1 (oo sasinainie 1,766,000 49,000 | 59
63 | Second National Bank........ 1,000,000 2,870,500 13,867,000 3,102,000 123,000!(s  scolaiars wimiaiclass 12,625,000 669,000 63
65 | First National Bank.......... 10,600,000 23,177,700 115 527,000 25,158,000 2,159,000 | «seass o 106,457,000 4,936,000 | 65
2 46 v 2 67
67 | Irving National Bank......... 4,000,000 3,468,600 45,247,000 9,082,000 3,063,000/ |« anneemnie s 48,208,000 1,579,000
7(7’ Bowegr’y Bank ..ecorcenes At 250,000 789,000 3,163,000 786,000 7,000 | +eecesassiie 3,403,000 70
71 | N. Y. County Nat. Bank....... 500,000 1,916,800 8,667,000 1,536,000 768,000(| swevanoeonoe 9,127,000 197,000 | 71
72 | German-American Bank ...... 759,000 706,200 4,215,000 979,000 212,000 || i st 4,180,000 72
74 | Chase National Bank......... 5,000,000 9,645,700 102,020,000 23,462,000 £,460,000]1 wosiSemanint s 115,201,000 446,000 | 74
76 | Fifth Avenue Bank........... 100,000 2,091,600 12,928,000 2,610,000 1 962,000 [ st Peanieptaes 14,425,000 76
771 German Exchange Bank...... 200,000 803,800 3,219 000 509,000 367,000 a0 ettt et 3,481,000 77
78 | Germania Bank ..c......eee. 200.000 7.000,300 4,901,000 1,137,000 253,000 | eueeninenens 5,582,000 78
80 | Lincoln National Bank........ 1,000,000 1,789,800 15,027,000 2,963,000 1,160,000 | oonrasnonen 15,522,000 | 877,000 | 8o
81 | Garfield National Bank........ 20L0,000 1,290, 100 9,293,000 2,332,000 TA25000)| sisie Seip sttt 9,586,000 | 343,000 | 81
82 | Fifth National Bank.......... 260000 505,000 3,998,000 779,000 244 DCON R R 4,241,000 245,000 [ 82
83 | Bank of the Metropolis....... 1,000;0001 2,089,900 12,968,000 2,120,000 G26-@00; e e e sl 12,784,000 | 33
84 | West Side Bank.....cocuoesss 200,000 759,700 3,761,000 706,000 E30,000/ | = rrara 4,752,000 84
85 | Seaboard National Bank...... 1,000;000 2,598,500 25,099,000 5,950,000 1,752,000 e et R, 29,267, 000 346,000 | 85
91 | Liberty National Bank........ 1,000,000 2,844,800 24,400,000 5,218,000 | 1,433,000 | sesveconeans 26,680,000 | | 495,000 | 91
2 | N. Y. Produce Exch. Bank.... 1,000,860 928,300 9,317,000 2,271,000 6665000 e R 10,795,000 ‘ 92
36 Sta}; B;.gl(i c ...... AT 0T 11,500,000 750,700 19,134,000 5,891,000 300,000, | simisieloiere oibiaroe 24,115,000 96
97 | Security Bank w.......eeeses 1,000,000 345,500 10,832,000 1,880,000 1,276,000 | senere seens 12,753,000 97
99 | Coal and Iron Nat'l Bank..... 1,000,000 604,800 6,981,000 1,083,000 618,000y Pl iielerin e 6,987,000 394,000 [ 99
100 | Union Exch. National Bank... 1,000,000 1,008,000 10,017,000 2,145,000 350,000/ | wsasmssoeseas 10,125,000 394,000 | 100
118 | Nassau Nat'l Bk, Brooklyn... 1,000,000 1,121,700 7,927,000 1,430,000 180,000 | Rects et 6,720,000 267,000 | 118,
102 wraiersralie a o g o 1,500,000 3,706,700 26,451,000 2,193,000 939,000 2,696,000 20,788,000 102
104 | U, S. Mortga; e & Trust Co... 2,000,000 4,211,400 36,838,000 3,432,000 785,000 7,156,000 28,179,000 104
105 Aéto;' Trast Col e s s sovnslossses 1,250,000 1,201,300 21,422,000 2,097,000 * 108,000 1,576’000 15,5190,000 105
106 | Title Guarantee & Trust Co... G el 11,614,000 33:045,000 2,618,000 490,000 2,322,000 20,843,000 106
107 el 10,000,000 21,222,100 187,702,000 18,729,000 1,140,000 17,988,000 141,517,000 107
108 gﬁlﬁ?’gxl‘gfs%%oc.: . e s 1:900,000 1,307,900 7,534,000 842.000 46,000 981,000 | 51990208 108
110 | Lawyers Title Ins, & T. Co. .. $090,000 5,388,900 15,877,000 1,218,000 613,000 1,388,000 11,883,000 110
111 | Colymbia-Knickerbocker T. Co. SEPd) 7,348,300 48,628,000 5,501,000 280,000 4,448,000 38,688,000 111
113 | Peoples Trust Couevuernenanns Te00;000 1,566,800 16,360,000 1,839,000 376,000 2,251,000 15,156,000 113
114 | New York Trust Co..... SN0 11,545,300 45,951,000 3,946,000 527,000 3,338,000 29,554,000 114
115 g:;;;k%grl’i‘g;’s‘?séoco 1,000,000 1,165,500 10, 708,000 997,000 129,000 1,042,000 7,541,000 115
a6 |1 o, Frpat CEEEE R 1,000,000 555,700 9,901,000 1,049,000 223,000 1,016,000 8,669,000 116
117 | Metropolitan Trust Co... 2,000,000 5,892,600 29,899,000 2,746,000 250,000 2,223,000 20,436,000 117
119 | Broadway Trust Co. T 1,500,000 848,500 14,129,000 1,384,000 602,000 1,642,000 13,940,000 119
Totals, National Banks v...... 112,600,000 173,907,700 o
“ " State Banks .......... 16,450,000 §i,§s§,£oo }1,42& 700,000 | 299,965,000 74,081,000 1,454,578,000 41,578,000
“  Trust Companies ..... 46,250,000 90,640,500 630,490,000 63,415,000 6,073,000 61,005,000 481,243,000 _
. ;IAc;tg‘lj ogggfﬁ)gs. 0 0 A0 175,300,000 296,930,800 | 2,056,190,000 363,380,000 81,034,000 61,005,000 | 1,935,821,000 41,578,000
:3 gtsx;ttlgnjal}ngl;:.e I;t;4f9t4. Decrease Decrease Decrease Decrease Decrease Decrease
15 Trust Co’s, June 30, 1914.
Al 2,286,000 | 21,692,000 451,000 3,677,000 | 21,394,000 163,000
Banks : Cash Reserve in Vault, $374,046,000 Cash Reserve Required, (25%) $363,644,500 Excess, $10,401,500 Decrease, $13,430,250
Trust Co’s: “ iy 70,388,000 “ & 5 (15%) 72,186,450 Deficit, 1,798,450 Decrease, 3,004,550
AGETETALE. o oiele oo o' wioialvicioos $444,434,000 $435,830,950 Excess, $ 8,603,050 Decrease, $16,524,800

Trust Companies’ Reserves with Clearing House Members, $61,095,000

Decrease, $3,677,000

Actual figures this morning:
Totals, Nat. and State Banks 1,423,407,000 272,752,000 71,646,000 1,422,749,000 41,737,000
“  Trust Companies 635,348,000 60,137,000 7,045 000 56,547,000 488,790,000
Totals, all members ........ 2,058,755,000 332,889,000 78,691,000 56,547,000 | 1,911,539,000 41,737,000
Increase Decrease Decrease Decrease Decrease Increase
1,182,000 53,065,000 :3,234,000 10,692,000 46,776,000 3,000
Banks: Cash Reserve in Vault, $344,398,000 Cash Reserve Required, (25%) $355,687,250 Deficit, $11,289,250 Decrease, $35,004,250
Trust Co’s: ** i 2 67,182,000 ¢ i = (15%) 73,318,500 Deficit, 6,136,500 Decrease, 8,595,250
Aggregate............. o v e $411,580,000 $429,005,750 Deficit, $17,425,750 Decrease, $43,599,500

Trust Companies’ Reserves with Clearing House Members, $56,547,000

Decrease, $10,692,000

Clemngs for Week ending August 1, 1914,

Clearings this Day
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July 25, 1914,
August 1, 1914,

$1,838,183,016.11
1,588,913,808.47
296,815,972.90

Balances for Week ending August 1, 1914,

(13

Balances this Day

July 235, 1914,
August 1, 1914,

$109,601,810 65
95,095,253.82
23,383,391.37



/n exact statement of the shipments of gold during the fimt
seven mouths of 1914, md of its destinetion, womld require consider-
able investigation, whish time does uot pormit. In general, 1% may de
said that ia that period the banks of the Uity of New York ewported, ia
round figares, §130,000,000 of gold, lorgely in fagles, the primeipsl
,mmmmwtuw;rmna.‘wm.u
the Relchsbenk. The inducements offered by those institutioms to
atiract gold im settlement of internstionsl balances were understood
in this country %o have deprived the Bask of Sagland of the opportunity
afforded at that time to strougthen its cold holdings, and undoubbedly
was occasioned by the willingness of the ‘nglish market to comtisue to
extend sccommodstion to its customers in the United Jtates in the
secnstoned volwms. 'u i® posaidle that the cccurremces of the past
-mmhmmxmnuw.wwwm
as the Tmgiish merket d1d. Investlgstlon conducted by @ special com-
aam-mmunttmmntﬁwmmu.mm
part of September diselossd the fact that, as of September 134h, th total
sscortsoingble current intornstional debt maturing botveen that dste and
January 1, 1916, emownted to about 450,000,000, The items favestigated
inoluded beuk bal.n0es, naturing securitiss, intersst sad iividend
obligetiona, Mmm-, finence bille, and mm .
socuritiss sold. As to some of these sccounts, estisstes were necessary,
and 1t is recognized that information of this charwober is inscourste
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and 11sble to bz ndeleading. Tho offmed ascounts wers ghown o be sbout
$180,000,000, lesvisg the net Lndebtodeess se of that & o mutaring
before Jemuary lst, in rownd figures, $300,000,000 due to Magland, Prance,
m,m.nyumm,nﬁbcmmn. The
amounts csturing wers alout equelly proportioned over the fall period
of the yesr. It should be wusdersteod thst & vonsiderable portion of the
merdosn iandedtednsss to the London werket, maturing in the period detween
Oetodar lat and Jamuary 1st, was erested in anbicipation of the m
of eotton bills, which have always bean comsidered cash im the Lomdom
markete

Ho farther deta hes been oM -ined in connection with the presest
amount of the earrent internationsl indsbteduess, but opinions ssled of
benkors conversent with this matter would probably justify the bellef
that over one-hslf of the nat indebtedmess has beam pald at the present

time.

The foreign trade, exclusive of gold snd silver shipmests, was
$20,000,000 adverse to the United States in Auguet, §17,000,000 in ite
favor in September, and vill probabiy be $8%,000,000 in ite faver for
Ggtober. Last year, end in 1912, for these wonths, the balanses in
favor of the United States wore:

- Angust 513,000,000 150,000

rpt ambey 84,000,000 47,000,000
Oetober 77,000,000 159,007,000
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The intermatiomsl exchenges reflected fesrs of the effect of
the outbreak of war, by the latter part of July, and even before iugust

&rd there doveloped im Ameries an insistent demsnd for exchange %o meet
mtu sbligations to Lurope. The declaration of war, and the
susponsion of shippimg facilities, csused such sn laterraption of the
imericsn export trade es Lo dsngerously reduce the supply of exchange.
The following statement u’m;nmm:u‘mmm
position taken by the Hew York bauks with vespect o gold sxports mey
Yo better umderstood. ‘
About goii of the foreigm comserce of the Atluntic seaboard
passes through the Fort of New York. It is the largest mumufsoturing
snd banking center i the Usited States, and 13 the market where tho
quotation for foreign exchangs 1s msde, snd whero foreigm bills ore
assenbled for remittance to Buroye for collection or discoust. There i
uo ¢ity in the United Jtates which can make & quotation m“.

without & quotation from New York. The burden imposed upon the reserves

of the banks of Hew York, whem the pold movement is adverse in both the

foroign snd domestic exchenges, has at times under our old bamking syatem,
muutummmtwumnmmm

rolief measures. In 1907 the only such moasure aveilable wes to issune
celesaring house loan certificates for settling bulamces betweon mendbors,
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whish, bowever, afforded no relinf to the vest of the country. The New
Tork basks im 1907 suspended fres shiyment of currency te their corres- 1
pondents, and the lmwodiste result was & mexismm promiwe of 5-1/25 en .
;n-aamirummmnmmumm- Il
of the country. ¥ithim a fow dsys after August Ird, the New York banks _5
maunmlmanmam.-uuu j
tine sinco that date Bas there doon s presium on either gold or currency
in this country mor, in fact, hes New York ewchaunge in other porte of
the country Indlested distrust of tho sbility of the New York hamks to
promptly meet tholr oblizmtioms te their correspomdouts. This currency
uot beins svailable for the settlement of internstiosms) balmmces, snd it
baving boen Smpossible for the bssks to ship gold to Lurope, Londom
mm‘ammmmuvqmmm-
gold., Nad this situstion occurred In our domestic emchwmges, distrust
of the sbility of the Rew York bmmke to meet thelr comcitments snd the
quonces. Londen exchange, 8fSer the first violent rise to & msxlwws of
soven dollars for ceble tramsfevs, graduelly ressped wntil  fairly lewsl
price was omtablished, in the nolghborheod of five ‘ollars to the pound,
with fluctuations within 2 ronge of about five couts elther way., In
normsl t1nes exehangs st this level would have saused a lergs export of
gold, the burden of which would have fullen not ealy upom the benks of
wrmazw.mwﬁ-mmmummuﬁm‘
drew omchange or whish carry the accownts of  rivete firme which draw
exchange, dut which do not themselves carry gold reserves. 4t the
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suggestion of the Pederal heserve Beerd, & committee of bsukers formulated
® plan for sssembling §100,000,000 of gold for axport, in order to mke
wxehange and 1o thereby distribute the burden amony institutioss all over
the United States instead of fnpesing It wpem o fow of the bamks of Hew
York City, mw«mmammwm.«mm,.[
This §100,000,000 was in addiilon to the (80,000,000 pledged by the bauks of
'mcm«mmmmm«mmc&rmm i
in Surope during the balance of this yesr, mmmm :
this course, instead of allowing & freo movement of pold, arisesy '3
ZIgERs Vrom the fact that the reld reserves of the Usited States N
stato beuking insbitustons; A 11
SBICHY: Prom the fact that these damis In New York which might ship :
014 would be wssble to recoup Vheir cold resorves by ealiing }
|
|

losns; and, .

ZELD: Prom the fact that it is impossible for a bunk whish pares
-:»:ummmum:mmmw
from other hamkm, aud becanse the procseds of sales of exchange,
umsuocuu-mumm in ¥ew York fusds Shrough
the Clesring Fouse and hsve since Augwst lut bean setsled g
muommmmmnw |
Botes.
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The Oity of New York hos for many yesrs boem suthordsed,by
4he terms of Its Charter, to borrow money in mbicipation of the pay=
mont of taxes., With the growth of the City, sad the emormons lmorease
in the tax levy, the smpunts of these borrovings have ineresssd %o
such an extent Shat of times the City 1s indedled to the market om
short loans to the extont of 100,000,000, which loams are crdinmarily
liquidated 2% the time taxes mre paid in the £x11, snd, in recwmt yours,
in both the spring sud fall, as the tex levy is nov divided inbo seni-
snouel payeoute. The movement of the cottom orep im the fall of the
yoor ordivarily fwnisies ouch & large volume of cxohbange at thet
season that borrower: have beem able to vount with resscnable cortainty
upon lower rates in the fall thun in the opring, and sdvantage has heen
m«mémmwwuuvunmmwa-m
palities which mute sivdlar losns %o borrow large vwas of momey im the
London murkes, Om sugust 3rd the City of New York bad so borrowed &
total of 82,009,000, & small portien paysble im raris, dut th» greoter
part ian lLondom. mm«mm;mmm
the City of Niow York tho meoessity of meoting this large obligation by
the export of gold. mmumkszumhtm*
of imstituticne, both mational and state, lussted in the City of i
Hew York, snd, under ordlmary clreuwm$ancis, vould have had no diffieulty
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in obtalning gold in lurge amounte from those Instituticme., The con-
ditions existiag early im iugnet, hovever, made 1t lmpossible for the
City's bankers o furnish the smountof gold required, and, had the City
boen cbliged %o (mrinss exchange st the rutes roguntly provailing,
the loss wosld hove been enemmous. 1t was therefore determined by tho
bankors who undertock the solution of thir probdles to ssk all the beuks
in the 0ity to comtribute to & fund of gold amounting to about
180,000,000, in proporticn to the umount of their rescpective gold
holdings. The controcte cntered into betweun the Clity, the con-
tributing denkm, md tho lispagers of the trunccetion (J. i'» Morgom &
Comrmny, snd Db, Loob & Company) provided for the ssle of $100,000,0060
of obligations of the City meturing in one, two, an. throe yesys., The
vanks which underwppte the issues undertook %o furnish the LAnagers,
if required to 40 s0, oighty per cent, of thoe amounts of their sube
scriptions to the syndicate im pold, having the optien, however, of
furnishing sterling exohange in plsce of gold at the rate of {4.90

a pound. m‘mmmemdﬂownﬁlﬁﬁ

.tothno.n-m\nm them, as well as the umiversal appreval of the
transaction, xnaamunmmmomhwm
w.m«:manuihmmtnwmd
the Uity could mot bo comtomplated, sl that the consequences would be
80 sericus @s %o Justify the pledge of gold lmvolved. uhilo it is
now recogmized that the Oity could have oxtonded o layge part of this
indebbodness in Lowdon by the offor of an issue of nevw notes payable im
Londom in sterling, the city authorities nevertheless folt, no dowlt
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influenced by the pres-ure of public opinlon, that it was to the

City's advertage to extinguishihe debt at onge, and avold the
poseibility of loss at o loter satarity, rathor than $o advanse its
ponition ani to take the ehamse of being able to et Bold six months

or & youy later. The contimet vo made by the banke of Hew York
placel ono-third of thelr entire gold boldings under contract for
export, at least %0 the oxtent that exchange could met be furnished.
Attention is here cal.al S0 the fact that the privilege of fuammishing
exchange in plage of gold parmite any contridutor So this fund o avold

the loss of gold bWy purchselsg exchunge oad, therefcro,coniributors

%o this fund are, to some extent, ccmpetitors in the market for the

parchase of asterling oxolnnge.
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Statemnt "third” largely explains the necessity for yroviding a
fand of zold by the method sdopted, and 1% ia the bellef of the Comittes
thut the suvcess of the plan affords ovidence of the willingmese and
intertion of the banks of the United Jt8tes to furmish the wesms to their
sustomera for paying foreizn indebtedness which tho banks of How Tork
aleme, without endmmpering the situstiom, wers wmeble to provide.

bonks in o1l central reservo and veserve cities (52 In muwder), those :
oities, under the law, bolng roquived o hold 25§ and 18)7 cash reserves, :
respoctively, Bs azaiant 65 in other citles. Uontributions of pold %o
the fund wore received from 1,404 4iffevent bamks, located in a1l parts
of the Usites dtates. Am emoust in excess of 100,000,000 was promptly
Plodged through the co-operstion of tho Ueoretary of the Tressury and the
Pederal Neserve Board. Femding the gaymemt of the first eall of
$25,000,000, nine ¥ew York Institwtisns advanced §10,000,000 fn gold

for shipmmt to Ottaws. 7his emsbled the Comsittoe %o promptly moet

the urgent demsnd for aschenge, which wes selling st abowt §5.081.

gold fund wes mot created for the purpose of making & profit, but rather
to et on emwrgoncy &nd Shereby exert an lufluence in bringlng sbout a
decline In the rate of emchange. The pollcy of the Coowmittes has not been
o sell exchangs freoly. This would certad mly beove resalted in the
nocurulation of exshange by debtors who desived to insure the protection
of future meturing obllipstions, snd, wmfortwatsly, wight slse have
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-Bw
resultes in releasing ezchangs to the contributors to the fand provided to
meot the cbligatioms of the Clty of New York. It was rethar the polioy
of the Cammittes to use the Mund to prevent an undue advance in emchange
rates, but, nevertheleas, to permit rates to follow fairly mormsl fluctu-
ations and thorsby induce Americsn obligors to arrunge for rencwsls in
the expectation that the erestien of sxchange followimg & restoration of
export trade would svold the mecessity of exporting any consideradle
portion of the gold funds This Comnittee, of which two wembers are alse
merhors of the Gold Pand Cemmittes, is couvinesd Shas the pelicy sdopted
wis & wise ome, and that the purposes of the gold fund heve already heen
largely accomplisheds After sillowing for cortain large payments mede
for sccoust of the United Itstes Gevernment, for which the Governsent
relzbursed the Gold Pwnd Committee in £0ld, the total amoust of the
fund hss boen reduced by net over ome willfon pousds, ond i substan-

tially intact.

Hisunderstanding iz liable to arise with regsrd to the ultimate
mamxmw«tummm. and we are informed that
the attitude of the Bark of Ungland later referred to wes possibly duo te
the bollel that large profits will acorue to the Gold Pund centridutors.
Consideration of the fellowing will, we trust, mmke clear the Gold Pund’ -
Committes's pesitions

ABMAICH.

The legsl 1imit of tolerance on American pold coim ia one-half
of one per conb. mmwwmummﬂn
rarely show on sbrasion excoeding one-qusrier of one per cent. Nagles
shipped from Gestern points, howover, shore gold coims oirculate mach wore
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-le
frooly, show = larger percentege of sbrasion. The Uommittee wust figwre on
¢ loss of from omo-guarter Lo three-eighths per ¢emd. for sbrasion.

“he gold furnighed for the yurpose of this fund is taken out of
bonk reserves snd beld im safe ceposit fn Mew York, and fs nmot held ss &
part of the reserves of the New Tork bamks, The contridbutors ave culled
upen to wake payments in installments of 2355, The first psywent of 285, in
snticijation of which §10,000,000 wae sdvsnosd by certain New York bomks,
wos mads os soom as the fund was completod, and the expense of Sransferring
mammnxmummmmuwmm In order
nm:numm-fm;mnummummﬂ
for tho interest during trausmission, and during the period whem the gold
is hol: in storage im New Yerk, for all the expenses of shipment te Ottmwa,
as well as for abrasion; the rold beling received by the Committes at Its

face valus, end sold to the Nsnk of England at 1ts bulllon waluwe. It &s
Impossible Lo estimete the interest cost invelved in shipments which have
mmm-mmam:-mmwu»mmm
ﬁtuﬂtmor‘mummmuummm
exchange on the basis of this calculatlon costs the contridutors aboub
4.92-3/4. The aversge price vealised Tor exchange seld to date will
slightly excesd 4.95, and, after muidmy allowsnce for 27 intersat sllowed
by the Londen bamks, It Is probable thet 1f the uccouwst wae closed ot the
present time by solling exchange ageinst balances mow in londen, the
result would be & loes to all the contributors to the fusd. This is
msmummznnmmmnnztmnrum

At the timo the Macd wes created, the Comittee dealred the
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so-oporation of the Bazk of Sagland um two points only, pending o Giseussion
of other mettors of importance which could met be them Sakes wy by esble.

Eirst: 4 better underetonding of tha dasis on which the Dask was
parchaaing gold sbipped to Ottawa;

3econdl; An srrangement for advances, without intercst, upon advice
and guaranty of shipmeni from lNew York to Ottaws,

The walus of the grains of gold In the Ewplish soversigm im
Amerizan curreacy “bl'uttti‘ldnti.--0.,;.300:"D'i".bﬂ&l.ﬂ m
fmo oumce of imerican gold coln contains fine gold of the

R A
$18.6046, at tho rote of §4.06656, O4UAS. s s rirrsesannesTOBR. Sid.
which is the walue, sxpressed in sterling, of one ounce of American
gold cofin.
This la the oxtct yrice which the Bask of Sngland wes paying
Tor American Zagles Just prior to the cutbreak of the way,
Raduetions were mede o & net price of...........T6sh. 334,

« belng further deducte’ for Americsn Hagles shipped to
MCQvuham’“o'noﬂt,.oilﬂ-tcnvnuioto PR .ooM

making the net mn for Sagles delivered Im OSVEWa........768h. Jd.
It has been stated to us thet the reduction of B4. was mede
in ordor to cover the followimg Itomss
(s} Ar sllewance mmmwm&mmm

(b} ummmmncmmm
Uttama to lLondon.

As to the firet item, Inquiry arises os to whethar the price
which the Badk of Lnglsnd is required by lew te pay for bars (7Vsh. 9d.)
doss not maie allowsnce for the cost of colning bars wto sovereigne, snd |
that, therefore, s shiyper of Ragles should not be resuwired to make this |
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a4d1%ional sllowance, which 18 siready coversé in figuring the oquivalent
of the bullion value of the pold contsined in iserican Ssplos.

és to the second item, the cuestion ariges 6s to whethor the Sesk
of Emplaad shouid wet, IT the emchanges twry before the zold 1s shipped te |
Lomdon, thon allow in the price ok which §t resells the gold to New York,
am«wmmnmuummmmt-wm
iste sovereigus. The same question will srise es to 3d. dedusted from the
price ailowsd for standard bars, |

The Gold Fool Comnittos feels that the deduction of Bd. en
Sagles and 5d. on bars 1s not Justiffed usder the olrcumstunces, but &
closror understsnding of tre recsons for these dedmctions may chanes the
cauimum } '

As %o an arrungement for advances without interest, the sequest
which wes wedo for this sccemmedstion &t tho time of the fivet shijmwent -
grew out of an omersemey. mwmummmm.
pound, snd the Committoe dasired %o ¥o in a position to drew exchenge ot
once before the ;old shipped could de recelved and welirhed at Ottavs and
oreiits comfirmed. The nesessity for scoowsodation on thet sccownt is
now passed. ’ '

MWMWMMMimw
waprofitable snd withowt & betier undorstanding with the Bemk of Bugland
&8 to the rete which they will make en Hagles exported to of from Ottuws
muummnnmluwmumwm'
mummmmpmm-nuuu-mm«m,u
shipmonts. |

The Jomslttes desires to be inm s position where 1t may Porsish
exchange a0 long ss It may profitebly cover with preld, dut met to run the
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n&Mm.Mm-wammm“m
sonowhat exoeod 16,000,000 bales, and thet the world's reduced consumpbion
of cotton will lenve an wmeed belance of the .merican produst of about
54000,000 bales. At the confervmee im "sshington, i% was sugpested
that whe maxisunm credit to finance the cotiom crop wonkd e required at
the time when Whc maximinOf the orop had beem pioked, and the minimum
mariketed, that is to say, swbout leccmber let, at whioch time it was sug-
gostod that o eredit of (500,000,000 micht be required. This does not
taice into mcoount two fsotors in she situntion.

Firss. The method of financing the growing and

esthoring of the crops
Seqond. The difference in price betwean Shis yeor

snd last year.

AS %0 the msthod of finanoing ko orop, 1t mey be gemerally steted that
tho initiel adwances are made before the crop is planted, They sre

largely made t¢ the ferwers Uy merchante and supply houses, and axre

incroased as the work on the crop advensos, the merchants takimg 2 liem
on the growing crop and borrowing money from their banks., Ny the time
tho cottun is gathered, thelast advance is made. The marketing of the
crop through the ginning and compress coupanies and ihe cottem Tfactors
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dheo CoStom Lom rocl.

is a provese of liguidstion, snd tho problem confronting the South as
this souson i2 mot that of arranging new credite with which to finance
the cotton crop as & whele, but rather of providing a Semporary crodit
%o be employed in facilitsting the liguidation of that portion of the |
orop waich esn bo marxeted, by emabling bemks to extemd or remew the lomns
thet bave already been made, i therely eesist n finsming the sarplus '
which may mot bo promptly marketed. This mey be desorided as a process
of clearing or shifting looms rather then &8 a process of creating new

eradits. As to the second point, namely, the price, i% is, of course,
avident $het with eetton selling at siz cemts, Shoss bamks ubioh loanm

on cotton could carry two bales this year against one bale, at twalve

cents, last yesr,

In order to racilitate the process of liguidation, which come
tomplates that 10,000Q000 bales will be sold sad 5,000,000 bales will be
carried, a credit is im course of baing arrsaged, smounting teo
$136,000,000, %0 de hanfled by the follodng plsm;  §100,000,000 of the
advance i2 to be cecursd By & first liem upon cotion pledged &t not |
exceeding sixz combs & pound, middling grede. $55,000,000 is %0 be
securcd Yy & second liem on the pledgedoottan, this portiom of the lean
through whom, the losns will be mede. ~ Awfand smeunting to three
tho expemses of msmaging the travsaction, and to pay sny losses incurred.
The fund is to be admimistered under the direction of & Commitiee
oonsisting of members of the Federal Reserve Board, the business,
however, %o be conducted by an operating committee, and, under its
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mansgement, Y local coumittees, the mechinery for the appedntoe t
of which hes already Deen devised. This Commitioe dolioves that the
oobton loen fund will be inedequate to restore sormal conditicas in
tho maxket for raw cotton, or in the cotten mmfacturing industry,
umless 1% 45 supplem nted by energetic mwesures %o bring wdout better
facilities, both iu the United “tates and sbroad, for sarkedng,
finemeing, wid maamfasturing cottea. last yeur, sales of cotton
»m'mmwmuamwcm
Anything which retards thoe free purvhase or the Troe male of cobtom,
or the restoration of stable prices for rav cottem, will also petaxd
the restoration of nermnl couditions in the inmtormaticnal exchangos,
and work injury both im Imglond snd in the United Ctates. Im the
opinion of this Comitieo, It soome dosirable that the following measures
bo adopted:
Rizes: That the fund of $155,000,000 be completed and
ite adsinistroetion undertoisn at omoe,
Loggnds Thut the Yew York @d Liverpool cobiom oohenges
T should be opensd. Plams Tor cpenin: the Now York
cotton xebange have ronched & polut whore it may be
roasonubly expected thit tie omchange oan opem ot uk
early date provided nocessary co-gporsti u is af-
forded by the Liverpool Cottom ixohange und by the
pnglich bemks. 4 fund hms been pledged which will
mmmmaunmmm.
who are committed for the purchase of cotion at high
prices, to mrgin thelr contrcts down to 7-1/2 cente.
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with thds rellef, confidmce is oxpressed thmt
they may safely open the exchsmge with & ressovable
expectation of beimg able %o meet tho mArKet condi-
tions which will arise. Coéoperetion by the
um-;mmnmxmu_w
essary before 1t wAll Do feasidle to open the
New York Cotten Exchange.

It is also essential that mo questicn ss %o
contrbband be permitted to arise in yogerd to
a-port ootton. The Commitios motes with great
satisfootion that the BPitish Govermmomt has
alresdy recognized this situstion.

mglish morchemts or opiunere in the purchase of
cobton should bo rvmoved. Beforence has beem
mede to soue sgreenmt or understinding which we
had boon advised exists in imglend in Shis Pespect,
It is not understood thut the British Govermment
has braught adout sny ouch wderstunding, nor, in
faoh, 1s 1% undeseteod that nglish puschasers of
gottan have any definite agreement amon: bthemselves
in this segard. Adviges have resghed this sountry,
howeor, to the effect het scme of e mglich
benks bave exerted & strosg influence im restraiming
the free puruhase of cottom by Mglish cotton
movohaubs and spimmerc, and 1t is hoped thet the
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nglish bants may be induced to eusourage the
purchase of cotton within reasonnile limits,

That the usual meane of financing purchases of
ootton by 'mglish merchants amd spimmer: should
be recponmad through advomoes s:ninst cotton
wlls shrough the discount marike®.

s
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‘over 10,000,000 capital stook im gold, sud will bave received on

The £first instcllment is to be pald for the capital stook of
the Pederal Resorve Donk om Noveuber 2nd., The plan anncunced provides
for the trousfor of reserve deposits to these beanks, coumwencing with
Hovembor l6th. If the cparation is successfully concluded, the
Podersl Reserve Bk of New York, within & poriod of oix wonthe (and
possibly st the ond of three mouths) ﬂamﬂmmm

depoeit at leant $100,000,000 of tio resorves of the National Dunks ek
of ¥ow York Jtete, and possibly smoh more.
The Federal keserve iot provides thet not exceoding 507 or the
initisl roserve deposites may be made out of tho proceeds of ccmarcial
paper which the Yamss may allow the member banks to redissoumt, IS 18
MORMN;.%‘&SOQM”WNM“UGO
Fedoral Reserve Bank of New York resulting from the inmitial trunsastioue,
@5 tho smounts of discounts allowed to the member dmiks will depand,——
{1) Upon the ruete of discount established by the buuiy
(8) Upom the reto of interest prevailing in the City of
How Yoriy
(8) Somowhat upon the extent to which the New York City
Smks are required to make paymomts for accoumt of
their correspomdeuss logated in Federal feserve iMstricts and




(4) The extent to which they may deposit 5/18 of thedy
roserves, the deposit of which is cptionnl.

The Federal Reserve Benks of the United States are in the
course of ostublishment. QGalls for payment om tho capital stock heve
alveady bosn made. The ability of this bonk to fwalsh geld is & mattor
for future considerstiom, snd should mot, a% this time, be mede the

basis of smy transaction or proposal.
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wmmmumwm:mm
whon tho vislt of Sir George \eish and Basil P. Bluckett, m8q. was
£1rst proposed, ome of the subjocts to be aoneldered at the confor-
ences would be & possidle credit which would, in effect, sfford measns
for extemsion of the obligations due in Ingland by Y kers and wor-
chsnts in the United States. If it had been possible to arrenge such
a oredit by oachonge of cables ot thet time, your Comunitiee would
 have spproved of the tronssotion. It would beve supplied exchamge
% & noaent wvhon the Jemnd was urgent; and 1% wounld have iuswred us
against any serdious dyein on gold reserves for the time being, and
given $his countyy s paried for resdjustmen$ during which local com=
ditions could have bean brought to moet the extreordinary situation.

singe the dote whem tho suggestion of 2 credit wes made,
oxebange in large quentities has been supplied to the marikes, sud
confidonge hes been greatly restored by the imowledge thet the
How York City Syndicate and the Gold Fool Ucumitiees' cperations have
1% 1o stromgly of the opinion that o contimally increasing supply of
exchange 18 im prospect. The oxport of food preducts and rew and
%o wention munitions of wer) muet contimme; mille and muumfacturing
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companies are working overtime on cxviers for goods which, in waay

gases, willi not be ready for mhipment for nome mouths, snd which

vill mae & corresponding supply of esehonge. The opming of the
How York onmd Liverpool Cobtom mxohonges, coincidont with the com-
pletion of the Cottom Lomm Pool, if scoompunied by asourances Lo the
| morehamte sal spimsers of Tmglund of the willingness of the Mglish
benking commmity to finance reasonsble purchases of cotton from the
United States will aloo add to the supply of exchmge.

For this, anl other ressens thut it is not necessary %o
sleborute hore, your Committee is convimged that the adoption smnd
empluyment of any extraordimery or ummousl measures atl this time
are usnogessary, ss such sstion might, in fact, be imterproted ns sn
exprosclon of the bellef of this Commitiee that the presvnt situation
WMW.MMMWCNMOO.
bring abeut unexpectod sad possibly undecired wesujta.

It will do noted thot the foregoing relates entirely to the
oommeroial situstion. Ko account hes beoem teken of the posaidle
opening of tho Hew York Stock Mxechmmge, mnd the sdditiomal demnnds
that might arise if any oconsiderable amount of "mglish owmed imericen
ssourities wore roseld im this countey,  Your Committee is firmly
of the opindom tiat 4% is premature to disoues the cpeming of the
How Tork Stock Ixshange until the adjustmmt of the comsorcial situation
hes beem demunstrated. In the meantime, however, und, with a view
%0 Shis step, it i¢ recommsended that & Comalttes from the New York
Stock Dxolumge be appointed, whish Committee should visit London for
conforence with & like Coumitteo from the Lomdom S%ock ixchange, amd
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for a careful study of the situation there. A temtative arrangement
for a large sterling oredit, predicated on the wnderstanding that ite
repayment will not be made in gold, but in commodities and manufactured
goods, would make it possible %o cousider the opening of the Steek
Sxchenge sooner tham 1t would othorwise be safe to do, should other.
- gonditioms permit. As this step 1s recognized te be a desiradble one
from the point of view of both countries, s present discussion of the
form of such & oredit snd a tentative agreement as to its terms, at
this time, would be bemeficial. A memorendws supplemental hereto,
outlining a plan discussed with 5ir George Paish snd Basil P.
Blackatt, Zsq., is attached.

ak
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ElGaTE  (Supplement):

Comditioned upon the understending suggested irn memorandum
niighth,” a_nﬁviﬁavzn‘hulum in meebing conditions which
may arise through excessive sales of imerican securities held im
Earope, the following has been btentatively discussed with Sir George
Paish and Dasll P. Blackett, Dsqe:

That s revolving sterling credit of, say, 320,000,000,
shall be granted by or through the Bamk of Inmgland, or other British
tankers, on the following plan:

(1) The eredit to be availadle as a supplement to ang enly
after the $100,000,000 Gold Fund hus been shipped, in order
te avold further gold shipment.

(2) Drafts at 90 days, with oune sgreed renewal, om an acceptor,
or acesptors, to bs desigmated by the grantors. .

{8) Drafte to be forwarded direct to England for disecount under
an agreed arrangement, and demand or cables to be sold against
them. |

{4) Drafts to be drawn by the Gold Fund Committes, or & new
coumitiee representing guarantors, consisting of banks, trust
companies and banking firms in the United States ascepitable
to grantor.

(5) Procesds of sales of exchange $¢ be loaned upen security of
approved bonds and stogks &s collateral, with the obligations
of borrowers, who are satisfactory to the guarantors, to main-
taln a margin of not less than twenty per cont. (20%) of the
face valwe of the loan.

Digitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis




-
‘uth, (Supplement) ;
8=

(6) Drafte to Le drawn only as rogquired %o supply exchange
to take the place of gold remitlances.

(7) mafts to be covered at msturity im the usual way if ox-
ohange ocan be purchesed ad or below the cost of exporting
gold.

(e} If exehu go csnmot be purchased =o above, anl payment of
the bills would require the export of gold, further 90 day
renewals to be gronted, provided that, in the opluiom of
the Yeder.l Recorve Board, & further loss of gold would be

detrimental to our finsccial situstion.
(s) The grintors of the oredit to e entitled, after the first

renowsl, to require payment, in whole or im part, ia Now York
exChange . sweh dollar balsnces, however, to be used only
in the purchase of /merican produsts.
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Honorsble (harles s Hamlin, Governor,
mmmm

R
Grant 1 amen 1=

On Friday, October 28rd, st & confarence sslled by the
Secratary of the Treasury, st whleh were present the jeoretary of
the Treasury, the members of the Fedorsl Reserve Bowrd, the Comp-
troller of the urrenoy, Sir George Paish, Basil . Blaokett, Haqe,
end a committes of bawkers, the wndersigned were appointed a comulttes
to prepere s report snd memorands sovering the varions subjegts dis~
oussed ot the conferences

After oaroful oomsiderstion, your commit¥ee subaits herewith
its report in the form of & proposed lettoer to Sir George “alsh and
Basil ¥, Blaokett, Hsq., representing the (hansellor of the Sritish
Zxohequers Attsched to this letter ave the various memorands mentioned,
all of vhich are sbmitted for your information and &e vhe best Judg-
meat of the cosmittes on the subjects dlsoussed, as emumerated in the
proposed letters |

The plan forming supplement %o meworandwn "Elghth® hevewlth,
we belleve briefly expresses what wes disguesed at owr last conforence
in vashington, which was attended by 3ir George Paish snd Nr.3lackette
It eubodies the best Judgment of the members of the sub-gomities, tub
'mmwnm sonference with New Yark bunkers, whose
ao-opersiion and apyrovel are essential to he mocess of ny such
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Hone Qo 9¢ Hamline - - Foved, 1514,

wndertaking, The members of the comsittes thersfore respoctfully
suggont that It would be harmful to the sucoass of the plan were it
%0 becous public befere thooe whe would be interested in New York
(and equally those in Lendon) have besn given opportunity to comelder
it, Ve awalt & further cxpression of yoor views in this rogard
before taking auy steps to ascerteln the attitude of the bamkers of
Hew Yorke

Respestfully yours,
(5g8s) Benje Strong, Jre
for the Committes.

igitized for FRASER
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis - s 0 A



Hoveubor 2, 1914.

Sir Georgs ?sish,

Basil 7. Blackett, Haqe,
Representatives of the Chansellor of the Aritish
oy e

Gont lomen s~

A% & gonference In Fashington, eomvensd by the Honorable
¥illiam G. Neidoo, Seeretary of the Tressury of the United States,
which was attended by the members of the Federsl Reserve Hoard of the

United Jtates, und representatives of benking inberssts of this countrey,

the undersigned were arpointed s Cemaittes, representing tho benking

interests, to sonfor with you in order that, aftor exohanging views as

%o flmnoisl conditions memmmmmm

by the wer in Swrope, they could submit to you memerands outlinging the

sonditions disoussod, and pessibly consider snd submit to youw, for
transmiselon to fngland, suoh propossls as, in ouwr jndgoent, would be
$0 the mitual advantage of the business interests of both sountries.
mbgnmmmnmmm-mm
and upon faste that have developed in recent conferences in FNew York
and elsewhere, and upen our genaral imowledge of the losal situabion,
combined with information in owmr posmession regarding the situstion ia
ingland, we submit the following explanatory memomnds. Because of

the inherent eoonomic differences betwosn ‘ngland's position and that

of the United States, end the differances between banking systems and

bemking methods in youwr sowstry and owrs, this meuerandws is necesssrily
alaborate, tut 1t will, we trust, afford you a full comprohension of the
situstion.

ixehaquer
Treasury
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Sir Georen Palsh
i

IIRED: A statemout of the position of the New York banks on
ignss 1at, and thereafter, of the ressons why 1% was
doomod desirable for the banks to issue Clsaring House
sarsifioaten, and to apoly for Aldrich-Vreeoland emrrenayy
inoluding & statement, as of iugust lsk, of the members of
the Clearing Howse issoalabione

GHOOMDs A statemsut of gold shipments made yelor to the wonth
of iugnst in payment of obligations, sn estimate of the
probable additionsl indebtedness of imerican merohants,
banks, and corporations %o Surope on or sbout Heptamber
12th last, and o statement of vhe oountry's export balunces
for iugust, Sepbember, mui Oatober (estimated) 1914+

IEiED: 4 statement explaining the ressons why the nottlement of
intornations] balanoss novessarily falls upon the banks of
How York City and not of the somnbey at large, and vhy a
woslening of the New York Olty bemke, through depletion of
mm,anmm.wumm-umnm
of coufidence and ourtsilment of eredit throughout the
coumtrye. ,

EQRIH: 4 stetemout respesting the syndisate farmed to guarantes
the paymomt of about $80,0004000+ of gold to mest the dobb
of Wew York Olty, Gue in London (and Paris) up to Junuary
1, 1918 |

HIEGs A statement of the moosssity for snd the oreation of the
mmwm.-mammmmm'm
oampleted, its method of operstion, the cxpanses thersof, sud
the risk of loss inourred by the partleipants; ineldemtally
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Sir Seorge Peish L -
& momorandum with recard %0 the price paid b the hamk of
England for imericsn Zagles deliversd at Ottews, and cortain
questions on vhich the “Jold Fand Committee” desives information,
having %o 4o with the price sllowed by the Bank of England "
for gold delivered in Ottawa.

BLE: A stateseub of the object and the terms and conditions of
the s0-called "Cottom Loan Pool” of (135,000,000, and of the
nothod by which the eotton orep end ite moversat t0 mmdcet As
ftnsnced, with oortaln suggontions.

CEVEATHE 4 statoment in respect of the Pedeval feserve Bank of Hew
York now in course of orgmirstion, and 1ts bearing on the
mubtar under discussion.

EIGHTHs A statemont in voepest of & poasible aredit of #20,000,000,
the Committee's opinion in regerd thereto, snd & sugrested
plon whioh might be adopbted at a later dato.

|

These statements are submitted for conslderation and disousd om
and ave put forward for the Intormation of the conference as an expres—
sion of the bellef and opiuion of the Comuittees

A% the gemersl confersmee botwoen the Honorable the Searetary
MtMM.“WWWQMM%}MM‘M
ropresenting the bamcers of the Unlted Stetes, b vhioh this Committes
was appointed, with the information then at hand, it was expeated that
this Comaittee, after conference with you, and & careful canvass of the
finaneial situstions in mgland and in the United Ztates, would have
soms apecific proposale to subnit for the concideration of the Xnplish
Government, or of the finmmoisl Interests in Englands

with the New York City Gold fyndisste snd the Gold Poel
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§ir Gcorze paish
*

funds aggregating $160,000,000 (only a small smownt of which has 88 ye%
veon avalled of), and with the sompletion of the Cotton Fool lLoan
ayndloste, sll in thie cowstry, snd with the expected early conclusion
of arremgemente te recpen the New York Cotbon Exchange, with full pro-
teotion to ite menbers as to exlsting conmtrscts, and with the srrengements
made by the English Government to dissount pre~morstorium seooptances of
wunmmmmms.mnmm-w
ties te post-moratorium business, and the reeultent facilities offered
for new seeepbance business in Zendon, this Oommithe is of the opinion
that the only additionsl step necessary at the present time %o adjust
the internationzl commereial eitustion snd emable henkers, cerporations,
and business Pirme of ¥he United States to meet obligetions as they mature
a% normal rates of exqhango, is an wnderstaniing thet the mew free purehase
of asmericsn eottom by Dnglish splaners asd merchents shall be encouraged
by the bankers and govermment suthorities of Ungland, and that ar-engements
should be sromptly made to open the usunl channols for advances ageinst
cotton or “or the discount of cotton aceepbtance billse

The Cotton Loan Pool 1s estimated to provide funds to enable the
bamks and movohants of the South to curry over four million bales of
votton until Pehrusry 1, 1916s Tho best export oplnions estimate the
exoess over the conswaptlon at pot ever five million bales. This Committee
is of the opinioa that the rresent low rrice, boing considerdd ly under the
cost of produstion, will tend to induor cotton merohante snd spizmers of
Amerios snd furepe to buy somewhat in exoess of thelr needs, and that this
inducerent will result in the abserption of sonsiderably more cotton than
the avount generally ostimateds
Digitized for FRASER Ho separate statement has beem made in regard %o the intermational
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Gir George reigh
e

ssourity markets, or to the opeming of the Hew York or London Stook
Ixohanges. The measures above enumerated we belisve are sdeqmate and
will eventually sorrect the International sommercial situation, but would
be entirely inadequate should sny considerable volume of securitics be
thrown wpon this mariet on the opening of the New York Stook ixchangse
Until, therefore, the cemrerefal sitoation has been sdjusted, and the
exchangee have turncd im our fevor, any 4lscussion bearing ou the opsaing
of the Jew York Ztock Exehange to & free and wnrestricted market for
imericam securitics ovned sbrosd rould be prematures

Heospestfully yours,

(8gds ) Jamee Browm,
Benje Gbrong, JPey
ha ils Viggine
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First.

At oonfarence of Wew York bankers held immedistely prier
%0 the devlarstion of way by fngland, opinions vere wnsnimous thet the
banidlng position ia this country weuld shortly develop aleng - lines

elzller So those experiesced in the fall of 1907. Up to the time of
these conferences gold %o the umount of sbowk $180,000,0500, had been

emportad fram the country snd 1% wom fesred thet, In wdditden to She -
contrastion of oredit resuliing from this large less of gold reserves, o
farther cad larger tontreotion would be imposed wpon the Hew York bumks
by rosson of the withdrawal of funds by banks thromghout the Sommtry
who might bo iaspired through fear to strengthen ‘halr position

by iserecsing their reserves, in 1807, after the crisis of the

penic had pesssd (on December ud), the reporte of the vstions) Bmke b0
the Compireller of the Carrensy indlested that eves «t thst time, country
bonks, as distinguished from the heserve City .od Uentrul

Uesarve Olty Bemks, still held exoess cush roserves of 145,000,000

and it 5met be borne in mind thet this lewwes out of seneiderstion

tho scowmlstien of veservee doubtless mids by sbout 164000 stute

bouka, as to which flgures have not beon compiled. In order to peet

the strain imposad by this probaile developwent, sumrm:aimm
Youse ‘ssoclstion decided vo lssus Clesring fouse loan sertific.tes

for the settlement of elesring bulinees between membera, snd the
Sesrelary of the Tressury smmounded his lntention of lssulng 1driohe
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it
Yreacland notes, &s suthorined by éxieting law, Those uewsures
affordsd proteetion ve the Buaks of the Sity of Sew York, both
fatiounl wnd Utabe, snd sasbled tham t0 Petefn sboat $340,000,000
@old roserves which thay holé et thay tlume,

Of these gold reswmrves, OO, 000, wus shortly pledged for
the puyment of the dedt of the Uity of New Yowk, snd, of thet .mouat,
about B60,000,000. ia ssill to be furalshed, less such anount o 18
farniched in exohengs, OF wbout §20,000,000, alresdy pald, §Lb,0004000,
hap been by shipmeat of gold smd $8,000,000, by purohase of exebsnge,

Of the §1004000,000, contrituted to the gold pool, $4B,000,000,
wss pledged by the banke of Hew York City, of which $31,860,000, has now
© bsen oslled. $26,180,000. has therefore been taken to dsbe, lewving
393,760,000, et1ll to be furnished ow: of prepent New York Clty bemk
reserves, it the prasent time the Oleoring Nouse banke show o smell
excess sesh yesarve, “ham these obligmtions wore subered imte, the
Hew York bonks wore from §154000,000, %o $40,000,000. wader thelr legal
TOBOYVE. .

“hon the Pedarcl Neserve Mk of lew York is orgamimed, it
ie estimuted that o total of sbout $120,000,000, will bo withdrawm from
nnxmmnmmzmnm—quuuAmmh
for thelr osn seoounts snd for these of thelr cut-of-town corrospondents,
simltsnecusly, the ressrve regairessnts will be redused from 250 So
185, snd 1% in estiratod thot, after meking thome payments of
£108,000 4000, the reduation of reserve ro-uireseats vill le.ve exdess
voserven in the vaulks of the ¥ation:l L.akes of Hew York Uity ageregsting
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sboub $60,000,000, If this caloulstion 18 correct, »e mmt consider
the resuls of the completion of the thrae operstions referred to,
nemely, the withdrawsl of the ewmtiro smewt of gold which way be cslled
for on sccomt of the Oity of New York snd the Gold Fund, amd the
poymonts and reserve reductions resulting from the organizetion of
the Federsl Resarve Bami, The total yuyments t0 be mde, aggregsting
about 08,780,000+, will be partislly offset by the $60,000,0004 geiwed
in resorves, dus %o reduction of reserve requirements, lesving the
New York institutions poasibly $35,000,000. to $40,000,000. below the
roguired legsl resorve, The umount of deficiency in reserve may, by
the terms of the Pedersl Reserve Act, be further offset 1f moxbor banks
ore allovel sud avall of the privilese of rediscounting commercisl
paper, st the time of opsulng of the Vadersl Reserve Bauk,
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Statement of the Members of the New York Clearing House Association

From Reports as required under Artiole III of the Constitntion.
For Week ending Saturday, August 1, 1914.

OANS AND G On Deposit with LEGAL
NoS. MEMBERS. CAPITAL | *NET PROFITS| DISCOUNTS reilod TENDERS (Clearing Houso | NET DEPOSITS cm::x;:gon NoS.
Average. i Average 259 M"n,.""mm‘. Average
1 | Bank of New York N. B. A... $2,000,000 $4,346,800 $22,317,000 $4,224.000 1, 278.600) [ '+ cmeisdinmale s $20,668,000 $772,000 I
2 | Bank of the Manhattan Co.... 2,050,000 4,719,900 36,130,000 9,482,000 TU8AT 000 s sisesaben 41,900,000 2
3 | Merchants’ National Bank..... 2,000,000 2,697,700 20,489,000 4,254,000 Tl G [ ceesonato: 21,158,000 1,888,000 3
4| Mech. & Metals Nat. Bank.... 6,000,000 8,874,600 80,745,000 15,416,000 £,882,000/| ' osvemenanine 85,528,000 4930,000| 4
6| Bank of America...coceceocces 1,500,000 6,186,600 26,538,000 5,052,000 1,740,000 | secnecrioncs 26,499,000
8 | National City Bank...eceooee. 25,000,000 32,916,900 198,630,000 42 089,000 13,252,000]|  »biinisiaiaes « sls 196,234,000 3,679,000 8
12 | Chemical National Bank...... 3,000,000 7,755,000 28,644,000 4,357,000 2,218,000]| s sisareiss s 24,790,000 397,000 | 12
13 | Merchants’ Exch. Nat. Bank.. 1,000,000 761,800 8,954,000 2,115,000 205,000 ebionolotsisiils 8,858,000 475,000 [ 13
15 | Nat. Butchers & Drovers Bk.. 300,000 111,100 1,973,000 516,000 EF,000 [ nemssivs suios 2,171,000 48,000 | 15
17 | Greenwich Bank ......... aters 500,000 1,070,100 9,649,000 2,520,000 205,000/ 1 : wsbseensess 10,822,000 17
21 | American Exch. Nat, Bank.... 5,000,000 4,693,300 47,846,000 10,217,000 LIGE2I000)|| +leieis o/ bsh voch 47,890,000 3,883,000 | 21
23 | National Bank of Commerce.. 25,000,000 16,690,600 140,272,000 21,903,000 ELa3T:000)| 1|+ Timilents oo 117,971,000 7,912,000 zg
28 | Pacific Bank ....cccvee.s 500,000 1,009,800 4,871,000 728,000 810,000, W asiaisie:Talais slottls 4,927,000 L
30 | Chatham & Phenix Nat'l Bk... 2,250,000 1,357,900 21,247,000 3,606,000 1,579,000 [ seseancionse. 21,852,000 1,173,000 | 30
31| People’s Bank ...c.cccevececss 200,000 435,800 1,967,000 409,000 £45,000 1| "oinair ~eictots o= 2,313,000 31
33 | Hanover National Bank....... 3,000,000 15,054,800 77,634,000 21,082,000 BURSZO00/|I clesiterseles os 88,412,000 50,000 32
36 | Citizen’s Central Nat. Bank... 2,550,000 2,371,200 22,339,000 5,111,000 BIL GO0 o giemses e 21,819,000 1,531,000 | 36
42 | Market & Fulton Nat. Bank... 1,000,000 1,948, 100 9,221,000 1,498,000 984,000,] \+-smsusris s o 9,257,000 56,000 | 42
44 | Metropolitan Bank ....c.cc0es 2,000,000 1,779,400 11,717,000 2,603,000 312,000)[ swemtaseanas 11,595,000 44
45 | Corn Exchange Bank......... 3,500,000 6,916,000 63,823,000 15,850,000 3,265,000 |4 = =esiaim e sioh 75,814,000 45
53 | Importers & Traders’ Nat. Bk. 1,500,000 7,676,000 26,591,000 3,759,000 2,387,000 | seeeriiinn. 24,077,000 50,000 | 53
g4 | National Park Bank.......... 5,000,000 14,344,700 90,034,000 19,503,000 BUEATO00! | clenisiaraale § 5oy 91,241,000 3,497,000 | 54
tg | East River National Bank..... 250,000 65,200 1,561,000 452,000 Y67, 000 | R e e s e e 1,766,000 49,000 | 59
63 | Second National Bank........ 1,000,000 2,870,500 13,867,000 3,102 000 133000|| | Tasienleisnts ol 12,625,000 669,000 23
65 | First National Bank..... 10,000,000 23,177,700 115 527,000 25,158,000 2,750,000 |1 s v e mimtelels 106,457,000 4,936,000 5.
67 | Irving National Bank......... 4,000,000 3,468,600 45,247,000 9,082,000 3,063,000 | seeeeenns o ] 48,208,000 1,579,000 | 67
70| Bowery Bank .......... 250,000 789,000 3,163,000 786,000 T GO0 I N et 3,403,000 79
71 | N. Y. County Nat. Bank. . 500,000 1,916,800 8,667,000 1,536,000 68, GO0][1 isrers elsraratsluials 9,127,000 197,000 | 71
7z | German-American Bank ...... 750,000 | 706,200 4 215,000 979,000 212, 000\| | <eresinie sies o5 4,180,000 72
74 Chase National Bank. eseesese 5,000,000 91645v700 102,020,000 231462;000 5,460.000 ------------ 115,201,000 446’000 74
76 | Fifth Avenue Bank...... 100,000 2,091,600 12,928,000 2,610,000 11862,0001| - Sl ot 14,425,000 76
77 | German Exchange Bank..... 200,000 803,800 3,219 000 509,000 B TL000)| (L aisaisternlosslels 3,481,000 7%
78 | Germania Bank ........ 200.000 1.000, 300 4,901,000 1,137,000 231000 |[ae e he mietaiets 5,582,000 2730
8o | Lincoln National Bank........ 1,000,000 1,789,800 15,027,000 2,963,000 T; 160,000 [N <faimeiatoied o o ala 15,522,000 877,000
81 | Garfield National Bank........ 1,000,000 1,290,100 9,293,000 2,332,000 142,000 wedizism i 9,586,000 343,000 | 81
82 | Fifth National Bank......ccc.. 250,000 505,000 3,998,000 779,000 ZAA OO0 | oozt 53 4,241,000 245,000 gz
83| Bank of the Metropolis...... 1,000,000 2,089,900 12,968,000 2,120,000 026,000 | esneciennns 12,784,000 83
84 | West Side Bank...cceeress 200,000 759,700 3,761,000 706,000 E2G1000) |8 tore s e lersie s tdls 4,752,000 84
85 | Seaboard National Bank...... 1,000,000 2,598,500 25,099,000 5,950,000 T, JRZ,000|[F simeniase sve 5 29,267,000 346,000 5
o1 | Liberty National Bank..... 1,000,000 2,844,800 24,400,000 5,218,000 T, 4335000 |\ sissslorn s alsleln 26,680,000 495,000 | 91
9z | N. Y. Produce Exch. Bank.... 1,000,000 928,300 9,317,000 2,271,000 666,000 Heue s deret . 10,795,000 92
96 | State Bank ......... 11,500,000 750,700 19,134,000 5,891,000 3007000|| rek s sfolole 24,115,000 9
97 | Security Bank .....iesececnes 1,000,000 345,500 10,832,000 1,880,000 1,276)000]||  «vnann i siee 12,753,000 97
99 | Coal and Iron Nat1 Bank. .. 1,000,000 604,800 6,981,000 1,083,000 BYBIO00!| . sieiieiermas oo 6,987,000 394,000 | 99
100 | Union Exch. National Bank. . 1,000,000 1,008,000 10,017,000 2,145,000 350J000| eieamiewies s 10, 125,000 394,000 | I00
118 | Nassau Nat’l Bk, Brooklyn... 1,000,000 1,121,700 7,927,000 1,430,000 TB0,000| -ioialesola iaeisle 6,720,000 267,000 | 118
10z | Brooklyn Trust Co.eesevennene 1,500,000 3,706,700 26,451,000 2,193,000 939,000 2,696,000 20,788,000 0e
103 | Bankers Trust CO.vvuuvecones 10,000,000 13,065,500 126,045,000 14,824,000 375,000 11,028,000 102,559,000 103
104 W, S, Mortg e & Trust Co.. 2,000,000 4,211,400 36,838,000 3,432,000 785,000 7,156,000 28’179‘000 208
105 | Astor Trust g ......... s 1,250,000 1,201,300 21,422,000 2,097,000 108,000 1,576,000 15,590,000 '32
106 | Title Guarantee & Trust Co.. 5,000,000 11,614,000 33,045,000 2,618,000 490,000 2,322,000 20,843,000 I
107 | Guaranty Trust Co..uueennnnn 10,000,000 21,222,100 187,702,000 18,729,000 1,140,000 17,988,000 | ~ 141,517,000 ’°g
108 | Fidelity Trust Co...eveeess : 1,000,000 1,307,900 7,534,000 842.000 46,000 981,000 15;900,000 10
110 | Lawyers Title Ins. & T. CO . 4,000,000 5,388,900 15,877,000 1,218,000 613,000 1,388,000 11,883,000 139
111 | Columbia Trust Coi,. -uwwiea.. 2,000,000 7,348,300 48,628,000 5,501,000 280,000 4,448,000 38,688,000 111
113 | Peoples Trust O B O O 0 1,000,000 1,566,800 16,360,000 1,839,000 376,000 2,251,000 15,156,000 113
114 | New York Trust Co.....c.u.. 3,000,000 11,545,300 45,951,000 3,946,000 527,000 3,338,000 29,554,000 4
115 | Franklin Trust Co.....coevne. 1,000,000 1,165,500 10,708,000 997,000 129,000 1,042,000 7r541,000 ”2
116 | Eincoln Trust iCou wieessesss 1,000,000 555,700 9,901,000 1,049,000 223,000 1,016,000 8,669,000 2
117 | Metropolitan Trust Co........ 2,000,000 5,892,600 29,899,000 2,746,000 250,000 2,223,000 20,436,000 27
”; Broadway Trust Co...... e 1,500,000 848,500 14,129,000 1,384,000 602,000 1,642,000 13,940,000 319
Totals, National Banks ....... 112,600,000 1. ,907, 700
T State Banks ... ..o, .. 16,450,000 ;g,gBZ,goo 1,423, 700,000 299,965,000 74,081,000 1,454,5%78,000 41,578,000
“  Trust Companies ..... 46,250,000 90,640,500 630,490,000 63,415,000 6,973,000 61,095,000 | 481,243,000
a‘:tﬁlf’o%lli Slﬁ?,obf&s' seseseenae 175,300,000 [ 296,930,800 | 2,056,190,000 | 363,380,000 81,054,000 61,095,000 | 1,935,821,000 41,578,000
:; gt:ttx:ne:}“rg:cl;o;"ml4 Decrease Decrease Decrease Decrease Decrease Decrease
15 Trust go’l. June 30, 1914.
$As of July 18, 1914. 2,286,000 21,692,000 451,000 3,677,000 21,394,000 163,000
Banks: Cash Reserve in Vault, $374,046,000 Cash Reserve Required, (25%) $363,644,500 Excess, $10,401,500 Decrease, $13,430,250
Trust Co’s: ' s L 70,388,000 L L s (15%) 72,186,450 Deficit, 1,798,450 Decrease, 3,094,550
Aggregate .......cicciiinin, $444,434,000 $435,830,950 Excess, $ 8,603,050 Decrease, $16,524,800

Trust Companies’ Reserves with Clearing House Members, $61,095,000

Decrease, $3,677,000

Actual figures this morning:
Totals, Nat. and State Banks 1,423,407,000 272,752,000 71,646,000 1,422,749,000 41,737,000
Trust Companies 635,348,000 60,137,000 7,045 000 56,547,000 488,790,000
Totals, all members ... 2,058,755,000 332,889,000 78,691,000 56,547,000 | 1,911,539,000 41,737,000
Increase Decrease Decrease Decrease Decrease Increase
1,182,000 53,065,000 3,234,000 10,692,000 46,776,000 3,000
Banks : Cash Reserve in Vault, $344,398,000 Cash Reserve Required, (25%) $355,687,250 Deficit, $11,289,2350 Decrease, $35,004,250
Trust Co’s: LA ot 67,182,000 { $ L (15%) 73,318,500 Deficit, 6,136,500 Decrease, 8,595,250
AQRTegAte. .. .vvvvnrnroncnnenn $411,580,000 $429,005,750 Deficit, $17,425,750 Decrease, $43,599,500

Trust Companies’ Reserves with Clearing House Members, $56,547,000

Decrease, $10,692,000

Clearings for Week ending Angust 1, 1914,

.

Clearings this Day
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July 25, 1914,
August 1, 1914,

$1,838,183,016.11
1,588,913,808 47
296,815,972.90

Balances for Week ending August 1, 1914,

Balances this Day

July 25, 1914,
August 1, 1914,

$109,601,810.65
95,095,253.82
23,383,391.37
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in exact statement of the shipmemts of gold during the first
soven momths of 1914, snd of its destination, would requnire consider
able investigetion, which time does mot permit. In gemersl, it may be
sald thet in that peried the bemks of the City of New York sxported, in
rond figures, $100,000,000. of gold, largely in Isgles, the prineipel
smount having beem takem by the Iaxk of Fromce, wad, indirestly, by
the lieichshanks. The imducements offered by those institutions to
attract gold in settlement of internstions]l balamness were mmderstood
in this comntry to have deprived the lsnk of Tngland of the opportumity
| affordsd at that tiwe to stremgthen ite gold holdings, snd undoudtedly
was ooccasiomed by the willingness of the Fnglish mariet to comtimme to
e:tend ascommodation to its customers in the United States in the
seuustomed volume. It is possille that the occourremces of the pest
fow months in internctional exchange my be explained by the faet thad
Framee and Geymeny did mot remew curremt .mericsn indebtedness as freely
a8 the Dnglish market dids Inwetigstion conduoted by o speciel som-
emittea sppointed at the request of the Jederal leserve Soard in the lstter
part of September diselosed the faot thet, s of September 12th, the total
ngeortainable ourrent internation:l dedt maturing between that date and
Jmuary 1, 1915, smounted to about $450,000,000, The items imvestigated
ineluded benk balanoes, meturing seowri tics, intorest and dividend
m,mm&mmmmm,
securit ics sold. As to some of these sccounis, estimates were necessary,
and it is recognized thst informstiom of this charsster is inucourate
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end lishle to be mislesding. mmmmmuuw
$150,000,000, leaving the net indebitodness ss of thet date matwring 'w
mammhmmmmmmuw
Gernmany, Camads, sud, to sene oxtent, other Europesn countries. The
emounts maturing were about equally proportionsd over the fall yeried
of the years It should be understeod that s considerable portion of the
mmmmummmnmhum;ﬁ-g
Octolsr 1t and Jemmiry 1st, wes ereated in amticips tion of the purdiase
of cotton bills, which have alwsys been comsii eved sssh im the lLomien
mirkete

So further dste has been obtaimed in commection with the presenmt
smount of the ourremt inmtern:tionsl indebtodness, but opinions esked of
benkers comversant with this matter would probebly justify the belws £
that over one-helf of the met indebtedness hus beem peid at the pressnt
timo,

The foreign trede, oxclusive of gold and silver shiypments, was
hmmuﬁmmmmummmum
favor in Soptember, and will produbly e (60,000,000, in its faver for
October, Last yesr, and inm 1912, for these months, the balances in
faver of the Umited Ztates were;

47,000,0004

October 775000,0004 139,000,000
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- The intomationad escianges refleeted fonrw of the offeet of

tho outhewsic of Wd, by the MMBOY puxt of July, smd oven before Aughst
drd Ghere devalopsd In /m¥ios an Lraletest Gesand for encheng to meb
mburing obilgtions to Rurgpe. The declsratien of wer, asl the
susjension of shiplng frellitien, copel saoh s luterrapbion of the
‘merlesn ssport tinde ue %o fengerosly reduce the mupply of cuDhEOgDe
The following eSabessn® i sate ok sow lomghh AN cwier thut the
position fwmm by e New York bamim with respesh to gold exporte nay
Ye better anlerstoods

Xuomt 60 of the foreigm oowwYen of the tlantle speboard
passes through the Part of Few Yorke 1B ie Sin lavgest sfecturisg
i Winidng conber 4n v Tmdted “tetem, md 4o b8 mrhES whome She
qaotation for farvdgn esohangs 18 tedo, amd whave fove!gn bills swe
seoedlsd for ranittmos to Durape Yor colleotion or diseasat. Theye i
uo ity In %o Usdted “Gutes wilch oan ooE0 & HUOSNLION YOI GIOMANM,
without & capbetion fwom few Yorie The burden imposed upom tiv Teserves
of tim banke of Now York, whan the gold moveront s sdverss in both the
foreign o7 doWEMD eWGHaEIN, M08 ob times Wwider our old bmvdng symhen,
SYOVOA 50 bo oo heavy for tho banka §0 owrry wAtheut eulorlng ceROWEY
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wiilon, hosever, cdfowied uo lid S0 the roet of tbe ocomntuye lhe New
Torn brevu in 1907 mmrendad fyos sidpwet of curronay %o thelr gorro-
scondenbie, fad the lumdlste reral’ sae o msuiamn predua of $-1/27 on
both carrenoy ~ad olde

ROApt Bee of AN esEpency uenay widoh wie soseptabls So the peaple
of the eomitays “HtiAn & fow doys sftor uguet Snd, the New Tork buske
wers cble to Drecly sagply thelr corvesjondesde with surremsy, sod o B0
st stnoe et dubey hos Shere bess o presdan on either gold or currenoy
in thds commbry mor, in foot, hae Yew Yoru aschonge in otier yorts of

the sovatey inddosted distwed of Ww ohility of %o Nov Tork bake S

not bekng wredloble for the sotblowmus of Lutermationd bulsmoes, wid 1%
heving bess impossiBle for tho buni to ohip @old to Burops, london
explangs resohed o medun emivalent to » very considercdle precius oo
oolde Fod thie situstlon coourred in our dometic eNOLowEs, distrest
of the ahility of the Yow York bawes %o moet thalr comiboonbe sk the
dovenls of thelr depositora migid have seisen «ab with sorfions oonoe=
e TOnGoR asahuogme S tiw first violemt riee o o mexlaes of
seven dollovs for asble twunsfers, gemduwslly reaoted wbll » Fairly level
prioe wie established, in the nsighborhood of five Gollape %o the pownd,
with flurbusiions withdn s yenge of sdout Sive conte oither wye IB
sored thoee emsbonge b this Jevel would neve asnsed o laxge erport of
gold, the burden of which wald have fallen not only upon Bhw denks oF
Sow York Gity, dut indeed wen tho sowpersbively few leage henks which
ares enckengs oF wWileh e vy tho soscumbe of prlvete Sipvs which drw
evobange, Bt whloh 4o 1ot Shewelves cwTy SOl YeseIvOss b tho
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sugpestion of $ho Federel Rosarve Board, o comdtbes of bamwrs formaluted
a plan for assenbling $106,0004000 of gold for export, in order 0 maks
esohange and o thereby dietridute the burden arong iustitmtions all ove®
the United “betes instesd of imposing it upon a few of the bdanks of New
York Citye Tho barim of Fow York City pledged $45,000,000 of the auounte
Tais §100,000,000 wos in addition to the 00,000,000 pledged by the benks of
tho 01ty of New York for the payment of New Yark Olty obligstions naburing
1n Burope during te balame of tiis yesrs The nocossdty for pusening
this oowrso, instesd of allowing o free movenent of gold, erises: ,

IIROZ: Fron the fagt that the gold reserves of the United sbates
a0 sosttered auong about twenty-give thousand netlonsl and
state banilng Lns dhtations;

SNCONDs Prom the fact thab those bexis in New York wiich might ship
04 would be mneble to recowp thelr gold reserves by calling
loans; and,

SED: From the faot thet 4t is izpossible for a bank which perte E
vith 1ts gold for export to reooup iteelf through the exohanges
£ro othor bumlm, end beosuse the prooseds of sales Of exOhIngS,
as woll ze of loms poid, axe payebie in low Yo Sunds through
the Clearing House and have since /ugust lst been settled
oithor in Closring fouse loan covbifivates or Aldxieh-Vreeland
notose
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The Clty of Bew York hus for mmiy yesrs been wathorised, hy
the temme of its Charter, to borrow money in antisipation of the pay-
ment of taxes. Vith the srowkh of the Clty, and the enomous insresse
in the tax levy, the smounts of these bovpowings hsve inoreased to
mueh an extent Shat st times the Gity is indebted to the marimt om
short loons to tho extent of §1004000,000; which losns are ordinseily
1iquidated at the tisectaxes are pald in #helfall, end, in recent years,
in both he spring and fall, as the tax levy is nov divided into semi~
snmmal payments. The movement of the ecotton evop in the fall of the
gear erdinarily furnishes such a large volume of exchange st that
season that borrowers have been adle to count with resscrable certainty
upon lower rates in the fall than in the spring, and sdvantage has beem
taken of that faot mot only by the City of New York, but hy other mmi-
cipalitien whish make similar losne to borrow large sums of momey in $he
London mexiets On mgiot S the City of New York had so borrowed &
m«mm.m..m;mmuh-mmu”
part in london. e brosidows of international exchangeimposed upon
the 0ity of New Yovk the necessity of mesting this lavgs obligstion by
the expors of gold. The Olty earries its scoounts in & large namber of
institations, both natiensl snd state, located in the Clty of Now York,
snd, under oxdinary cireumstances, would have had nodiffigulty
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in obtaining gold in Joage smovnts from those imstitutions. The com~
ditions existing eerly in Aungust, however, mude it impossible for the
City's benkers to fwrnish the smpunte of gold required, snd, hed the City
been obliged to purchase exchunge ut the rates recemtly preveiling,
the loss would have been enormows. It wee therefore determimed by the
benkers who undertook the solution of this problem to ask all the bamis
in the City to contribute o & fand of gold smounting to sbout
$60,000,000, in proportion to the ammmt of their respective gold
holdings. The comtracts emtered into between the City, the contri-

. buting bonks, cnd the Mwgers of the trenmssction (J.P. lorgem & Compexy,
and Muim, Losb & Compeny) provided for the sale of §100,000,000 of
obligations of the City maturing in ome, two und three years. The
banks which undeswrote the issues undertook to furnish the lanagers,
if required Yo do so, eighty per cent. of tho smounts of their sub=
seriptions to the syndicate in gold, having the optiom, however, of
farnishing terling axchsmge in place of gold at the rate of §4.90

o pownd. The prectically wmanimous response of the bamks of the Clty
to the call mads wpom tham, ss well sz the umiversal syproval of the
tremssction, indicstes that the bamkers were sorrect in their belief
thet & postponemtnt or defauldt in the payment of this indebtedness of
the City could mot be contempleted, and that the sonsequences would be
80 serious as to justify the pledge of gold invelved. While it iz
mmtmmcwmunmmuwmuw
indebtedness in Londom by the offer of en ismue of mew notes peyeble in
London in sterling, the City suthorities novertheless felt, no doubt
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influsnced by the pressure of public opintom, thet it was 80 the
Oity*s sdvantoge to extingnish the debt at ouse, cud svoid e
possibidity of love of o loter maburity, rethor then o sdviuce ite
poeltion end o olm thw chande of boing able S0 gub gold eix rowthe
or & yeay latewm Tho contyact so mode by the bamim of New York
rlaeed me-tiind of tholr emtire gold holdings wids? comtwect for
mnmnmmmmwmum
ittention 1o here callad to the faot that the yrivilage of fumishing
exchagige fn plasce of Geld poridts any contribusor o tius fand to evold
the lose of gold by purchesing svehange sud, thorefore, comtridmbors
%0 thin fund ave, %0 semn extent, cometitors in the mrket for the
| purehase of sheding erohanges
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Statemnt "third® largely oxplains the necessity for providing &
fund of gold by the method adopted, mnd 1t is the belief of the Comittos
mttuuuwwrmmmw.wum-mtwm
intemtion of the banks of the United Stutes to furnish the mesns to thels
customers for paying foreisn indsbtedness which the buuks of New Yark
alono, without endsngoring the situwation, were unadle to yrovides

Volwtery contributions were obtained from nutional smd state
baiks in 811 centrul roserve snd reserve cltles (52 in number), these

. ¢ities, mder the low, being required to hold 257 smd 123% cash reserves,
respectively, ss sgainst 6 in other citiss Comtributions of gold to
the fund were received from 1,494 different bamks, located in sll parts
of the United States. An amount in excess of $100,000,000. was promptly
fledged throush $ho co-oporation of the Secrotary of the Tresswry and $he
Pedoral ‘eserve Bourds Femding the payment of the first call of
§25,000,0004, uine New Tork inatitutions advanced §10,000,000. in gold
for shipment to Ottews, This emsdled the Cemsittes to promptly meet
the urgent demend for exohange, vhich was selling ut about $5,08%

The Committoe desires to cs11 sttention to the fact that the
‘,mMMMMammmmp;*mw’mnmﬁt,mm’h—"
to meot an ewergoncy snd thoreby oxert au Influgoce in bringing shout &
docline in the rote of exclanges The policy of the Cownittee hss not boen
to sell exchange freely, Ihis would cerfainly have resulted in the
sccummlotion of exohonge by debtors who desired to imsure the protection
of Mature mturing obligmtions, and, unfortumately, might nlse have
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rosulted in relossing exchimge to the coutributors 3o the fumd rrovided to
most the oblipations of the City of Now York, It was rether the policy
of the Comaltice to use the fund 0 provent an usdwe odvance in exehange
rates, but, uovertholess, to permit rates to follew fulrly normel fluctue
atlons and thereby induse Americsn cbligors to srruage for remewals in
the expeststion that the crestiom of exelsnge following & restovation of
mmmamammuvﬁmnmw&m
portion of the gold fund, This Committes, of Wilch Wo mevbers are also
mummmemumuommmmm
mnumm.ummm«mmmmnmm
lurgely sooasplishede Aftor alloving for certein large payments mede
for ncoount of the United States Gowsmment, for which the Govermmens
 refmbursed tho Gold Pund Comittes in gold, the botalasumt of the
‘mmmmwumruamumuum

m:g intscts

anunmmpmwmw
profit snd 1oss aceount of the Ueld Pusd Comitteo, and we are informed thet
'sﬁmmlaormmaimsum«nhmummmﬁ
the belief that large profits will scorue to the Gold Pund contributors,
Consideration of the following will, we trust, meke clesr the Gold Pand
Cemnittes's positions

The legel limit of tolersnce on American gold coein 18 ome~half
of one per cente Eagles furmished by the Jub-‘ressury ot Hew York will
rarely show sn abrasion excesding one-gwartor of one per conte Sagles
shipped from Western points, however, where gold colns circulete wueh more
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mm.mwmnm the Owenittee rmat flgure on

uunmmuwnm for aruslon,

Tho gold fumidid for the yur;oss of thls fud 1s teken out of
penik owvos and hold dn sufo dopostt in Mww Yok, and 18 ot held 6o @
PEFt Of the Tesirwe of $ho Uow York buukse Tho contriiutors ar oalled
upon % rein poymonts in inetel ments of S5k e fivet pegront of 257, in
anttolpesion of shich (1040004070 wos advanged by esrbain Mew York barks,
wao mado o8 eoom a0 $ho Al e corglotod, and the cxpunes of trensterring
txts fand fiom o1 pavts of tho Sowrbry wis podd oub of the fwnde Dn ovew
to ariv o the 008t of exhan, 18 1s clw mevsary to mko allowinoe

for tho intorest Guring 6 Gmring the poried when the gold

i held in shorage In Now umuwwmum
as woll as for ibraston ﬁmmmwnmam
fuse value, end old %0 the Bank of inglend ob ite bullion welves It s
tmosslble % eatimte the inteyost cost invelved In ehipsents which hewe
mot yot boon mede, Wit o caboulatlon hoe been modo es 0 tho flrst shipmeat,
with ollowmos of Literest %o Hoverber J0h, @it 1% ls Cwnd that Londan
ezohenge om e basks of this culoulebion coots the comtributors about
4edinG/de The averags pric roslised for exohinge s0ld to date will
alightly om00od de9B, wd, after muking silownoo for 4f iuterest sllowd
b the Iondon bk, & is probadle thet 1f tho accon® wes olosed ob tiw
srosant time b selling cmmhsngs sgainut bulwwes now in lonion, the
rosult would be & Joss %0 el Y contwibutors to ¥» fund, Mde e
wwumhmm*mmnm
wen made, @vl bofore $ho ontire dalenoo wso extwnstods

4% o time the Mmd wes creatod, the Ommdttes do-ired the



The $100,000,000 Gold rFund

o
co-operation of the Bank of England on two points only, pending 2 discussion
of other matters of importance which could not be then taken up by cables
First: A better understanding of the basis on which the Bank was
purchasing gold shipped to Ottawa:
Second: An arrangement for advances, without interest, upon advice
and guaranty of shipment from New York to Ottawas

AS TO THE FRIGE PAID FOR AMERICAN GOLD:

The value of the grains of gold in the BEnglish sovereign in

Anerican currency is ........................................%86656

One ounce of American gold coin contains fine gold of the
value Of ......l.....II.......I.....I.l......‘.t.......;’;le.ms

518,6046, at the rate of (4e86656, €CUALE sesecsesssssssesss’buhe S5ds
which is the value, expresscd in sterling, of one ounce of gmerican
gold coin,

This is the exact price which the Bank of England was paying
for American Ragles just prior to the outbreak of the war.

Reductions were made t0 & net price 0feeesessses6she 3ide

3de being further deducted for American Bagles shipped to

O‘ttawa.oo-.o.o.--.-.o......-. [T EEEE ER I SN IR A R NN 5&.

making the net price for Hagles delivered in OttaWaessss...s768he Fde
It has been stated to us that the reduction of Bd. was made

in order to cover the following items:
(a) 4n allowance for the cost of melting and minting:

(b) 4n allowance for the cost of transferring Bagles from
Ottawa to London.

4s to the filrst item, inguiry arises as to whether the price
vhich the Bamk of Englend is required by law to pay for bars (77she 9d.)
does not mske sllowance for the cost of coining bars into sovereigns, and
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sdditionsl nllowsnes, which is alroedy coversd in flguring the equivelent
of the bullicn valus of the gold contsined in Americsn Haglese
48 %o the second item, the question arises ss to whethor the Bank

u.uwmmm,zrmwmmmmuumuf

London, then sllow in the pries at which it resells the gold to New York
o robate of the charge which 1% hiss collected for the comversion of Hegles
into soverelgnss The ssie question will arise ss %0 4. deducted from the
price sliowed for stendard barse |

The Gold Pool Comaittes fesls $hat the deduction of Bde om Nagles snd
3ds 08 bers is not justified under the cliveumstences, bub &

ammmmummmmmmmwmm
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 Committoe's views.

A %o an arrongement for sdvances withoud interset, the re-usst
which ves mede for this accommdation st the time of the first shipment
srew out of an EHOTEONGYe m.mmxmm'rmmmL{
mm.mmmmmmwuunmmmuww-»
mtm“mpq.cmm.amwmmmmumma
eredits contirmede The necessity for sccommodstion on that aceount is
now rasseds ’

wxﬁmmmnmmmumm

anprofitable and withhub & better understending with the Bask of Eagland

s to the rate Which they will meke on Bagles exported to or fyom Oftews
the G714 Fund Committes will find 1t fmpossible to make any conslderable
shigmont of gold st ons time without risk of loss on & jortion of suoh
shipoents s ' |
The Committes desires to Y& in o position where it moy fwmish
exohange 50 10ng o8 1% muy r¥ofitebly cover with gold, bub not %o run the |
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It hos beon gemerclly estivated, snd this Comeittes believes
‘with veusomable noourcey, thet thie year's /imerican eotton crep will
somewnst exceed 15,000,000 dsles, end that the world's redused comswption
of ootton will leowe an umased bolenes of the Ameriean produst of chous
5,000,000 beless it the conference in Vashingbem, 1t weo sugpested
that the meximum credit to finsnce the eottom erop womld be rouived st
the tie when the maximmm of t he orop hed been ploked, ond the miniwwss
morreted, that 1s to say, shout Deguiber lst, at which time 1t wos suge
gested thad o eredit of (300,000,000 might be remired. This does not
tse into sooount twe faotors in the situction.

Thrat: "ho method of finsneing the growing snd
gnthering of the evep;

poonds The differemse in price botwesn thls yeor
end lzet yoar.

Ap to the wethod of finsnsing the crop, 1% may bo generally stated that
the initisl sdwinoes are mode before the erdp is plomted. They are
larpely mede to the fammers by morehants end sppply houses, mnd sye
inoteased as the work on the erop sdvances, the mershente taring o liem
on the growing ovep snd berrowing monyy from thedr banices BNy e Sl
the cottom is gethered, the last advimoo ie mede. The marneting of the
orop through the ginning end comoress eampenies and the cotben fastors.
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is a process of liquidation, end the problem confrortinmg the Sowth at
Wile seaem 5o net Whet of arranging mew credits with which to finance
the gotton erop as 2 whole, bat rather of prowiding o temporary oredit
to be employed in facilitating the liquidatiom of thet portion of the
erop which ean be merketed, by emabling banks to exbend or renew the loons
that have alresdy beon made, and thoreby sssist in fimanelng the surplus
whieh may net be rromptly marzeted. <his may be deseribed as & process
of clearing or shifting loags rather than &s @ prooess of croating new
credits. As to (he second peint; memely, the nrice, 1t is,8f course,
evident Shot with cottom sslling at six sents, those bauks which loen

on eotton cenld earry two bales this year against one bale, at twelve

cents, last ysars. _
In erder to fagilitate the yroeess of lijuidatien, which con-
templates that 10,000,000 bales will be sold and 5,000,000 diles will be
carried, & credit is in course of being arranged, amounting to
$185,000,000, to be handled by the follewing plam: 100,000,000 of the
advance 1s to Ve sacured by & Pfirst liem uponm cotton pledged at net :
exoeeding six cents & pound, middling grede. 85,000,000 is to be
seoured by & second léem om the pledged cotten, this portiom of the losn
o be provided by the bhiks of the cotteon srowing states, te whom, or
through whem, the loans will be made. A fund ameunting to three
per cent. of the asmount of the loans made ia to be set aside to cover
ehemwmﬂﬁmmummumwlmm.
The fiud is to be administered under the dire¢tion of & Committes
conslisting of members of the Wederal Reserve Brard, the business,
however, to be oonducted by sn operating semnittee, and , under its
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Ina Cotion Loag Pools
-G

management, by ]‘.oaa.l eommittees, the machinery for the appointment
of which has already been devised. This Committee believes that the
cotton loan fund will be inadequate to restore normal conditions in
the market for raw eotton, or in the cotton manufacturing industry,
unless it is supplemented by energetie measures to bring about better
facitities, both In the United States and gbroad, for marketing,
finaneing, and manufacturing cotton. Lasi year, sales of eotton
to Eurcpe furnished this country with $534,000,000, of exchange.
Anything which retards the free purchase or the free ssle of cotion,
or the restoration of stable prices for raw eotton, will also retard
the restoration of normal conditions in the international exchanges,
and work injury both in England and in the United Statese In the
opinion of this Committee, it seems desirable that the following measures
be adopted:

Firsts That the fund of $135,000,000 be completed and

its administration undertaken at once.

Segonds That the New York and Liverpool coiton exchanges
ghould be openeds Plans for opening the New York
Cotton Exchange have reached a .point where it may be
reasonably expected th#t the exchangé can opén at an
early date provided necessary co-operation is afe
forded by the Liverpool Cotton Exchange and by the
English banks, A fund has been pledged which will
enable the members of the New York Cotton Exchange.

- who dre committed for the purchase of cotton at high

prices, to margin their contracts down to 7<% cents.

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



with this rellef, eonfidenve is expressed that
they may safely opon the exchange with a ressonskle
expaotation of belng sble %o meet the market condie
tione which will arise. Co-operasion by ihe
Liverpoel Cotton Exchange on similer lince ip nece
sseary before 1% will be fessible %o open the
Hew York Cotten Exenncge.

URD: It i slse essential thas ne cuestlion as %0
eontrabend be permitsed o srise in regard 19
export cotion. THe Commiitee notes with great
satisfaction that the iﬂ“ Goverament has
already recoguised this situstion,

FounTH: Any reetraint which may have been imposed upon
nglish merchants or spimpers In the parchasze of
eption should be removed, Reference huas boen
made %o some agreement or understanding vhich we
had been advised exiete in Tngland in Shis respect.
I% is not understood that the Sritish Soverowent
has bSrought abont sny sneh understsading, nor, In
faot, fs it mderetood that Pnglish purchssers of
eotton have any definite agreement among thrmpelves
in this regards Adviecer have reached this couniry,
howaver, o the effeet that some of the English
banks have exerted s strong influence in restralning
She free purchase of entton by Pmalleh antton
merehsnts and epiuasers, snd it iz hoped that She
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Ihe Uptton Loan 3
- 5 -
Snplish bauks may be Induced So ensowrage the
purenase of oobton withdin rensenadble 1limits,.
i R THAY Wy weunl masns of fimaneing purehases of

sobboa by Ysoligh mercasnts and splmaers should
be reopsnsd throush sdvanoes soainst cotton

bills throuwh the discomnt =zariet.
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The first lnstellvent fe to be padd for the caplial stook of
the Paderal Neseorve Bank on November Znd., The plan announced provides
for the \renafer of reserve deposits o these banks, commemoing with
Hovembor l6the If the opsration e successfully concluded, the
Tedernl Roserve Bank of Now York, within o perlod of six months (and
possibly ab the end of three months) will have recelived payment for
ovar $10,000,000 sapital stoek in gold, and will have received on
deposit mt least $100,000,000 of the reserves of bthe Natiomal Banks
of How Tork State, and possibly mush more.

The federal Reserve Act provides that nobexceeding 50§ of the
initial reserve deposits may be made out of the procecds of somersial
paper whilch the banks may allew the member banks to rediscomnt. It is
therefore impossible, at this bime, to forecast the condition of the
foderal Resorve Benk of New York resulding from the initial transsobions,
a8 the amounts of discoanbts allowed te the member banks will depasd,=-

(1) Upom the rate of dlsoount established by She banicg
{2) Upon the rate of Inberest prevailing in the Olty of
Yow York,
(5) Somswhat upon the extent to whish the New York 01y
Banks are required to make payments for sceomnt of
their cerrespondents located in Pedédral mm-mmn't
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(¢) The extent to whioh they may deposit 5/18 of their
reserves, the deposit of whioh is optiomal,

The Fedaral Resarve Danks of the Unitod States mre in the
sourse of satablisaments Ozlls for peyment on the oapital stoak have
alresdy beon males The abllity of this bank to furnish gold is a matber
‘for future considoration, snd shouwld mos, ab this time, be made the
bagis of any Sransastion or proposals
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Your Committee hag been informed thet about a momth ago,
when the visit of 8ir Ceorge Paish and Basil P. Blackett, Bsq. was
firet proposed, ome of the subjecta to be considered at the confer-
ences would be a poseible credit which would, in effect, affoxd means

for extension of the obligations due in Rglend by benkers and mer-
chante in the Unjited 2tates. If it had been possible to arrenge such
a oredit by exchange of cebles 2t thet time, your Committes would
have approved of the transeotiom. It would lhave supplied exchange
at & moment when the derand wes wrgent; and it would heve insured us
sgainst any serious drain on gold reserves for the time being, and
_given this country a period for rea’ justment during which looal com~
ditions could heve been brought to meet the extrsoriinary situation.
Since the date when the suggestion of & oredit was mede,
exchange in large quentities has been supplied to the market, snd
confidence has been greatly restored by the kmowledge that the
New York 0ity Syndicste and the (old Pool Committees’ operutions have
been effective. TFrom informstion whioh your Committee hus gathered,
it is strongly of the opimion that a comtimuslly imcreasing supply of
exchonge is in prospect. The expert of food products snd rew snd
marafsotured materisle thet Burope needs in the present orisis (not
to mention mmitions of war) mist contimue; mills and memufpoturing

|
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B
companies are working overtime on orders for goods which, in meny
cases, will net he miady for shipment for some months, snd which
will make & corresponding sapply of exchenmge. The opeming of the
Hew York snd Iiverpool Cottonm Rxohanges, coincident with the com~
pletion of the Cotton Losn Pool, 1f ascocigenied by assurances to the
merchente snd spimmers of Raglend of the willingness of the 3nglish
banking commnity to finunce reassonable purohases of cotton from the
United States will also add %o the swpply of exchange.

Yor this, and other reasons that it is mot necsessry to
elaborate here, your Cormittee is convineed that the sdoption and
employment of szy extreordinary or unneusl messures st this time
are wimecessary, us sueh metiom might, in faot, be interpreted as an
exprossion of the belief of tids Committee that the present cituation
roguired such megsures, and becsmae wmsuvel measures are likely to
bring sbout unexpested snd possibly undenired results.

It will be noted that the foregoing relates emtirely to the
commercisl situption. ¥o sccount has been teken of the possible
opening of the New York Stook Ixoharge, snd the additionnl demands
that might arise if any conmiderable smownt of Bnglish owned American
securities were resold im this coimtry. Your Committes is firaly
of the opiniom that it is premature to discuss the opening of the
YWew York Stock Brohenmge until the adjustment of the commerciul situation
hes been demomstreted. In the meantime, however, and, with & view

to thie step, it is recommended that s Comittee from the New York
smmuw.mmoummmmﬂmw
conference with & like Committee from the lLondon Stock Exchenge, snd
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for o csreful study of the situstion there. A tombative arremgement
for & large sterling credit, predicsted onm the understending that its
an.mumhw,mm-mamm“mu
goods, would meke 1t poseidble to consider the opening of the Stook
Bxchange soomer then it would otherwise be sufe to do, should other
conditions permit. A8 this step is recognized to be & desirsble one
mmmmuuua:mmu.amummum
form of much & oredit and a tentative sgreemont as to its teyms, ab
this time, would be beweficisl. A memprendwn supplomemtal heveto,
M;mamummmmumu:. j
W.H-.hnﬁm

he



ERgETE _ (Swmlemcnt)

Conditioned upon the vndewstending suggosted in memorandum
“Eighth®, snd with 8 view to assistance i meeting econditioms which
nmmmmumm‘mmn
Purepe, the follewing hes beem temtatively diseussed with Sir George
Paish snd Besll P. Blockett, Esqe '

h st & vevelving sterling sredit of, say, 80,000,000,
ahall be granted by or through the Beuk of Englend, or other British
benkers, om the following plems

(1) The evedit to be aveilable ss & supplement to and enly
after the $100,000,000, Gold Mund has been shipped, in order
to aveid further gold shipmeat.

(2) Drefts at 90 days, with oms agreed renswal, on an seceptory
or aceeptorsy to bo designnted by the gramtorse

(%) Drafts to be forwarded direct to nglemd for discount wnder
an agreed srrengement, and demand or csbles to be sold sgelnst
- |

(4) Drafts to be dremm by the Gold Fund Comittee, or o new
conmittee representing guaramtors, comsisting of banks, trust
compenios snd beaking firms in the United States scoopinble
o grantors i

(5) Proceeds of sales of exchange to be loaned upen security of
mmumunummauuom

of borrowers, who are satisfactory to the gunrantors, to main-
tain o margin of not less than twamty per cent. (20f) of the
face value of the loan. '
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(6) Drafts %o be dram only as required S0 supply emchange
to take the plagce of pold remittences.

{7) Drafts t0 be covered at meturity in the wmual way if ex-
change can be purchased at or below the cost of exporting
pold.

(8)  If exchange camot be purohased as above, and peyment of
the bills would vequire the export of pold, further 90 day
renowals o be granted provided that, in the opinion of
the Federal Bpserve Bosrd, a further loss of pold would be
detri-ental to owr finmolal situation,

(9) The granmtors of the oredit o be entitled, after the first }
renowal, t0 vequire payment, in whole or in parS, in New York
exohsnge. Sach dollar balances, however, $0 be wused only
in the purchase of Americun produots.
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It st be dorme In mind thet there is o certainty as to the
wnomrt of gold which will be pedd Into the Paders) Reservae Bsak st the
commsnoenent of ite operatiem.  The cupite) payments which must be
mot within o period of from minety doys to aix momthe, in gold, total
about 10,000,000 The psymmt of reserves, sggregebing {100,000,000,
mey be mede in Mhited States notes snd sSlver certifictes. While
1% is hoped thet the banks of the Pew York Distriet will ruke & oo

" sideruble portion of their reserve yaymemts In gold, it is mevertheless
guite possible thot & large proportion will he mede in legal tender
notes, and the sdility of the Pederal Romcrve Sexk to scowmlate yold
from othor souress then the United States Tressury will therefore demond
wpons

(4] The degree of confidemce which the baxk enjoys
" fyom 1te mesbew dests, wideh now held the prineiped
gold reserves.
(B} & change in the present currency lave, resdjusting
the wrisus forms of ;pld errtificstes and legal
tonder notes 8o am to fores the withdrswal of smell

Fo trenseotion imvelvwing the present pledge of the credit of
the Federal Reserve Bank %o fNynish geld would be Justirled wntil the
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Pederal Reserve Benk (Supplemental Memo)

—2-
bank has been in operation & sufficlent lemgth of time to demonstrate
ite ability to acowmilate sufficient gold reserve to Jjustify such a

trenssction.
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November i. 1914, |

mmn;.-s.mm.

Pederal Reserve Board,

Washington, D. Ce

Gentlemen: :

On Priday, October 23rd, at a conferense called by the
mmum!mumammmmmw
the Treasury, the membars of the Federal Reserve Board, the Comp~
troller of the Currensy, Sir George Paish, Basil P. Blackett, Hsq.,
and a comuittee of bankers, the undersigned wers appointed a committee |
to prepare s report snd memoranda covering the various subjects dis- |
cussed at the conference.

After careful comsideration, your committee submits herewith !

its report in the form of & proposed letter to Jir George Paish and ;
Basil P. Dlackett, Z9q., representing the Ghamcellor of the British |
xzehequers Muwwanmmmmm&t
all of which are submitted for your information end as the best judg-
m«w,umm,pmn:mum.umgnm
proposed letter. '
mmmmmnmmmmn,
we beliave briefly expresses what was dlsoussed st our last oonference
in Vashington, mamaumwmrmruﬂ‘m ¥r. Blackett.
xtmmuum«tnmaummmm
mmmﬂmm-znﬂwﬁnm vhose
eo-operation and approval are essential to the success of any such
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MOGOSMI- - z - !“.4'1, A

undertaking. The members of the committee thersfore respoctfully
suggest that it would be harmful to the success of the plan were it
to bscoms publie before those who would be interested in New York
{and equally those in Londem) have been given opportunity to consider
it. Ve await a further expression of your views in this regard
before taking any steps to m&n the attitude of the bankers of
Hew York.

Respectfully yours,

(Slfﬁﬂ,\ ﬁw,{’. %Y\q ;('

for the Committes.
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Honorable Charles 9, Hamlin, Governor,

Honorable Peml u. darbarg,
Foderal Reserve Board,
Washington, Ds O

.
ovember 4, 1914. ’

Gontlomon:~ 1

On Priday, Cotober 25rd, st & conforense called by the |
searetary of the Treasury, at whioh were present the Secretary of - 1
the Treasury, the membors of tho Fodersl Reserve Board, the Jomp= ]
troller of the Gurrenay, Sir Geargs Psish, Basil 7. Slaskett, S8qes. :
and n comittee of bankers, the undersigned wore appointed s committee ‘
%o prepare & report and memorends covering the varleus subjeets dis- |
cussed at the conference.

ifter eareful consideration, your committes submits herewith
its report in the form of o propossd letter %o Sir Goorgs Palsh and |
Basil Pe Blaskebt, Ssge, represemting the dhansellor of the British J
m attached to this letter wro the variocus memorands mentioned,
all of whioh are ubmitted for yow informstien and ss the best jodg=
mont of the emmithse on the subjests dissaseed, as emmmerated i Ahe

proposed. lettere

The plan forming supplement to memersndun "Eighth” herewith,
we balieve briefly expresses what was disgussed at our last confarence
in Vsshington, whieh was attended by Sir George ralsh and Mr.dlscketts
1t mmmmm«mmérmnvmum,m
has been propsred without conference with New York bankers, whoso
so-operation and approval are essentisl to the muecess of smy such
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Hone O 8. Hamline -2 = Hoved, 1914.

undertaking. The members of the comnittee therefore respectfully
suggest that 1% would be harmful to the suocess of the plan were it
%0 become public befors those who would be interested in New York
(and equally those in London) have been given opportunity So consider
it Ue awalt & further expression of your views in this regsrd
bofore taking any steps to aseartain the attiiude of the bhankers of
Hew Yorke

Respoatfully yours,
‘w.) Benje Ttrong, Jre
for the Committes.

Digitized for FRASER
http://fraser.stlouisfed.org/
Fodaral Recarve Rank ofSt loyis .




Hovember 2, 1914.

3ir George Palsh,
Basil P. Blackett, Hsq.,

Heprosentatives of the Chanesellor of the British Nxghequer

asgoredited to the Honorable the Secretary of the Treasury

of the United States.
Geont lomen:~

it a oonference in Washington, convemed by the Henorable

William G, Hoadoo, Sesretary of the Treasury of the United Jtates, ‘
which was attended by the members of the FPederal Neserve Board of the
United States, and reprosentatives of tanking interests of this country,
the undersigned were appointed a Committes, representing the banking
interests, to confor with you in order that, aftor exchanging views as
to finsncisl conditions in Engleand and the United States yrecipitated

by the war in Jarope, they aould submit to you memorands outlining the

conditions discussed, and possibly sonsider and submi% to ywm, for

transmission to ingland, such proposals as, in owr Judgment, would be

tc the mutual advantage of the business intereats of both countries.
Based upon the interohange of views at the recent conference,

and upon facts that have develoved in recent conferenses in New York

and olsevhere, and WTM our genaral kmowledge of the loeal situation,

combined with information ia our possession regarding the uimﬂug in

inglsnd, we submit the following explanatory memoranda. Beocause of

the inherent esonomic differences between ‘ngland's position and that

of the United States, and the differences between banking systems and

banking metheds in your sountry and ours, this memorandus is necessarily

elaborate, but 1t will, we trust, afford you & full comprehension of the

situntion.
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FIRGE: A statement of the pomition of the Hew York bauks on
Angust lst, and thereafier, of the roasons why it was
doemed dasirable for the benks %o isswe Clearing Fouse
ocertificates, and to apply for Aldrich-Vreeland cwrreoncys
including & statement, as of August 1lst, of the members of
the Clearing House Assoceiation.

SE0OND: A statement of gold shipmente made prior o the month
of iugust in payment of obligations, an estimate of the
probable additional indebtedness of imerican merchants,
bunks, and gorporations to Durope on or about September
12th laat, and a statement of the country's esport balances
for iugast, September, and Ogtober (estimated) 1914.

JELEp: 4 statememt explaining the reasons why tho settlement of
international balances necessarily falls upon the tanks of
Now York Oity and not of the country st large, and vhy &
weskening of the New York Clty banke, through depletion of
celdm.“uﬂﬁu.ulhnﬂcﬁdﬁmhlut
of confidence and curtsilment of oredit throughout the
ocountry.

FOURTH: A statement respecting the syndisate formed to guarantee
the payment of about $80,000,000. of gold %o meet tho debt
of New York City, due in London (and Paris) wp to January
1, 1915.

FLIPIE: 4 otatement of the necessity for and the creation of the
so-salled "Gold Fund,® the difficuliles under whish 1t was

completed, 1ts method of operation, the expenses thereof, and
the risk of loss incurred by the partieipants; inolidemtally,
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L& george Feish -
& memorsndum with regard to the priee pald by the Bamk of
Pngland for Jmerican Magles delivered at Ottewa, and certain
questions on vhich the "Geold Pund Committee” desires Mv
having %o do with the price allowed by the Bank of ‘ngland
for gold delivered in Ottawa.

BIX2Hs Adatement o7 the objects snd the terms and conditions of
the so-salled "Cotton iean Pool" of $135,000,000, and of the
method by which the cotton orop and ite movement (0 market is
financed, with certain suggestions.

SEVENINs A tatement in respeot of the Federal Neserve Bauk of New

 York nmov in cowrse of orgamization, and its bearing on the
mattor under d!scussion.
BLEETH: A stabement in respest of & possible oredit of $120,000,000,
the Committee's opinion in repard thereto, and a sugmeted
plan whish might de adopted =t o later date.

These Statements gre submitted for consideration mnd
and are put foreand for the information of the conferemce as au axpres=-
slon of the bellef and opinion of the Cosmittess

ammmmmmmmm‘
of the Tressury, and the Federal Neserve Board, aid the full Committes
representing the benkers of the United ftates, at which this Cormittes
wan appolnted, with the information then at hand, it was expected that
this Qommittee, aftor conferense with you, end & careful sanvass of the
fioencial sltuations in Angland and in the United “tates, would have

some speaifie proposals %o submit for the comsideration of the English
Government, or of the fimancinl interests in England,
vith the Jow York Olty Gold Syndisate and the Gold Fand

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

RadasalDacas iR Al af Stlauic = = St o i e Y 0 el g



kot Goorge Palsh e

funds aggregat ing §180,000,000 (only & emall smount of which has as ye$
been avalled of), and with the completion of the votton Pool Loan
Gyndleate, all in this country, snd with the expected sarly conolnsiom

of arrangements to reopem the Hew York Cottom Axchange, with full pro-~
tootion to its meubers as to exieting comtrasts, snd with the srrangoments
made by the English Governvent to discount pro-moratorium scceptances of
English banks and ascepting houses, and to postpone pre-moratorium liabili-
ties %o poct-moratorimm business, and the resultent facilities offered

for new acoeptance business in London, this Commiftee is of the opiniom
that the only additional step necesssry at the present time to edjust

the interuational commercial mitustion and enable benkers, eorporations,
and business fime of the United S%ates to meet obligntions as they neture
at normal rates of exchange, is an understanding that the free purchase
of smericsn cotton by English spimmers and merchante ehall be encoursged
by the bankers and govermment authorities of England, and that arrangemsate
should be prowptly made to open the usual chammels for advsnces against
sotton or for the dissount of cotton secepbance bills.

The Cotton Loan Pool is estimmted to proyide funds %o enable the
banks and merchants of the South to carry over four million bales of
cotton wntil Yebruary ly 1916, The best expert opinions estimate the
exgess over the conmumption at no% over five million balss, This Coimittee
iz of the opinilon that the present low priee, being considerably under the
coot of produstion, »ilil tend to induce cotton mershante and spimners of
Americe and Europe t0 buy somovhab in excess of their needs, and thst this
indmsemert vill result in the sbeorption of oone dersdly mors cottom them
the smount genorally estimsted. ‘

Ho separate statement has been mede inm regard to the internationsl
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2ir George Palsh
- -

seourity markets, or to the opening of the New York or Londen Stoek
hxghanges. The measures above onumerated we belleve are adequate and
will eventually correct the internstional commercisl situstion, tut
would be entirely inadequate should any considerable volume of
securities be throwa wpon this market on the opening of the ¥ew

York Stock Zuchange. Until, thercfors, the commercial situation

has boon ndjuated, and the sxohanges have turned in our favor,

any disoussion - bearing on the opening of the New York Stook
Ixzghange to a fres and unrestricted market for iserican securities
owned abrosd would bhe premature.

Reapeactfully yours,

(8‘0) JHmOn hm’
Benje Htrong, Jre,
A« Mo Wiggine
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I sonference of Kew York bunkers held immediately prier
to the dselarstion of war hy Tngland, epinions were wasnimous that the
venking position in this eomtry would shortly develop slong lines
similsr %o thoas experienced in the fall of 1907, Up %o the bime of

Shave, ognforoncet g3auis SR PSS ALEUTEHOaR Reif0ne |
mmmWMtMtuwsmmmw-umug
WMM’MHM“MWWWWW“ i
wwuwtmm:uwmmmh
by inaressing thelr reserves. In 1907, after the erisls of the
pusmmmmm;,mm-ummmu

mmmn«umwwamumcmawntmmﬁj

m.uummmmmmamwmm 1
Reserve City banks, still uumunmam.mm Jl
and it smst be bormo in mind thut this loaves out of comsideration
the socmmlition of veserves doubtless nade ty sbout 18,000 state
m‘uu;nmwmwmwm. in order to meet
the strain imposed by this probsdle dsvelopment, the Hew York Clecring
douse Aspociztion deeided to issue Ulearing Howse losn eertificctes
mtmmtwotcmwmmm-.mm
mmnmmmwmmwmm
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The Rosition of the K. Yo Bemks:
o

Vreeland notes, as authorized by existing law. These measuras
afforded protection to the Banks of the Uity of New York, both i
Bational and Utate, and emabled them %o retaln about $240,000,000.
2014 reserves which they held at that time.
0f these gold reserves, 880,000,000 vas shortly pledged far
S paymeut of the debt of the ity of New Yerk, and, of that awewst, |
about $60,000,000 12 still %o bo furnished, lems sush smount as is
frnished in emchange. Of about §0,000,000 already pald, 315,000,000
has been by shipment of gold and $5,000,000 by purchase of exchangve ]
|

of the $100,000,000 sontributed to the gold pool, $45,000,000
was pledged by the banks of New York City, of whish $11,250,000 has now
boen ocalled. $26,250,000 has therefore been teXen to date, leaving }
$93,750,000 85111 to be furnished out of the presemt New York City bank i
resorves. At the present time the Jlearing Nouse banks show & small :
6xoess ossh rosorva. PYhen these obligations wers entered into, the
How York banks were from #15,000,000 to £40,000,000 under thelr lagsl |
reserve. i

When thé Pederal Reserve Bank of New York is organized, 1t
1s estinsted that & tebal of sbout §128,000,000 will be withirmm frem
Now York Gity Matiemal Danke te make ospital and reserve pyments bobh
for their own aceounts and fm-thmoftm;r out-of-town mpwmg
Simltanecusly, the reserve requirements will be redused from 25% to
188, and it 1z astimated that, aftor msking these payments of
#1286 ,000,000, the reduetion of reserve rouuirements will leave oxeess
reserves in the vaults of the Nations) Banks of New York Uity aggregating
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about $60,000,000s If this caleulstion 18 correct, we must consider
the result of the completion of the three operntions referred to,
namely, the withdrawal of the entire smownt of gold which may be called
for on sceount of the City of New York and the Geld Fund, =d the
payments and reserve reductions resulting from the organization of
the Tederal Reserve Bank, The totsl payments to be made, agpregating
about §98,750,000., will be partislly offset by the $60,000,000. geined
in reserves, due to reduction of reserve requirements, leaving the
How York institutions possibly §36,000,000+ to §40,000,000, below the
required legal reserve, The amount of deficlency in reserve miy, by
the terme of the Federal Reserve ict, be further offset if merber benks
are allowed and avall of the privilege of rediscomting commercial
paper, &% the time of opening of the Pederal Reserve Banks




Statement of the Members of the New York Clearing House Association

From Reports as required under Article III of the Constitution.
For Week ending Saturday, August 1, 1914.

OANS AND GA. On Deposit with LEGAL
NOS. MEMBERS. “CAPITAL | *NET PROFITS| DISCOUNTS e THNDERS Clearing Bouse | NJiT DEPOSITS cn::f;:’;zon NOS.
Average. #ES Average 25 Cnah Reserve Average i
1 | Bank of New York N. B. A... $2,000,000 $4,346,800 $22,317,000 $4,224.000 $1,218,000|  sivwsmatora s $20,668,000 $772,000 ;
2 | Bank of the Manhattan Co.... 2,050,000 4,719,900 36,130,000 9,482,000 1 AT O00|| N ne ke s ol s 41,900,000 é
3| Merchants’ National Bank..... 2,000,000 2,097,700 20,489,000 4,254,000 T B 750001 alelerste = 8 s oML 21,158,000 1,888,000 3
4| Mech. & Metals Nat. Bank.... 6,000,000 8,874,600 80,745,000 15,416,000 ;882,000 waresinieos e el 85,528,000 4,930,000 g
6| Bank 0f AmMerica...ceeeecsnses 1,500,000 6,186,600 26,538,000 5,052,000 1,749,000 | «ecessoncnns 26,499,000
8 | National City Bank.....ouees. 25,000,000 32,916,900 198,630,000 42 089,000 13,252,000 | suvceesnnns 196,234,000 3,679,000 1223
12 | Chemical National Bank...... 3,000,000 7,755,000 28,644,000 44,357,000 2/ 218,000)| s« - aEte 24,790,000 397,000
13 | Merchants’ Exch. Nat. Bank.. 1,000,000 761,800 8,954,000 2,115,000 208,000 | eeveenennns 8,858,000 47§'°°° 13
15 | Nat. Butchers & Drovers Bk.. 300,000 111,100 1,973,000 516,000 E7000)[| wiamise atele SABS 2,171,000 45,000 | 15
17 | Greenwich Bank .......c.ove. 500,000 1,070,100 9,649,000 2,520,000 208,000 | -esses s wwinie 10,822,000 17
21 | American Exch. Nat. Bank.... 5,000,000 4,693,300 47,846,000 10,217,000 1,552,000 | eeseescssaies 47,890,000 3,883,000 | 21
23 | National Bank of Commerce.. 25,000,000 16,690,600 140,272,000 21,903,000 5,231,000 | wesse s 117,971,000 7,912,000 zg
28 | Pacific Bank ..ceeecesncessens 500,000 1,009,800 4,871,000 728,000 840,000 [ cwvsoens ceus 4,927,000 4
30| Chatham & Phenix Nat'l Bk... 2,250,000 1,357,900 21,247,000 3,606,000 1,579,000 | eeieenatnonen 21,852,000 1,173,000 | 30
31 | People’s Bank .oeeecenercoons 200,000 435,800 1,967,000 409,000 148,000 | <eeee- L 2,313,000 31
33 | Hanover National Bank....... 3,000,000 15,054,800 77,634,000 21,082,000 2,582,000 cremans ceee 88,412,000 50{000 32
36 | Citizen’s Central Nat. Bank... 2,550,000 2,371,200 22,339,000 5,111,000 BEL 1000 || sl el s st . 21,819,000 ':S3é'°°° 32
42 | Market & Fulton Nat. Bank... 1,000,000 1,048, 100 9,221,000 1,498,000 GBA0OON A n At 9,257,000 50,0004
44 | Metropolitan Bank ........... 2,000,000 1,779,400. 11,717,000 2,603,000 312,000 | e s ot olahiio 11,595,000 44
45 | Corn Exchange Bank......... 3,500,000 6,916,000 63,823,000 15,850,000 3,260,000 | cevieieinnn. 75,814,000 45
53 | Importers & Traders’ Nat. Bk. 1,500,000 7,676,000 26,591,000 3,759,000 2,387,000]| siveess it 24,077,000 50,000 | 53
54 | National Park Bank.......... 5,000,000 14,344,700 90,034,000 19,503,000 2,572,000 | seecs- s 91,241,000 3,497,000 54
59 | East River National Bank..... 250,000 65,200 1,561,000 452,000 107,000 | eeees =R 1,766,000 49,000 (5)9
63 | Second National Bank........ 1,000,000 2,870,500 13,867,000 3.102 000 123,000 | e sonericnoan 12,625,000 G69,900 63
65 | First National Bank.......... 10,000,000 23,177,700 115 527,000 25,158,000 2,150,000 [ weevo- 106,457,000 4,936,000 5
67 | I[rving National Bank......... 4,000,000 3,468,600 45,247,000 9,082,000 3,063,000 | seisieonssuimie 48,208,000 1,579,000 | 67
70| Bowery Bank ....ocecceesesns 250,000 789,000 3,163,000 786,000 71,000 | secuecenainn 3)403,900 70
71 | N. Y. County Nat. Bank....... 500,000 1,916,800 8,667,000 1,536,000 7680001 lee s e aiders 9,127,000 197,000 | 71
72 | German-American Banle s ees 750,000 706,200 4 215,000 979,000 212,000 | soeesoneones 4,180,000 72
741 Chase National Bank......... 5,000,000 9,645,700 102,020,000 23,462,000 5,460,000 | cecieeen onee LL5, 201,000 446000 7
76| Fifth Avenue Bank........... 100,000 2,091,600 12,928,000 2,610,000 062,000 [ ceessceenee 14,425;000 76
771 German Exchange Bank...... 200,000 803,800 3,219 000 509,000 367,000  ceees sivicioste 3,481,000 7%
78| Germania Bank .....c..cc0iiene 200.000 1.000,300 4,901,000 1,137,000 253,600 omie i n et 5,582,000 Z
80 | Lincoln National Bank........ 1,000,000 1,789,800 15,027,000 2,963,000 1,160,000 | eernennn . 15,522,000 877,000 | 8o
81 | Garfield National BanK........ 1,000,000 1,290, 100 9,293,000 2,332,000 142,000 | +eeneannnons 9,586,000 343,000 | 81
82 | Fifth National Bank.......... 250,000 505,000 3,998,000 779,000 244,000 | <eeveriennns 4,241,000 a45i000| 22
83 | Bank of the Metropolis....... 1,000,000 2,089,900 12,968,000 2,120,000 926,000 | +euenes .. 12,784,000 =
84| West Side Bank........covess 200,000 759,700 3,761,000 706,000 520,000 | «+secesnenas 44752000 ¢ a2
85 | Seaboard National Bank...... 1,000,000 2,598,500 25,099,000 5,950,000 1,752,000 | «usennninnnn 29,267,000 346,000 5
o1 | Liberty National Bank........ 1,000,000 2,844,800 24.400,000 5,218,000 1,433,000 | ceusenss e 26,680,000 495,000 | 91
92 | N. Y. Produce Exch. Bank.... 1,000,000 928,300 9,317,000 2,271,000 666,000 | cosesnenaes . 10,795,000 gg
96 | State Bank .....cceeviecenens 1,500,000 1750, 700 19,134,000 5,891,000 300,000| -5 s sunreeme 24,115,000 9
o7 | Security Bank ......eceraeees 1,000,000 345,500 10,832,000 1,880,000 1,276,000 | evecen cenen 12,753,000 97
g9 | Coal and Iron Natl Bank..... 1,000,000 604,800 6,981,000 1,083,000 618,000 | +unes S 6,987,000 394,000 [ 99
100 | Union Exch. National Bank... 1,000,000 1,008,000 10,017,000 2,145,000 380,000 | seneeanaians 10, 125,000 394,000 | 100
118 | Nassau Nat’l Bk., Brooklyn... 1,000,000 1,121,700 7,927,000 1,430,000 T805006]| sl 6,720,000 267,000 | 118
Brooklyn Trust Co..eeeveennes 1,500,000 3,706, 700 26,451,000 2,193,000 939,000 2,696,000 20,788,000 102
:gg Banker}; Trust COueas o viesiane 10,000,000 13,065,500 126,045,000 14,824,000 3%,000 11,028,000 102,559,000 223
104 | U. S. Mortgage & Trust Co... 2,000,000 4,211,400 36,838,000 3,432,000 785,000 7,156,000 28,179,000 104
105 | Astor Trust Covoesceonsrsraes 1,250,000 1,201,300 21,422,000 2,007,000 108,000 1,576,000 15,590,000 xog
tot | Title Guarantee & Trust Co... 5,000,000 11,614,000 33,045,000 2,618,000 490,000 2,322,000 20,843,000 10
Guaranty, Tiust: COlvyesas s 10,000,000 21,222,100 187,702,000 18,729,000 1,140,000 17,988,000 141,517,000 107
o8 | Fidelity Trust Covesraresersos 1,000,000 1,307,900 7,534,000 Sazi00 16,000 981,000 S 5
110 | Lawyers Title Ins. & T. Co.... 4,000,000 5,388,000 15,877,000 1,218,000 613,000 1,388,000 | 11,883,000 i
111 | Columbia Trust Co...v.nveenns 2,000,000 7,348,300 48,628,000 5,501,000 280,000 4,448,000 38,688,000 111
T3 Peoples Trst COuvvnvreeecans 1,000,000 1,566,800 16,360,000 1,839,000 376,000 2,251,000 15,156,000 113
114 | New York Trust Co..evvoenes /000,000 11,545,300 45,951,000 3,946,000 527,000 3,338,000 s i
”4 T i (B e el 1,000,000 1,165,500 10,708,000 097,000 129,000 1,042,000 7,541,000 “2
ug Lincoln Trust €o..uovennsnees 1,800,080 555,700 9,901,000 1,949,000 223,000 1jo16i000 8‘662’000 :
117 | Metropolitan Trust Co........ 2000,000 5,892,600 29,899,000 2,746,000 250,000 223,000 s 1 17
119 | Broadway Trust Co........ ool L:500,800 848,500 14,129,000 1,384,000 692,000 1,642,000 13,940,008 2
Nati IBanks coves s 112,600,000 173,907,
T Wigoon|  sabuece {1.425,700,000 | 299,965,000/ 74,081,000 Lgs4,s78,000| - 41,578,000
“  Trust Companies ..... 46,250,000 90,640,500 630,490,000 63,415,000 6,973,000 61,005,000 | 1483,543,000
:I;c;tglf,ogéligfgggs. e 175,300,000 296,930,800 | 2,056,190,000 363,380,000 81,034,000 61,095,000 | 1,935,821,000 41,578,000
= g;itujﬂngﬁg‘etégh g4 Decrease Decrease Decrease Decroage Decrease Decrease
15 Trust Co’s, June 30, 1914,
1As of July 18, 1914, 2,286,000 21,692,000 451,000 3,677,000 21,394,000 163,000
Banks : Cash Reserve in Vault, $374,046,000 Cash Reserve Required, (25%) $363,644,500 Excess, $10,401,500 Decrease, $13,430,250
Trust Co’s: ** £ % 70,388,000 i o £ (15%) 72,186,450 Deficit, 1,798,450 Decrease, 3,094,550
Aggregate ...........oeonnn.. $444,434,000 $435,830,950 Excess, $ 8,603,050 Decrease, $16,524,800
Trust Companies’ Reserves with Clearing House Members, $61,095,000 Decrease ,677,000
g ’ 5 y $3:077
Actual figures this morning:
Totals, Nat. and State. Banks 1,423,407,000 272,752,000 71,646,000 1,422,749,000 41,737,000
“  Trust Companies 635,348,000 60,137,000 7,045 000 56,547,000 488,790,000
Totals, all members ........ 2,058, 755,000 332,889,000 78,691,000 56,547,000 | 1,911,539,000 41,737,000
Increase Decrease Decrease Decrease Decrease Increase
1,182,000 53,065,000 3,234,000 10,602,000 46, 776,000 3,000
Banks: Cash Reserve in Vault, $344,398,000 Cash Reserve Required, (25%) $355,687,250 Deficit, $11,289,250 Decrease, $35,004,250
Trust Co’s: “* i i 67,182,000 £¢ g ¢ (15%) 73,318,500 Deficit, 6,136,500 Decrease, 8,595,250
AGRTEGALE o o viswss siaseteiatoieriisias $411,580,000 $429,005,750 Deficit, $17,425,750 Decrease, $43,599,500

Trust Companies’ Reserves with Clearing House Members, $56,547,000

Decrease, $10,692,000

Digitized for FRASER

Clearings for Week ending August 1, 1914,

“ G

Clearings this Day

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

July 25, 1914,
August 1, 1914,

$1,838,183,016.11
1,588,913,808.47
296,815,972.90

Balances for Week ending August 1,
July 25, 1¢

6 [

Balances this Day

““

August I,

4

4

$109,601,810.65
95,095,253 82
23,383,391.37
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An exsot statement of the shipmenmts of gold during the first
soven months of 1934, and of its destination, would require consider-
able fmvestigation, whish time does not m rmit. In genersl, it may de
sald that in that period the benks of the City of New Youk exported, in
round figures, $150,000,000, of gold, laxgely in Ragles, the principal
mtmmmwmmnu-&n.u.wmw.w
the Reichsbenk. The induecements offered b those institutions to
sttruet gold in settlement of intermatioma) balsmoes were understood
in this countzy to have deprived the lerk of Pmgland of the opportunity
affordsd at that time to stremgthem its gold heldings, and wndoubtedly
was oceasioned by the willingmess of the English market to comtimme to
extend accommodation to its eustomers in the United States 1a the
secustomed volume, It is possible that the occurrences of the past
flov months in internstional exchsnge may be explained by the fact that
France anl Cermeny did mot remew curremt imerican indebtedness as fweely
s the Mnglish market did, Investigation conducted by a spesial com-
mittee appointed st the reqest of the Federal Reserve Board in tle latter
pert of September disclosed the faet that, as of September 12th, the total
ascertainable current internetiomsl debt maturing between that date and
Jaumary 1, 1915, smounted to about §4850,000,000, The items imvestigated
inecluded hanmk balances, maturing securities, interest and dividend
obligations, commyreial credits, finenes bills, snd indebtednoss for
securit les solds As to some of these sccownts, eotimstes were necossary,
end it i» recognized that information of this chercoter is inaccurate

ederal Reserve Bank of St. Louis



deleknemte | Jor S0 WESL b
mmuuum The offset sceounts were shown to be sbout
$180,000,000,leaving the net indebtedness ss of that date maturing
mmymumnm.mmnhm
Germamy, Cansde, and, to some extent, other Huropesn countries. The '
amowgts meturing were about equally proportioned over the fall peried
of e year, It should be usderstood thet & comeideraile pertion of He
imerican indebtedness to the london market, maturing in the period bewaen
October lot and Jmuay 1st, wee orested in smtieipation of the purchmse
of cotten bills, which have always boen comsidered cush in the lenden
Ho further date has been obtained in commection with the present
ameunt of the ewrrent intermstiomsl indebtedness, tut opinioms asked of
bankers comversent with this metter would protbly justify the belief
that over one-half of the net indebtedness hes been paid 8t the presas
The foreign trade, exelnaive of gold end siiver shipments, was

50,000,000, advesse to the United States in iugust, §A7,000,000, in ite
favor in September, snd will probably be $60,000,000, in 1ts faver for
Octobors Iast year, and im 1912, for these momths, the balamses in
faver of the United States weres

sugust m*m. -ﬁm

September 54,000,000 47,000,000,

Getober 77,000,000, 189,000,000

4
1
1
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EERGNER ¢St e

The internationsl exshanges reflocted fears of the effeet of

the outbresl: of war, by the latter part of July, snd even before iugust
3rd there developed in Ameries an insistent demend for exchsuge %0 mest
msburing obligations to Buropee The declarstion of waw, and the
smgpension of shipping facilities, coused ewoh an interruption of the
imerican export trade as to dsngerously reduse tho supply Of GXGhGO.
The following statomemt is msde ot sows lomgth in oxder that the
 position takmm by the Hew York benks with vespest to gold exports may
b6 better understoods

svout 807 of the foreign commerce of the Atlaxtic-sesboard
passos through the Fort of New Yorks It is the lorgost mumfacturing
and banking center in the United States, and is the mariwt whexe the
quotation for foredgn exchange is nade, and where foreign bills ave
asseaibled for renittanse to Purcpe for collestion or disgomnt. There is
uo city in the United States wiich cen msie & quotation for exchange,
without s quotatlon from New York. Tho burden imposed upon the reserves
of the benkn of Now York, when the gold movesent is sdverse in doth the
foreign ond domestic ewshanges, has ab times under our old banidng aystem,
proved tobe 00 heavy for the banks %0 carry withoud enmploylng emergency
relief moasures. In 1907 the ouly such measure avellable was to lsmue

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



which, however, aiforded ne reiief to the yest of the countyry. The JNew
York banks in 1907 smgpended Lree sidpaent of cwrrensy 0 thelr coire-
spondents, sud the Lwnediate result wes & meximia prexdus of 3-1/27 on
‘both currency sxd gulde

proap’ use of an emergency cwrrency which was sccaptable to the pecple
of the countrys TWithin o fow days after iugnst Smd, %he New York boxks
wvere sble H0 froely suply thelr correspendomts with currency, and st w0
time sines thet debe has there been n prendws oa elther gold or currensy
in thic sountry nor, in faed, hes New York exchange in other parts of
the country indionted dietmmot of the ability of the New York boukm to
pramptly meet their obligetions e their correspondents. This cuwrrensy
not being avallshle for the settlesent of interuatiomal balonces, sad 4%
having beon fmposseible for the bamks to ship gold to Bureps, London
mm;m.ﬁmu;mmmmn
golde Mad this oltuathon ccourved in our domestie exshavges, 4 styuet
of %he ability of the New York bemits to meet their camitasmts and the
demamde of thelr-depositors might have arisen anl with serieus cgnse-
quences. lLondon evehawge, afbor the firet viclest rise db & mewimua of
price was esteblished, in the nelstborhood of five dellays %o the pound, .
with finetustions within o range of sbout five cents either way. In
noymal times exohange ot this level would have caused & larpe export of
89)d, the buxden of whish would heve £allen not only upon the bauks of
Fow York 0ity, but indeed upon the oouparatively fow large banks which
drew exchenge or whish carry ¥he aceowsts of private fis which drew
exchange, but which do not theuselves carry gold ressxves. it the
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o
sugmestion of the Federal Reserve 50srd, o cowdtteo of bawwrs formdatod
a plan for assedbling $100,000,000 of gold for expovd, in oxder %0 salw
exmchange and B0 Bheredy distrivase Goe bunea codng insbivatiess all over
the United Ttates instead of imposing it upen o fow of She ueaks of Now
York 0itys The bamiks of New Tor Ciky pledged $45,0004000 of ths amkmbe
Thio $100,000,000 wee in sddition 4o Sha (00,000,000 pladged by e bauks of
the Gity of How York for the payeant of How York ity oWigstions mebwrisg
in Earepe during the tolmwe of thde yeur. The nescesity for pureelng
tio oourse, imsbesd of dllowing & freo movesent of gold, arices:

Z3BE8s ¥ros the fush Shat tho gold reserves of tiwe Untted 2istes
are acottered woomg sooub twenbyeiive bhousand satiensl aod
obabe bunxdng insbitusions;

SBGGDs From the fash that those benks in New Tovk widoh sight ship
gold would ve wnsble to recoup thodr gold reseaves by odlling
loonsy onid,

iRy From tho fact that I8 1o bmpossible for & bank wideh purts
with ite gold fow oXport to vooowp Ltseli Fhrough the ezchangoes
fran otier baks, wih hesause the proceeds of sales of awchangdy
58 well sp of lomn pedd, sre paysbla in Yow York sunds Siroagh
the Cleariug House snd have sinoe Auguat 1wk bown svttled
either in Glearing House losn cartificates or Lldrichevrooland
notose
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S IO AT BRRL,

The City of New York has for many years been anthorised, by
the temms of its Charter, to borrow money In antleipation of the pay-
ment of taxes. Vith the growth of the City, and the enormous increase
in the tax levy, the amounts of these borrowings have increased to
such an dxtent that at times the City is indebted %o the market on
mmummum.mmwmm
liguidated at the time taxes are pald in the £all, and, in recent years,
in both the spring and £all, as the Sax lavy is now divided inte sami-

. ammal psyments. e movemant of the cobton crop in the fall of the

year omiinarily furnishes such a large volune of exehange at that
soason ‘hat borrowers have been =—able to count with reasonable certainty
upom =~ lowsr yates in the fall than in the spring, and alvantage has
been taken of $het fact not only by the Clty of New York, but by other
municipalities which make similer loans to borrow large suss of money in
the Zondon mavkot, Ok Zpust 5rd the City of Sew York had so borrowsd &
total of $62,000,002, & msll portion psyable in Parls, but the greater
part in londom. The breaidown of international exchange imposed upou
the City of New York tho mecossity of mesting this large obligation by
the emport of gold. ™he Clty carries its accounts in a large muiber of
institutions, both natiomal and state, losated in the City of New
York, and, under endinary circumetances, would have had no difficulty
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in obtaining gold in large amounts from those institutions. The com=
ditions existing early in ‘ugnst, howover, mafte 1t Lupossible for the
City's bamimrs to fumish the amounts of gold requived, and, hal the City
been ohliged to rurchase exchange at the rates recently prevalling,
the loss would have been enommous. It was therefore detormined by the
bankers who wndertook the solution of this problem $o ask all the benks
in the City to contribute to & fund of gold amounting to abous
mm,we.umummumumm
holdings. The contracts entered into betwsen the City, the contwri~-
ating banks, and the Mangers of the trenssetion (J.Puiorgan & Company,
and Molm, Loeb & Company) provided for the sale of $1004000,000 of
obligations of the City maturing in oue, two and three years. The
banis which underwrote the issues undertoois to furnish the Managers,
if required to do s, eighty por cent. nwmumm—
mmmnmwmummmmme
furnishing sterling exohange in place of gold at the rate of $4.50

a pounds The practically usanimous resvonse of the banks of the City
to the eall made upon them, as well as the universal approvel of the
transastion, indicates that the bankmre were eorrect in their bellef
that a postponement vr defamlt in the payment of this indebtedness of
the City conld not be contemplated, and that the consequences would bo
so serious ss to Justify the pledge of gold involved. while it is
now recognized that the City eould have extended a large part of this

indebtedness in Zondon by the offer of an issue of mew notes payable in
London in sterling, the Oity authorities nevertheless felt, no doubd

. i



influenced by the pressure of public opindon, thet it wes to the
city's advantage o erbinguieh the debt sb onoe, mnd svold the
poseibility of lose &t a later rabuwrity, ratber than to advance its
position and 0 telw the chance of belsg able to get gold eix months
or a year luter. The contract so made by the Danks of New Yowk
ezport, =t loast to the extend, that exchange oould not be Tumiszled.
Attention is heve oslled o the faot that the privilege of furnishing
Mhmnmmwmumuuw
the loss of gold by purehesing exchange, aud thoredors, sontridutors
%o this fand are, to som exbent, competitors in the marint for the
puvahnes of sterling oxchangos
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- Statement “third" largely explaine the necessity for providing s
fund of gold by the method adopted, and it 1s the helief of the Committee
that the success otm;lnmam eovidence of the willingmess and
intention of the danks of the United Stuates to furnish the mesns to thelr
custamers for paying foreign indebtedness whieh the bLanks of New Yark
alone, without endsngering the situation, were wnsble to provide.

Veluntary contributions were cbtained from notional and state

bascs in 211 central reserve ond reserve cities (52 in mumber), those

_ oities, mder the law, umwmuwzﬂunmuﬁm.
reapoctively, &s sgainst 6 in other cities,. canuﬁsuu of gold to
the fund were received from 1,494 different banks, located in #11 parts
of She Unitud Biotes, An amuat in sxcess of $100,000,000, was promptly
pledged through the co-operstion of the Secretary of the Tressury and the
Pederal “sserve Board, Femding the paymont of the firet call of _
§25,000,0004, nine -New Tork institutions advenced §10,000,000. in gold
for shipment to Ottews, This emsbled the Comittes to promptly meet
the urgent demsnd for exchange, which was selling st sbout 5,023

The Committee desires to call attention to the fact that the
mnm-:am«mummwmw-m-pnnt.mnm |
to meet an emorgency and thereby exert an influense in bringing sbout a '
decline in the rate of exclmuge. The policy of the Committee has not boan
to sell exchange froely. This would cerainly have resulted in the
scounulat ion of exechange by debtors who desired to imsure the protection |
of Mature metwring obligetions, and, wnfortunstely, might also have
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e
resulted in releasing exchange to the contributors to the fund provided to
meot the obligntions of the City of NHew Yorks It wes rather the poliecy:

of the Committee t0 use the fund to prevent sn undus advence in exchange
rates, but, nevertheless, to permit retes to follew falirly normal fluctue

at jons and thereby induee American obligors to arrange for renewals in

the expectst ion that the crestion of exchenge following ¢ restoration of
exyort trade would svoid the necessity of exporting sny cossideradble J
portion of the gold fumd. This Committee, of which two members aro slgo 1
mombers of the Gold Pund Committee, 1 convinced that the policy adopted ‘1
was & wise one, snd that the purposes of the gold fund have slrendy been }\
largely accomplisheds After sllowing for certain large poyments made
for scoount of the United States Government, for which the Govermment
reimbursed the Gold Pund Committee in pold, the totsl amount of the
mmmmwmmmmump@.m"&umr

tislly inteet.

Hisunderstonding 1s liable to arise with regerd to the ultimete
profit and loss account of the Gold Pund Committee, snd we sre informed that
the attitude of the Bank of England later reforred to was possibly due %o

the belisf that large profits will accrue to the Gold Pund contributors,
Considoration of the following will, we trust, make clear the Gold Fund

Comsittes’s positions | j\
LBRASLGH. If
‘he legel 1imit of tolerance on Americen gold coin 1s ome-balf |
of ome per cent, Sagles furnished by the Jub-Tressury at New York will
rarely show en sbrasion excesding one-quarter of one per cont. Lapgles
shipped from Western pointa, however, where pold coins clreulate much more
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m«,m;mum«m The Committes wast figmre on
& 1005 0f from omE=gusster §0 Vurec-elghths per ssnt. for abrasion.

e gold furnlabed for the purpose of this fand is taken out of
mm&mumma‘mmuhmmu;

 part of the ressrves of the New Yo¥k berse The combrilators are calied

mummumum ummwuﬁ.u
mumwmmwm.nmm

m*nmumﬂmm&dhmﬂm
mmmmmahmummamm In ordey

'hmuwmwmuu“mumm

' 1s bold in storags in Bow York, for il the exeness of shigemt %o Obtem,
o8 wll s fox dresion; the gold belng recelwd by i Gomnittes at ite
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face valso, snd s34 $0 $he Baxk of Snglund ob its Wulliom valws, It ia
ingossible o estimcbo the intorest cost duvolved ia shipmente whdsh hive
20t yot boenm wade, Wut & coloulstion hes Lown mude s to the firet shipmeat,
with sllowenge of Anberest %0 Hovember S0th, smd 1% s fownd theb Lomdom
exehangs on the basis of this ealowlztion costs the comtridutors shout
G93=3/8 Tuo avorage price realined for sxohungs %034 fo date ALl
Stgitly excood 4095, and, after msking cllowamse for ) interest allowed
by e lomdon baske, 3% i probuble that AT the oocomt was closed ob the
mmnmmwmmumu
osult wald bo @ loes 80 all S contributors to the fund, This ie
sosastoned Wy the deolim in sxshenge sfter the fivet Wrsmsfer Yo Obtuws

s made, snd Moo tm entl bolwooe was exlwnstod
46 whe bime w0 Nmd wes creabed, Bl Comdtiee dosired he
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co-gperation of the Bank of England om two points only, pending & discussion
of other matters of importance whisch could mot be them taken wp Yy cable.

Pirst; 4 bettor understamding of the basis om which the Boxic was
parchasing gold shipped to Ottawa

Sucond: An arrangement for advances, without interest, wwon adviee
and guaranty of shipment from lew York $0 Ottawse

The value of the grains of gold in the English sovereign in
American eurrency is Q'o.ot.ocooooocﬁno;u.,cq‘.olcno«taoaOOOItl“Dm

one ounce of American gold coin contains fine gold of the
Value OFf secnccssnsososssscscsnssscsnsanernnsonsossssnsPile 6046

§18,6046, at the rate of $4.06656, SqUALE seessassnsesssssneTOe Bhds
whioh is the value, expresscd in sterling, of one ownee of jmerican
gold coin,

This is the axast price which the Bak of Imgland was peying
for smerican Dagles Just prior to the outbresk of the war.

Heductions were made %0 & not price 0feesessssse76she Fhde
3ds boing further deducted for smerican RNagles shipped %o

(1] 4777 AP T L Tl Sl

moking the net price for Ragles delivered in OtLaWResses.ese768he ide
1t has boen stated %0 us that the reduction of SG was made
in order to cover the following items:
(a) 4n allowsnee for the cost of melting and minting:

(b) in allowamoe for the coet of trinsferring Nagles from
Ottawa to lLondon.

4s %0 the firet 1tem, inguiry arises as to viwther the price
whioh the Bank of England is required by law to pay for bars (77shs 9d.)
does mot make asllowamoe for the cost of coining bars into vovereigns, md

itized for FRASER
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additional sllowance, mch is olready covered in figwring the equivalent
of the bullion value of the gold contalned in Americsn Hagles.

As %0 the second item, the guestion arises ss to vhether the Bank
of Hogland should not, if the exchanges turn before the gold is shipped to
London, thon‘ allow in the price ab which 1% resells the gold %o New York,
& rebate of the cherge which 1% has collected for the comversion of Hagles
into sovereigms. The ssme gquestion will arise as to Sd. deducted from the
price allowed for standard bars. _

The (o1l Pool Comsitbee feels that the deduction of Bd. on
Begles and 3d. on bars is not jJustiried under the circumstances, but a
clearor understanding of the reosons for theee Geductions may change the
-Committes's viewn.

As to an arrengement for sdvances without isterest, the request
which was made for this sceommodation st the time of the Flret shipmont
grew out of an emerpency. Dxehange was selling skbove five dollars &

pound, snd the Commities desired to be in a position to draw exchanpe at

once before the gold shipped eould be recelved and weighed et Ottewa snd
credits confirmed.  The necessity for accommodation sn that megownt is
now pussed. .

With exchenge approaching the point where gold exports becoms
mnpwotitsble and without s better understending with the Bamk of Bagland
e8 % the rate which they will meke on MBegles exported to or from Ottaws
the Gold Pund Committee will find it impossible to meke any consideradble
shipment of gold at one timo without the risk of lose on & postion of such
shipomonts «
| The Committee desires to be in & position where 1% may furnish
ccham 8o long as it may profitably cover with gold, but sot to run the
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Ihe S3100,000,000 Gold Mund

risk of a rapid decline in the exchange markeb.
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SIXTH_
THE_COFRON LOAN POOL.

It has been generally estimated, and this Committee believes
with reasonable accuracy, that this years American cotton erop will
somewhat eumd 15,000,000 bales, and that the world's reduced consumpbion
of cotton will leave an unused balsnce of the American product of aboilt
5,000,000 bales. At the conference in Washingten, it was suggested
that the maximum eredit %o finange the cotto;: grop would be reguired at
the time when the maxinmum of the erop has been picked, and the miniwum
marketed, that is te say, about December lst, at which time it wes sug-
gosted that a eredit of $800,000,000 might be required. This does not
take into agoount two factors intthe sitwation.

TFiret: The method of financing the growing and

gathering of the erops

Second: The différence in price between this year

end lagt year.
As S0 the method of finaneing the erop, it may be generally stated that
the imitial advances are made before the erep is planted. They are
largely made to the farmers by merchants amd sapply houses, and are

increased as the work on the orop advances, the rerchants taking a lien
on the growing erop and borrowing money from their banks. By the tive
the eotton is gathered, the last advance is made. The merkebing of the
erop througd the gimning and compress comranies and the cotton factors
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1s & process of liguidation, snd the prodlem confronting the South st
ﬁami-mmumu»mﬁ“mi-ﬁ
the sotton o rep Se & whole, but rether of providing s tesporary oredit
%o be employed in faelliteting the liguidation of that pomtion of the
sror which ean be merteted, by emabling banks to extend or revew the losns
that have slresdy beon.mede, snd thercby assist  in finsueing the sarplus
which may 5ot be promptly msrieted. This =ay bo described se & precess
of elearing or shifting lcsns retier then as a prosess of creating new
eredits. uu&mmm.mmna.nm
ovident that with cotten selling &t six ceuts, those batks which leam
on cobton sovld carry twe bales this year ageinst ome bale, at Swelve
sents, lust year. |

In order to Moilitste the prossss of liguidstion, which son-
templates that 10,000,000 bales will be sold and 5,000,000 bales w1l
be eerried, & eredit is in course of being arranged, ampunting t0
£136,000,000 to be 'endled by the follewing plams  §100,000,000 of the
advance 1s o be sscuved by & first llem upon cottompledged at not
excosiing six essts & poind, miadling guede. 55,000,000 is to be
sosured by & seoond liew on tho pledged cotbon, thisportion of the lomn
aum‘wpmuu“mmu&.-
through whem, the lomme will be msde.  A.fund smousting So three
per cend. of the mmoumt of the lcens mede is $0 be sot aside to cover
the expenses of menaging the tramsectien, and to pay any lessessingurred.
The fund is to be sdministered snder the divecticn of o Comsittee
ecnsisting of moxbers of the Pederal Reserve Beardy the business,
m.tahuMWaamtth.lﬂ.wiﬁ
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mansgement, by local committees, the machinmery for the sppointment
of which has already besn devised. This Oosmittee belleves that the
cotton logn fund will be insdeguate %o restore normal conditions In
mmtm-muﬂmuuthnutm“mm
anless it is supplemented by energriic measures to bring about better
facilities, both in $he United States and abroad, for marketing,
fimaneing, and menufagturing cotton, laet year, sales of cottom
%o Bureps furnished this country with $534,000,000 of exchange.
ingthing which retards the free purchese or the free sale of cotton,
or the restoratlon of siable prices for raw cotton, will also retard
the restoration of normal conditions in the international exchangus,
and work injury both in England and in the United Statess In the
opinion of this Committes, 1% seems desirable that %he following seasares
be sdopteds

ite adminietration undertaken st onee. J
Ssgond:  That the Now York and Liverpool cotton exchanges |
should be opened, Plans for opening the New York
“Gotton Hmchange have resched & poimt whers 1% may b
Mmcﬂ&ﬁi&cnhmmwﬁn
. early date provided necessary co-operstion ls af-
forded by the Liverpool Cotton Exchange and by the
Bnglish banke, A fund hss been pledged which will
enable the members of the Few York Cotton Rxchange,
who ars cormitted for ihe purchase of cotioh at high
prices, o margin their contracts dovs %o 7k centse :
|
:
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A

with this relief, confidence is expressed that
they may safely open the exchange with a reasonable
expectation of being able to meet the mariet condi-
tions which will arise. Co-cperatiom by the
Liverpeol Cotton Exchange on similar lines is nee-
~ essary before it '{11 be fezsible: to open the

Few York Cotton Exchange.

JEIRD : 1% is aleo essential that no gueation as to
gontraband be permitted to arise inregard te
export cotton. The Committee notes with great

satisfaction that the Brisish Govermment has
alroady recognized this situation.

FOURTH iny restraint which may have been imposed upon
English merchants or spimmers in the purchase of
cotton should be remowd. Reference has been
made to some agresment or undemtanding which we
had been advised exists in England in this respect.
It is not understoed that the British Govermnment
has brpught about any such unde rstanding, nor, in
fact, is it understood that English purchasers of
cotton have any definite agreoment among themselves
in this regard. Advices have reached this country
however, te the effect that some of the English
banks have exerted a strong influence in restraining
the free purchase of cotton by English cotton
merchants and splmmers, aud it is hoped that the
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The Oobben Losn Pool.
ol
Znglish banks mey be induced to mncourage the
parchase of eotbten within reasmnsble limite.
¥Iress That the usmal means of finsnsing rurchases of

cotton by “nglish meorchants and spinmers should
be recpened through advances against oottonm
bills through the disevumt market.
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The firet instsllment is to be pald for the capital stock of |
the Toderal Heserve Bank on November Znde The plan announced provides I
for the tramsfor of resorve deposits to thess banks, commencing with [
November 16the 1f the operation is succossfully concluded, the \
Pedorsl Roserve Bank of Hew York, within a peried of six months (and i
possibly ab the and of three monbths) will have received payment for
over $10,000,000 sapltal stock in gold, and will have received on
deposit at leass $100,000,000 of the reserves of the Nationmal Banks
of New York State, and possibly muoh more. : |
The Fodersl Heserve Aok provides that not exoeeding 505 of the |
1nitial reserve doposits may be made ont of the proceeds of commercisl 1
paper which the banmks may allow the member banks to rediscownt. It is
thovefore impossible, ab thls time, to forecast the condition of Ehe
Pederal Teserve Bank of New York resulting from the initial transsotions,
as the amounts of discounts allowed to the member banks will depend,=—
(1) mmnuurumtumtmuu&m;
(2) Upom the rate of imterest prevailing in the Olty of
Rew York,
(%) Somewhat wpom the extent bo which the New York Clty
mmmﬂmmmnmnrorm!u(
sheir correspondents lovated in Pedersl Reserve Districts and
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Federal Deserve bank

-g-

{4) The oxtent te which they may depesit 5/18 of thelr
reserves, She deposit of which 1s optional,

The Federal Reserve Banks of the Uaited Jtates sre in the
cowrse of establishment., Calls for payment on the capital stock have
already boen mades The ability of this bank to fwrnish gzold is a matber

for future consideration, and should not, at ﬁu: time, be made the

basls of any transsotion or proposal.
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Your Cormmittee has deen informed that about s month ago,
when the visit of Sir George Pailsh snd Basil P. Blackett, RXmq. was
first proposed, ome of the subjects to be ocomsidered at the confer—
ences would be & possible eredit which would, in effect, safford mesns
for extenmion of the cbligatiome due in Imglend by bankers and mere
chants in the United States. If i% had been possible to arrsange such
a eredit by exchenge of cables at that time, your Committee wonld

| have approved of the transaction. It would have supplied exchange
at a moment whan the demend wae urgent; snd it would have insured us

sgeinst any serious drain on gold reserves for the time being, and
given this country a period for readjustment during which loecsl cone
ditions could have been breught to meet the extraordinary situation.
Since the date when the suggestion of a oredit was made,
exchange in large quahtities has been supplied to the market, and
confidence has been greetly restored by the knmowledge that the
New York City Syndicate snd the Gold Pool Committees' operations have
been effective. From informetion which your Committee has gathered,
it is stromgly of the opinion thet & contimmelly incressing supply of
exchange is in prospect. The export of food products amd raw snd
manufactured materials that Rurope neods in the present erisis (not

to mention manitions of war) must continue; mills and maymfeciuring
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Credit of 20,000,000 Sterling.

D
companies are working overtime on orders for goods which, in many
cases, will not be ready for shipment for some months, and which
will meke & corresponding supply of exchenmge. The opeming of the
New York and Liverpool Cotton Exchanges, coincident with the com=
pletion of the Cotton Loan Pool, if accompanied by asssurances to the
merchants and spimmers of England of the willingness of the EBaglish
banking commmnity to finance reasonable purchases of cotton from the
United States will also add to the supply of exchange.

For this, snd other reasoms that it is mot mecessery to
elaborate here, your Committee is convinced that the adoption and

employment of any extraordinary or wnusual measures at this time

are unmecessary, es such action might, in fact, be interpreted 2s an
expression of the belief of this Committee that the present situation
requires such measures, and because wmusual measures are likely to
bring sbout unexpected and posribly undesired results.

It will be noted that the foregoing relates entirely to the
commercial situation. 'No account has been taken ¢f the possible
opening of the New York Stock Exchenge, and the additiomal dememds
that might arise if any considerable amount of English owned mrluh
securities were resold in this country. Your Committee is firmly
of the opinion that it is premeture to discuss the opening of the
New York Stock Rxchange until the adjustment of the commercial situation
has been demonstrated. In the meantime, however, and, with & view
to this step, it is recormended that a Committee from the New York
Stock Brohange be appoinmted, which Committee should visit Lomdonm for

- conference with a like Committee from the London Stock Exchange, and

ederal Reserve Bank of St. Louis ‘
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for & careful study of the situation there. A tentative arrangement
for & large sterling credit, predicated on the understanding that its
repayment will not be made in gold, but in commodities and manmufactured
goods, would make it possible to comsider the opening of the Steck
Exchange soomer than it would otherwise be safe to do, should other
conditions permit. As this step is recognized to be a desirable ome
from the point of view of both countries, a present discussion of the

form of such 2 credit and 2 tentative agreement as to ite terms, at

this time, would be beneficiale A memorendum supplemental hereto,
outlining a plan discussed with Sir George Paish and Besil Pe.

Blackett, Hege., is attached.
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(6) Drafta to be drevm only as required $0 supply exchange
to take the place of pold remittmnoes.

{7) Drafts to be covered at mabtwrity in the wsual way if ex-
change can be purchased €t or below the cost of exporting
pold.

(8) If exshange camwot be puwrohased as above, and payment of
the bills would require the export of gold, further 90 day |
renewals $0 be granted provided that, in the opinion of
the Federal Reserve Board, a further loss of gold wawld be
detri-ental %0 owr finmmelal situation.

(9]  The grantors of the credit o be entitled, after the first
renmewal, to require paymemt, in whole or In pert, in New York
exchange. Such dollar balances, however, to be used only
in the purchase of American products.
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Gonditioned upon m' underatanding suggested in memorandws
"Eighth,” and with & view o assistance in meeting conditions whish
may srise through excessive sales of Americen securities held in
Turope, the following has been temtatively discussed with Oir George
Palsh and Basil P, Dlacket$, Nsqgu

That a revolving sterling credit of, say, 20,000,000,
shall be granted by or through the Bank of England, or other British
bankers, on the followiag plan

(1) 1The oredit to be available as a supplement S0 and only
after the §100,000,000 Gold Fund has been shipped, in order
to svold further gold shipment.

(2) Drafbs at 90 days, with ome agreed renewal, on an scspbor,
or acceptors, to be designated by the grantors.

(3) Drafts to be forvarded direct to Buglsnd for discount under

-~ gn sgreed arrangement, snd demand or cables to be sold agalnat
thena

(4). m@umwmmmmmrm.u-m
committee representing guarantors, mnmuhm.'m
companies and bamking flrme in the United 3tates mcceptable
to grantor,

(6] Proceeds of sales of exvhenge %o be loawed wpon security of
epproved bonds and stocks s collateral, with the ebligations
of borrowers, who are satisfectory to the guarantore, to maine
‘mumumuummmm.tm.um
fese value of the loan.
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It mst be dorme in mind that there is no certainty as to
‘the smount of geld which will be paid inte the Federal Reserve Bamk
at the conmemcement of ite oreration. The capital payments which
mat be met within a period of from ninety deys %o six months, in
gold, total Mt $10,000,000. The payment of reserves, aggregating
§100,000,000. may be made in Umited States motes and silver certifie
" cates. While it is hoped that the bamks of the Wew York District
will make & considerable portion of their reserve psymemts in gold,
it is nevertheless quite possible that a large mﬂlll will be
made in legal tender motes, amd the ability of the Federal Reserve
Berk to sccuwmlate gold muth-rmui:ummmmm
Tressury will therefore depend upom:

(A) The degree of confidence which the bank enjoys
from 1ts member bexks, which new hold the prineipsl
gold reserves. :

(B) 4 chenge im the present curremecy laws, readjusting
the various forms of gold certificates and legal
tender netes s0 as to force the withdrawel ofn.u'
demominations gold certificates from eircalstion.

¥o trensection involving the present pledge of the credit of
the Federal Reserve Bank to furmish gold would be justified until the
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Pedersl Reserve Bamk (Supplementel lemo)

-2
bank has been in operation a sufficient lemgth of time to demomstrate
its ability to acoumlate sufficient gold reserve to Justify such a

transaction.
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Hovember 2, 1914,

Hon. Ces S« Hanling Governor,
Federal Reserve Board,
Washington, D. C.

Dear Siw:

; The :-epms relative to the conferences with Sir ¥¢ Paish and
m Be Blackett, Esq., 0of which copy was left for you with Mr. Warburg,
requiredcorrection in sowe partievlars =nd the langvage had to be improved
after a little quiet study of some of the matters discussed.

Fresh copies have just been received from the stenogrephers, and
I am emclosling one copy to you herein before I have had opportunity to read
it over.

I am enclosing one copy also to Mr. Warburg. Unfortunately our
stenographic arrangamcnts hewe will not pemsit making more tham four copies,
one of which will be signed by Mr.Wiggin, Mre Brown and myself on Wednesday,
and forsarded t0 yom fommally, and the other, I am obliged Ho retain as a
records

If, therefore*lt is desirable to place one copy of the memorandiwm
in Sir Ceorgy Paish's hands on Vednesday as was discnsced, I txust that you
will explain oihim that it vas obliged to be & tidsue copy in anticipation of

~the signing of the permmament copy, which I hope 10 have done on Wednesday.

Very truly yours,

Sl e G
Eng-
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Form 260

LN,
wssﬁku UNION

1

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

:ECEIVER’S No. TIME FILED

L

CHECK

SEND the following Telegram, subject to the terms
on back hereof, which are l;ereby agreed to HNovember 41 1914,

Hons Ce S Hemling
Federzl Rescrve Board,
w&s&lington. Ds Co

Please refer my letter Monday supplement second headed Gold Shipments

¢co
last paragrarh pege 2 foreign trade balance October shovld be thirty
four millions. Kindly make correction.

Benjamin Strong, Jr.
{Charge Fedesel Resepve Bank)

{Govermment mate)
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ALL TELEGRAMS TAKEN BY THIS COMP}\NY ARE SUBJECT TO THE FOLLOWING TE.

To guard pgainst mistakes or delays, the sender of a telegram should order it REPEATED), that is, telegr 7
Tor thig, one-half the unrepeated telegram rate is charged in addition. Unless otherwise indicated on its face, THIS IS AN UNREPEATED TELEGRA..
PAID FOR AS SUCH, in consideration whereof it is agreed between the sender of the telegram and this Company as follows:
1. The Company shall not be liable for mistakes or delays in the transmission or delivery, or for non-delivery, of any UNREPEATED telegzram, bevond
arount received for sending the same; nor for mistakesor delaysin the transmission or delivery, or for non-delivery, of any REPEATED telezram, beyond fiity ti
the sum received for sending the same, unless specially valued; nor in any case for delays arising from unavoidable interruption in the working of its lines;
errors in cipler or obscure telegrams.
In any evént the Company shall not be liable for damages for any mistakes or delays in the transmission or delivery, or for the non-delivery, of this -
gram, whether caused by the neglizence of its servants or otherwise, beyond the sum of FIFTY DOLLARS, at which amount this telezram is hereby valued, u
a greater value is stated in writing hereon at the time the telegram is offered to the Company for transmission, and an addilional sum paid or agreed to be paid b
on such value equal to one-tenth of one per cent. thereof.
: 3. 11'11(: Company is hereby made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when necessary
reach ita destination. ;
Telegrams will be delivered free within one-half mile of the Company’s office in towns of 5,000 population or less, and within one mile of such office in othe
cities or towns. Beyond these limits the Company does not undertake to make delivery, but will, without liability, at the sender’s request, as his agent and at Lis
expense, endeavor tocontract for him for such delivery at a reasonable price.
5. No responsibility attaches to this Company concerning telegrams until the same are accepted at one of its transmitting offices; and if a telegram is sent to
such office by one of the Company's messengers, he acts for that purpose as the agent of the sender.
. The Company will not be liable for damages or statutory penalties in any case where the claim is not presented in writing within sixty days afier the tele-

gram is filed with the Company for transmission.
THE WESTERN UNION TELEGRAPH COMPANY

7. No employee of the Company s authorized to vary the foregoing.
INCORPORATED

NEWCOMB CARLTON, PRESIDENT

Eﬁhed back to the originating office for co

CLASSES OF SERVICE

Telephonic delivery permissible. Day Letters received subject to
express understanding that the Company only undertakes delivery of
the same on the day of their date subject to condition that s.ficient
time remains for such transmission and delivery during regular office
hours, subject to priority of the transmission of regular telegrams..

TELEGRAMS
A full-rate expedited service.
NIGHT TELEGRAMS

Accepted up to 2.00 A, at reduced rates to be sent during the
night and delivered not earlier than the morning of the next ensuing
business day.

DAY LETTERS

NIGHT LETTERS
Accepted up to midnight for delivery on the morning of the next

A deferred day service at rates lower than the standard telegram
rates as follows: One and one-half times the standard night letter
rafe for the transmission of 50 words or less and one-fifth of the

ensuing business day, at rates still lower than standard night telegram
rates, as follows: The standard day rate for 10 words shall be charged
for the transmission of 50 words or less, and one-fifth of such standard

initial rate for each additional 10 words or less. Subordinate day rate for 10 words shall be charged for each additional 10 words or
to the priority of transmission and delivery of regular telegrams. less. Must be wriften in plain English. Code language not per-
Must be written in plain English. Code language not permuissible. missible. Mail delivery, postage prepaid, permissible.

;
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ALL TELEGRAMS TAKEN BY THIS COMPANY ARE SUBJECT TO THE FOLLOWINt

To guard against mistakes or delays, the sender of a telegram should order it REPEATED, that is, telegra hed back to the originating offi,
Tlor this, one-half the unrepeated telegram rate is charged in addition. Unless otherwise indicated on its face, THIS IS AN UNREPEATED TL.
PAID FOR AS SUCH, in consideration whereof it i3 agreed between the sender of the telegram and this Company as follows:

1. The Cmnpam shall not be liable for mistakes or delays in the transmission or delivery, or for non-delivery, of any UNREPEATED telegrai

_amount received for sending the same; nor for mistakes or delaysin the transmission or delivery, or for non-delivery, of any REPE ATED telezram, bmm

the sum received for qemimg the same, unless Speuazly valued; nor in any case for delays arising from unavoidable interruption in the working of its lix
errors m cupher or obscure telegrams,

In any event the Company shall not be hable or damages for any mistakes or delays in the transmission or delivery, or for the non-delivery, of
gram, whoth(r aused by the negligence of its servants or otherwise, beyond the sum of FIFTY DOLLARS, at which amount this telegram is hereby wa]ued
a greater value is stated in writing hereon at the time the telegram is offered to the Company for transmission, and an additional sum p;ud or agreed to be paia
on suoh value equal to one-tenth of one per cent. thereof.

4 d’l he Company is hereby made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when necessar,
reac xt'-x estination.

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

Vo responsibility attaches to this Company concerning telegrams until the same are accepted at one of its transmitting offices; and if a telegram is sent to
such of'lce by one of the Company’s messengers, he acts for that purpose as the agent of the sender.
The Company will not be liable for damages or statutory penalties in any case where the claim is not presented in writing within sixty days after the tele=

gram 14 filed with the (,on.pa‘x\ for transmission.
THE WESTERN UNION TELEGRAPH COMPANY

7. No employee of the Company s authorized to vary the foregoing.
INCORPORATED

NEWCOME CARLTON, PRESIDENT

CLASSES OF SERVICE

Telephonic delivery permissible. Day Letters received subject to
express understanding that the Company only undertakes delivery of
the same on the day of their d: ate qulunrt to condition that sufficient
time remains for such transmission and delivery during regular office

TELEGRAMS
A full-rate expedited service.
NIGHT TELEGRAMS

Accepted up to 2.00 am, at reduced rates to be sent during the
night and delivered not earlier than the morning of the next ensuing
business day.

DAY LETTERS
A deferred day service at rates lower than the standard telegram

hours, subject to priority of the transmission of regular telegrams.

NIGHT LETTERS

Accepted up to midnight for delivery on the morning of the next
ensuing business day, at rates still lower than standard night telegram

rates, as follows: The standard day rate for 10 words shall be charged
for the transmission of 50 words or less, and one-fifth of such standard
day rate for 10 words shall be charged for each additional 10 words or
Must be written in plain English. Code language not per-

ates as follows: One and one-half times the standard night letter
rate for the transmission of 50 words or less and one-fifth of the
initial rate for eaeh additional 10 words or less. Subordinate
to the priority of fransmission and delivery of regular telegrams. less.
Must be written in plain English., Code language not permissible. missible.

Mail delivery, postage prepaid, permissible,
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Janwary 7¢h,1915,

iy dear Govermor Hamlin:- .

You asked me to write you in regard to the influence
of the New York rate in other districts, and while there has not yeot
beon sufficient experience to Jjustify any very definite comclusions, yet
80 far as our experience goes, gathered largely from conversations with
officers of large banks in New York, I am convinced that the result
has been as I stated to you. The great bulk of bank borrowing through-
out the country is effectod at New York, Corprespondents of the
mepber banks of this distriet in all the sections of the country arve,
at times, borrowers from their New York reserve agents. The effect of
a reduotion of our discount rate, while omly directly affecting the
relations between the New York banks and their correspondents throughout
Hew York State, indirectly, I bolieve, has the effect of reducing the
cost of borrowings to their correspondents in other sections of the
country.

Two of the largest banks in New York have stated to
me that they have felt obliged to make some reductions in rates on ac-
count of our vate. If = bank in Georgia or Texas is able to borrow
money from its New York rescrve agent at 4870, which is our rate for short
baper, they naturally will make use of that accommodation rather than

Federal Reserve Bank of St. Louis




Hon.C. 8, Hamlin, January 7,1915.
at a higher rate.
discount short paper with the Federal Reserve Bank of thelr own distriet/

On the whole, this is not a bad result with comditions as they are

at present. The discount rate at New York ought to be lower than it is
at Georgia or Texas, and the member banks of those districts ought to be
able to borrow the cheapest money availsble,.

Later om as banking relations are gradually re-adjusted to
the mew aystem, the whole rate situation may take a different aspect,
but at the present time, with the great bulk of the surplus bank reserves
in New York, it may be just as well to have the member banks of other
districts lul directly with the cheapest market without impairing the |
lending power of the Reserve Bank system which 1 am confident will come 1
into play later on and perform a useful service to the cowntry. | ‘

Yours very truly,

Governor.

Homorable C. 5, Hemlin,
Governor, Federel Reserve Board,
lashington, D. C.

BSJr/8VE-1
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Herch 24th, 1915,

ly dear Governor Hsmlin:

, Your note of the 228nd is received and
indiohkes that you ave sbout well again., Please
socept congratulations from your friends in this

I hope you will follow the course I
have decided to adopt -nd get away for a ohonge.

1 am leaving to-day for Hot Springs,
Va., to recuperate from a somewhet similar atisck
which sterted the last time I was in Washington.

¥ith kindest regards, believe me,

Very truly yours,
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i‘ﬂ‘ Aug. 9, 1915,

Dear Governor Hamlin:
P

Your note of the 5th instant is on my desk this morning and I am
gsorry that my absence practically all of last week has made it impossible for
me to write you until to-day. .

My remarks at our meeting last week were based largely upon the
belief that there is, in fact, a possibility of our becoming involved in the
European War even though that possibility is quite remote, and that a certain
a_.mount of study should now be given to the problems which would likely arise
should that unfortunate event occur and how they should be dealt with,

Wo one will deny that the terms of the Federal Reserve Act as
finally passed by Congress were not and could not have been prepared with the
view of the possible outbreak of a war of such proportions as the present one.
We must, therefore, somewhat readjust our ideas to meet the possibilities of'
the present situation and some of the matters that should be dealt with, I
think, are the followiné:

1. FEDERAL RESERVE IOTE ISSUES,

The present machinery, although cumbersome,for issuing. Fed-
eral reserve notes against the security of gold certificates should be further

developed by arranging with the Secretary of the Treasury that the issue of

all gold certificates of ten and twenty dollar denominations be diécontinned.

This need not be given publicity. The mere discontinuance of their issue will

enable us to judge of the results and, if any harm results, the Tre'a.é‘ury can

resume their issue without arousing any comment,




2 Hon. C, S, Hamlin, 8/9/15,

2. ACCEPTANCES .

This matter has been so thoroughly discussed that it is hardly
necessary to review the suggestions already made. I think the regulations of
the Reserve Board and the whole method of dealing with this matter should be
liberalized,

e FISCAL AGENCY,

F3

(a) It would be well to study and develop plans by which the
available general fund of the United States Treasury might on short
notice be turned over in whole or in part to the Federzl reserve
banks,

(b) As our Government might find it necessary to make an issue,
or issues, of bonds, a preliminary plan by which such bond issues
could be made and distributed with the least disturbance to finan-
cial conditions should bd developed in advance of the need arising.

4, AUEVIMENTS TO THE FEDFRAL RESERVE ACT,

There are a number of possible amendments to the Federal Re~
serve Act which, it seems to me, should be studied in connection with the
circumstances which we discussed in Washington. The principal ones which now
occur to me are the following:

(a) A simpler brocess should be provided by which Federal re-
serve banks can issue Federal reserve notes directly against deposits
of gold,

(b) Any possible doubt or ambiguity as to the measing of Section
13 in regard to the power of national banks to accept drafts and the
power of the Federal reserve banks to discount accepted drafts (as well
as to purchase under Section 14) should be removed. The Statute might

give clearer recognition to finance drafts,
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3 Hon. C, S, Hamlin, 8/9/15.

(¢c)- Some consideration should be given to the possible neces~
sary or wisdom (as an emergency measure only) of giving power to
Federal reserve banks to lend money upon colléteral security.

(d) Also as an emergency measure, at any rate for the present,
consideration should be given to some plan by which Federal reserve

notes might serve as cash reserves for member banks,

Suggestions "“e" and "d", it seems to me, could be dealt with by hav-
ing & study made of the language of proposed amendments so that a general agree-
ment would exist in advance as to the terms of any amendment which it might be
thought wise to recommend to Congress, » |

Please do not understand that I recommend the adoption at once of
the various matters suggested. I do think they should be carefully studied now
and an understanding arrived at in case action along these lines or any other

should later prove necessary.

I hope you will be good enough to give me an expression of your views

on these points, and beg to remain,

3 Very truly yours,

Governor.

Honorable C, S, Hamlin,
Governor, Federal Reserve Board,

Washington, D, C,.

BSJr/PE
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LABOR'S NATIOWAL PEACE COUICIL AWD ITS WORK.

The organization known as Labor's National Peace
Council was formally launehed at a meeting held in the Willard
Hotel in Washington on the evening of June 22, 1915. The meeting
lasted, according to the statement of one of the organizers, until
early in the morning of June 23. Announcement of the organi- ‘
zation and the meeting was made by sending to various newspaper
offices carbon copies of a statement giving the named of the of-
ficers chosen and stating the purposes of the organization. The

names of the officers were given as follows:

~
FRANK BUCHANAN, Chicago, Ill, Bridge
and Structural Iron Workers' Union.

MILTON SNELLINGS, Washington, D. C.
Stationary and Steam Operating En=
gineers' International Union.

WILLIAN F. KRAVMER, Chicago, Ill.,
International Brotherhood of Black-
smiths .

RUDOLPH MODEST, New York City, Amal=-
gamated Meat Cutters of America.

JACOB C, TAYLOR, East Orange, N. J.,
Secretaryv=-Treasurer of Central Feder=-
ated Body of the States of New York
and ew Jersey. ’

L. P, STAUBE, Chicago, Ill., Commercial
Portrait Artists' Union.

ERNVEST BOHN, New York City, Secretary
Central Federated Union.

FRED LOHN, Chicago, Ill., Leather
Workers!? Internatiqnal Union. .

’

.-




\ & S—
. .
General Counsel: Ix-Congressman H. ROBERT FOWLER,
Harrisburg, I1l.

o)

PURPOSES OF IHE ORGANIZALION AS DESCRIBED IN STATEMINT

The purposes of the organization were given as
follows:

To get the U. S. Government to take over the
manufacture of all munitions of war.

To have a proclamation issued stopping the ship=-
ment of arms and ammunition to the belligerent nations of Europe.

International cooperation between the labor

unions of all countries to compel the stoppage of the war.

bt

To have the Government acquire the patent rights
to all munitions of war, so that there would be no desire for war

on the part of private manufacturing concerns by reason of their

ability to profit thereby

Calling of an extra session of Congress "to

promote universal peace."

BUCHANAN GAVE THE FIRST HINT OF IT

— et - st Tt s

Although this organization was not formally
launched until June 22, there is reason to believe that the period
of incubation began a month or two hefore that date. ZEarly in
June, several days before the resignation of William J. Bryan as

Secretary of State, Buchanan appeared in Washington and gave the

Chicago Tribune representative an interview. He talked about a
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"labor peace movement"

zation. He indicated that he

terested. One of

the time

atives and the peace-at-any-price

in a special organization for the

minigtration and promoting the

~

New York Sun printed

and hinted at
would see
the inferences dra

was that the labor union

such a story with some display.

Bryan and get him in-
wn from Buchanan's talk at
men in
men would be

-
purpose of embarrassing
general peace propaganda. The

Buchanan

said he would see Bryan the next day and confer with him about

the peace movement.

Buchanan, was mulling over the

fused to see Buchznan ,
of
Atlantic City.
cormittee interest

happened at

N

that the subject was not broug

he.said was considered was the

trades at

called. Buchanan came to

parted.

11|
l‘r
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IN BEETHOVEN

l[othing more

called, until on the night

labor leaders
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at Beethoven Hall, New York. DBuchanan was qudted as saying that
Bryan would head a delegation of 50 labor leaders to the White
House in the interest of peace. The date for this pilgrimage was
to have been June 22 . Bryan never seemed to fall in with this
plan, for it was not carried out, but on Saturday night, June 19,
he spoke at Carnegie Hall, INew York, and one of the leading spirits
at the meeting 1s said 1o have been Bohn, afterwards listed as
treasurer of the Peace Council.

Apparently, the scheme was -- Bryan had resign-
ed at the time = to have the pefsons interested in the "peace"
movenent come to Washington on June 22 and with Bryan go to the

: - _
White House and make known their views under circumstances favor-
able for much publicity. Then the organization was to have been
perfected on top of this. Bryan had been selected, evidently,
for publicity purposes. This programme was carried out on June
22 in so far as the organization work was concerned. The scheme :
to go to the White House and call on the President was deferred
until June 23. White House officials had a tip as to the nature
of the organization, for when a dozen men, neaded by Buchanan and
Fowler, called there on June 23, they were told that the Preésident
was "engaged". | As far as known, they never ﬁade any subsequent

effort to get an interview at the White House. 3Bryan did not

accompany the delegation.

THE DELEGATION CALLS ON JOSEPHUS DAIIELS

On the afternoon of June 23 they showed up at
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S the Navy Department and were permitted to see Jogephus Deniels &
few minutes. It was surmised that they attempted to see other
members of the Cabinet, but this is not at all certain. Buchanan - ;
is & member of the House Committee on Naval affasirs. After the
delegation emerged from the Secretary’s officernone of the men
would say enything as to what was discugssed, but Fowler after much
urging stated that they had discussed their proposition for govern-
ment manufacture of arms and ammﬁnition and that Daniels said he
wes in favor of this. Presumably nothing was said about the scheme
to gop the shipment of arms and ammunition to Europe. Daniels of
course has been advocating government maenufacture of munitioﬁs of
War.for some time past end this subject touched a responsive chord.
Fowler's description of the conversation seemed plausible.

One of the men in the party whom Fowler seemed
enxious to advertise was H. F. Oehler of Washington, D. C,, & labor
union man. Towler passed his card eround and said he hoped thé
newgpapers would print something eshout Oehler. Oehler, it appears,

] is a binder in the Goveérnment Printing 0ffice and of very little

-

sccount.

ENTEE PARTIN AND SCHULTEIS OF THE ANTI TRUST LEAGUE.

The most interesting thing about this visit to
Deniéls' office was the sppearance of Hermen J. Schulteis, other-
wise known as the "Baron," and Henry B. Martin, respectively coun-

sel and secretary for the American Anti-Trust League. Schulteis
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and Martin have been hanging around Washington twenty years. They
have a keen scent for any proposition that has about it the aroma
of money. Schulteis is or was a practicing lawyer and is still
a member of the bar. Schulteis and Martin always work together.
They are frequently seen in the Capitol when Congress is in
session. Their chief business for a long time has been to gather
in strangers and make what they can out of them by telling them
that they are "on the inside" and have secret understandings with
Senators and Representatives. Business men coming to Washington
for the purpose of opposing legislation, often fall into their
clutches. One of Schulteis' favorite tricks, when having a
"prospect" in tow, is to enter a Representative's office in the
Capitol and use his telephone. He leaves the "prospect" in the
corridor outside and the "prospect" is thus led to believe that
Schulteis is on intimate terms with the Congressman. It is sur-
prising how many strangers are taken in by this game. Magtin's
part in this is to hold the "prospect" outside while Schulteis is
telephoning. It is\related that Martin and Schultelis were found
leading an ex-Governor of Pennsylvania around in this way when

friends came to the rescue. .

SOMBTHING ABOUL THE ANTI-TRUST LEAGUE

Several cormittees of Congress have tried to
find out something about the Anti-Trust League, but the only
W

tangible objects in it were Martin and Schusteis. The League was

evidently trotted out before 1900, One of its early achievements
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of Philander C. Knox to be Attorney General. The League pestered
Representative Ilartin W. Littleton, when a member of the steel
trust investigating committee in 1911, to such an extent that he
was compelled to denounce liartin and Schufteis on the floor of the
House the opening day of the session of Consress in December, 1911.
At that time llartin and Schulteis had fastened themselves to
Representative A. 0. Stanley of Kentucky, Chairman of the In~-
vestigating Committee, and were really on the "inside" of the steel
investication. For llaptin and Schulteis those were evidently
haleyon days.

Littleton in his speech in the House December 4 -
he arose to a guestion of personal privilege - denounced Martin as
a blackmailsr and called him the tool of David Lamar. At that
time Yashington was not particularly interested in Lamar. Real

: interest in Lamar was not aroused until two years later.
In his speech l.r. Littleton said: "And let me
say right here and now to my Democratic brethren, with respeet to
' service on any comnititee in this House, that;if in that service
my loyalty to my party requires me on the one hand, to be obedient
and do as I am bidden, either by a corrupt alliance such as ghat
represented by Henry B. Martin, Herman J. Schulteis, David Lamar
and the Anti-Trust League, or, on the other hand, on the outside
and far away, by the intolerant attitude and influence represented
by the Commoner and its editor, or any other newspaper, or the
combined influsuce of both, then I tell you_I shall refuse to obey
the mandate of my party and forswear my allegiance to my committee

55 By e I
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"to the vengeance of the trusts". MNartin read the names of the
officers of the League from a letterhead as follows: President,
M. L. Lockwecod; secretary, H. B. Liartin; treasurer, Cotter T.
Bride; counsel, H. J. Schulteis. lartin sald the League was
respensible for the creation of the Bureau of Cbrporations, for
the Department of Labor and many other great reforms, and had
given the Department of Justice valuable information about the
Harvester Trust, The League, he sald, was alsc responsible for
the introduction of the resolutioci to investigate the steel trust,
but he swore he didn't know that Lamar had "hawked" it about New

- .

York The word "hawked" was supplied by Senator Walsh who was

interrogating him. He declared he had ne knowkedge of that at all

The following is a seample of Martin's testimony
on that occasion:

Senator Cwmiins. How long has your office heen in the Munsey
Building?

Ir., Martin, About two years.

Senator Cuwmins. Where was it Dbefore that?

Lr. Martin. In New York.

Senator Curming. Xor how long?

lir. Vartin., For a brief time. We were at 1229 Pennsylvania
Avenue most of the time., Those are the two places.

Senator Cummins. Who kept the records of the league?

Mr, Martin. I did, mainly. 0

Senator Cwmins. And whatever records there are will be found
in your office in the Munsey Building, will they?

ILir, Martin. No; I would not say ilhat they could all he found
there.

Senator Curmins. Where are the others?

l.re Vartin. I could not tell you at the moment.

The Chairman. Who was the treasurer?

¥r, Martin. Iir. Bride.

The Chairman. Does he liwe in Washington?
Martin. Yes. -
> Chairman. What were his duties?

Martin. Those which are customary for an officer of that

NS
D e @ o

3

¥

_—

kin
he Chairman. Did he pay you a salary?

Jds
T
i
d
T
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lir. artin, No; I am not receiving a salary now.

The Chairman. Did he pay out the money?

Lr. Vartin. 7Yes; he pald out a good portion of it.

The Chairman. Have you received the money?

Mrs Martin., I heve received most c¢f the money. I was the
active officer and attended to the zathering of the funds in sup=-
port of the organization and to the conduct of its general work.
I devoted a large portion of my time to that.,

The Chairman. The treasursr's office was a purely nominal
office, was it?

Mr. Martin., Largely; yes.

The Chairman. You have done the work - collected the money and
conducted the correspondence?

Lr. Martin., Exactly.

The Chairman. And have been the legislative agent?

lir. Martin. I have been one of them.

The Chairman., Almost the only one?

[r. Martin., No; from time to time other members of the com-
mittee have heen here, hut I have done it probably a great deal
nore than any one else. .

The Chairman. Are you willing to produce for the inspection of
the committee what papers and accounts you have, showing the col=-
lection of money, as well as the dishursement of money?

Lr. Nartin. For the reason that I gave, I do not think that I
oucght to he asked to do that. I do not think we ought to jeopar-
dize the interests and the safety of honest men who are endeavor=-
ing to do something patriotic for the good of the country.

Senator Cwmins. I wish to submit to the committee for the
comuittee to determine whether these things ought to be made pub-
lic or whether they ought to remain secret.

Liry Martin., I do not think I would have a right to do that
without consultation with the men who -=

Senator Cwmains., Very well; consult your counsel, and we will
take it up zzain. How much of the money that you have collected
i has been paid to officers of the assoclation for their compensa-
tion? .

Lr. Martin. Only a small portion of it; probably 10 or 15 per
cent of it. . )

Senator Cwmains. I do not know how much has heen collected, so
I do not know how much 10-or 15 per cent. of it would be.

L. lartin. That ‘would be only about $2,000 or $3,000, or
possibly {4,000 altogether; not over {5,000, I should say, in the
whole 10 or 12 vears. The payments to officers were practically
norinal . Wiat they were paild they turned right around and spent
in the work.

Senator Cwmins. You pay your own expenses out of that fund
here, do you not? - .

lir. Martin. No; sometimes I pay traveling expenses, and some-
times I pay a portion of my local expenses, but largely not. The
funds are used principally for the maintenance of a headquarters,
the circulation of literature, and the conducting of correspondence-
work of that character,
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goes in that way and how much of it goes 1n the other?

Ir. Martin. The great bulk of it goes in that way, for
maintenance of headouarbels and the conduct of the work.

Senator Cwmins. Do you maintain these headquarters an

his money for the purpose of influencing officers of the
ment, either in their legislative duties or administrative

Ir, Martin. By presenting the facts to them.

Senator Cumuius. Certainly; I am not suggesting that
doing it in any corrupt way.

I'r, Martin. I assure you we do not. We do not do it
but an open and public way, the manner of which is simply
fluence their judguent by presenting facts and arguments.

Senator Cummins. You represent, however, in all your 1
ture and in your approaches to lembers of Congress that yo

secretary of the Antu-trust Leasue?

lir, Martin., Yes, sir.

Senator Cummins. Do you tell the people how many men y
actually represent?

Lir, Martin. I do not think that a single lember of Con

Senator Curmins. I would like to know, tnoug“, how much

of it
the

d spend
Govern=
dnt1359

you are

in any
to in-

itera=
u are the
ou

gress

ever asked me that question = either a Senator or liember of the
House or any other executive officer of the Govermment. Most of
the men I have talked with in Congress and the Government have

known me a great many years, and, I believe, have confiden
my work . )

Senator Cumiins. But I simply ask you whether you do t
You say now that you do not?

Lr. Martin. Not voluntarily, so far as I remember.

Senator Cumins. Is there anything upon your letterhea
indicate the extent of your league?

r. Martin. Nothing except the members of the national
mittee, who are from about eight or nine different States,
lieve.

Martin and Schmlteis were evidently not
pleased with the notoriety they got in the lobby investiga
Evidently they liked to be in the limelight and considered
would assist them in their buvsiness. They were always on
at the hearings and seemed to enjoy themselves.

IJARTIN AITD SCHULIEIS FRIFNDS OF FOVLER .

ce in

ell them.

ds to
com=
I be-=-,

dis=-

tion.
it

hand

Their acquaintance with Fowler dates back, ap-

parently, to the time (about a year azo) when he introduce

resolution in Congress for an investigation by the Interst

d a

ate
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Commerce Commission of the Baltimore and Ohio Railroad's acquisi=-
ticn of the Cincinnati, Haﬂiiton and Dayton road. Previous to
this they had heen active with Lamar in efforts to have the New
Haven Railroad investigated. The investigation is not believed
to have been the result of any of these efforts, but they tried to
meke it appear 8o in conformance with their usual programme . The
investipgation of the Baltimore and Ohio which Fowler was seeking
hroush the introduction of his resolution, he was successful in
obhtaining. Whether Martin persuaded him to take this uﬁ is not
known. They were frequently seen together about this time.

It should be noted that ever since the lobby in-
vestiszation, persons at the Capitol have not taken either Martin
or Schulteis seriously. The average newspaperman, Congressman or
attache rezards them as permanent nuisances who however are harm-
less.

Consequently, when lartin and Schulteis appeared
with "Labor's National Peace Council' in the office of the
Secretary of the Nawvy, the Peace Council immediately came under
suspicion. Several N;w York newspapers published reports very
broadly intimating that this was a peculiar business, but the
Peace Council never replied to the insinuations. Fowler has been
asked if thHe German were supportinc the ormanization, but he al-
ways denied this and said "friends of peace are making small con-
tributions M

Having been defeated for re-election, Fowler

left Wasnhington about March 4, evidently not expecting to return

here. When he did return in the interest of "peace" it was not

o

ong before he was seen on the streets with partin and Sclhumlteis,
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nect him with the Los Angeles dynamite conspiracy in which the
iron workers' union was involved, have faiied.

His district in Chicaro contains many foreigners
and, of course, a large organized labor element. He has been a
conspicuous "Little Navy" man. He has frequently made speeches

in the Housge alout the "war materials trusth. He seemes to be-

lieve that the Navy exists merely to provide business for the "war

materials trust". The fact that the Navy might be used to defend
the country in the event of war, does not seem to enter into his
calculaticens.

This phrase "war materials trust" was used by
him long before the war broke out. hen the war came he fre-
gquently said that it was the result of conspiracy on the part of
the international war materials trust. This particular theory of
his seems to be in line with his general theory that trusts are
responsible Tor all the strife and trouble in the world.

It has been suscested that if the German propa-
ganda 1is really behind this Peace Council, Buchanan was an ex-
cellent choice for president - a labor man who has consistently
preached arainst the war munitions trust both before and afté}
the war. his description does not fit Fowler who himself in

congress last winter offered an amendment to the naval bill for a

bigger battle cruiser than any other member seemed to want .

FOVLER JUST AN ORDINARY DEMAGOGUE

Buchanan is, of course, not a lawyer. TFowler is

tp://fraser.stlouisfed.org/
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i?MmﬁmeﬁER under an assumed nane in a Chicago packing house and find out how'

the Illinois lezgislature. He is an excellent sample of the
middle western demagosue who frequently gets a seat in Congress.
Gossip atthe Capitol describes him as having heen an ambulance
chaser in former days and this seems to he borne out somewhat by
his own sketch in the Congressional directory. The sketch in the
directory of December, 1211, says: "Is a lawyer by profession
and enjoys personal injury practice, never taking the side of a
corporation against labor, etc.

He was a member of the House post office com-
mittee and during the past Congress probably got more space in the
Congressicnal Record than any of the leaders. His favorite pas=-
time was to make speeches in favor of larger appropriations for
the Capitol scrub women. He denounced cabinet officers for rid-
ing in automobiles. He can fly into a fury inveighing against
creedy corporations. He has the ability to make demagogic speech=
ed that are plausible enough to bhe printed in the newspapers.

He cultivated the acquaintance of reporters and gradually got to

~

be very skillful in advertising himself. 2

Withal, he was a hard worker, In order to

hamper the work of the committee on appropriations, he would sit
up nights hunting Tor eld statutes to serve as the basis of points
of order or for reducing salaries or eliminating certain statutory
positions which he opposed.

While in Congress he was not regarded as a peace
He once told a re-

advocate . He has some detective ambitions.

{

porter that if he could spare the time, he would obtain a job
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middle western demagosue who frequently gets a seat in Congress.
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and enjoys personal injury practice, never taking the side of a
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mittee and during the past Congress probably got more space in the
Congressicnal Record than any of the leaders. His favorite pas=-
time was to make speeches in favor of larger appropriations for
the Capitol scrub women. He denounced cabinet officers for rid=-
ing in automobiles. He can fly into a fury inveighing against
greedy corporations. He has the ability to make demagogic speech=-
ed that are plausible enough to be printed in the newspapers.

He cultivated the acguaintance of reporters and gradually got to
f be very skillful in ad':rertisinp; himself . )

Withal, he was a hard worker, In order to
hamper the work of the committee on appropriations, he would sit
up nights hunting for eld statutes to serve as the hasis of points
of order or for reducing salaries or eliminating certain statutory
positions which he opposed.

Vhile in Congress he was not regarded as a peace
advocate . He has some detective ambitions. He once told a re-

.

porter that if he could spare the time, he would obtain a job
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the packers "doped" the meats they sold. After he had brought

about this exposure, he would have it printed in the newspapers.
He said he believed all meat was "doped" by the packers so as to
preserve it.

Fowler was believed to be economical. He never
went in for society, and it is therefore believed worthy of coﬁ-
ment that he now stops at the Willard. When he was in Congress
he stopped in a Capitol Hill boarding house. It is believed
that he is a fair lawyer, but it is doubted if he ever had much
court experience. He was prosecuting attorney 6f his county im
Bouthern Illinois ance.' The press matter which he is getting out
for the Peace Council shows some traces of knowledge of inter-
national law, but it is probable that Fowler is the author of all
of it, He is a close student and with a couple of months readingv
would probably be able to give this matter the appearance of having

been prepared by an international lawyer.

He told a reporter that he has been travelling .
about "on this businagé ever since I left here in the spring" =
meaning llarch 4 or thereabouts.

He has also stated that he is the "press aéent"
for the Council.

ilton Snelling, the rirst vice-president of the

Council, is an ormanizer for the American Federation of Labor,

ct

His latest work has Dbeen to orpanize the brewery workers of

Washinzton and not lensg ago they went on strike. His connection

with the Council is believed to he merely that of an inactive

Digitized for FRASER g fficeholder. He lives in a very poor part of Washingtom and is °
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not reparded as a very thrifty person.

GOLPERS' ATTIVUDE TOWARD THE COUNCIL.

Although all the labor men who are listed as
ofTicers of the orcanization are members of organizations affil-
iated with the American Federation of Labor, Samuel Gowupers,
President of the Federation, has expressed his opposition to that
part of its doctrine which is aimed at preventing the exportation
of arms and ammunition to belligerents. This opposition was in-
dicated as fér bhack as June 19, the date of the Bryén meeting at
Carne~sie Hall., Goupers was invited to address the meeting., He
sent a letter resretting his inability to do so, in which he ex-
pressed the view that while peace was much to De desired, there
misht come a time when it would he desirable for the United States
to‘finht to preserve its rights. In other words, Gompers could
not spprove of a peace-at-any-price policy. The meeting was
called obtensibly to consider peace and Gompers did not refer to
the subject of exportxngnarms»ana armunition . The letter was %o
have been read at the meeting, but Goupers gave out copies of it
in Waghington to the press. He evidently wanted to be sure ‘of
publication.

Since that time ompers has gone further. He
has declared that labor is not concerned with the guestion of
shipment of arms and ammunition. He told a reporter in an inter-
view lionday, July 19, that labor is not concerned with the use
made of these arms and ammunition. He believes that Americaﬁ

manufacturers are malking arms for any nation that wishes to buy
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them, hence there is no discrimination. They are delivered free

=N

on board at the factory or at some port of entry. Vhat becomes of
them after their delivery is no concern of the laboring man. He
expressed the opinion that the U. S. could not refrain from sell-
ing arms and armmunition, as if the U. S. were in war we would

also have to buy arms and ammunition. It would be dangerous
Jbolicy, in his opinion, to close the door.

Asked if the Labor Peace Council had the sup-
port of the American Federation of Labor, he replied that "they
are not only acting independently of us, but are repugnant to us."

Further asked to go ;nto details, he refused to
say anything more. He evidently has no authority to prevent the
Peace Council from continuing its propaganda and at the same time
he does not wish to stir up a fight within the ranks of the TFed-
eration itself. The fact, however, that Gompers 1is oppésed to
the Peace Council's doctrine will undoubtedly serve to take the
sting out of any activities the Council may push in Conrress next
winter. It is pretty safe to assume Buchanan will be unable
make any progress in the Capitol with hiskg;opaqanda because the

rank and file of Representatives and Senators will know that the

Federation is not behind the movement and will act accordingly.

PEACE COUNCIL HAS ACCOMPLISHED NOTHING YET,

As far as is known in Washington, the Peace
Council has accomplished nothing except to commandeer some Sspace
in the newspapers. Two noteworthy efforts to obtain publicity

have been made by it. One was in a statement charging lack of

p://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis



=20=

neutrality on the part of the Federal Reserve Board and the other
was with respect to exportation of arms and ammunition from the
port of llew York.

The first named document was a netition to the
Federal Reserve Board alleging that a conspiracy was afoot to
have the TFederal Reserve Banks discount notes for the belligerent
nations "and their aents". This was a petition of 7,500 words
which was formally presentéd to the Federal Reserve Board. The
prayer sought two forms of relief, namelf, that no federal re=-
serve bank be permitted to discount notes which were the result of
transactions in munitions of war and also that no member bank dis-
count any such notes, the Federal Reserve Board to admonish them
against such practice by circular.

This document contained earmarks of Henry B.
Martin's study of the report of the money trust investipating
committee.

The petition to the Reserve Board said among
other things:

"We charze that through the mediwn of an extens=-
ive conspiracy composed of certain bankers and officers and
directors of federal reserve banks and member banks embraced in
the federal reserve system, acting in conjunction with officers
and agents of ﬁhe gcovernments of Great Britain, France and Russia,
the United States has heen involved in very grave and serious
preaches of neutrality x x x x x x The persons chiefly responsible
for and the dominant factors in, this conspiracy are the uembers

of the firm of J. P. llorgzan & Co., and certain other persons now
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serving as officers and directors of various federal reserve

banks and member banks, who secured these positions through the

 inflvence of the Tirm of J, P. liorgan « Co., or other business

allies of said firm or who are subject to an under-control of its
influence. The members of this firm as early as August, 1914,
in furtheran ce of the conspiracy began maeking personal represent-
ations to officers of the governments of Great Britain, France and
Russia to the effect that in the event said governments would em-
ploy the firm of J. P. Liorgan & Co. as agzents, said firm would pro-

vide facilities in the United States which would enable one or
more of these povernments to obtain in the United Ctates credits,
to thg arount of at least $500,000,000, said credits to be based

an o
uponAsecured by obligations of one or more of sald governments
or by securities of American federal state and municipal govern=
ments, or railroad and industrial corporations as might be best
available and procurable by or on hehalf of the governments of'
Great Britain, France and Russia x x Xx x x x x "
The petition goes on to give the alleged details

of these transactions and concludes:

. "Already the conspirators have drawn fromvthe
paris in the Federal Reserve System some 220,000,000 and used
these monevs on contracting and paying for the erection of hug
factories in different parts of lhe United States for the manu-
facture of instrwaents of death and destruction on a scale hither=
to undreamed of, so that even now by the use of these vast sums of

money secured from instituntions, parts of a banking system only

recently created by the representatives of the people in the hope

ederal Reserve Bank of St. Louis ) ; - J
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to France,  for delivery to military lines of the British and French
governments. This ship is a transport in the service of the Frend

and British governments.

"4, The steamship Venicie has left New York for
Norfolk, Va. to take on a shipment of horses for France. This
vessel is a transport in the service of the British and French
governments .

"5, The steamship Virginia is now loading
horses at Yonkers, IT.Y. for France. This vessel is a transport
in the service ﬁ!é%he British and Trench govermments.

"5, The steamship Jethon, now at piers Ios.

36 and 37, Hudson River, llew York, is now taking on war supplies
for Havre, France. This vessel 1s a transport in the service of
the British and French govermments.

"y . The steamship Pascal, now at pier io. 59,
Hudson Hiver, lew York, is loading with ammunition and war sup-
plies for the British government, and is a transport in the ser-
vice of the British government.

ng . The steamship Lapland, at pier 60, Hudson
River, llew York, is now taking on a cargo of gun carriages and
other war supplies intended for the British government, in viola=
tion of the federal statute as well as of international law.

: "g ., The steamship Toronto, now at pier 54,
Hudson River, lew York, is taking on a loan of ammunition and
other war supplies intended for the British government. This ship
is a transport in the service o f the British goverrment.

"10. The British and French governments have
been using the docks of the White Star and Fabre lines to store
and ship on their transports explosives, ammunition, submarines
and aeroplanes. -
The, principal arguument made by the letter is
that the chartered British ships which are carrying arms and am-
munition from American ports should, under the Council's inter-
pretation of the Hague conventions and existing treaties,. be pro=
hibited from doing that. UThe Council asserts that in these cases
merchant ships may not leave United States ports without violat-
ing neutrality. .

The letter in closing says:

"Je respectfully request that you direect that a
public inquiry be held at once by the collectors of the ports or
other proper govermment officlals at.which oral and documentary
evidence can be submitted and opportunity givenm to the citizens
to examine witnesses, to the end that your department be fully
informed as to the situwation."

\
PR VS
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PERSONAL.

iugust 25th, 1915,

My dear Governor Hamlin:
Vhen I wrote you in regard to the wvarious subjects
which it seemed to me should be especially studied just now,
with & view to possible future developments, I omitted to men-
tion the matter of credit informetion in regard to member banks,
If any emergency arose, the reserve banks should be in position \
to meet it promptly,  Ome of the most essemtial requirements I
would be complete knowledge of the affairs of member banks, Will
it not be pogsible for us to get the final conclusions of the
Federal Reserve Board ané the Comptroller at am early date so
that we may begin the preparation of information if it is to be
made available or, if it is not to be available, we may take oth-
or steps to obtain it,
Thanking you in anticipation, Ibeg to remain,

Very truly yours,

Governor,
Hone C4 5. Hamlin,
Governor, Pederal Reserva Board, ’
Washington, D. C, . . A

BS Jr/VCH=5
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August 27th, 1915,

In reading through our correspondence file, I find
in my letter of February 8th addressed to Vice Governor Dela-
no on the subject of trade in contraband articles, that the
following expression is used: "Commerce of that character

is authorized by our own laws and by internatiomal law and

convention,” That expression may not accurately describe
the legal status of the trade in contraband of war, and in
Mr, Delano's absence I am writing to express what I now under-
stand to be the present status of the commerce referred to.
Trade with belligerents in articles which are con-
traband of war and conducted by citizens of neutral nations is,
I believe, considered by some authorities to be an#mautrsl
act on the part of the individual, but it is not of a charsc-
ter which impose s upon the neutral govermment any duty or ob-
ligation of restricting or interfering with the trade.
Trade in war munitions is "denounced" by various in-
ternational agreements or conventions, the penalty of confisca-
tion is imposed and a meutral government cfin afford no protec-

tion or assistance to trade of that character, The situation
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3@’ P oo My GaBy Hanlin,
wety H | ;
in this mmmmotmutnu character now seems
to have been made clear by the followings

le The cireular of the Department of State with

| reference to noutrality issued October 15th last sistes: "In
the first place, it should be understood that generally speak-
ing, a citizen of the United States may sell to a belligerent
nation or its agent, any article of commerce which he pleases,

He is not prohibited from doing this by any rule of internatioh~
al law, by any treaty provisions or by any statute of the United
States, It makes no difference vhether the articles sold are
exclusively for war purposes, such as fire arms, explosives, etc,,
or whether food stuffs,clething, horses, etc,, for the use of the
 army or naval belligerent. *****"Por the government of the United
States itself to sell to & belligerent mation would be an unneutral
act, but for a private individual to sell to a belligerent any prod-
uct of the United is nmeither unlawfulnor umneutral nor within the
power of an executive to prevent or control,”

2« The note sddressed by Secretary Lansing to the gov~
ernment of Austria~Hungary, under date of August 12th, also, con~
tained the following expression in regard to trade in articles ;\ ,
which are contrabsnd of war: "***¢* fhis government is re].ﬂntant.

to feel that the imperial and royal government will asciibe to mw\;i

: e
legitimate trade in edk kinds of supplies used to render the armed | '

tdl

forces of a belligerent efficient **»*»n, P

United States a lack of impartisl neutrality in continuigg its
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i Auge 87, 1915,

To FHone Cus 54 Homiling

% The shove guotations supplement and amplify the

statement contained In the President's proclamation of neutral-
ity dated Auguet 4, 1914, from which $he following ls quoted:
“ind I do hereby warn the citizens of the United States *****
that while all persons mey lawfully end without restrictionsby

the aforesaid state of war, menufecture and sell within the

United “tates arms and munitions of war and other articles ordi~

mihMu*mﬁM«ww’yﬂMWmm

artlulutponthohighmtorthamwmimdnbmw
erent, nor can they transport soldiers and officers of belliger-
ents or atunptteMammthm‘bomm

— e man il B s o Bae L@ o oow Sg Sl

iished and maintained during the said war,without dincurring the
rick of hostile capture snd the penslties demounced in the law of |
nations in their behalf." |

The guestion having been raised as to the accuracy of
ny letter of Februsry 8th, I take this first opportumity of sub-. ‘\ \
mitting the basis of expression of views therein contained, Yoy

1 beg to remain, \

~  Very truly yours, ’y \
. 1%‘ f\“:‘g-
i RS
A ‘|‘\
Governor, L X
B
Hone Cs Sa mm. v ‘1\
Governor, Federal mnme Boerd, ”v’%\‘
Vashington, D. Ce \! A&
T
BS Jr/veM A
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September 2nd, 1915,

Hy dear Governor Hamlin:

Possibly, the best reply to your favor of the
26th dht., in regard to earnings asnd expenses of the Fed-
eral reserve banks, will be to send you the enclosed mem—
oranda, This was not intended originally to be forward-

ed in this form, but it will save d@lay and re-~writing to

submit exactly the data as prepared in this off'ice,

The views expressed by our auditor, ir, Jefferson,
regarding the policy which we have srrived at, were reached
after considerable discussion and we have submitted the whole
subject in detail to our Board of Directors and obtained their
approval ¢

" I hope it may be of some service in comnection with
the matter ;bout which you wrote,

Very truly yours,

Hon, C4 S Hamlin,
Federal Reserve Board,
Vashington, D. C,

BS Jr/VCii-4
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September 10th, 1915,

Uy dear Govermor Hanlins

I have just received your telegram and am
very sorry not to be @ble to take advantage of the
opportunity to have a chat with you this evening, I

have accepted an invitation from lir, Morgsn %0 meet

the Committee of English and French bankers at dinner
and only on that account find it impossible to Join you.
It was very good of you to wire me.

Very truly yours,

Governor,
Hon, Cq4 5S¢ Hemlin,g
University Club,
Hew York Citye.

BS JR/VCH

Dictated by ir, Strong but
gigned in his absence,
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October 1lth, 1915,

Dear Governor Hamlin:

We are just harvesting a very satisfactory
crop of apples a2t the farm, notwithstanding the adverse
woather conditions, and I am taeking the liberty of send-
ing you a sample to show what sort of spples can be grown
in Comnecticuts I hope they reach you in good order,

Sincerely yours,

Hon, Charles 5, E=mlin,
Pederal Leserve Board,
Washington, D, C,

BS Jr/veM_
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PERSONAL =-----CONFIDENTIAL,

January 25th, 1916,

B SRR

Dear Governor Hamling

S e, Lo
= -2y

“{ Your favor of the 2lst inst, is just received and
| I am indebted to you for the confidential adivice as to plans
of the Pederul Heserve Board which might be classed to some ex-
tent, as preparation for emergencies,
Thé enclosed suggestion for amendments are those
which have been considercd from time to time by the officers
of this bank end, to some extent, discussed with Governors of
other of the reserve banks at the various Conferences during
the past year, I am not prepared to say that in this form I
would finally recommend them, but they contain suggestions
which may be of value in connection with work along this line
by the Federal Reserve Board.
A careful study of the proceedures taken by England,
France and Germ;:ymd by the central banks of those countries
in scounection with the war, brings to light very strongly what
functions such institutions as the Federal reserve banks will be "
called upon to perform in the event of any great national calam-
ity. These have ummistakably proven to be |

First: Almost unlimited extension of eredit to
banking institutions,

Second: Unlimited issues of notes to take the
place of gold in eireulation which rap-
idly disappears,
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70 Hom, C., 3, Hamlin,

|
g
|
To take caore of the demands of the character first 1
mentioned, Pederal reserve banks should be in a position to dis-
count with freedom and without emcountering technical obstacles, 1
all paper of every character offered for that purpose by solvent
members, within, of oourse, the limits of business prudence and
the limitation of the statute as to reserves,

To meet demands of the character described as second,
it is highly important that the process of accumulating gold |
should be vigorously continued, giving note issues of the Pederal '
reserve banks a gquality by reason of the large gold backing which ‘
can be obtained by no other process than that which now pregails, ‘
The use of gold being impounded by the present process as a part 4
'of the bank's reserves, will grestly assist in making the notes |
acceptable for circulation and in Justifying their use,(possibly ‘
only under emergency conditionms), as reserve money,

One of the consequences of developments which would
lead to sudden expansion of the reserve banks, as above desoribed, |
might prove to be a demand for gold, and ability to meet this de-
mand will depend u;-m;: the gold resources of the Pederal reserve
banks. It seems to me, therefore, that the steps now contemplated
by the Board in recommending various amendments are absolutely es-
sential to the preparation of our banking system to meet emergency
strains, '

It had occurred to me that some of the legislation men-

tioned in your letter might be favorably received by Congress during

Federal Reserve Bank of St. Louis ‘ . e I Ll T T TR 13 1 R i
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o Jan, 25, 1916,
To Hon, C, S8, Hamlin,

the present session where some other features, such as the re-
serve gqualities of Pederal reserve notes, might be dealt with
by having the necessary legislation prepared and ready for sub-
mission should ocegasion arise which would require it.

I very much appreciate you writing me so fully and
will hold your letter in confidence,

Very truly yours,

Hon, C, 5, Hamlin,
Federal Reserve Board,
Vashington, D, C,

BS Jr/vCU-5




Confidential.

ay Sth, 1916,

iy dear Governor Hamlin:

lr, Jay and I have obtained from lMr. J, P. Morgan, a

verbal statement of the financial condition of the firm of

J. P. Morgan & Co, and the allied firms of Drexel, Morgan & Co.,

Morgan, Grenfell & Co. and Morgan, Harjes & Co., which conforms

to the plan authorized by the Board of Directors of this bank and

which will justify placing that firm upon the list of those prie

vate bankers whose accepbtances are eligible for purchase by Fed-

eral Reserve Bavks. Letters have been exchanged between this

office and the firm of J, P. Morgan & Cp. which comply with our

requirements for obtaining information respecing specific bills,

The information furnished us includes:

(a)
(v)

(e)
(d)
(e)

The aggregate capital of hhe fowr firms

The personal responsibility of the partners
outeide of the firms' capital,

The liabilities of the firms,
The amount of their acceptance engagements,

A general statement of the character of the
firms® assets.

Cur arrangement with Mr., Morgan includes an undePpstande

ing that any material change in the firms' affairs will be brought

to our attention.
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-la May 5, 1916,
To Hon. C. 5. Hamlin.

It is unde®stood with ¥r, Horgan that his state-
ment is confidential and that no announcement in respect thercio
will be made. The knowledge of the eligibility of bills accepted
by his firm will become current in the street as soon as we begin
to buy them,

It is important for various reasons that approval
of the form of statement as above outlined, be given as prompily
as possible and ¥r. Jay and I would epmreciate advice by tclegraph
on Saturday, if possible, that the information as above outlined
is satisfactory to the members of your Board.

Very truly yours,

Governor,
Hon, C., S, Hamlin,
(fovernor, Federsl Reserve Board,
W ashington, D, C.

BS Jr/vCM




Confidential

May 5th, 1916,

My dear Governor Hamlin:

Re lessrs., lHeidelbach, Ickelheimer & Co. .

Messrs, Heidelbach, Ickelleimer & Co. have filed with
us an auditor's statement of the condition of their firm in the
form enclosed.

in addition to the figures submitted, a member of the

firm has made a statement to Mr., Jay and me in regard to their af-
fa@rs and policy and we have now placed their name upon the list of
those fiems whose bills are eligible for purchase by Federal Reserve
Banks, We will appreciate your mpproval ef!the’formrenclosed,

This firm has likewise filed with us the necessary letier
undertgking to furnish us with infermation in regard to specific bills
if requested and Nr., Ickelheimer has stated that he will inform us of
any material change in the firm's affairs,

It is understood that the enclosed statement is confiden~
tial and that no announcement is respect thereto will be made, The
knowledge of the eligibility of bills accepted by this firm will be-
come current in the street an soon as we begin to huy them.

Very truly yours,

Governor,
Hon, C, S8, Hamlin,
Governor, Federal Reserve Board,
Washington, D. C.
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iay Sth, 1916.
My dear Governor Hamlin:
Re M E, Naumberg & Co.
lessrs, B, Haumberg & Co. have filed with us an suditor's
stetement of the condition of their firm in the form enclesed.
In sddition to the figures submitted, a member of the l

firm has made a statement to ¥r., Jay and me in regard to their af-
fairs and pelicy and we have now placed their name upon the list of

those firms whose bills are eligible for purchase by Federal Reserve

.y =an

Banks. We will appreciate your approval of the form enclosed.

This firm has likewise filed with us the mecessary letier

undertaking to furnish us with information in regard to specific bills

if requested and Mr, Naumberg has stated that he will inform us of any
material change in the firm's affairs,

It is understood that the enclosed statement is con-

fidential and thet no announcement in resmpect thereto will be made.
The knowledge of the eligibility of bills accepted by this firm will
become current in the street as soon as we begin to buy them,

Very truly yours,

Governor,
R’n. c. s. mlin.
Governor, Federal Reserve Board,
Washington, D. C.

BS Jr/VCi-2
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CONFIDENTIAL

Nay 23rd, 1916.

My dear Governor Hamlin:

When I was last in Washington, I left a copy of a
confidential memorandum covering my conversations with the
Governors of the Bank of England with ¥r. Delano in order that

it might be available for subsequent discussion and such aetion

as the Board considers desirablea.

There are a number of principal points for consider-

ation in thies connection:

| (a) Paragraph E of Section 14 of the Federal Reserve
Act authorizes Federal resserve banks to open and maintain benk-
ing accounts in foreign countries, appoint correspondents, etc.,
"with the consent of the Federal Reserve Board."

The plen suggested by the memorandum cannot
therefore, be put into operatiom without the formal authoriza-
tion of the Federal Reserve Board, which as I read the statute,
should cover the opening and maintaining of a bank account and
the establishment of the Bank of England as our correspondent in
England.

(v) For reasens which I expressed in some detail
while in Washington, it is in my opinion, abaolutel} necessary
that the purchase of foreign bills and the operation of banking

accounts in foreign countries by the twelve reserve banks should
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5 To Hon. C. S. Hamlin, May 23, 1916.

be conducted as one a.ccount. I shall not attempt to repeat
the explanation made in Washington, except to ssy that 1f the
account is to be managed in that way, it should be done unde¥
a sufficiently binding agreement so that when the necessity
arose for really protective measures to be undertaken to save
this country from a drain of gold, the entire burden will not
fall upon the Federal Reserve Bank of New York. I resard this
feature of the Federal Reserve Act as one of the most important
and :‘.‘z;,r-ma.c-.hingi in its effects, €0 much s0 that, as I stated to
Secretary licAdoo, if the other reserve banks decide not to par- |
tieipate in the arrangement, we would nevertheless undertake it
ourselves, provided our Board of Directors authorize us to do so.
(¢) The question of neutrality invelved rust, it
seems to me, be taken into consiﬁemtlcn by your Board when giv-
ing or withholding its consent to the appointment of the Bank of
England. I have never believed that a Federal reserve bank is
a government institution in the semse that it would implicate
the United States Government in an ummeutral tranmsaction, if our
relations with the Bamg of England were considered to be umneutral.
Farthermore, the Bank of England is a private institution and in
no sense a part of the British Govermment. It is probably less
so than we are, although, as you know, it is the principal fis-
cal agent of the Govermment in the management of its domestic fi-
naneial affairs.
(d) The wisdom or unwisdom of undertaking invest-

ments in foreign bills at the present time depends,of course,
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a3 . Te Hom. C. 5. Hamlin. |[Hay 23, 1916.
entirely upen the degree of security afforded by the arrangement
made with the Bank of BEngland. After naking,a very careful
study of conditions in England and Fra:oo, I became convinced
that the cpening of accounts and purchase of bills abroad dur-
ing the continuance of the wer would not be justified by the
Federal reserve banks unless we were especially protected by
an engagement on the part of the Bank of Eagland in England and
the Bank of Frznce in France to liquidate our accounts in gold,
if we reguire it. Ne oth.# bank is sble to make as effective
& gold emgagement as is the Bank of Englend, it being the cus=
todian oif the gold of the nation.

(e} There is no occasion st the present time to con=
sider operatiens, butl occmsion may arise, however, some time in
the Fall and I would like to he prepared before that tims arfivos.
Conditione may alter Qatorinlly end we might feel unwilling to
undertake any transactione, notwithstanding that the arrangement
wag concluded im all particulars.

(f) Whether ic undertake any business abroad before
the conclusion of the war or mot, it seems to me important that
the Federal Rouorvi'Agt should he amended se¢ as to provide that
Federal reserve banks may receive accounts frem such correspond=-
ents as they may appeint abroad, otherwise, it would be diffieult
for ug to make the relationship effective.

Eay I ask $he Board to give consideration to the de-

sirability of acting upon this matter in order that I may contimue

Federal Reserve Bank of St. Louis
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-7 cerrespondence with the Bank of England and the Bank of France
and, if aoc-stlry.'suhnit the matter to the Governors of the
twelve reserve banks?

Your Board has been advised of the character of the
arreangements already established with the Bank of the Nether-
lends and we are now in correspondence with the Javasche Bank
with a view to estadblishing somewhat similar relations with
that bank. You further understsnd that Nr. Warburg has dis=
cussed tantattﬁnly vith the Banco de la Naciom Argentina the
poesibility of lhe establishment of a relationship with them.
Our business with each of the institutions named will vary
considerably, but it may be desirable for the Board to consider
at this time the whole subject of foreign correspondeants and |
whether it may mot be sdvisable to authorize the appointment
of the banke named as our correspondents fer the purpose of
such business as we may be transscting with them from time to
time.

I peg to remain,

Respectfully yours,

~

Governeor.

Bons G. 8. Hamlin,
Governor, Federal Reserve Board,
Washingten, D, C,

BS Jr/veH
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CONFIDENTIAL uey 25, 1916.

Dear Kr. Hamlin:

Governor Strong and I have obtained from Mr., James Brown a
verbal statement of the financial condition of the firm of Brown
Brothers and Company and the allied firm of Brown., Shipley & Company,
which conforms %o the plan authorized by the Board of Directors of
this bank snd whigh will justify placing that firm uwpon the list of
those private bankers whose acceptances are eligible for purchase by
Federal reserve banks. We have received from Messrs. Brown BErothers
& Company a letter agreeing to give us such information as we may re-
quire respecting specific bille.

The information furnished us includes:

{a) The aggregate capital of the two firms.

(b) The personal responsibility of the part-
ners outside of the firms! eapital.

(¢) The liabilities of the firms.
(d) The amount of their acceptance engagements.

{(e) A general statement of the character of
the assets of the firms,

(£) A general statement of the policies govern-
ing the comduct of the business of the
firms.
Mr. Brown will inform us of any material change in the affairs of the
fires, |
It is usderstood by Mr. Brown that his statement is confiden-

tial znd that no announcement in respect thereto will be made. The
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June 16th, 1916.

Wy dear Governor Hamlin:

I was just about to write you this morning when you
came in. Fow I want to thank you for both your fine letter
and for coming in to see me to cheer me up. You and your as-r
sociates and the men in the bank down town have done everything
in your snd their power to relieve my mind of any anxiety ahmf
going away and I am more deeply grateful than I ean possi‘blg
express.

I hope you get a good rest yourself this Summer. All
the members of the Reserve Board have bben working under a tre-
mendous strain and I can now with justice point to myself as ar
horrible examile of going through an experience which all of you

'

maet avoid.

With meny thanks, I am,

Very sincerely yours,

Hon5.-C. 8. Hamlin, ; .‘
Care Federal Reserve Board, |
Washington, D. C.

BS Jr/veH
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Estes, Park, Coloe., July 19, 1916.

\

Hon. C. 8. Hamlin, :
% FPederal Reserve Board,
washington, D. C.

Dear Governor Hamlin:

Thank you for sending me the Ip
of the Clayton Antitrust Act. Please hdve no fears,

‘allisnces here that might violste the re
is only one bank in Estes Park, edpital of
$12,500 and, unless my little—oXf &\ considered
a Eaderal Reserve Bank, 47 o hon-compe ti-
tive distriet. I am Jus : ¢agua in a little
proselyting with the Csgy bhe who is also
Proprietor of the Lewisbton yHere I am aaoppiag. in an

aim to\semilt at r« That seems to
og for local activities out

7, dnd the same to your good self.

Cordially yours,
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CONFIDENTIAL.

Dear Sir:

At the last conference of Governors of Federal Reserve
Banks, held in Washington in April, Mr. Strong made & report of
his negotiations abroad for the appointment of correspondents
for Federal Reserve Banks in London and Psris. 8ince that date
further progress has been made toward the completion of these ar-
rangements in London and the Federal Reserve Board has now been
asked to consent to the appointment of the Bank of England as the
London correspondent of the Federal Reserve Bank of New York.

The tentative arrangement discussed with the officers of
the Bank of England contemplates that each of the Federal Reserve
Banks will be invited to participate in transactions in the English
market, if they so desire. We are writing you this letter, in
strict confidence, in order that you may be acquainted with the

terms of the proposed arrangement and for the purpose of obtaining
an expression of your views as to the following suggested method
of operating an accdunt in which all Reserve Banks that so desire
may participate.
Enclosed herewith is:-
le Copy of a memorandum of conversations between
the Governors of the Bank of England and the Governor of the
Pederal Reserve Bank of liew York, prepared in London in
March, 1916
2. Copy of memorandum submitted by the PFederal
Reserve Bank of New York to the Federal Reserve Board, ex-
plaining the proposed arrangenment.
Please observe that memorandum No. 1. contains & provision
that no statement or announcement respecting this matter will be

made without the consent of both parties.

ederal Reserve Bank of St. Louis



Careful consideration of the character of the business
to be conducted convinces us that satisfactory results can only
be obtained by cooperation on the part of all Federal Reserve
Banks which participate in the account and by the menagement of
transactions as one undivided account. As & tentative suggestion
of methods to be pursued, we submit the following:-
(a) The privileges of participation will consist in:-

1. GSharing pro rate in the purchase of bills in
London; ;

2. Sharing in such balances as are carried with
the Bank of England at interest;

3. Sharing in purchases and sales of exchange;
all of which transuctions are expected to result in profits.
(b) The responsibilities arising from participation will
consist of the following:-

le A pro rata liability for any losses incurred in
the purchase of bills.

2« A pro rata liability for any losses incurred in
the purchase and sale of foreign exchange.

de A pro rata liability for losses incurred on gold
ear-marked by the Bank of England. 1

4. A pro rata liability for any losses of gold in
transit, shortage of weight on the same, or
abrasion resulting from shipments.

6. A pro rata liability for any losses incurred
on the storage and ear-marking of gold held for
account of the Bank of England, save losses oc-
casioned by the negligence or misfeasance of the
izdera% Reserve Bank of Hew York as custodian
ereols

6+ A pro rata liability for any losses resulting
from the guarantee of bills purchased for sccount

of the Bank of England.
igitized for FRASER
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7. A pro rata 1iability for expenses incurred in
: conducting the account, except office and gen-
eral expenses of the Federal Reserve Bank of
llew York.
{(e) The following methods are also suggested for handling
the account:-
Each Federal Reserve Bank might, as may be decided,
contribute "capital" to the account:-
ls In the proportion which the assets of the con-
tributing bank bear to the assets of all
contributing banks;
2. In the proportion which the capital of the
contributing bank bears to the total capital
of all contributors;

3« In the same proportion which now applies to the
division of investments made in New York, or

4. PFor an arbitrary amount to he determined by each
bank, subject to review by either the Federal
Reserve Board or by & Committee of the Governors.

{d) The account and all transactions therein to be conducted
by the Federsl Reserve Bank of New York, which would render an
accounting to eéoh participant as soon as practicable after the
first of Jenuary and the first of July in each year, which ac-
count would state the amount of profits realized, or losses
ineurred, for which settlement would be made forthwith.

(e) The accounts to be rendered by the Federal Reserve
Bank to be audited and reconciled by a Committee of the Governors,
(or their nominees) named by the banks participating, which Com~
mittee of Governors would meet at stated intervals and determine
the general poliey to be pursued in the management of the account.

(£) Every participant would undertake to be responsible pro-
Digitized for FRASER
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rata for all losses incurred on all transactions undertaken
during the period in which it wes a participant in the account
and until such transactions were fully liguidated, and with-
drawal from further responsibility could omly be affected by
giving say six months' notice, from which date no further
liability could be inecurred in behalf of such withdrewing
participant.

(g) Weekly advice by meil or telegraph to be given by the
Federal Reserve Bank to each participant, stating such par-
ticulars of the condition of the sccount as will enable each

" participant to make suitable entries on its books, required for
the calculation of reserve. This advice would probably be
necessary only at such times as ear-marked gold which would
count as reserve might be held by the Bank of England for ac-
count of the Reserve Banks. Other than such gold, the interest
of each bank in the account would probably appear on its books
under the ledger heading "Foreign Exchange Account.”

{h) The terms of participation, as sbove outlined, together
with any modifications agreed upon at the outset, or subsequent-
ly, to be set out in a memorandum and authorized and approved by‘
each participant by resolution of its Board of Directors, in a
form to be agreed upon in advance, to be uniform as to each par-
ticipant, and copy thereof to be lodged with the Federal Reserve
Bank of liew York. '

(i) The benefits and liabilities accruing to each participant
to be subject in all respects to the original terms arranged with

Digitized for FRASER
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the Bank of England and approved by the FPederal Reserve Board,
and of any modifications thereof.

(j) As similar arrangements may in time be effected with
the Bank of Prance, the Bank of the Netherlands and other for-
eign correspondents, like opportunity to be afforded to each
Reserve Bank to participate in such accounts, upon terms similar
to the terms applying to the account with the Bank of Engleand.

(k) The Pederal Reserve Bank of New York to be allowed as
compensation for menaging the asccount the same rate of commission
which 1t now receives for making investments for other Reserve
'Banks in New York, such compensation, however, to be subject to
review every six months by the Committee above provided to be
appointed.

You will doubtless realize that considerable responsi-
bility must be assumed in handling an account of this charscter.
The Federal Reseive Bank of New York would undertake to use due
diligence in conﬂubting the account, but would assume no respon-
sibility for the results of transaciions, which would be handled
with the same care a&s is given to The conduct of its own business.

Will you be good enough to consider the abhove and submit
your suggestions in respect thereof as promptly as possible, in
order that no unnecessary delay may arise in concluding the ar-
rangement .

Yours very truly,
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Whereas experience has shown that the payment of debts
arising in the course of commercial and financial transactions
is often impeded and rendered difficult by reason of circumstances
which interfere with and temporarily render impracticable the
safe transportation of gold from one country to another, in
consequence of which trade is deranged, values are rendered
unoortaﬁ?, and widespread loss and suffering take place, the
High Contracting Parties, being desirous to guard againet such
grave inconveniences, have decided to conclude a convention
for that purpose, and to that end have appointed as their

roqpectivo plenipotentiaries.

who; after reciprocally exhibiting their full powers, which “
were found to be in dve form, have agreed upon the following u
articles: |
ARTICLE I. | ‘
With a view to stabilize exchange and facilitate the |
settlement of bulnnoc;. the High Contracting Parties agree that |
all deposite of gold, made within the juriedietion of any of |
them for the purpose of paying debts incurred in the jurisdiction
of another, in the course of private commercial and finanoié;/~
transactions, shall be treated by their Governmente ae ceni_’
stituting an international fund, to be used for the sole ﬁhrposo
of seffecting exchange.
To thie end the High Contracting Parties agree never to
appropriate any of the moneys included in such fund; and they
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~wrthermore engage, each within ites own jurisdietion, to
guuraatéc the fund, in any and all ciroumstances, in war as
well as in peace, against seizure by any publiec authority as
well as against impairment by or as the result of any political

action or change whatscever.

ARTICLE II.
The High Contracting Partles agree to act as trusteesof
the fund wentioned in the preceding Article, and for this purpose
each of them will designate a bank within i%s own jurisdietion
to hold any part of the fund there existing as joint custodian

with such person or persons or such institution as the High
Contracting Parties may concur in appointing for that purpose.
Bueh/ggégzdianl shall hold the moneys so entrusted
to them, subject to the order of the creditors for whom it is
held. \
, ARTICLE III. \
The details of the practical operations of the fund shall
be regulated and doto;mincd by agreement between the designated
depositary banks, and in order to simplify and fagilitate such
operations, the High Contracting Parties agree to take into
consideration the reciprocal adoption of a uniform exchange
standard, permitting the interchangeability of their gold
coins, for which purpose they recommend the adoption of gold

coine which shall be either a multiple or a simple fraction
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i
or a unit consisting of 0.33437 grame of gold 9/10 fine.

ARTICLE IV.

This convention shall be ratified; and the ratifications
shall be exchanged at within two years, or
sooner, if possible.

In testimony whereof, the respective Plenipotentiaries
have signed these articles and have thersunto affixed their

geals.
Done in copies, at » this
day of » 1816,
(8eal)
(seal)
(8eal)
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Memorandum of conversations between
the
Covernors of the Park of Hngland
and the
Governor of the Pederal Reserve Bank of New York
regardins possidble relations between the two institutions.

-~

The following points confidentially and tentatively
agreed upon for submission and ratification by the respoctive
institutions, with a view fo beingy put into operation after the
econclusion of the Weri-

1. 'The Pedersl Reserve Bank of New York to sct for itself
and for sueh of the other eleven (11) Federal Reserve
Banks as join the sccount.

2. ACCOUNTS. The Federal Resorve Park of New York to maine
tain am secount with the Bank of England.

As the Federal Reserve Bank of lNew York can only
receive deposites from its own members and the United States
Covermment, any balance maintained by the Bank of BEngland with
the Pederal Reserve Bank ofWew York to be held as ear-marked
gold. »

3, BILIS. '"The Bank of England to purchase, as and when so
requested, prime storling bills for account of the
Federal Reserve Benk of New York, for the payment of
which, ot msburity, the Bank of England willl be
responsible, such bills to comply with Section fourteen
(14) peragraph "B', of the Pederal Reserve Act, which
requires that they shall arise out of sctusl comereial
transsetions, have no more then ninety (90) ¢ 93 days
to run, and besr the signature of two or more
responsible parties. The Pederal Reserve Bank of New

York,

ttp://fraser.stlouisfed.org/
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sbsolute dispossl of the purcheser, in either case.

4. The sceounts respectively to be kept free of chames and
commission - exespt as regards actual out-of-pocket

5. INTEREST. When balances with the Pank of Bngland camnot |
be invested in Hills, the aceount of the Pederal Reserve
Bank of New York may be dealt with on an interest bLasis, ||
at rotes to be sgreed upon. '

As the Pederal Reserve Pank of New York is not
suthorized by lsw to sllow interest on balaness, or to receive
doposits fyem other then member barks, balances carrisd by the
Bandk of Mnglend in order to omrn interest must be invested in
pille.

8. The debtor institution at the reguest of the ereditor
institution to set aside and ear-mark gold on s dullien
basis vepresenting belances due, Such pold to be
olearly idemtifiod ms to ownership.

7. OOID SITRITNTS., ‘The debtor institution to ship pold to
the ereditor institution, on request, at the cost and
rigk of the eroditer institutdon. Where pold is shipped |

| by one instdtution to the other for the purpese of
| making. exchange, and not for tho purpese of settling
; balances, sueh shipment to be at the risk end expense of
| the shipping institution, An agreenent to be later
| arranzed by correspondencs, or otherwise, to cover ell
| questions of sbrasion, price of bar gold, price of coin, |
shipping cherpes, snd other details of that charscter,
g0 that the effect of tho arranpement will be %o mske |
2ll shipments of gold between the two institutions upen
exactly equal terms as to each,

8. INPORMATION
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FORMATION, Tt i3 expected thet information will be
exchanged hy correspordence, respecting credit matters
and finsncial conditions,
©. DURATION, The arvengement to be subjeet to cancellatien
by sither institutien, in vhole or in pert, exospt as to
transections in process, on notice by letter or eadle,
1t being understood thet any unliquidated balance either
way will be settlsd in pold, 1f desired, under the terms
of the understanding. If cireumstences requive ov
the Var, sdviee to thet effeot will be given by the
Pedorel Meserve Bark of New York,
| 10, Tt 15 hoped timt the Pedersl Reserve Baxk of New Yok will
| wmwmwwwmmmw |
| the Bank of Prance. | J
| 11. o announcement directly or indirectly to be made regerding
|
|

| the contents of this memorandum without the explicit
consent of both institutions.
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SEOREZ.

lemorandum of Conversations between
the
Governors of the Bank of England
and the
Governor of the Federal Reserve Bank of New York regarding
possible relations between the two institutions.

The following points confidentially and tentatively
agreed upon for submission and retification by the respective
institutions, with a view to being put into operation after |
the conclusion of the War:-

- 1s The FPederal Reserve Bank of New York to act for
itself and for such of the other eleven (11)
Federal Reserve Banks as join the sccount.

2+ ACCOUNTS. The Federal Reserve Bank of New York
to maintain an account with the Bank of England.

As the Pederal Reserve Bank of Hew York can only
receive deposits from its own members end the United States
Government, any balance maintained by the Bank of Englend
with the Federal Reserve Bank of New York to be held as
ear-marked gold.

S« BILLS. The Bank of England to purchase, as and
when so requested, prime sterling bills for ac-
count of the Federal Reserve Bank of New York,
for the payment of which, at maturity, the Bank
of Englend will be responsible, such bills to
comply with Section fourteen (14) paragraph "E",
of the PFederal Reserve Act, which requires that
they shall arise out of actual commercial trans-
actions, have no more than ninety (90) ? 93 days
to run, and bear the signature of two or more
responsible parties. The Federal Reserve Bank

4
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of Niew York, likewise, to sell prime dollar bills

of & similar nature to the Bank of England, and to

be responsible for their payment at maturity. Such
bills to be at the absolute disposal of the purchaser,
in either case.

4. The accounts respectively to be kept free of charges
and commission - except as regards actual out-of-
pocket expenses.

6. INTEREST. When balances with the Bank of England cen-
not be invested in bills, the account of the Federal
Reserve Bank of New York may be dealt with on an in-
tereat basis, at rates to be agreed upon.

As the Federal Reserve Bank of New York is not author-
ized by law to allow interest on balances, or to rooei&e deposits
from other than member banks, balances carried by the Bank of
England in order to earn interest must be invested in bills.

6« The debtor institution at the request of the creditor
institution to set aside and ear-mark gold on a
bullion basis representing balances due. Such gold
to be clearly identified as to ownership.

e GOLD SHIPMENTS. The debtor institution to ship gold
to the ereditor institution, on réquest, at the cost
and risk of the ereditor institution. Where gold is
shipped by one institution to the other for the pur-
pose of making exchange, and not for the purpose of
settling balances, such shipment to be at the risk
and expense of the shipping institution. An agree-
ment to be later arranged by correspondence, or
otherwise, to cover all questions of abrasion, price
of bar gold, price of coin, shipping charges, and
other details of that character, so that the effect
of the arrangement will be to make all shipments of
gold between the two 1n§t1tntiona upon exactly equal
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terms as to each.

8e INFORMATION. It is expected that information will be
exchanged by correspondence, respecting credit mat-
ters and financial conditions.

e DURATION. The arrangement to be subjeot to cancella-
tion by either institution, in whole or in part,
except as to traneaotionq\in process, on notice by
letter or cable, it being understood tﬁat any un=-
liquidated balance either way will be settled in
gold, if desired, under the terms of the understand-
ings If eiroumstances require or justify commencing
operations before the conclusion of the War, advice
to that effect will be given by the Federal Reserve
Bank of New York. ‘

10, It is hoped that the Federal Reserve Bank of lew York
will eventually reach an arrangement on similar lines
with the Bank of France. '

1l. No announcement directly or indirectly to be made re-
garding the contents of this memorandum without the
expliocit consent of both institutions.
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CONBIDEHTIAL

A : ._DBu.'I."' 311!3

At the lset comemma SF Govaunbsa o Pediiral Baserva

ks ;ﬂ“"ﬂ Basica, hold in ¥eshington in April, r, Strong mede s report of his b

Iﬂ ".' “_i f : _metuuum abrodd’ for the appointment of correspondenta for Federal
b 1 Ressrve Banike in London sod Peris. Sinos that date fartnor progrese
x “'::_::':: " has besn nsde tokard the completion of thene arvengensnts ia Londen :
" e "fl . ud tho Pederal Raserve Board has now been aahd to congent to the ap-
_71 ' " 7 -pomtmnt of ihn Bank of England as the London comapondant cf ths
I" . _ | Pedaral Réserrs Banie of New York. _
3 © 0 . ;e tentative arrangement disossed with the offisers of the
!f::_. i Bmk nt ingland contmplatu that each of the Mo‘ral Eeservs Bunks will |
';-; s e mnm to. pnrtio:lpnte in tranesotions in the m,-unn market, 1t they :
I 'h _Ju";..l' L 1] ﬂ.ﬂ.ﬂ- - We m m‘“:}ﬂg you this loﬁer, in serics oonimmce, in

T E."' - fl oﬁnp that you may be -apqueinted with the terms of the proposed arrange-

: . i : mmt -nd -for the yurpou of obtaining an oxpreuion of your views as to

“ the follpuing suggestad method of operating ar account in whioh all Re-

| serve Banks thst so ddmire may parsiotpste. ‘ |
i Brolosed horewith isie

B 1. copy of a memorandum of couvarsations between
’s 'ﬁ._' . ths Zovernors of ths Bank of England snd the Goveror of the

ol Podersl Reasrte Busxkk of New York, prepsred inm Londen in
L karoh, 1516 : . :
A :':J. e Ry - Copy of mesorandos sabmitted by the Federsl
o ~ Reserve m of New York to the Federal Reporye Bou-d. ex-
o ph.ining tha propased mmgamdt, ,
T TR Pllg.n ohoarn shat memorandsn No. 1s eontsiza a provision

that no na.tme or smmouncement reepeacting t};ula matter will be made
- ®ithowt the consent of bakh portion.
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| ' Careful considsration of the chsracter of the buumuftq;f
bs condusted convinoss ue that satisfactory results can oply'ﬁi o'b::f
tained by cooperation on the part of all Federal Resorve Banks which -
participate in the accomnt =nd by the management of transsctioms aa
_ ona andivided account., As & feutative suggestion of methods to be
purmaod, we submit the following:- ‘
(‘aj " The privilezes of participation will oonsist ini=-

1. Sharing pro rata in the purchase of bllls in
Londeon;

&.  Sharing in such balances a2a are carried with
the Bank of England at interest;

‘3. Sharing in purchases snd sales of exchange;
all of whish transsctions sre expocted to result in profite.
(b) ,m».umnuuum- arising from participation will
e;:mut of the fallowing:-

et 1, A pro rata liability for any losses incurred 'm
the purchase of bille.

2, A pro rata liability for sny losses imourred in
the purchass snd sale of foreign exchange.

3. A pro ¥aba lisbility for losses incurrsd on gold
y car-marked by the Bmk of llnslm

- - 4. A pro rata Alsdility for any losses of gold in
A o : trenait, shortage of weight on the sams, ¢r
sbrasion resulting frow shipmeuts. *

6. -4 pro rats liabllity for sny losses incurred ‘"

' on the storage and esar-merking of gold held for :
socornt of the Bank of England, save losses oo~
casioned by the negligence or misfessance of the
Fadere] Resarve Banik of Nesw York as custodisn
tharoot._ ¢

G. A pro rata 1iability for sny loases rcmltirgr

' foom the guarantes of bllls purchased for mmt
B ¢f tha Sask of England.
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T. A pro rata lisbility for esxpenses inocurred in - ',II
) conducting khes eccount, except office and m-
eral sxpenses of the Fodersl Heserve Bank of
Kew Yori.
Y The follewing methods are also suggested for handling the
acsountz~
- | Reoh Federsl Baserve Bank might; as may be decided, con-
tribate “capital® to the scoount:- '

1. In the proportion which the assets of the con-
tributing bank beer to the assets of &1l con-
tributing bexlcs;

2.  In the proportion which the capital of the con-
tributing bank besrs to the tetal uplhl of
all nmmmtorn

3. in the same proportion vhich now appliss to the
diviasion of Lmﬂmts made in Jew York, or

& Foran n‘bi.tuﬂr amount to Le determined by each
bark, subject to review by sither the Federsl
Reserve Zomrd or by a Committes of the Governors.

. _ (&)  The scgoust and all transactions therein to be conduoted
by the Pedernl Heserve Bauk of New York, which wonld remder an ac-
sounting to esch participant as soon as precticabls after the first
of Jenusry and the first of July in each yesr, which scoount would
gtate tha amownt of pmtitﬁ rerliged, 0r loeses inovrred for which

. | sottlement would be made forthwith. ‘ |

- ' ia) Ths accuﬁ:a to be vendsred by the Federsl Resarve Bauk

e pe sudited and reconeciled by & Committea of the Govermors, (or ‘

their nominess; namcd by the berniks pnrticlpath;.gp‘ﬁi.oh Oonmitteas

of Governmers would meet &t stated iutervals hand. dsterunine the general

pelley t9 be pursued in tha manapgesent of the aéccunt?l : J‘ |
{t]» Brery purticipant would undertsie to be fﬁip@uibic‘ Pro= - :

rata for ell loenss incurped on a1l -trmuiﬂt?@ﬁl nndurtm during the

; T
peviod in which if was = pariiolpant in the sedount and Gntil dgwok |
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bility aculd caly ba affasted By givivg ey oix months¢ motios, !rm whieh
dste no fupther 11&¥111¢7 cowld be ineurred in behelf of such withdvewin

S WECAE e
-'__ m;uml;lcm more fqlly Jiauidated, Mﬂ'ﬂiﬁ!ﬁl MMWL) 3i

partloipsnk.
ie) mnvmb:mlormmhmnsumwmmm
Heserve bk to exch partisipsnt, stuting suoch Mim-:u of the oon- ::_
ditien of the sssount as will amsble sach participmt te nh. mmp :
: "__'.“ e B autries on ite bosks, required for the csleulaion of reasrve., This
| advisy would pmubly e mam only at m times n oar-mariced mﬂ '
which would eount as reserve might be held by the Dexk othelﬂi. m
~ oount of the ﬁ“m-l}u:k.so | Other than such gon., the iutorest q:m
bask 1n euwwqummmmm:mw
hesding *Foralms Exahange Acsount.® | ;
1) 'Ehs um ot prtinipatxan, as dbm MIME tosomr ﬁﬁ
t:n:' medlﬁuti.m narm upon &t ths outset, or subseguently, to be .a
ous m:mwﬂmmmr&mwwpmuwmnpmmww
i + rasglution of lte Board of Direstors, in & form to be sgresd upon gt w— %

vhnea, to ha mlfom as to each pcrunipﬁm. and. copy mz to be » :

L S

o with the Psderal !oum Bewk of New Iozk. o N

i

.. - {1) he benstits and lisbilitiss snaiitig. % ssch perticipemt to
: .rp | : s anpjoct ia all rnpuesn $o ths origimal ﬁm m with mm *r;'
E ofmammwwmm.mmmmermm '.L
tions Lhevect: , : ' " -

(4) 4s sinllar arrengecents. vey In tize be sefocted wAtH uhq '1: ”

ol af ¥rauoe, the Berk of the Wetharlande and other toﬂLE}c j L‘:'].:u'.

. '-h-l'

. 1momnmwteln;mmamginmm¢tomamuﬁ " |
= > TEC

| bncouxts, wanmsmm o the temts mtu tu-&mum K
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B{ORANDUM FOR SUBMISSION TO THE FAINRAL RESERVE BO.lBD

FREPARED BY BERJAVTN STHONG,

GOVERBO};'L OF THE FEDERAL RESERVE RANK OF HEW YORK.

i | | Attached 18 & copy of "Memorandum of Conversations between the

| Govermors of the m of England and the Govermor of the Fsdersl Reserve

| Bark of New York " which m prepared in London during the month of March,

. 1916, as a preliminary step toward the establishment of foreign correspon-
dents for the banks of the Pedsral nubm Syatem, The general object of
the plan described in the memorandum is to give offsct to thoss portiomns of
the Federal Reserve Act which authorize Moﬁl reserve banks to conduct &
so-called "Forsign® business. Those sections of the Federal Reserve Act - il

"Seo. 14. Any Federal reserve bank may, under
rules and regulstions prescribed by the Federal Reaerve Ty
Board, purchase and sell in the opsn market, at home or ' IR |

~ abrosd, either from or to domestic or forsign banks, ik S
firme, corporations, or individuals, cable transfers and
bankars' acceptances snd billes of exchangs of the kinds : ‘
and maturities by this Act mede eligible for rediscount, .
with or without the indorsement of a member bank,

|

[

|

| r

' naving spplicability sre quoted in full as follows:
f

(a) To deal in gold coin and btullion at homs
or #broad. to make loans theraon, exchange Federal re-
serve notes for gold, gold coin, or gold certifiomtes,
and to contract for loamns of gold coin or bullien, glv-
ing therefor  when necessary, acoeptable security, in-
cluding the hypothecation of United States bonds er ofther e .
ssourities which Fsderal reserve banks are authorized te e Sy

X ??1“?;‘, FERRG LA AP EERREF AR AN N ET R AR T HA R BRI FA AR RN v AR en

: (¢) Te purchese from member banks and to sell,

| with or without its indersement, bills of exchange aris-

| ing out of cemmareial tmnotions, as hereinbefore de- e e
!

! f%?ﬁom.‘a‘.‘Otttt‘..“#"'..‘b.t#tn“oCCQQOONGOQCOCOO“ !

(e) With the consent of the Federal Reserve w0 T

: Board, te open and meintain banking acceunts in fereign L
| gountries, aproint cerrespondents, and establish agen-
- cleg 1n such couytries wheresoever it may deem best for ot

| . the purpese of purchasing, selling, and cellecting bills a il

of exchange, and te buy snd sell with er without its in-

' : dorsement , through such serrespendents or agencies, bills
b of exchange arisins sut of actual cemmercial transsotlons ey
: which have mt ners 'clm Jinety days te rum and whioh -

|

|

| . .

* "Every Federal reserve baric shall have power:
| )
l

I"_‘

Besarve Dosrd "te spen m uinh!n MM wbmtn ia fm!p owntrie i,,

appoint corrsspondents and enuhnm rqcnol.n in such anuntrin," thu tuem- -

|
|
randum is subtmitted to the Board in commestion with th: application of the
VPedaral Resarve Bank of Hew York for the Boamd's conss». €0 the appointment
]
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!
of the Bank of England as its correzp ndent in the Oity of Londonm, ‘The mﬁm— y
ing stateuent is veapsotfmlly ‘svimitted in commection tharewiths I |
The application should ba coneidersd in two aspectn;
FIRST, As to its legali’y.
GECOND, A %o its deslnbuity &8 & business arrengeent. .
Considered in its legml aspects, the business contemplated %0 be m el
geeas to uontom to ‘the powers exprassly conferred upon the Pedersal reserve |
banke by those poiuonl of Sec. 14 above quoted The tusiness would conajst
of: g
| v A Opmngmmnmmndepoutmmummmnwu
; land {ses paragrarh (e) abeve gquoted.) |
B. m&g salling end sollecting sterling bills of exshmge
of the character permitted by paragraphs (o) snd (e) qnotod‘abon.
0. Purchasing dcllsr D11 of exhangs selling the same with the .
indoresmaut of the Pederal reserve hauk, and sollesting the same st maturity,
< all for mouut rf the hnt of England [see paragraphs ‘9) and (8) gquoted
above. ) | .
v Receiving and holung. gold coin and mllion fur mon.mt of Ghe |
hnkof England: Desling in gold coim and tullion both at home and abroad l!tt',
parsgrazh (&) quoted above). a
p Y mm or rensiving 8old sbroad and having M'\' iJ-' L
by thn Bank of mghm (m raregraph (8) quoted shm} i - —ﬁb -
ALl trausastions contompisted by the memcrandum sre authorised by
the statute. Neme of them ormeist of transsstions which mey be mm
as .Ineidunﬁ:l. to'o‘r le dmplisd In comnection with the lm!;un #ch .
i3 expressly suthorized. No extrems comstruction of thy Yaw n m for
this suthorizatfion. &u far thersore as the Federml Resorve dot 1a M, :.\.I“‘IF
ite language seems t¢ clearly provide “or the sondust gr.vm piness az is , '
dsseribed in the memovantum. | = A
The Federal Ressrve Doard ias already rad
baks Ry take ths juscody é.-;lﬂl&“:- Lorsion ¥ -'t-- i, L
. v .

|_
Ih

4r to “he SEOOND ocmsideration, thet is 'k

igitized for FRASER
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jf i mmt rom & ‘nuumn ptandpoin;, the abjests pough® to be Besomplished
!:r the Gta!utt met be kept slearly in mind.  For wany years past eur foreigm
':‘"IL“ mm has hun at times haraseed and even sericusly impeded as a result of
n\ﬂm f:mcmnm of interest rates, accompanied by derangement of the
m.lan mllugu either causing ox following large shlmontl of gold. The
m 1893 to 1895, 1907 and the two years of tho present war afford exireme
lmnﬂon- of thase ocourrences. While & contimied period of adverse ex-
m will mnnur result in exportation of gdld,; the principal commercisal
nﬁm of Europe have developed means by whieh their bnnung Bystens can
, J’**W@“‘ the evl) consequences &nd, to some extent, control excessive gold
_ ':'='1 .' 'ﬂm resulting from these conditions. Iosses are occasionsd by violemt
B Mﬁm in exchange rather than by contizted bigh or low quotations.

'i. mmmmn in the f£all of 1914 and again in the late summer of 1915

- i Mmm to be aigl.ma. ig to give stability to forelsn exchenges.

S * m Onited Stgtn ie the freest gold merket in ths world. Until the
H T

i, "

" r"?m ‘l'hti'u Aot becane law. no mesns existed by which sither cur bauring

Hm;m, in om.ntlon or & central bwk acting for them; could mse their
1

” 0 W in a largs way to arrest or moderate extreme flugtuations in interest

- ‘?-. Mmp OF prevent sxcessive movements of gola.., England France and Ger~

||'

mm mm}.a & cértsin degree of control over gold movements through .
w Mﬂl banke. The United Sta.tn has been powerless to 4o S0 save by

. Wu of ggu mtv with ha sgrious conssguences. , : :
-.::,_ '-.I.I )

kR 'JM Mﬂ xmm hev euthorizoe Pederal reserve barks t0/ fuvedt
d uf ‘thelr mﬂh in foreign bills for thz sxpress mrpou or om.bling- |
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tm@i&taﬂ and Ts an abldaot whish all banicsrs understand and heve 1m - agreed

1_4 Tdpessayy Tor the further a&fwrdmf of our complicated banking: Byotau

...; The plan mmued might in mommal $ivies be condugted:

(&) !.‘hrongh the Bark of England. _

(b} Through the joint stock banks of I.oudon.l

;' (a) | 33 the appointment of an sgent, or possibly the |
L e8tablishment of an tgency to deal directly 1
ST N, . with the Londen discmunt houses and b1ll brokers. '

After comsidering all thres possibilities (a) alone seems feasible

detion under either (b) or (¢) wonld result 'in our obteining Servige

iderably lasp offlciont then that which we could obtaln under (2).. Deal-

.'_ A’ﬁl,&llg Joint stoek Mﬂ, {b/ would at times place thess transactions

dontm of the largest ompetiton of the Systen in the London mar-
auupg th m disgount houses would place the Systen at a disadvnn.-
gl,.mm;mtad ﬂt’h the local and le'ng nnblinhed clientels of those
n.ﬂ—lh ;mh cassn’ thers would e the added disadvantage of being unible
th}h mmw ot the Panix of England on 811 bjlls purchased,  The
ot Jﬁ:gm is mt & parcheser o! bills in the ppen market; bills are

%
§
e
'1!
%
%_
s
= 5
|
|
L%

- Mﬂm 1: lﬂ.;ll the financial ulms.ng hmo of Burope; 1t iz the

o m:.andmmmu urwmmmmwgom:umn of

' ~n: omw w.pdmap %ht th. Foderal mv? bazics vay deal with the
qﬂ'fsﬁdw sﬁﬂb‘ti‘tﬂly! s mﬂ uﬂaa Mgemtn !or nuceuary .

uﬁm a_mm m mmw rw tmmzuxin m, o
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: ﬂﬂ"' ﬂll,-!'_.i. m j;r-dq mu;i.nn a po: |'m nt mqin Imym-maqa in
II“II- - r &

3ank of St. Louis



the financiasl fabtrioc of the nntion that the objecte of the mmm 'i!'

GEN ‘00 best ‘sccomplished, -.na poulihly only mompw umm n
with the Bark of England, as aontmted with ihdepmm and’ pmuﬁy
nistic operastiena in’the Mﬂ mzkot. A further maon for Mim ﬂa
Senk of England 146 in the fact that that mtitatum hii;ﬂi & relat!
tha baiks and bankers of Bngland which 1is simim ln Wﬂwﬁﬁ 3 .
*hﬂ Foderal reserve baxics bear %o Auerican bmk!aa mtltutm It 1{
dignified and natural that these institutione should deal w;mz m m
in couperation, nthezf thnn indepeniently of esch oteim' nna in MB!Q

il

il ‘ciom - |
| By -dealing diregtly with the Bank of m;m ﬂh Federal mw
o‘nain a gmim.ntee for the payment of bills of m:tlmua vam M m

"o a.ble to arrange in advance the price at which zold hﬂl be rehuﬁ, ih*
 alen eble to establish & dasis for avoiding the oxpmln and mm
and re-goining »f seversigne and sagles, and M gﬂﬂ ie elw .

9% the Pederal veserve berks, 1t is held in the vuﬂlt custody m&tmw .

It met not ‘be overloaked that the Reserve Bystem, in lﬂ!& 'h

the best servige, must elthar employ & dinintbmmd mpcnﬂ.emt

obtain disinteroested serrice. m as shown above, mm Hmm"é)lg.. in “
stitutions will not exist, buv alse obtain the W M&W an ar
raugenent which will be both mtual a.na reciprocal.  The ram s
| will ocenpy the poait‘onotagen‘b mmmmm@mnﬂm X
o the Bexk of England to those it desiren per£ommed lp% !hp m in
| tione, having the same objéets to sccemplish, will work in umm
than antagonism.
) mmm every important berk in London wmm rolatic
sy years standing, with New York berks, while the Barik cx W
o propesed relationship is the only one the Bank of w mv.m
-/ 1, therefore, ne confliet of imterest with member baxks o '
. $k . exolusive uhnmta!r ef the arrsugenent ﬁ.u mf -
avs) mes of griticism on thaﬁ}t of oLy uember W __: AJL_‘-"-’*’.':'“
~As an indlestlon that ‘the srranzeveat ppopbsaa ”r atural
”_lcel,/ avelop in other forelmn acmntrla . nagutilthmt alrea&y Qm h

7" ~the Bauk ¢ France indleate that a somewhai nimihr plant can In Sime be roh =

Wik pre 0 ingtdtution. Limited arranzenc'n of this charscier have I‘I’mﬁ:

A pu— i : ! o I - N -I
.Tﬁ_{"7»< + beén #tarte’ 1¥h the Banic of the' Netherlands «1 ) the Faderal f:aFarve hﬂﬂ’_ (o
Digitized for FRASER & '. _ _ o ! g e
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Noie ren 'umkpmghagﬂhute arm‘.'tgymnh with Ahd- Rank of lnshul : a} '? R
Pxvorabla mnﬂm bavs’ s peawiBla prinr t0 the outbreak of v, ond

relably mope fuvmhle tm ﬁnﬁm ;maulc mer the oml’u I.im

ke sdrventages af ‘the gnmmc -uﬂ of &Y intbﬁat-»bmring mmnlr

and heither-of Fheve ;rmurm mm ia-m bean poselblo under mml ne ",‘

i
I.'I'|

menmnmammn._,

B I. '.._l'l I-' ual

ncliwlng thnt tha prlﬂﬁm e‘f 'l:ht l'adnrtl Rném Mﬁ
'.

rogult of th.luhm war, 4 vellove n te b slearly the duty utm
of the Mom R«wum Syi'ﬁun tp m uu,u IrereTBtions Il'E ‘the m |
whon the sxobauged ave in fevor of the unma States, for te st _
1nsvitab:ge, m mnina-u are iilm.& %o = sdverse for & :I.m mmﬁ
~ Tnese prummim &4 ﬁm prisetpsl traneastions xncmmu r
rdally delcﬂbnd aa fﬂlnn .li*hhw pnhant tmﬂ or possiblo thu..
thers soewa wnm poauﬁ!ﬁuy of n@ning, umﬂingb u:uing below tﬂr

ac noninal mng 7.16,.&1 nmd. reserve hm ltn mmuﬂ.ﬁ) .w L -.
-gable tmnmm ml ni:mﬁ on q#n.,tay Mam 'ini.ua Awni
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mwﬁwm later wmumh u miw
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tares abrsd by tmelern 'm mim the tide of 4 m!,hf

. wvorsd to about 4. asas 80 that ou.‘lym exchange roge num'm

VERT L S0N

A
P acesdy wuld b? reuiiﬂﬁé:i Imm goeaze N 5 ﬂu mami

P qas ta a pérlca pcuibl;v mil the o olgadod of willﬂ:
"*oLa.Lla) it mqr defblop that o dseline |- ou. supart wiug.' L
of Amwimm wmﬂt o8 from sﬂrﬂd, Wrye. 1cans Wﬂﬂtﬂ % e
G4ons 73**5& ah.mnpa €z mmi‘ﬂ:l goods to m. Mﬂa ! r “
this r,cnmtry Bemte the ushﬁgas bacame ﬁuﬁuﬂ;e;l; ﬁqe% :
that more normal utnturmmisﬁztmdmmw e
8130 tnat the Bauk of Englkad will he foresd %o xeduss mmh or gold
more nwrly then at prnm tn m atatutory pnrohu buu ai* --: |
pense per cunge.  Tho m-mnml mﬂy of mhnao #ﬂu

porta of zold 'ba lm-lif s e mm. . When m&, Ml resd

the Pederal reserve lmtl mlti m to supply th mt ‘ﬂﬂl
Ing firet scainst dh:tcvor e;ald ulﬂ: have been ma-nmd M
the Bark of Rugland = When the. mlrat Mod sﬂuul
“wonld either Ye a:'.lond o run or:r or would be ta*m and m

ae:ninat in anpplying‘lm nn‘ht viﬁ m vpan the e

Londfm) and m‘s u'm mmﬁ M its accomnt. m- wu-lr
kilen, ‘or orInnd;unsJ mumhqomu,umummm(m
*York 'tor acoount of ‘T"hu Sari a-rwhnd for the mnt o mnii‘ he
reserve bmki would 1)9 ﬁhli’lm lh othor words, tha m ot i
'bagin %o apaulw in dolhn ﬂtlm York just as in the ﬂrﬂ M
had ryﬁm?.od in nter],im;lruh lmmx. If 1t is ‘gapumed vh,t m
Bimten 1= mnm to mwﬁtnﬂr»glu muim domﬂ m m

merty hefors nua imld mi Iln' mn!n" tinen gbld ﬂﬂ
L bh et ﬂnlinrn ‘l.n aTount uraly ocar tnd the Mtarmiltlm
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ADD ITIORAL mommm SURMITTID
70 THE FEDERAL RESERVE BOARD
IN RE POREIGN CORRESPONDENTS FOR THE BANKS OF THE
FEDERAL RESERVE SYSTHM.

: Paragraph (@) of Section 14 of the Federal Reserve Act requives

that the Federal Reserve Board must give its consent to the appointment of
foreign oommnﬁmﬁa and does not limit or circumsoribe the power of cone
sent conferred upon the Board, and should the Bosrd feel that it must take
into eonaideration in giving or withholding its approval of the application
nade by the Federal Reserve Bank of New York, not only the terms of the
Federal Reserve Act but of any other law or treaty of the United States, and
of international law, before giving consent to the appointment of the Bank of
Fngland as a proposed correspondent, the following considerations are sugrest-
ed as affecting the decision of the Board on these points: ‘

Ists Is the business proposed to be conducted unneutral
in character, and

2nd. If it is considered to be unneutral in character,
does the conduct of this business between the
Pederal rescrve banks and the Bank of Fagland in
any way implicate the government of the United
States in unneutral acts?

As to the first consideration, the gharaster of the business would

depend upon the construction plaged by our govermment upon financial transace-

~ tions which are necessary in effecting commercial settlemente between citizens

of this country and oitizens of a belligerent country. The provisions of the
Pederal Reserve Act, authorizing Federal reserve banks to purchase bills in
foreign markets, were desigmed to facilitate and protect the country's foreign
commerce. The necessity for embarking upon the business at the present time

arises out of the magnitude of our export trade, a large part of which eon-

=ists of mmitions of war; but the nroposed srrangement would not he sssoclg~ .

ted with any particular class of exports. As to the attitude of our govern- P
ment towards the export of munitions and the financing thereof there seems 'to’l'
be no doubt. The transactions proposed do not involve a violation by our
govermment of its recognized obligations of neutrality. Its officers have
declarad that our citizens are entitled to c:nnduot 2 commerce with belligere
ents in wunitions of war; that is, articles which are contrsband of war and

conditional contraband of war, such commerce having been deseribed by the
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State Department in one of its ciroulars as "meither unlswful nor umneutral®
and by Secretary of State Lansing in his reply to the Austro-fungsrian governe
ment as "legitimate trade.” The oconduct of commerce of that character nec-
essarily results in finangial transactions between the citizens and banking
institutions of this country and those of belligerent nations. If the come
merce which gives rise to these #imanoial transactions is "lawful" and "legite
imate,” it can hardly be neld that the finanoial transactions necessary to the
condnot of the commerce are nevertheless unlawful 'or illegitimate.

Admittedly, the goverzment of the United States can have mo part in
such commarce, nor can it use its funds or oredit for the comduot of such
gommerce, without being implicated in an ummeutral act, and the question
really involved, therefore, is whether the Federal reserve banks can be held
to be mlnh, agencies or instruments of our govermment, and whether
the Bamk of Fngland osm be held to be a department, instrument or agency of
the Pritish govermment to such a degree that the relationship provosed to
be established between these two institutions would result in making the
government of the United States a party to transactions which might be cons-
trued as ummeutral, although otherwise "lawful® and "legitimate."

As to Pederal reserve banks, they are corporations created by Act
of Congress, with which the relations of the govermment are distinotly set
out and limited by the statute itself; they are privately owned and are as
distinot from the govermment as is = national bank,

The points of contact between the government and Federal reserve
banks are prineipally the following:

1. They are created by Act of Congress.

2. They are supervised by a govermment approinted Board.

3. Thelr business is conducted by & Board of Directors of nine,
three of whose members are appointed by the Federal Noard.

4, ‘They are suthorized to mot ms the Fiscsl Agents of the United
States Govermment, and are all of them so acting at the present time and hold
large deposits of the fumnds of the govermment.

6. They are made the instruments for the issue of Federal reserve
notes, which ﬂa govermment of the United States is obligated to pay.

6. A specified share of the profits of the bank  is required to de
paid to the government as a franchise tax.
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7+« In general, the supervision exercised by the govermment through
the Federal Reserve Board and the three govermment appointed directors is
probably greater than with other corporations ereated by the laws of the United
States, or of any of the separate states, with the possidle exception of the
utlonl banks and common carriers,

An examination of the law, however, diseloses the fact that the Feder-
8l reserve banks are mo différent in substence from the national banks so far as
their legal relations to the Fedsral Government are concerned, Probably no
one would hold that a natiomal bank is prohibited, by reason of the existence
of war, from opening an account with the Bank of REngland, from buying bills
and making other investments in England, or through the Bank of England, or,
in fact, from making direct loams to the British Covermment for the express
purpose of finameing that govermment's purchases of munitions of war in this
sountry. National banks are oreated by Act of Oongress; their tmu;.n is
superviged and they are exsmined by s govermment official (the Comptroller of
the Currency), whose powers in that respect are similar to the powers of the
Federal Reserve Board. (The supervision of natiomal banks does not however
extend to the appointment of government directors.) National banks are the
instruments for the issue of national bank notes for the payment of which the
govermment is obligated by Sestion 6, Chapter 708 of the Aot of July 14, 1890,
just as effectually as is the govermment obligated to pay the Federal reserve
notes. The share of the profite of Federal reserve banke scoruing to the
govermment is stated in Section 7 of the Federal Reserve Act to be a franchise
tax and was undoubtedly imposed in lieu of other tawes which Federal reserve
banks might have been required to pay as consideration for an exclusive and
valuable framchise. Natiomal benks likewise act as fiseal agents of the United
States Govermment and hold large amounts of the government's funds on deposit.

4 They also pay substantial taxes galled "dutiea” to the Federal Government.

It is diffioult to see how in law any difference ean be shown to
exist between the relations sustained by Federal reservé banks to the govern-
ment and national banks to the govermment.

As to the Bank of England, it is a private corporation reestablished
by Act of Parliament in 1844. The British Covernment assumes no control and

has no legal commection with the management of the bank; it gets no share of
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the profits, nor has it any momnied interest in the stock of the banke Rela=-
tions between the British Govermment and the Bank of England are those of
principal and sgent, the Bank of England scting in a most oxtensive way as the
banker and fiscal agent of the British Govermment, for which it is paid large
oénponlnton. It is not, however, sn exclusive agency ss the goﬁrnmnt also
has deslings with other finaﬁohl institutionses It 18 generslly uuﬁorntood
that in the relations between the British Govorx;nut and the Bank of England
the dank jeslously guards 1tself from governmemtal interference on the one
hand and the govermment on the other hand carefully refrains from assuming

responsibilities in comrection with tho mansgement of the banke.

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

Federgl Reserve Bank of St. L ouis i




Negotiations for establishing relations between the Bank of England
and the Federal Reserve Bank of New York, which were commenced by the governors
of the respective institutions some months ago, have mow been concluded. The
arrangement provides that the Bank of Fngland will act as the correspondent
and agent in London of the Federal Reserve Bank of New York and that the Ped-
eral Reserve Bank of New York will act in a similar capacity in New York for
the Bamk of England.

It is not the intent of the plan that these institutioms engsge in
cormercial foreign transactions, the relationship established being primarily
for the purpose of affording greater stability to rates of exchange by main-
taining with each other mutual accounts of deposit, and by representing eaﬁh

other in the purchase of bills. 'The plan will also create machinery by

f

which transsetions in gold and gold coin will be facilitated, which should
result, in normal times, in eliminating or reducing the extensive and unnee-
' essary shipments of gold hetv;een nations to settle international balances,
which have heretofore not infrequently prevailed.  The relatiomship wnI_V
also establish a means by which it is hoped financing between the twe coun-
tries ean be m'cmnplisﬁed in times of emergency without undue strain upon
the exchanges.
Provision is made for participation by other Federal reserve banks

of the United States desiring to join in the transactions contemplated.
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Denver, Colorado,
January 2, 1917.

Dear Govermor Hamlin:

1t was good to hear from you and 1 appre

with this irksome inactivity.
Governor Harding's lette
1t is, of course, most

7 going to be in position to link

| l
R _Bani of England and wltimately
fle other great central banks s
it the supreme importance of this |

S

gnprociated, not as to present comdi-
which will result from such
The only fly in the ointment is the fact ‘ -
ment really violated a very sacred pledge
gto with Lord Cunliffe and having been made as
spedit me abroasd and worse than that cause him a2 goed
deal of embarrassment with his own directors. Concerning all of that,
howsver, I will be able to write more fully a little later.
With warmest regards and every good wish for the Hew Year, be- =

livee me, -
Faithfully yours,

Hon. C. S. Hamlin,
Federal Reserve Board,
' waswm, D. Cs
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Denver, Colorado,
Januayry 15, 1917,

COEFIDERTIALe

My dear Govermor Hamlin:

of the 9th.

i was delighted to receive your c¢

As you may imagine, it ies only my corygspondence that prdvents the

red as yet fron much activg

and partly due to t

s possibly it is better for me not to re-

peat now. intention to make the announcemenit been com-

» I could have pointed out many reasons why it was unwise

en done also from the office in New York, but little good

can come from ng over spilt milk, and 1 am now hoping that my health -

and arrangements at the bank will permit me making another trip to BEurope
this sammer and make these foreign arrangements complete and effecting
and as comprehensive as present conditions Justify.

In conclusion, let me suggest that the establishment of these re-
lations between the System and the great bamks of Europe is to wy mind
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To - Governor Hamiin. January 15, 1917.

the most important development vwhich can mow be undertaken for the
purpose of regulating after war developments, and I know that that view
is shared by some of the most important bankers both in New York and

abroad. I hope that no consideration with their prompt

conclusion.
With kindest regards and again

1 am,

Hon. C. S. Hamlin,

Federal Reserve Board, = g

Wm' B- c.

Bs/cc
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Denver, Colorado,
Janwary 26, 1917,

Dear Governor Hamlin:

It woe very good of you to write me again I do not want to

seen tmreSponsive to the needs of any

ation, particularly

pondence. Were I oy

health, you will see our bank ian a close .

with a1l the great central banks of Europe

nships can be of valune, and it is one of the matters

where such rels

; which haa been uppezmost 1n my mind ever since we started our organization.

£ thn tbat part of the work - is dona mybe 1 wl.ll retire and grow potatoes.

Again thanking you for your letter and your good wishes, I am,

Very sincerely yours, o -

al Reserve Board, _

Washingtan, D. Ce




July 11, 1919,

Dear lr, Hamlin:

It was Tine of you to send me that little boeok,
which I will read on the steamer with a great deal of interest
and prorit, 1 know,

Also many thanks for your good wishes, I have

been looking forward to this trip for a good while and know that

it will be most interesting as well as a good rest,

With kindest regards to you and yeur associates,

Sincerely yours,

Honorable. (...5«Hemkin,
Federal Reserve Board,
Washington, D, C.

BS/MSB
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Hotel Trianon Palace,
Versailles, July 29, 1926.

My dear My, Hamlin:

Meny thanks for your nice letter of July 16th, which reached me yes-
terday and which I have read with a great deal of pleasure.

This you will understand to be & private and personal reply.

You understand of course that I have et times, and more recently than
formerly, felt a good deal of anxiety about my relations with some of the members
of the Board, It will be very difficult for us t0 accomplish much in an atmos-
phere of suspicion or mistrust or hostility, The news of your reappointment gave
me & good desl of satisfaction and relieyed my mind, because you end I have man-
aged to get along so well over so meny yeers and without a hint of eny such devel-
opment in our relations. 8o I am relieved and pleased, although you may feel
that it is a bit out of place for me to say so.

The situation over here is most .ceuplu end et times has bur; filled
with peril possibly beyond what is understood gt home., I shall not attempt an
ageount of it all in this letter, but await uyAMum to discuss matters verbally
to supplement the reports I have made to the Bank,

Mr, Harrison writes me that he has taken opportunity to keep the members
of the Board informed of the substance of my reports, whieh is quite as I wish it,
but I was a bit surprised the other day that a resolution had been introduced
directing that some sort of inquiry be made of our Directors as to the objeect end
need for my stay over here. Of course I am unawere what may have inspired this,
but sueh inquiries, and especially made in thet way, are not calculated to accom-
plish very much and they appear to overlook the faet that the objeet of my trip
was fully explained to Secretary Mellon and Governor Crissinger and, I am sure,
was fully understood end approved.

Unfortunately, it will be a bit longer than I had plamned, because of
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2. Mr, Hemlin, July 29, 1926,

my illvess which kept me at Antibes congiderably longer than I wished.

In & fow days T em leaving for Amsterdsm to have & visit with Dr,
Vissering, T shall probebly see Schacht and then make en effort %o visit the
Bank¢ at Pragus end Budepest. nxm»wxmmmqm
in #ime to get home mm Sepiember.

“ﬂﬁ S, Hamlin,
Msm.

BE:M
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™ FEDERA F\‘ESERV'E/ BOARD
ASHINGFON
///

September 11, 1914,

/’a
0’&\4. l' @
Dear lir. Strong:

I enclose a f%gfgg'?rlg1ﬁr.

Lawrence Tweedy, who is strongly recommend-

-

o~
{4
W R

A

ed for a position under the Federal
Reserve Bank of New York. Would you
! guietly find out something about him and
let me know,
Very sincerely yours,

Governor of the Board.

Benjamin Strong, Jr., Esq.,
16 Wall Street,

New York City.

Enclosure.
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b WASHINGTON
September X 1K,

SEP 141914

Dear Mr. Strong:

I send herewith 2 note from lr,
Fleming, in charge of one of the Bureaus of
the State Department. VWill you kindly
look it over, and see if there are any
suggestions which will be helpful in
dealing with present problems.

Very sincerely yours,

CAt Zteweiton

Governor of the Board.

Benjamin Strong, Jr., Esq., //fkl Z~#«Lt(

16 Wall Street,
New York City.

Enclosure.

Federal Reserve Bank of St. Louis



APT - 6S OFFICIAL COMMUNICATIONS TO (v
”
o»u: SECRETARY OF STATE, WASHINGTON, D. €. A

7

kgs:ze 11 1914

DEPARTMENT OF STATE
WASHINGTON

September 4, 1914,

The Honorable C. S+ Hamlin, [ TN &
Governor, Federal Reserve Board. | ,:4. At
Sir:

In compliance with your suggestion made at the

informal conference at your office, we are sending you
a memorandum of the suggestions touching the possible
use of the Consular Service in facilitatiﬁgmtrade be-
tween the United States and foreign countries.

Very truly yours,

| % @_ o %%//W
| Enclosure. )

j . s.L

r |

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




Q\“@

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

MEMORANDUM.

At an informal conference between Mr., C. S. Hamlin,
Governor of the Federal Reserve Board, Mr. W. B. Fleming of
the Office of the Foreign Trade Advisers, Department of
State, and Mr. G. L. Brist, Chief of the commercial section
of the Consul Bureau, Department of State, some suggestions

|

were made which it was thought might interest the Federal
Reserve Board.

These suggestions were in reference to affording trade
facilities in the way of bank credits or exchanges where the
credits or exchanges were disturbed by war conditions.

Pending the establishment of American banks in foreign
countries or the reestablishment of former exchange methods,
it was suggested that the Consular Service might be brought
into use for the purpose indicated by having it act as an
intermediary.

For example, i% a foreign merchant is prevented from
selling goods to an American importer, by reason of the lack
of commercial exchanges, let the American importer place the
necessary funds for the purchase in his bank and, through
the Department of State and its Consular Service, notify the
foreign merchant aﬁd his bank of such deposit; or, vice
versa, if the American seller suffers under the exchange
disability,let him and his bank be notified through the

Department




Digitized for FRASER

Department of State and its Consular Service of the deposit
made abroad by the foreign buyer.

Quasi official information as to the responsibility
of the depositary might also be conveyed and, in the absence
of a responsible bank, the Consul himself might be made the
depositary.

In some cases at least a course like this might tend
to bring about that confidence which is necessary for the
transaction of business.

If to this were added information by which the credits
between the respective countries could be cleared, much might
be done to unfetter trade.

This plan, if deemed practicable, could be submitted to

the Department of State for its approval.

http://fraser.stlouisfed.org/
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September 12, 1914,
SEP 141914

FEDERAL RESERVE BOARD
WASHINGTON

To Messrs. J. B, Forgan:

S. Wexler;

L. L. Rue,*

Benjamin Strong, Jr., and

Thomeas P, Beal;

Committee on U, S. Clearing House Banks,

Gentlemen:

For your information, and for such suggestions as you
mey care to make, I am enclosing a copy of a notice given to the

press yesterday by the Federal Reserve Board.

Very truly yours,

Governor.

Enclosure.
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Washington, D, C.,,
September 11, 1914.

The Federal Reserve Board at its meeting tocay renewed
consideration of the repsrﬁ of the conmiittee in faveor of es-~
tablishing a fund af §150,000,000 in gold for protection of the
foreign exchange situation. In view of the announcement that
New York City has completed arrangements for payment of her
maturing obligations ancd for providing for the necessary gold
remittances to Burope, the Beard felt that it may not be necessary

to create the proposed fund of $150,000,000 in gold, and decided

3]

1o

o

wadlt developments before giving the matter further considera-
tion, holding itself in readiness to consider any additional
suggestions which may be submitted by the Bankers' Committee

to meet the altered situation,



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

/ :
FEDERAL RESERVE BOARD v
WASHINGTON .~ 35
b 4

September;15, 1914,

Dear Mr. Strong:

Many thanks for your two notes
of September 1l4th. I shall be very glad

to see you and lMr. Forgan gt eny time. I

have just received a telegram from Mr,

Gov rnor of the Board.

Ben jamin Strong,er., Esq., President,
Bankers Tryst Company,
16 Wall Street, New York City.
/

f
{

[ \
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} w FEDERAL?ESERVE OARD '6
WASHING N

l | Septembe,:( 15, 1914.

l Dear Mr, Strong: /

|

| I have your note/ of September

l

( 1l4th, as to Mr. Fleming's note and memo-

| randum, which I will serd to him. I

think your suggestion ¥s a very good one.
Very sincer¢ly yours,

W
! Goviz;or of the Board.

f

Benjamin Strong, ji., Esq., President,
‘ Bankers Trust Company, :
\l 16 Wall Street, New York City.
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FEDERAL RESERVE BOARD /
WASHINGTON 4,'/
' 4

4

Septembed 16, 1914.

Dear Mr. Strong:
Many thanks for'your note of
September 15th, as to Mr. Tweedy.
Very sincerely yours,

MM

Goﬁernor of the Board.

Benjamin Strong, Jr., Esq.,
16 Wall Street,
New York City.
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FEDERAL RESERVE BOARD

WASHINGTON

.1/_3 § September 28, 1914.

Dear Mr. Strong:

The Secretary of the Board tells me that
the typewritten copy of the letter addressed by the
Board to the Chairmen of the Clearing House Associa-
tions which I sent you, is the only copy they had
and that it is needed for their récords.

Will you please be good enough to return

this document to me,and oblige

Faithfully yours,

" = T T oo
Private Secretary.
Benjamin Strong, Jr., Esq.,

Bankers Trust Company,
New Yorke

7
[

6

ALY




POSTAL TELEGRAPH — COMMERCIAL CABLES

RECEIVED AT CLARENCE H. MACKAY, PRESIDENT. DELIVERY NO.

Rt TELEGRAM 4168

PHGNE!D 1278, 1279 RECTOR

The Postal Telegraph-Cable Company (Incorporated)transmits and delivers this message subject to the terms and conditions printed on the back of this blank.

186NYC—18457 I DESIGN PATENT NO. 40529

-1k ru 17 Govtge
K. Washn. D.C.loy 4-14
banjamin Strong Jr., Esq,
27 Pine Ste+, N.X.

Telagram réoeived will make correction -

Ceo e hamlin.
235P
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POSTAL TELEGRAPH-CABLE GOMPANY ¢ THE COMMERCIAL CABLE COMP*NY -
’ p‘ V % 4 s‘
| < fpommn
[‘l. 2 Anp 16] E:PA‘:: P.A i MNFRANCISCO' "‘:‘
— HONOLULU =3 TLANT]C AFRICA
GUAM ?t \\ - I =9

THE GREATEST TELEGRAPH AND CABLE SYSTEM IN THE WORLD.

EXTENDS OVER TWO-THIRDS OF THE WAY AROUND THE EARTH.
s e —

THE POSTAL TELEGRAPH-CABLE COWMPANY (INCORFORATED)

TRANSMITS AND DELIVERS THE WITHIN TELEGRAM SUBJECT TO THE FOLLOWING TERMS AND CONDITIONS :

To guard against mistakes or delays, the sender of a telegram should oyder it REPI

¢ Sk

1. The Company shall not be liable for mistakes or delays in the transmission,
received for sending the same; nor for mistakes or delays in the tran&mission o
received for sending the same, UNLESS
FOR ERRORS IN CIPHER OR OBSCURE TELEGR

Tm{’;f& is, telegraphed back to the originating office for comparison.
For this, one-half the unrepeated telegram rate is charged in addition. Unless otherwise indical on its face, THIS IS AN
PAID FOR AS SUCH, in consideration whereof it is agreed between the sender of the telegram and this Company as follows :

or. delivery, or for*&m—delive
elivery, or for non-delivery,
SPECIALL%SALUED; nor in any case for delays arising from unavoidable interruption in the working of its lines; NOR

UNREPEATED TELEGRAM AND

beyond the amount

,'of any UN?%?, ATED, tels v
any REPEA’ telegram, beyond fifty times the sum

2. In any event the Company shall not be liable for damages for any mistakes or delays in the transmission or delivery, or for the non-delivery of this telegram,
whether caused by the negligence of its servants or otherwise, beyond fifty times the REPEATED telegram rate, at which amount this_telegram, if sent as a

REPEATED telegram, is hereby valued, unless a greater value is stated in writing hereon at the tirr;e,t.hgfte

additional sum paid or agreed to be paid based on such value equal to one-tenth of one per cent. thereof.

gmuis offered tg the Company for transmission, and an

The Company is hereby made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when necessary

8.
to reach its destination.

4. Messages will be delivered free within the established free delivery limits of the terminal office.
to cover the cost of such delivery.

For delivery at a greater dist a ial ch will be made

6. No responsibility regarding messages attaches to this Company until the same are presented and accepted at one of its transmitting offices; and if apy message is
gent to such office by one of this Company’s messengers, he acts as the agent of the sender for the purpose of delivering the message and any notiee or instructions

regarding it to the Company’s agent in its said office.

6.
filed with the Company for transmission.

The Company shall not be liable for damages or statutory penalties in any case where the claim is not presented in writing within sixty d=¥s after the telegram is

7. The above terms and conditions shall be binding upon the receiver as well as the sender of this telegram.

8. NO EMPLOYEE OF THIS COMPANY IS AUTHORIZED TO VARY THE FOREGOING.
Digitized for FRASER CLARENCE H. MACKAY, PRESIDENT.
http:/fr&eARUERiSTe ABAY'S, VICE-PRESIDENT. EDWARD REYNOLDS, VICE-PREST. AND GENERAL

Federal Reserve Bank of St. Louis

MANAGER. CHARLES P. BRUCH, VICE-PRESIDENT.
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WESTERN UNION
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GEORGE W. E. ATKINS, VICE-PRESIDENT NEWCOMB CARLTON, PRESIDENT BELVIDERE BROOKS, VICE-PRESIDENT

RECEIVED AT 16 Broad St. (Stock Exchange Bldg.), N. Y. AGFéR®
ok TV 36 GOVT,

K WASHINGTON DC 6TH NOV. 1914

(@)

BENJAM [N STRONG JR ESQ_ .,

o7 PINE ST NEWYORK.
SF HAVE TWENTY COPIES PREPARED OF ~TRE LETTER OF BANKERS

0l FAC
FLEAOL

COMMITTEE WITH ALL EXHIBITS MEMORANDA ETC AND SEND TO ME AT

[ S8

= ARL 1 EST CONVENIENCE,
C. 8. HAMLIN
GOVERNOR
1155
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(.-j FEDERAL RESERVE BOARD

WASHINGTON

November 9, 1914,

My dear lir. Lewis:

I have your note of November
7th, and have received the twenty additional
copies of the report of the bankers committes,
for which please accept my thanks.

Very truly yours,

C A2 SF Zi et

Governor.

J. H. Lewis, Esq.,
27 Pine Street,
New York City.
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WASHINGTON = ""Y’
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December 23, 1914,

Dear Governor Strong:
I take pleasure in enclosing a copy of

the Monthly Bulletin of the Chamber of
Commerce of the State of New York, containing

| my address on the Federal reserve system.

Sincerely yours,

R W
i AR RN S vy,
Governor.

Benjamin Strong, Jr., Esq., Governor,
Federal Reserve Bank of New York,
62 Cedar Street,
New York City.

|
Digitized for FRASER
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FEDERAL RESERVE BOARD
e A Vol
WASHINGTON AR 23 1Y

March 22, 1915.

Ben jamin Strong, Jr., Esq.,
Governor, Federal Reserve Bank of

New York.
Dear Governor Strong: (TR
I want to thank you and the other <y . \?,y

A -_‘"__, k&
£ X
Governors for your very kind thought of me in .r:?j

",
sending those beautiful tulipse. I have had a i
hard time for the last two weeks but I hope now

to go out tomorrow, and I can assure you I look
forward to that event with great pleasure.

With best wishes,

Very sincerely yours,

igitized for FRASER
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ANSWERED
JUL 30 [y]5

P. J.

FEDERAL RESERVE BOARD

RECENET

WASHINGTON T =D
July 29, 1915, JUL36 195 |0 ca I
EBANK

Dear Governor Strong: OF NFY l}K‘
I enclose herewith a copy of a letter sent by the Federal

Reserve Board this day, dismissing the petition of Mr. Fowler.

We wanted to wait until we heard from.you, but we felt that

delay was inadvisable. of course“our action will not interfere

with any investigation you aré making into the matter.

I leave for Mattapo{;gtt tomorrow at four o'clock, taking
the 11:15 train from §e§dYork. I shall be at the University Club,
New York, from 9:3q;antil 10:30, and in case you wish to communi-
cate with me youﬁé;n send any letter there. If you want to
reach me eitherJSaturday, Sunday or lMonday, up to three o'clock,

I shall be atfmattapoisett. lly telephone number is Mattapoisett
40,
- Very sincerely yours,

AN Teeetla

Governore.

Hon. Benjamin Strong, Jr.,
Governor, Federal Reserve Bank of New York,
New York Citye.

Enclosure:
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The Federal Reserve Board today scnt the following letter.

July 29th, 1915,

Hon. H. Robert Fowler, General Counsel,
Labors National Peace Council,

Care Hotel VWillard,

Vashington, D. C.

Sir: -

, Your petition filed July ninth, nineteen
fifteen, on behalf of the Labor's National Peace
Council, was duly received and submitted to the
Board. :

I am directed to say in reply that after
avalyzing and considering the averments and allega-
tions contained therein, the Board has concluded,
under advice of counsel, that it is without juris—
diction to try the case presented and that it is
not within its power, under the laws of the United
States, to impose by regulation the restrictions
which you seek to have imposed upon the operations
of either Federal reserve banks or national banks.

Your request for a public hearing is ac-
cordingly denied.

I am further directed by the Board to re-
peat the request contained in its letter to you
dated July 21, 1915, that you furnish it forthwith
with the names of all directors whom you charge in
said petltlon with having personally profited from
rediscount transactions of certain Federal reserve
banks,

Respectfully,

C. S. HAMLIN,

Governor,
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ALL TELEGRAMS TAKEN BY THIS COMPANY ARE SUBJE

To guard against mistakes or delays, the sender of a telezram should order it REPEATED, that
For this, one-half the unrepeated telegram rate is charged in addition. nless otherwise indicated on
PAID FOR AS SUCH, in consideration whereof it is agreed between the sender of the telegram and {

1. The Company shall not be liable for mistakes or delays in the transmissionor delivery, or for
amount received for sending the same; nor for mistakes or delaysin the transmission er delivery, or for y
the sum received for sending the same, unless specially valued; nor in any case for delays arising from
errors in cipher or obscure telegrams.

2. In any event the Company shall not be liable for damages for any mistakes or delays in the
gram, whether caused by the negligence of its servants or otherwise, beyond the sum of FIFTY DOLL
a greater vilue is stated in writing hereon at the time the telegram is offered to the Company for transn

on such value equal to one-tenth of one per cent. thereof.

3. The Company is hereby made the agent oi the sender, without liability, to forward this tele

reach its destination.

4, Telegrams will be delivered free within one-half mile of the Company’s office in towns of 5,0
cities or towns. Beyond these limits the Company does not undertake to make delivery, but will, wit

expense, endeavor to contract for him for such delivery at a reasonable price.

5. No responsibility attaches to this Company concerning telegrams until the same are accepte
such office by one of the Company’s messengers, he acts for that purpose as the agent of the sender.
The Com; ané' will not be lisble for damages or statutory penalties in any case where the cl
/O

gram is filed with the Company for transmuission.
7. No employee of the Company +s authorized to vary ihe foregoing.

THE WESIEmy vae.

INCORPORATED
NEWCOMB CARLTON, PRESIDENT

CLASSES OF SERVICE

JELEGRAMS

A full-rate expedited service.
NIGHT TELEGRAMS

Accepted up to 2.00 A.m. at reduced rates to be sent during the
night and delivered not earlier than the morning of the next ensuing
business day.
DAY LETTERS

A deferred day service at rates lower than the standard telegram
rates as follows: One and one-half times the standard night letter
rate for the transmission of 50 words or less and one-fifth of the
initial rate for each additional 10 words or less. Subordinate
‘to the priority of transmission and delivery of regular telegrams.
Must be written in plain English. Code language not permissible.

igitized for FRASER
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Telephonic delivery permissible. Day Letters received subject to
express understanding that the Company only undertakes delivery of
the same on the day of their date subject to condition that sufficient
time remains for such transmission and delivery during regular office
hours, subject to priority of the transmission of regular telegrams,

NIGHT LETTERS

Accepted up to midnight for delivery on the morning of the nex’
ensuing business day, at rates still lower than standard night telegran
rates, as follows: The standard day rate for 10 words shall be chargec
for the transmission of 50 words or less, and one-fifth of such standard
day rate for 10 words shall be charged for each additional 10 words or
less. Must be written in plain English. Code langnage not per-
misgible, Mail delivery, postage prepaid, permissible.




MATTAPOISETT

MASS

| .12,
: @71

b raéer.stlouisfed.org/
Fel alﬁeserve Bank of St. Louis



EX DFFICIO MEMBERS CHARLES S. HAMLIN, Go\llllllon’l

—_— FREDERIC A. DELANO, VICE GOVERNO!

WILLI.A&’.G. McADOO PAUL M. WARBURG
SECRETARY OF THE TREASURY W. P. G. HARDING
.~ CHAIRMAN ADOLPH C. MILLER

JOHN £ \TON WILLIAMS

e FEDERAL RESERVE BOARD S o
PCIL. WASHINGTON m“f:nn:::: ;:ssnvs BOARD

[LING DEPT. i

AUG 1 D 1815 VA
FEDERAL REBERYE BANK YR it
| Dear Governor Strong:- /’/:

/
This will acknowledge /}ﬁhe receipt of

your letter of August 13th / forwarding five

/

copies of a report, copy/?af which you state
//
has dlready been sent /o Governor Hamlin.

/
Very;«/ truly yours,

2

Asgistant Secretary.

Hon. Benjamin Strong, Jr.,
Governor, Federal Reserve Bank,
New York City.
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CHARLES S. HAMLIN, GOVERNOR
FREDERIC A. DELANO, VICE GOVERNOR
PAUL M. WARBURG

SURY W. P. G. HARDING
ADOLPH C. MILLER
S s
fucgeipuer FEDERAL RESERVE BOARD piericosi i elhigy i
Cile WASHINGTON “DR?::;::: ;:ssnvg BOARD

August 25, 1915,

s

w‘ I am directed by the Federal Reserve Board to

Dear Governor Strong:-

refer to the Executive Committee of the Coumeil of Govermors
for its consideration, the question of the desirability of
daily settlements between the Federal reserve banks through
the Gold Settlement Fund; and if the adoption of such a
practice is considered desirable, when it should be under-
taken?

That the Committee may have befofe it, informa-
tion as to the cost of telegrams in connection with the weekly

settlements through the Gold Settlement Fund, I am enclosing

a memorandum of such charges to and ineluding the settlement (
of August 12, 1915. \\
Very respectfully, - q\,\
‘ 2.0 Zoeoantla.
|

. Governors e 7

Hén. Benjamin Strong, Jr.,
l Governor, Federal Reserve Bank,
i New York City.
|
1
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o AUG g 8 1918

FEDERAL RESERVE BOARD

FEDETAL RESERVE pppgormere

A 19, 1915,

Dear Governor Strong:

' Your note of Ayegust lé6th,
sent éo liattapoisett, Just reached
me here. I have read the enclosed

slip from ‘the Wall Sfrest Journal with

much interest, and frill also read the

item in "The Statjst".

Ben jamin S@r NZ, Jrey ESQe,
Goverpor, Federal Reserve Bank of
New York.
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ud o FEDERAL RESERVE BOARD
‘ WASHINGTON

October 14, 1915.

Vs
F3
'l

7

2y

Dear Governor Strong: /
| 1 was delighteid/to receive your

letter of October 111:}1{/ I have just re-

turned from Indian?p/olis, where 1 attended

the Bankers' Conﬂe’ntion, and I hope I shall
; find the applef :at the house to-night.

I am very fogz’é of apples, as perhaps 1

have told ygu, and I aporeciated tho_se

you sent ;f;e last winter. |

/

/’ With best wishes,
f
!

Sincerely yours,
Ol N et ten

Benjamin Strong, Jr., Esq.,
Governor, Federal Reserve Bank,
New York City.
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Personsl and Confidential. {/‘9/6‘

Dear Governor Strong:-
Your letter of January 4th, in which you refer to a letter

to me under date of August 9, 1915, came duly to hand. As you are

aware, most of the gquestions which you raise have been under con-
sideration by the Federal Reserve Board. It is this consideration
which has seemed to prevent me meking an earlier reply.

The Board is generally in sympathy with the view which you
express to the effect that it is the duty of the Board and the

Federal Reserve system to be prepared for cmerge_ncie_g « I can state

to you in confidence, and in fact this entire letter should be re-
garded as personal and confidential, that with respect to the issue
of Federal Reserve notes, the Board contemplates the recommendation
to Congress of aﬁ emendment substantially on the following lines:-

During the year 1915 the circulation of Federal Reserve
notes has increased t0 $eecesee....28 of December 31, 1915.
Believing that the country should be prepared against any
contingency, the Board had authorized the printing of about
$700,000,000 of these notes. Almost one-guarter of the total
supply printed has been placed in circulation. On December
31, 1915, however, $eeeecs.s.. secured by commercial paper
pledged with the Federal Reserve Agents was outstanding as an
obligation of the Federal Reserve Banks. The liability of
the Federal Reserve Banks as tc the remainder has been dis-
charged by the deposit with the Federal Reserve Agents of a
like amount of gold and lawful money. This result has been
achieved by the Federal Reserve Panks responding to the re-
quirements for currency by issuing Federal Reserve notes
rather than parting with gold. While the gold pledged with
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the Federal Reserve Agents represents a very valuable pro-
tection in case there should be substantial demands for gold,
it must be observed that the process is am expensive one
without, at the same time, giving to the Federal Reserve

Banks that additional strength and lemding power which they
would secure in case the law were so amended that the Federal
Reserve Banks would remain liable for the outstanding notes but
would, on the other hand, retain property title in the gold
deposi ted with the Federal Reserve Agents, which, in that case,
would not be paid in for the redemption of the notes but de-
posited as collateral for the security of the same.

The issue of Federal Reserve notes to Federal Reserve banks
should be permitted against the deposit of notes, drafts, bills
of exchange and bankers' acceptances acquired under Section 13
and 14 of the Act, or against the deposit of gold, or of com-
mercial paper and gold in such proportion as said Federal Re-
serve Board may, from time to time, prescribe.

This appears to the Board to be the main measure to be taken
at this time, as once Federal Reserve notes are issued freely in
this manner we can neither expect to acecumulate the amount of gold
that we should control nor can the Federal Reserve banks be expected
to cover the heavy expense of keeping their notes out unless the
collateral advantage be secured of strengthening the system by such
issue.

As to acceptances, since you wrote your letter in August, con-
siderable liberalization of the acceptance regulation has taken place,

and we now propose to submit to Congress an amendment asking for per-

mission to national banks to accept against certain domestic trans-

actions.
As to the question of fiscal agency, a beginning has been made

in turning over the funds of the Government to the Federal Reserve

banks and the plan will have to be further developed now from time
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to time as the development of the machimery of the Federal Re-
serve banks will werrant.

Under "4", you mention amendments. Points & and B of this
have, we believe, been, or are being, disposed of as above outlined.
4s to €, under which head you recommend that some comsideration be -
givem to the possible necessity or wisdom (as an emergency measure
only) of giving power to Federal Reserve banks to lend mbney upon
collateral security, the Board proposes to récommend to Congress
that Federal Reserve banks be permitted to make short time loans
to their member banks against the collateral of eligiblé warrants
end Government bonds.

The Federal Reserve Board feels that, at this time, it should
be moderate in asking only for as small a list of amendments as
possible, because, otherwise, consideration of the subjects might
be delayed and our chance of securing any amendments might be
seriously weakened. When this amendment under € has been secured it
may be easier to widen this paragraph later on so as to include
powers to be exercised in an emergency only.

Under D, also as an emergency measure, you recommend that, at
any rate for the present, consideration should be given to some plan
by which Federal Reserve notes might serve as cash reserves for mem-

ber banks.



(4)

As you know, this is 2 much controverted topic upon which
public opiniom is gradually swinging to the view expressed by you.
It would, however, in the opinion of the Board, be a strategic
mistake to take up this question at this time. MlMoreover, the
Board has not reached any definite conclusions as to the advisa-
bility of such step as some members entertain an adverse opinion

concerning the same.

Very sincerely yours,

W

Honorable Benjamin Strong, Jr.,
Governor, Federal Reserve Bank,
New York, N. Y.

-~
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MEMBERS CHARLES S, HAMLIN, GOVERNOR
—_ FREDERIC A. DELANO, VICE GOVERNOR
McADOO PAUL M.WARBURG
(ETARY OF THE TREASURY W. P. G. HARDING
' CHAIRMAN ADOLPH C.MILLER
- {%.SKELTON WILLIANS —_
A H. PARKER WILLIS, SECRETARY
_APTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD U PARKERNOLLE, SICHIAY. e
WASHINGTON v

FEDERAL RESERVE BOARD

678
June 1, 1916.

,ﬂéér Sir::
There is enclosed for your information copy

of a letter sent by the Treasury Departmernt, to all

Tederal Reserve Banks, relative to conversions of Uni- 1 :(;"
o -

ted States 2% bonds as of July 1, 1916, and a "s:ieixilew%

of Conversions of 2% bonds July 1, 1916." ¥

e e e e ———————a et

This schedule and the letter which accom-
panies it are forwarded for your information and guid- /
ance in making such conversions of bonds as you may ,’/
desire. You will note that applications must be 16—
ceived by the Treasury Department ten full days before
the date of conversion.

Very truly yours,

o2V Tl .

Governor.
Mr. Benjamin Strong, Jjr., Governor,

Federal Reserve Bank,
New York, N. Y.

2 inclosurese.
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FEDERAL RESERVE BOARD

WASHIN oﬁ
q% /
PERSONAL Y Y
) L2 June 13, 1916.
s
Dear Governor Strong:
Mr. Delano told me that he found you under the weather when
in New York, but that the Doctors say that six months will bring you up
to fighting trim again. I am awfully sorry to hear of this and beg
you to feel absolutely free to go off and take a good long vacation,
the only condition being that you leave all bank worries behind.
I cannot tell you how delighted I am to learn from Mr. Delano
that six months is all you will need to pull yourself together agein.
I have been through somewhat similar experiences and can feel that if
six months is all a man needs to be restored to health he is a mighty
lucky man.
With my very best wishes, believe me,

Very sincerely yours,

ez T b

5«_«.:';‘,‘4‘ L tate k. alloaides %MW
MMW- SWM,’WO'@? o cned,
Hon. Benj. Strong, Jr., /éco(.;u.-—« c«-«.odft««f/

Governor, Federal Reserve Bank, C2AS,
New York City.

Federal Reserve Bank of St. Louis
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BENJ STRONG

‘THE BOARD

YOU ITS

THAT YOUR -JOURNEY MAY
MAY :PROVE EFFECTIVE IN RESTORING YOU TO COMP >LETH

-5
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1 EXWASHINGTON DC 23

" O

903 PARK AVE NEW YORK

ITS MEETING TODAY VOTED TO AUTHORIZE ME

GOOD WISHES AND HOPE

LIN GOVERNOR .

e A S R T .

BE VERY COMFORTABLE AND YOUR VISIT

TO EXPRESS-TO

IN COLORAD

HEALTH AND STRENGTH
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WASHINGTON

e

July 11, 1916.

Dear Governor Strong:

I take pleasure in sinding
you, under separate cover, a bound
copy of an Index~Digest of the Clayton
Antitrust Act and the Kern Amendment,
Just finished by me, and printed as a
public document.

‘ Very sincerely yours,

W

Hon. Benjamin Strong, Jr.,
Governor, Federal Reserve Bank,
New York Citye.

/
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) FEDERAL RESERVE BOARD

WASHINGTON

August 2, 1916.

Mr. Benjamin Strong,
Governor, Federal Reserve Bank of New York,
Estes Park, Colorado.
My dear Governor:

I was delighted to receive your letter and

to learn that you were progressing in health. I am con~-
fident that a few months' rest will send you back in per-
f fect health.

| Some of the Mississippi banks issued a cir-
cular the other day stating that they would test the legal-
ity of the clearing system, and they put in the statement
they had reason to believe that the Federal Reserve Board
regarded this as a friendly suit. We at once issued a
public statement that we fully recognized the right of any
person to test any portion of the Federal Reserve Act, and
that if the meaning of the words "friendly suit" is that
both parties are uncertain as to their rights and there-
fore wish to test it, the Federal Reserve Board will not
regard this as a friendly suit, for it has no doubt of

its power to act.
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You will note that we were obliged to ask the
Postmaester General to suspend his order to postmasters to
collect checks through the mails. We are masking arrangements
now for bonding and insuring the postmasters, and it will
probably be at least thirty days before that arrangement will
be perfected.

I trust that you will not fail to write me when-
ever you have time. It is always a pleasure to hear from you

and I beg you to believe that my colleagues are perfectly sat-

isfied that the bank will run along satisfactorily. They are
all hoping that you will not worry but take plenty of time to
recuperate.

With best wishes,

Very sincerely yours,

M/‘»'M

Governor.
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FEDERAL RESERVE BOARD

GTON

December 27, 1916.

Dear Governor Strong:

I dnly received your Christmas card and want to thank
you for your kind thought of me. While I have not troubled
you with many letters inquiring as to your health, yet you can
be sure I have kept myself informed almost day by day from those

who hear from you, and the news I hear is certainly delightful.

However, do bear in mind that you must take time, but how
ever long that time is before you can come back absolutely cured
we shall rest content, so I trust you will not worry about it.
Governor Harding tells me that he has written you
about our ammouncement the other day of authority to the New
York bank to appoint the Bank of England its foreign correspond-
ent and agent, so I will not bother you with any of the details.
I feel, howevef, that the news was received with great favor
throughout the country'as evidencing an indiecation of the Board
to take up the matter of foreign exchange in a practical waye.
With best wishes for the New Year, believe me,
Very sincerely yours,
2T Z

L& < < _‘(r‘_‘

Hon. Benj. Strong, Jre.,
41 Montview Boulevard,
Denver, Colorado.
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FED ER,@IZjﬁE RVE BOARD
NGTON

. JAN1 519
CONFIDENTIAL: NIS137  janvary 9, 1927.

Dear Governor Strong:-

I duly received your note of Janmary 2nd and cannot
tell you how glad I am that your progress is satistractory, even
though slow. The main thing to achieve is progress and a slow
steady gain in the long run is much better than a sudden change
which may later give way to turther set-backs.

I fully share your gratification at the authorization
of the Board to the Federal Reserve Bank of New York to appoint the
Bank of England as its foreign agent and to open reciprocal accounts
with it, and I hope, with you, that similar action may speedily be
taken with the other great central banks of the world.

I cannot, however, gquite comprehend your further state-
ment "that the Board's announcement realy violated a very sacred pledge
which I (you) had entered into with Lord Cunliffe and having been made
es it was might discredit me (you) abroad and worse than that cause
him a good deal of embarragsment with his own directors.”

1 think, on reflection, you will see that the vote which
our board passed and published was really an authorization to the Bank
of New York to take up the matter of the appointment of a foreign agent
with the Bank of England. The vote contained no reference to any pre-
liminary conversation or understanding which had been had with the Bank

of England. On the contrary, the vote clearly relates to future action



o
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and not to past understandings. as a matter of fact, the memorandum
of yow talk with the directors was never read officially at a meeting
of the DBoard. On the contrary, the Board felt that if, acting under
its authorization, you were to proceed to enter into any arrangement
with the Bank of England, the arreangement itself would be formally
submitted to us for our spproval.

Speaking contidentially, I would say that the warning the Board
felt impelled to give to the banks of the United States as to keeping
their affairs ligquid and awiding investments in securities which though
nominally short time may ultimately develop into long time bonds, was
resented at the first, and some intimation even was given that it re~
vealed a Pro-Germem inclination on the part of the Federal Reserve
Board. It is hardly necessary to say to you that this was a pure
banking matter and that the Board in giving its warning simply per-
formed what it deefned. to be its duty in warning the banks of the
United States as to the necessity of keeping their assets in a liguid
condition. When, however, the Board had voted to permit your Bank to
appoint the Bank of England as its foreign agent the Board felt that
it would be plainly improper to keep such & vote from the public. It
was perfectly clear to us that it was our duty to mention the fact in
our forthcoming annual report and we felt that the only proper way
was to take the public into our confidence and state what the vote was.

S0 far zs any action ot the Board 'is concernmed, it would, of
course, be open for the Bank of Englend to decline to enter into any

arrengement 28 to an agency, so far =s our vote at least is concerned.

Eedergl Reserve Bank of St. L ouis
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Speaking personally, I do not believe that you will be placed
in any embarrassment through the publication of this vote of the
Board. It was received with enthusiasm by the press of England and
also universally by the press in this country. I only hope, as I have
said, that it may be the beginning of many other arrangements with the
various great central banks.

I With my very best wishes for the New Year, believe me

Very sincerely yours,

L2V Tieen Laea

Honorable Benjamin Strong, . -
4100 Montview Boulevard,
Denver, Colorado.

i
w
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B4 4.

CONFIDENTIAL:
JANZ2 G 1917

Dear Governor Strong:-

WASHINGTON
January 19, 1917.

I was very glad to receive your note of January 15th;
If you have added eighteen pounds to your weight, I am sure you
ought to feel that you have made splendid progress.

You say that if the Board's 1ntention‘to make the
announcement had been commmnicated to you, you could have pointed
out many reasons why it was unwise. When I see you I think I can
! whisper a few words into your ear which will satisfy. you, that it

was not only not unwise, but was the highest part of wisdom.

By the way, 1 notice in the Journal of the American
Dankers' Association for January, 1917, an interview with the
Governor of the Bank of France to the effect that he hopes a similar

| cuthority can be given to the Federal Reserve Bank to enter into
negotiations with th; Bank of TFrance.

I heve read many editorizls in European papers and
every one welcomes the authority to enter into the proposed arrangé-
ments as most wise and beneficial both to the United States and
Great Britain. I carnestly hope that we can now go farther end make
similar arraengements with the other great Zuropcan and Asiatic banks.

Trusting soon to hear from you agein and with the kindest

personal regards of my colleagues,believe me,

Very sincerely yours,

Hon. Benjamin Strong,
D@Hha%?rFRASER Denver, Colorado.

M/)f'"ff( v tltan
7 " :
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Hon. Benjamin Strong,
Governor,Federal lLeserve Bank,

New York, N. Y.

Dear Governmor Strong:

I take pleasure in sending you a
copy of a summary entitled "The Wgr
with Germany, " which I think you will
find very intéresting to read on your
way across.

With best wishes for a calm sea

and a happy voyage, I am,

Sincerely yours,

___———M
Enclosure.
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