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



B sk
S

§

.

"-'-&0 C10 MEMBERS CHARLES S. HAMLIN, GOVERNOR
i .ﬂ —== FREDERIC A, DELANO, VICE GOVERNOR
fo W T, W, P. G. HARDING.
f © CHAIRMAN ADOLPH C. MILLE_R.
[k ek s FEDERAL RESERVE BOARD SHERMAN ALLEN, Aesr. SERETARY
HS WASHINGTON ADDRZS:D;::: ;:seavs BOARD
g
FILING DHPT.
| AUd = 2 1915
: ~ July 13, 1915,
- "DERAR REBERVE Bank .7 "
{ .
!
(
Sirs
By direction of the Federal Reserve
Board I enclose copy of a brief filed with
the Board by lMre. H. R. Fowler; and would ask
that you give it comsideration, making such
comient therem .as you may deem best.
Respectfully,
MM
Secretary.
Governor Benjamin Strong, Jr.,
Federal Reserve Bank of New York.
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The Condition of Labor Is the Condition

VOL. NO. 1.

(Published 44 Years Under Other Titles.)

An Open Letter to the Governor
and Members of the Federal
Reserve Board

W ashington, July 9, 1915.

On behalf of Labor’s National Peace

Council the wundersigned respectfully

submits for consideration and action

on the part of your honorable board

the complaint and petition following:

The declaration of every neutral gov-
ernment in "Europe made since the be-
ginning of the present war as con-
tained in the proclamation and decrees
issued by each and all of the aforesaid
neutral governments show that every
one of these countries has forbidden
the export or sale of munitions of war,
explosives, food stuffs, metals, horses,
mules and other supplies to any of the
belligerent nations.

Furthermore, all of these neutral
governments have scrupulously re-
frained from affording aid in money
to any of the belligerents, and each

European neutral government has ex-
pressly forbidden any bank or banking
institution having any relation to or
connection with the goverment, or
which receives or is entitled to receive
governmental aid, directly or indirect-
ly, from making advances or loans of
money to a belligerent government or
its; representatives.

The attitude and policy of these neu-
tral European governments, as above
recited, reflects a proper obedience to
and respect for certain well-known and
thoroughly established high principles
of international law, which may be
stated as follows:

A. The government of a neutral na-

*ale of any material or supplies of any
description intended for use of a bel-
ligerent government at War.

C. The government of a neutral na-
tion must not permit ships or vessels
in the service of a belligerent govern-
ment at war to receive in the harbors
of the neutral country any supplies,
equipment or materials intended for
use of a belligerent government at war,
except that necessary repairs may be
made to a ship or vessel in the service
of a belligerent government, and such
vessel may receive and secure, in the
harbor of a neutral nation, water, pro-
visions and coal sufficient only for a
voyage to the nearest foreign port.

We charge that through the medium
of an extensive conspiracy, composed
of certain bankers and officers and di-
rectors of Federal Reserve banks and
member sbanks embraced in the Fed-
eral Reserve system, acting in con-
junction with officers and agents of the
governments of Great Britain, France
and Russia, the United States has been
involved in very grave and serious
breaches of neutrality, as defined in
paragraphs A, B and C above men-
tioned.

The persons chiefly responsible for
and the dominant factors in this con-
spiracy are the members of the firm
of J. P. Morgan & Co., and certain
other persons now serving as officers
and directors of various Federal Re-
serve banks and member banks, who
secured these position through the in-
fluence of the firm of J. P. Morgan &
Co. or other business allies of said firm,
or who are subject to and under con-
trol of its influence.

The members of this firm, as early
as August, 1914, in furtherance of the
conspiracy, began making personal
representations to officers of the gov-
ernments of Great Britain, France and
Russia to the effect that in the event
said governments would employ the
firm of J. P. Morgan & Co. as agents
said firm would provide facilities in
the United States which would enable
one or more of these governments to
obtain in the United States credits to
the amount of at least five hundred
million ($500,000,000) dollars, said cred-
its to be based upon and secured by
obligations of one or more of said
governments, or by securities of Amer-
ican Federal, State and municipal gov-
ernments or railroad and industrial cor-
porations, as might be best available
and procurable by or on behalf of the
governments of Great Britain, France
and Russia. The proposal provided
that the proceeds of credits to be ob-
tained as aforesaid were to be applied

and used under the direction of the
said firm of J. P. Morgan & Co. for
the purpose of purchasing in the
United States supplies of munitions of
war, metals, horses, mules, clothing,
food products, automobiles, subma-
rines, aeroplanes and other supplies

for use of the aforesaid foreign gov-
ernments.

The members of the said firm of J.
P. Morgan & Co. further represented
to officers"of the governments of Great
Britain, France and Russia that the
said firm of J. P. Morgan & Co., and
certain individuals and corporations,
business associates of the firm, in the
event of J, P. Morgan & Co. wkre em-
ployed as agents, were in a position to,
and would furnish a large number of
vessels and ships for use as trans-
ports in the service of these govern-
ments, in carrying and transporting
the war munitions, materials and sup-
plies to be purchased and paid for
with the proceeds of the credits here-
inbefore referred to.

After
tions between
of J. P. Morgan
sentatives of the
Great Britain, France and Russia,
and in furtherance of the
spiracy, as herein charged, a series of
agreements were entered into between
the firm of J. P. Morgan & Co. and
representatives of the governments of
Great Britain, France and Russia, un-
der which the proposals of the firm of
J. P. Morgan & Co. were accepted and
the terms and conditions of their em-
ployment and authority as agents, to-
gether with their compensation, defined
and fixed.

personal negotia-
members of the firm
& Co. and repre-
governments of

prolonged

con-

Following consummation of the
agreements as aforesaid, the firm of
J. P. Morgan & Co., with the aid and

assistance of certain officers and di-
rectors of Federal Reserve and mem-
hm* n« Mprei?ibefore sneoified.

First. The procurement from various
member banks, including the First Na-
tional Bank, National City Bank. Na-
tional Park Bank, National Bank of
Commerce and other banks and bank-
ing institutions in the city of New
York, and from various banking institu-
tions throughout the country, all of
whom were member banks, included in
the Federal Reserve system, loans,
discounts and money advances and
credits, amounting in all to more than
two hundred million ($200,000,000) dol-
lars. .In a large number of these
transactions it was made to appear
that the same represented bankers’
foreign bills of exchange and accept-
ances, innocently drawn in the regular
course of legitimate business by J. P.
Morgan & Co., whose members were,

and are, parties to the conspiracy.
In a still greater number of said
transactions the method pursued by

the conspirators was to secure loans
from member banks in behalf of one
or more of their number, the collateral
for the loans being stocks and bonds
of various domestic corporations and
bonds issued by different cities and
States.
Second.
more obtained

There have been further-
from Federal Reserve
banks, by or on behalf of the con-
spirators, sums in excess of twenty
million  ($20,000,000) dollars, through
discount of notes, drafts, acceptances
and Dbills. These transactions were
made to appear on their face so that
the moneys furnished by the Federal
Reserve banks were seemingly used
in furtherance of purely commercial
transactions for agricultural, industrial
and commercial purposes. The agricul-
tural products or other wares, mer-
chandise or live stock, purchased and
paid for with the proceeds of the
moneys thus obtained being apparently
purchased or sold in the ordinary
course of actual commercial transac-
tions.

We charge that in respect to all the
loans, discounts and advances,
amounting to the said sums of two
hiundred million ($200,000,000) dollars,
or more, which have been obtained by
or on behalf of the conspirators from
member banks, and in regard to the
other twenty million ($20,000,000) dol-
lars, or more, of moneys similarly ob-
tained by or. on behalf of the con-
spirators from Federal Reserve banks,
that all of the sums so procured, have
in fact been secured by the conspira-
tors as agents of the governments of
Great Britain, France and Russia, and
that said moneys have been utilized
exclusively in connection with the pur-

chase and shipment from within the
United States of war materials, muni-
tions, food supplies, clothing, horses,
mules, submarines, aeroplanes, ves-

sels and for the purchase or charter-
ing of ships and vessels to serve as
transports from ports of the United
States in the service of one or more
of said belligerent governments.

We further charge that there has
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NEW YORK, SATURDAY, JULY 10, 1915.

Germany CANNOT Yield
Until We Bring Britain to

Terms, Says Hannis Taylor

HE

T

following dispatch from Hannis Taylor gains added
weight from the fact that.he was formerly Minister to Spain

and special counsel of the State Department,—and is one of the
greatest authorities on international law in the world:

Let us not deceive ourselves with illusions.

Germany lias her

back to the wall; she is fighting for her life; she cannot make
the concessions we demand as to her submarine warfare, no mat-
ter how illegal it may be, unless we compel Urreat Britain—and

we can—to make such modifications in her illegal

blockade as

will render such concessions upon the part of Germany possible.

Who is so blind as not to see that through such a course of
action lies our only path to peace?

We cannot hope to make a friendly settlement with Germany
until we first bring Great Britain to terms, and that can only be
done through the action of the Congress of the United States.

There never has been a moment in our history when the as-
sembling of the great council of the nation was more impera-

tively necessary.

The time is rapidly approaching when we must either place

ourselves in a state of war with
her hands.
by the Constitution in Congress
should venture to exercise it.

| believe firmly in representative governmen';.

Germany or accept a rebuff at

The decision of the question of war-er peace is vested

alone, and no other authority

It was devised

as a substitute for autocratic rule, and it is a good substitute.
I have an abiding faith in the wisdom, patrionsm and sense of
justice of the American Congress, to whose counsel at this crit-
ical moment the people of the United States are entitled.-

I have no sympathy whatever with the suggestion made loudly
in certain quarters that it is dangerous at suclra time to trust
to the discretion of the representatives of the American people.
There should be an urgent and a nationwide demand for the im-

mediate nrmvnnatimi

many omcers and directors of various

member banks and Federal Reserve
baiiks, that this vast mass of loans,
discounts, and money advances, have

been obtained by the conspirators act-
ing as agents and representatives of
the governments of Great Britain,
France and Russia, with intent to
utilize the moneys received exclusively
for the purpose of purchasing in the
United States war materials, muni-
tions, food supplies, clothing, blankets,
horses, mules, submarines, aeroplanes,
and defraying the cost of purchasing
or chartering ships and vessels to be
used as transports from ports of the
United States in the service of the gov-
ernments of Great Britain, France and
Russia.

We charge that these officers and di-
rectors of member banks and Federal
Reserve banks, possessing this guilty
knowledge as aforesaid, have aided and
abetted the conspirators in the carry-
ing on and the consummation thereof,
at the request and behest of the con-
spirators, and that all these persons
have sedulously concealed from vyour
honorable board, the Comptroller of the
Currency and the National Bank Ex-
aminers, the real character of these
transactions and true purposes for
which the moneys were being used, and
that the said officers and directors of
these member banks and Federal Re-
serve banks have been induced so to do

by the conspirators, in some cases
through personal profit to be derived
from the transactions, and in other

cases because such officers and direc-
tors were under the complete dominion
and control of the conspirators.

We further charge that it is the pres-
ent intention of the conspirators to ob-
tain from member banks and Federal
Reserve banks additional loans and ad-
vances of money for the benefit of the
governments of Great Britain, France
and Russia, to the amount of more
than three hundred million ($300,000,000)
dollars, and that negotiations are now

being actively carried on for the pur-
pose of enabling the conspirators to
obtain immediately from member

banks and Federal Reserve banks this
great sum of money for the benefit of
the aforesaid governments, for use in
the same manner as hereinbefore de-
scribed.

With knowledge that the condition of
affairs above specified actually exists
with reference to member banks and
Federal Reserve banks in the Federal
Reserve System, we feel fully justified
in saying that the country is about to
be confronted with a crisis, not only in
its banking system, but also in its rela-
tions to certain of the belligerent coun-
tries now at war. In our judgment it
is perfectly clear that unless the oper-
ations of the conspirators in obtaining
moneys from member banks and Fed-
eral Reserve banks are immediately
suppressed and put an end to, the con-
sequence will be that these institutions

nf Hnno-roco

tlons. of a character absolutely forbid-
den by Congress in the Federal Re-
serve act, and which seemed well de-
signed to afford certain of the bellig-
erent governments now at war a per-
fect opportunity in their own good time
to present a huge bill or claim for in-
demnity from the United States.

According to the well settled prece-

dents of international law, should such

a claim for indemnity be made, based

upon a state of facts, such as are here-

in described, and the claim be submit-
ted to arbitration, it would, of course,
appear from the face of the testimony
that the case was one divisible into two
parts, for the reason that a decision
concerning liability of the government
of the LTnited States on account of
loans or money advances, made by
Federal. Reserve banks, would rest
upon considerations that would not ap-
ply in the same degree or with same
force and effect In determining the lia-
bility of our government, because of
loans or advances made by member
banks. The transactions herein com-
plained of as being now carried on by
the two classes of institutions miust,
therefore, be considered separately. It
would seem to us that this separation
as to origin and degree of govern-
mental liability may be fairly described
as follows: With respect to loans, dis-
counts or money advances, made by
Federal Reserve banks, these are clear-
ly the act of the government itself. A
reading of the Federal Reserve act
makes it perfectly plain that Federal
Reserve banks are government institu-
tions, and that their officers, as well
as the members of the Federal Reserve
Board, are officers of the United States
within the meaning of the Constitution
of tlhe United States, as construed and
applied by the Supreme Court of the
United States in numerous decisions.
As regards loans, discounts and
money advances, made by member
banks, in our judgment the legal situa-
tion with reference to governmental
liability is somewhat different from
that which would be found controlling
and decisive in reference to Federal
Reserve banks. While it is, of course,
true that by terms of the Federal Re-
serve act all member banks are sub-
ject in their operations to control and
supervision of officers of the govern-
ment, and many of them are recipients
of government deposits, and member
banks themselves are invested with
power, subject to certain conditions, of
issuing currency, for payment of which
the government itself becomes obligat-
ed under terms of the National Bank
act, yet it is not clear that the original
act of a member bank in making loans
or advances of money, found to have
been utilized for the benefit or account
of a belligerent government, would be
held by an international court of ar-
bitration to be the act of the govern-

(Continued on page 4)

News

™ o the Nation 1tsetf— Woodrow Wilson

SUBSCRIPTION, $1.00 PER YEAR,

2 CENTS A COPY.

Charges Open Violation of

the

Labor's National Peace Council

Cites Instances of Breaches of
International Agreement.

W ashington, D. C., July 8, 1915.
Robert
Secretary of State,

W ashington, D. C.:

Hon. Lansing,

My Dear Mr. Secretary—In compli-
ancewith your honor's suggestion to
our committee of labor’'s National

Peace Council, vve beg leave to submit
the following charges that there are
certain steamships, now loading at the
port of New Ycrk in violation of the
neutrality laws as follows:

I.—The steamship City of Chicago,
now at pier 69, North River, New York,
is a transport in the service of the Brit-
ish Government, and is about to sail
for Swansea, Wales, with a cargo of

ammunition for (he British Govern-
ment.

IX—The steamship Lord Erne is now
about to sail from pier 84, Hudson

River, New York, with a cargo of am-
munition, automobiles and other war
supplies, intended for the British and
French Governments. This ship is a
transport in the service of the British
and French Governments.

I11.—The steamship Masurian, now
at the Bush Docks, port of New York,
is being fitted up with accommodations
for 1,500 horses, the same to be shipped
from Newport News, Va., to France,
for delivery to 'military lines of the
British and French Governments. This
ship is a transport in the service of the
French and British Governments.

France. Th\s vessel is a transport in
the service of the English and French
Governments.

VI.—The steamship Jethon, now at
piers 36 and 37, Hudson River, New
York, is now taking on war supplier
for Hivre, France. This vessel is a

transport in the service of the English
and French Governments.

VII.—The steamship Pascal, now at
pier 59, Hudson River, New York, is
loading with ammunition and war sup-
plies for the British Government, and
is a transport in the service of the Brit-
ish Government.

VIIl.—The steamship Lapland, at
pier 60, North River, New York, is now
taking on a cargo of gun carriages and
for the

other war supplies intended
British Government in violation of the
Federal statute as well as of interna-
tional law.

IX.—The steamship Toronto, now at

pier 54, North River, New York, is tak-
ing on a load of ammunition and other
war supplies intended for the British
Government. This ship is a transport
in the service of the British Govern-
ment.

X.—The British and French Govern-
ments have been using the docks of
the White Star Line and Fabre Line
to store and ship on their transports
explosives, ammunition, submarines
and aeroplanes.

CITATION OF AUTHORITIES.
Rights and Obligations of Neutrals and
Belligerents in Maritime Warfare,
The first article of convention XII1
of The Hague Conference respecting
the rights and duties of neutral pow-
ers in maritime war treats of the in-
violability of neutral territory and wa-
ters in maritime war. This article reads

as follows:

‘‘Belligerents are bound to respect
the sovereign rights of neutral powers

and to abstain, in neutral territory or
netural waters, from any act which
would, if knowingly permitted by any

of neu-

power, constitute a violation
trality.
“Belligerents are forbidden to use

neutral ports and waters as a base of
naval operations against their adver-
saries, and, in particular, to erect wire-
less telegraph stations or any appa-
ratus intended to serve as a means of
communication with the belligerent
forces on land or sea.

“The first part of this article em-
bodies the principle of the first part of
the second rule of the treaty of Wash-
ington of 1871, which is worded from
the standpoint of the duty of a neutral
State as follows.

“ ‘A neutral government is bound
* * * secondly, not to permit or suf-
fer either belligerent to make use of
its ports or waters as the base of
naval operations against the other.’

“Jomini gives the definition of a base
of operations as a place from which an
army draws its resources and rein-
forcements, from which it sets forth on

Neutrality La<ws

an offensive expedition, and in which

it finds a refuge at need.

“The supply in any manner.” says
article 6 of the XIHth convention of
the second Hague Conference, ‘directly
or Indirectly, by a neutral power to a
belligerent power, of warships, ammu-
nition, or war material of any kind is
forbidden."”

This would have prevented the sale
of discarded arms by the United States
Government to the French during the
Franco-German war of 1870. Although
this sale began before the outbreak of
hostilities, its continuance afterward
was unjustifiable.

During the Russo-Japanese war sev-
eral merchant steamers of the North
German Lloyd and of the Hamburg-
American Steamship Lines were sold
to the Russian Government and at once
enrolled in the Russian navy as second
class cruisers. Hershey says of this
that “in view of the close and intimate
relations which subsist between these
companies and the German Govern-
ment, the sale and delivery of such ves-
sels would seem to be impossible with-
out the consent or connivance of that
government, and it can hardly be con-
tended that such consent or connivance
could be given without a serious breach
of obligation.”

Article 8 reads that:

“A neutral government is bound to
employ the means at its disposal to
prevent the fitting out or arming of
any vessel within its jurisdiction which
it has reason to believe is intended to
cruise or engage in hostile operations
against a pow'er with which that gov-
ernment is at peace. It is also bound

is substantially the first
in

This article
rule of the treaty of Washington
regard to*the Confederate cruiser Ala-
bama and others of the same nature.
This has been referred to in previous
pages. For the phrase “due diligence”
the term “means at its disposal” has
been substituted. It would seem both
from the intent and wording of' the
above article that the construction or
sale of any vessel which is adapted to
a warlike use is forbidden to the neu-
tral. By this article neither the sale
of the German vessels just referred to
noi* the sale and delivery of a torpedo
boat for Japanese use by Americans in
the same war would be permissible,
even if the latter goes as cargo in-
stead of under its own propulsion.

“Nevertheless, a neutral power may
forbid a belligerent vessel which has
failed to conform to the orders and reg-
ulations made by it, or which has vio-
lated neutrality, to enter its ports or
roadsteads.”

Calling your attention to these sec-
tions of the treaties now in force, we
beg leave to enumerate the following
prohibitions:

First. A private merchant ship of a
belligerent country or a private mer-
chant ship of our country cannot load
at our ports “a submarine” or “com-
ponent parts thereof.”

Second. Such merchant ships cannot
load or carry hydro-aeroplanes or com-
ponent parts thereof whether they are
propelled by their' own power or trans-
ported on such vessels as a part of the
cargo.

Third. If the belligerent country’s
vessel, though owned by private mer-
chantmen, has been chartered or regis-
tered by such government or otherwise
put even in part under the control of
the belligerent nation for the purpose
of “ramming"” or using the vessel in
any manner for warfare, offensive or
defensive, then the whole ship becomes
subject to the rules governing a “war-
ship,” and such vessel will not be per-
mitted to load at our ports or sail
from our ports with any munitions of
war for such belligerent country or her
ports.

Fourth. A merchant ship owned or
operated by a belligerent nation shall
not be permitted to load at our ports
any munitions of war or other contra-
band goods.

We respectfully request that you di-
rect that a public inquiry be held at
once by the collectors of the ports or

other proper government officials at
which oral and documentary evidence
can be submitted and opportunity

given to the citizens to examine wit-
nesses to the end that your depart-
ment be fully informed as to the sit-
Respectfully submitted,
H. ROBERT FOWLER,
General Counsel of Labor's National

Peace Council.
F. S. MONNETT,

Of Counsel.
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Subscription One Dollar per year.
WILLIAM DELAHUNTY, Publisher.

New York, Saturday, July 10, 1915.

AN ISSUE THAT MUST BE SOLVED.

The great question of the unemployed must be solved in the very
near future. The mass of wage earners who for years battled and
fought for a Department of Labor in Washington expected great
things from the Secretary of Labor, who is also a member of Presi-
dent Wilson’s Cabinet. Any intelligent workingman will tell you
that the Department of Labor is a disappointment. However, we are
glad to notice that Secretary of Labor Wilson is to confer over the
project for co-operation of the Federal labor authorities over the un-
employed. In future issues of The Industrial News we propose to

show the Labor Department how to find work for the jobless.

ENTIRE CHRISTIAN WORLD APPROVES OF LABOR'S
NATIONAL PEACE COUNCIL.

Pope Benedict, archbishops and priests, also leading Protestant
clergymen in all parts of the world, are in sympathy with the methods
of Labor’s National Peace Council. The Holy Father says organ-
ized effort on the part of labor will be a power for good and its in-
fluence bring universal peace to Europe, and at the same time keej
America out of the war. The Pope recommends American Prelates
to rely on the wisdom of President Wilson, whose peaceful intentions

are well known, and urges loyalty to their adopted country on the

part of Germans.
EIGHT HUNDRED AND FIFTY MILLION DOLLARS IN-

VOLVED IN STRIKE.

Two hundred thousand employes by the great war material-making
firms in various sections of the United States will go on strike foi

shorter hours and more pay. The Remington Company and other?

More than two hundred concerns employing €«

metal trades workers will be indirectly affected. Most of these com-
panies are operating under sub-contracts with the Remington people
for the manufacture of war material.

Die and tool makers, especially employed in making of shells and
small arms, will be the first to be called out if the union’s differences

are not settled.
W ar making material companies have rush orderson from the allies

amounting to $850,000,000.

21,770,000 MEN FIGHTING AT DAILY COST OF $42,250,000.

Figures that show the stupendous scale on which the European
war is waging have been compiled by William Michaelis, of Berlin,
famous as a statistician. He estimates that there are 21,770,000 men

and 2,018 warships engaged, at a total daily cost of $+2,200,000, or

$15,420,000,000 a year.

EVERY INTELLIGENT WORKINGMAN IS OPPOSED TO

WAR.

The peace propaganda of the great labor movement is most favor-

ably commented upon by intelligent workingmen and friends of hu-

manity.
W e wonder at the amazing fatuity that led Europe into its present

tangle. We wonder hardly less at the singular stupidity and lack of

vision that led the average American editor like a blind bull by the
nose, so that he follows only the fatal cowpath of Europe, and can-

not see the better, more intelligent American way.

No workingman wants war, because war brings us under military

rule, and military despotism destroys organized labor. As Congress-

man Buchanan, president of Labor’s National Peace Council, says:

“1 feel that | owe to'labor in general and organized labor in par-
ticular, a statement of facts regarding my activity, both as a member
of the-United States Congress and as a private citizen, in striving tc
crystallize the prevailing peace sentiment into practical action that
will prevent this country from becoming involved in the European
conflict, through the instigation of such self-styled American patriots
as are engaged in the manufacture of war munitions and supplies,
and are willing to plunge this country in all the horrors of war with
somebody or everybody in order that they may realize brain stag-
gering profits for themselves. By elimination of this tribe of finan-
cial ghouls, substituting therefor the governmental ownership, con-
trol and manufacture of all instrumentalities of war, together with

the supplies of every description acquired on the field of battle.”

THE

Odd Happenings
Inthe Day’s News

Mrs. Flake Keyes of Hollis, Okla.
has given birth to quadruplets, all girls

New York boy leaned too far out of
i third story window to catch a soap
bubble, fell out and was killed.

George Harding, an eleven-year-old
boy, won first prize for the best display
of cooking in a Portland (Ore.) school.

South Norwalk man raised his um-
brella in a thunderstorm and got a
shock that knocked him unconscious.

Fort Worth, Tex., negro lad, sen-
tenced to be hanged, asked the judge
to grant him one watermelon a day un-
til his execution. He will get it.

Women twins, eighty-six years old.
will celebrate their birthday at Leon-
ardsville, N. Y., by being rocked in the
cradle in which they slept as children.

INDIVIDUAL INCOME TAX
RETURNS SHOW INCREASE

Collections From Corporations Drop,

Owing to DeoreaseJdji Earnings.

Substantial decreases in the corpora-
tion tax and increases in the individual
income tax as compared with lastyear’s
collections are shown jn the record for
the last fiscal year as given out by Sec-
retary of the Treasury McAdoo.

The total corporation tax collected
amounts to only $38,817,000 for the fis-
cal year 1915, whereas on June 30,
1914, when the income tax law had
been operative only ten months, $43-
079,000 had been collected from this
source.

On the other hand, there was a jump
from $2S,30G,000 to $41,011,000 in the
income tax collections. Many officials
are at a loss to explain these changes.

It is evident that during the lasi
twelve months the corporations of the
country sustained a considerable loss
of earning power and that the falling
off of corporation tax can be attributed
to this fact alone, but the increase in
the individual tax is not so easily
solved. This increase is certainly due
in part to the exertions of internal rev-
enue agents in ferreting out persons
having taxable incomes who failed to
make returns last year.

Doubt exists, however, as to whether
the main pari of the increased taxes
should be attributed to these efforts.
Officials believe that despite the falling

ropean war.

GERMANS EXPORT DIAMONDS.

Stocks From South Africa Being Sold
to Americans Via Holland.
According to the Manchester Guar-
dian, there is one export from Germa-
ny which is quite lively and very diffi-
cult to check, that of diamonds. When
the war broke out a syndicate in Ber-
lin which buys diamonds from South-
west Africa found itself with a stock
on hand worth $1,500,000. These dia-
monds are being cut for very low
wages by craftsmen in Belgium and
sold via Holland to the United States.
The United States is practically the
only country buying diamonds now.
and the American appetite for them

is described as amazing.

On the declaration of war the syndi-
cate which takes over the De Beers
and Jagersfontein products had a stock
of diamonds worth $4,000,000. It al-
ready has disposed of half of this
stock. The Premier mine, which mar-
kets its own diamonds, has got rid of
a third of its surplus. Almost all of
these stones have gone to the United
States.

Good judges anticipate a scarcity of
diamonds when peace comes. Produc-
tion has as good as stopped. The
mines in South Africa are closed down,
their, engineering staffs having been
disbanded and their native laborers
repatriated. Only a handful of river
diggers are still at work.

NEW MISSIONS MOVEMENT.
Conventions In Seventy-five Cities Be-
ginning Next Fall.

A national missonary campaign, like
that begun by the laymen’s mission-
ary movement in 1909 and 1910, is to
be organized again for the coming fall
and next spring. As in the first cam-
paign, the laymen’s missionary move-
ment, which is an interdenomination-
al organization, will work in eo-opera-
tion with the home and foreign mis-
sion agencies of the country, holding
a series of seventy-five conventions in
as many cities in all parts of the

United States.

The meetings will start in October
and end in April with a national mis-
sionary congress at Washington, April
2G to 30, 191G Forty thousand
churches are to be invited to send
their most able men as delegates to
ihe various conventions, there being
no limit to the number from each
church. Last year the attendance ran
above 75,000 delegates, and the an-
nouncement for this year speaks of an
expected total of 150,000 men.

Buffalo, N. Y., will be the place of
holding the first convention. Oct. 17-20.
New York city is on the list. No
financial appeal is to be made, but the
work is to be educational.

INDUSTRIAL NEWS

The Sea Wind.
|_|_I

It is calling from the ocean o’er the swirl
of broken foam,
Where the rollers sweep
from the west;
Blowing down the path of sunset where
the gray winged sea birds roam,
With wide tireless pinions on their end-
less quest.

in squadrons

It is calling, calling, calling, and | know
that | shall go
Out beyond the sunset edges of the sea,
To a clean white beach of coral and an
island that | know,
Where the palm tops in the trade wind
thunder free.

There's no charm in.all your cities—only
smoke and dust and roar;
Only choking air and screech of clang-
ing cars,
I'm hungry for the thunder of the
breakers on the shore
And the velvet nights beneath the tropic
stars.

And

For the sea wind’'s voice is calling and
old memories stir and flare—
Old year memories soaked in tropic sun
and rain;
And I'm deathly sick and weary of your
“commerce” poisoned air
For I'm hungry for the blue south seas
again.
—Marshal South in Los Angeles Times.

BUSY BERTHAS FIRST
MADE IN THIS COUNTRY.

Said
Have Been Stolen From Patent Office.

Blueprints For Great Guns to

The big guns known as “busy Ber-
thas,” the conception of a Baltimorean
and which were first made in Ger-
many, are now being used by the Brit-
ish in the western theater of war.

When the blueprints showing the
design of the huge gun'were filed in
the patent office in Washington they
were, it is alleged, confiscated by a
spy employed in the office. He resign
ed, it is said, and hastened to the
Krupp works in Germany, where the
guns were manufactured.

Fearing that other governments
would spy out the guns, the Krupps
laid them aside in their yards and
marked them as failurtjs; hence they
attracted no attention. Their long
range was not discovered until they
were put into service.

A chemical company of Baltimore
had filed the patent. When Colonel C.
Wilbur Miller, president of the com-
pany, read of the havoc wrought by
the “busy Berthas” his suspicions were
aroused. At the patent office he learn-
ed that the blueprints were abstract

ed. Duplicate prints were prepared
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POPE’'S NEPHEWS AT FRONT.

One a Captain and Other a Lieutenant
of Cavalry.

The Giornale D’ltalia relates this in-
timate episode in the pope’'s family.
The pope has two nephews at the front,
one a captain and the other a lieuten-
ant of cavalry. Both are the sons of
Connt Perisco of Venice, the pope’s
brother and a rear admiral of the re-
serves.

It is recalled that the latter's son.
Joseph, eighteen years of age, express-
ed a wish of enlisting. His mother se-
cured him a place in the sanitary corps,
but the young man objected and ap-
pealed to the pope. He said he wished
to receive a commission as an officer.
The mother was present at the audi
ence.

The pope said that the boy’'s wish
was natural and to let him go to the
military academy, which the youth en-
tered recently. He will graduate three
months hence.

MONUMENT TO GREENE.

Unveiling of Statue on Battlefield
Where He Defeated Cornwallis In 1781.

One hundred and thirty-five vyears:
after he led his command to victory
over General Cornwallis’ men at Guil-
ford Court House a monument was un
veiled recently on the famous battle-
field in honor of the memory of Gen-
eral Nathaniel Greene, who command-
ed the Colonial forces in the south dur-
ing the latter part of the American
Revolution.

It was in this vicinity that the bat-
tle was fought on March 15, 1781.
which resulted in such heavy losses to
Cornwallis, the British leader, that he
was forced to retreat to Wilmington.
N. C. Cornwallis subsequently decid-
ed to transfer his activities to Virginia.
The result was his surrender at York-
town on Oct. 19, 1781, which virtually
ended the war.

AN AVIATOR TO HUNT FIRES.

Wisconsin Forestry Department Puts
Hydroaeroplane
Wisconsin has enlisted the services
of an aviator to search for forest fires
in the known woods of Wisconsin, it
was announced. The hydroaeroplane
will be stationed at Trout lake.

E. M. Griffith, head of the state for-
estry department, made a flight in the
machine and located a fire thirty miles
distant. Heretofore the view a ranger
has had of the surr#unding country has
been from a sixty foot tower. The
air craft will reach the scene of fire
within a few minutes, it is figured,
whereas with the ordinary facilities of
a forest ranger hours would be con-
sumed.

In Service.

Verses Muenter Wrote on
“When | Am Dead”

Among the effects of Erich Muenter,
alias Frank Holt, who tried to kill J.
Pierpont Morgan, was found a poem.
“When | Am Dead,” which he wrote
a number of years ago and sent to his
sweetheart, Leona Sansabaugh, now
his widow, in 1908. Several verses fol
low:

When | am dead
Perhaps kind memory will lose

The sad mistakes I've often made
And hold the good—yes, let the best

Reveal itself as errors fade.

Oh, Lord my God, 1 toil each day
That X may have some good to stay.
But will the blunders, then forgot,
Give balm to those that now are not?

When | am dead

And broken, heartless sods of earth

Will mark where last | seemed to be;
Perhaps—I cannot know—there will

Be heard the voice of praise for me.
Oh, Lord my God, help me be strong

In trials much, in labors long!
For me, who live in hunger great,
All praises then will come too late.

When | am dead

If I the silence of the tomb

Could break, I would not think to stay
The eager hand or loosened tongue.

But sadly | to all would say,
"Beloved, flowers now you cast,
No fragrance to hours past;
Belated words of love and tears
Will never ease the broken years.”

VANISHING GUNS FOR
AMERICAN SUBMARINES.

Officials After It Was
Found That Germany Had Secret.

Reveal Plans

The navy department has just an-
nounced that hereafter disappearing
guns will be mounted on all American
submarines.

It developed that American naval ex-
perts secretly have been working on
the submarine gun for more than two
years and that plans were completed
several months ago to mount such
pieces on undersea craft.

It is understood that the departmeu’
did not divulge the plans because offi
cers were under the impression that
the idea had not occurred to other na-
vies.

The announcement was made aftei
officials of the department had satis-
fied themselves that it would be use-
less to keep the fact secret longer, be-
cause Germany already is using such
guns on the U type of submarines
which are now operating against mer-
chantmen in the so called war zone.

If the present plans of the navy ex-
perts are carried out submarines of the
M type will be the first to receive the
new guns. The gun carriages are

gun will rise immediately over mT#
top. The mechanism is so perfect, it is
said, thn-t the gun may be raised, fired
and lowered within a few seconds.

Each submarine will be protected by
two three inch guns. One will be
mounted fore and the other aft. By
the use of these guns officials believe
that submarines will be enabled to pro-
tect themselves from any light craft.

The M type of vessels, on which the
guns will be tried out, are of about the
same type as those being used by Ger-
many in attacking merchant vessels.
They are approximately 230 feet in
length and displace 730 tons.

MUNITIONS ON MINNEHAHA.

Vessel on Which Bomb Exploded Car-
ried Much Valuable War Material.

Whether or not it is ever proved that
Erich Muenter, alias Frank Holt, placed
the explosive on the Minnehaha which
Ldused her to return to port, there is
no proof necessary that it was a ves-
sel literally filled with war munitions.
Here are some of the things she car-
ried:

2,500 cases loaded shrapnel shells.

1,723 cases loaded cartridges.

1.000 cases cordite.

1400 cases trinitrotoluol. (This ia a
chemical of great force, which goes into
high explosives.)

54 cases rifles.

826 cases empty projectiles.

4 cases firearms.

3001 plates spelter.

86 cases and bundles brass
sheets.

432 motortrucks.

1 motor ambulance.

230 horses.

18 cases auto parts.

100 cases magnetos.

Geceases fuses.

80 bundles copper wire.

34 plates zinc.

10 crates air guns.

rods and

ITALIAN KING COUNTS SHELLS

Victor Emmanuel Unawed as Sixteen
Twelve-inch Shells Burst Near Him.
A soldier in a letter to his parents in

Rome relates this incident of the Ital-

ian king’'s coolness under fire. Along

with the general staff, the king had
visited an outpOst to see how opera-
tions were progressing. The news of
his presence was communicated to the

Austrians by a spy. They immediately

fired sixteen twelve-inch shells at the

spot, some exploding within 120 yards
of the king and his officers.

His majesty counted the projectiles
as they fell, and then sat down on the
grass and penciled out an account “to
show howr much it had cost the Austri-
ans to try to take the life of one man."

What Caused His Death?

An Arizona man set a trap for rats.
A dog was caught in the trap and up-
set a can of gasoline. The dog’s bark-
ing aroused a man, who took a lighted
lamp into the room and lost his life in
the explosion.

LETTERS TELL OF
MEN'S SUFFERING

Show What the Soldiers In the
Trenches Are Thinking Of.

ONE WAS HAPPY IN DEATH.

Asked Parents to Rejoice With Him
That He Died For His Country— Ger-
mans Do Not Understand Enemies
Who Shoot at Them
Sing Songs After Dark.

In

In Daytime and

A correspondent at the front with the
French army sends two letters from
soldiers. The first was found ready to
mail on the body of one killed in bat-
tle. He was the only son of a town
clerk of Anjou:

My Dear, Darling Parents—If this let-
ter should reach you some day expect a
great unhappiness for yourselves and a
great happiness for me.

I shall be cut off by death, but your
sorrow will be softened by the thought
that your son has died for France, for
our country, to defend the right. And
surely you cannot have greater consola-
tion.

Be as happy as you can. All your life
long think of me, but not to pity me, and
be comforted.

Tour son who loves you,

ALBERT AUBRY.

The next was written by a lieuten-
ant in the midst of the fight at Arras
after half his face had been torn off by
a shell. Feeling death coming on and
unable to see, he traced on the pages
of a pocket blank book stained by his
blood a few legible words, showing the
invincible conscience of the man.

Dead Soldier’'s Encouragement.

On one page was written, ‘500
francs to Poussard” (his orderly); on
another, “500 francs for the poor at
home,” and then on yet another a
word to his men:

“Hold out to the end, for the Germans
are going to take the trench again.

“Inform my family, Lucquiaud, at
Bellevue.

“Thanks to all those who have
fought with me. Say to my parents |
have always done my duty.”

In one of those curious little note-
books in which the German soldiers
are encouraged to write their impres-
sions of the day's doings this was
found on a prisoner:

“The French are all day up in the
trees firing at us, and when night
comes they play the accordion or sing

os liy I1Hose Who iJil vtHj1 rullllol vy
at homc:

Protest Against Being Called Hero.

“Ah, dear friends, one who is here
does not speak so complacently of dy-
ing and sacrifice and victory as do
those who are behind there, ringing
bells and speechifying and writing in
newspapers. One who is here makes
the best he can of the bitter necessity
of suffering and death, if that be his
lot. But he knows, he sees, that noble
sacrifices, numberless and numberless
sacrifices, have already been made
and that for a long time there will be
enough destruction on our side as well
as on the other. Precisely when one
has to face suffering as | do, it is then
a bond of union enlaces me with those
who are over there—on the other side.
* * * if i get out of this—but | have
little hope—my dearest duty will be to
plunge into the study of what those
who have been our enemies think.”

A German prisoner of the French
wrote to a Swiss professor:

“From the 20th to the 25th of Au-
gust | took part in great battles. Since
then | suffer morally until I am utter-
ly exhausted, in body as well as in
soul. My soul finds no rest. * * *
This war will reveal to us how much
of the brute still lives in man, and the
revelation will help us to make a great
step forward out of animality—or it
will be the end of us!”

Another writes: “As for me, | do not
know such a thing as a holy war. |
know only one war, that which is the
sum of all that is inhuman, impious,
bestial in man—a chastisement of God
and a summons to contrition for the
people that rushes into it or allows
itself to be dragged into it.”

ORGANIZE DENTISTS’ SQUAD.
Canada to Send 150 to Front to Care
For Soldiers’ Teeth.

That the teeth of the soldiers in the
field are not to be neglected is evi-
denced in the fact that a company
called the Canadian dental corps is
being organized and will soon be sent
to the front. The company comprises
dentists from all parts of Canada who
are prepared to drill for service with
the different units in the Canadian ex-

peditionary forces.

The new dental corps, which is being
formed at Ottawa, will be enrolled as a
regular military unit, and the officers
will have full rank. However, it will
not see service as a corps, for when it
reaches France it will be divided, with
two dental officers going to each mili-
tary unit in connection with the army
medical service. Some will be sent to
hospitals and elsewhere.

In view of the fact that some of the
soldiers have been on active service for
nearly six months, with practically no
opportunity to have their teeth attend-
ed to, it is believed that there will be
a great deal of work for the dentists.
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£ MANY SHATTERED
;

- Evelyn Nesbit Says She Is One
| of the Many Victims of
the Jinx.

Is there some subtle and mys-
terious influence which pervades
the atmosphere about Harry K.

Thaw and renders those who associate
with him more liable to the misfortunes
of life? asks the New York World.

The question has been called up by
the failure of Deputy Attorney Gen-
eral Franklin Kennedy, who has made
a wider study of the Thaw case than
any other man in the attorney general’s
office, and who devoted most of his
time for the last two years to an effort
to get Thaw back to Matteawan, to
take any part in the last proceedings
before Justice Hendrick.

At last reports Mr. Kennedy was in
Buffalo recovering from a nervous
breakdown which he experienced soon
after the conclusion of Thaw's conspir-
acy trial last March.

Not long after the beginning of the
conspiracy trial Mr. Kennedy’s friends
began to see signs of nervousness on
his part. They became more and
more pronounced until after one of the
arguments before the appellate divi-
sion. Attorney General Woodbury sent
for him and advised him to take a com-
plete rest. Kennedy went away with-
out leaving word of his destination,

I S there a Thaw jinx?
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LATEST PICTURE OF HARRY THAW.

and for days his office was making
vain efforts to get in touch with him.

Later he was found in a restaurant.
It being apparent that he was still far
from recovered he was persuaded to
go to his home in Buffalo for a long
rest.

Many Other Victims of Jinx.

Iliness, however, is only one of the
lesser evils that have followed in the
trail of Harry K. Thaw. Other mis-
fortunes that have befallen his asso-
ciates have included death, 'state pris-
on terms, the loss of positions, attempts
at suicide, insanity and disgrace. Eve-
lyn Nesbit Thaw, who claims herself
as one of the victims, says it is all due
to the Thaw jinx.

Lawyers are among those who have
suffered after association with the
slayer of Stanford White. Two have
gone to jail since serving Thaw, one
as a direct result of that service and
the other after enjoying the distinc-
tion of being the only lawyer to be
engaged by Thaw at both of his mur-
der trials. Two other lawyers who
served him died soon after ending
their connection with him, and one
was disbarred as an attorney.

0’'Keilly Incident.

A pathetic Instance is that of Dan
O'Reilly, who when he was retained as
counsel at the first Thaw trial was a
popular criminal lawyer in New York.
He had been an assistant district at-
torney and as such had prosecuted the
case against Samuel J. Kennedy, who
was charged with the murder of Dolly
Reynolds. Later he figured in the Nan
Patterson case.

He served as a member of the Thaw
counsel until Thaw had been sent to
Matteawan. Later he appeared as per-
sonal counsel for Evelyn Nesbit Thaw.

His final downfall then came in
connection with the sensational rob-
bery of Aaron Bancroft, an aged bro-
ker who was knocked down in the
Produce Exchange building and de-
prived of $85,000 worth of securities.
O’'Reilly figured in the negotiations for
the return of the stolen property.

After one of the men involved had
turned informer and made a state-
ment implicating the lawyer in the
attempts to dispose of the loot the once
assistant prosecutor was charged in an
indictment with having received stolen
property. He was tried before Justice
Davis in the supreme court, who sen-
tenced him upou his conviction to five
months in the penitentiary.

M hen he came from prison it was as
a ma* broken in body and spirit. His
okl friends, of whom he had had a
host, were shunned, and on Nov. 7.
1913, at the age of forty-four, he died.

Another lawyer whose association
with Thaw was followed by death was
Alfred Henry Lewis, who was better

CAREERS IN TIE

S
Three of His Lawyers Have |

Been In Serious Trouble;
One Now In Prison.

known as a magazine writer. Lewis
became interested in Thaw while the
latter was in Matteawan and subse-
quently became engaged in a publicity
campaign in his behalf.

On one of the visits which he made
to the asylum he advised the man in
whose: behalf he was working, if
Thaw's own sworn testimony on this
point may be taken as true, that if he
were sane he had a perfect right to
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J. N. ANHUT, EX-THAW LAWYER, NOW IN
PRISON

escape. Acting on this advice, Thaw
testified that he engaged the men who
assisted him in his getaway. Lewis'
death made it impossible to get from
him his own version of the story.

At Thaw's first trial A. Russell Pea-
body was engaged by the slayer as
his personal counsel. Peabody played
a prominent part in all the proceed-
ings and of the many lawyers in the
case was regarded as the one best liked
by the defendant. When he died in
September, 1908, six months after
Thaw’s commitment to the asylum, the
prisoner was deeply affected by the
news.

Hartridge Disbarred.

One of those whose downfall is di-
rectly attributable to his connection
with Thaw is Clifford W. Hartridge, a
young lawyer, who acted as Thaw's
counsel of record on the first trial. In
1910 he brought suit against Mrs. Mary
Copley Thaw for $93,000, which he
claimed he had expended in behalf of
Thaw.

In the course of the trial evidence
was offered to show that about $40,000
had been expended in keeping a num-
ber of women friends of Thaw out of
the way. Hartridge lost the suit. At
the conclusion of the trial Judge Holt
directed that an investigation be made
to determine whether or not Hartridge
had been guilty of obstruction of jus-
tice. The matter was finally taken up
before the appellate division in disbar-
ment proceedings brought by the Bar
association.

Mrs. Hartridge Dies.

Even more tragic than the fate of
Hartridge was that of his wife. In
October, 1907, the lawyer called at po-
lice headquarters and reported that
Mrs. Hartridge had disappeared. A
search was immediately begun which
Uioluded the morgues of a dozen cities.
T was suspected for a time that she
had committel suicide. In the follow-
ing July a woman died in the Homeo-
pathic hospital in Pittsburgh who, it
was afterward learned, was Mrs. Hart-
I'Ulge. It then developed that almost
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from the day of her disappeai'ance she
had been living at Pittsburgh, where
she had gone to await the death which
she knew she was to suffer from a dis-
ease.

Another lawyer who has reason to
curse his connection with Thaw is
John N. Anhut, who went to New York
city from Michigan after serving a
term there as a state senator. He was
admitted to the New York bar. Up to
that time no breath of scandal had
ever attached itself to his name, and
he was fast building up a circle of
friends both in and out of the legal pro-
fession.

He went to live at a hotel in White
Plains, N. Y., where he was at the
time of Thaw's hearing before Su-
preme Court Justice Keogh. The pris-
oner obtained a meeting with the
young lawyer, and it was not long be-
fore the latter was employed by Thaw.

J. N. Anhut Indicted.

During the habeas corpus hearing
Dr. John W. Russell, the then super-
intendent of Matteawan, was living
at the same hotel and was introduced
to Anhut. Finally Anhut received,
through one of Thaw's agents, $25,000,
which the young lawyer called a re-
tainer, but which it subsequently de-
veloped was to be used in attempts
to bribe the authorities to let Thaw
out of the asylum.

In probing the scandal which fol-
lowed the authorities heard a great
deal of contradictory testimony. Sum-
moned to Albany, Russell told the
governor that William F. Clark, sec-
retary of the Sulzer inquiry commis-
sion, had told him the governor want-
ed Thaw out; that he had been offered
$25,000 by Anhut.

Clark charged that the “prison ring”
was making money out of pardons,
that $25,000 had been paid to Russell
by Thaw and that $11,000 had been
paid back when the “ring” became
alarmed.

There was a public inquiry, during
the progress of which Dr. Russell re-
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THAW'S DEVOTED MOTHER,
COI'LEY THAW.

MRS. MART

signed his post as superintendent of
Matteawan. The governor’'s inquiry
was followed by a grand jury investi-
gation, which resulted in the indict-
ment of Anhut for attempting to bribe
Dr. Russell.

Anhut was placed on trial, Dr. Rus-
sell being one of the chief witnesses
against him. On May 12, 1913, he
was convicted of attempted bribery
and a week later was sentenced to a
term in state prison of from two to
four years. He was released on bail
pending his appeal, but the convic-
tion was subsequently affirmed, and he
is now serving his sentence. His con-
viction was followed by his disbar-
ment.

Dr. Russell’s Statement.

Dr. Russell claimed that he had
twice been offered a bribe of $20,000
to issue a certificate that Thaw was
sane and that he had both times re-
fused it. If the jinx was active in bis
case it contented itself merely witn
bringing about a set of circumstances
that got the superintendent a lot of un-
pleasant notoriety and caused his re-
tirement from his official position.

Howard Barnum, the guard who was
at the gate on the morning that Thaw
made his escape from the asylum, lost
his job as the result of being there,
though It was denied that there had
been any counivance between him and
the alleged lunatic.

While Thaw was in the Tombs he be-
came friendly with Rafaello Gascone,
who was charged with a double killing
in Mulberry street. The two men played
checkers and cards together and ex-
changed confidences. The friendship
was interrupted when Gascone was sen-
tenced to die in the electric chair. With
the help of Albert T. Patrick, Gascone
managed to get a new trial, which re-
sulted in acquittal. A year later he was
shot in the little wine shop which he
kept at 108 Mulberry street.

As far back as 1900 there are evi-
dences of the strange fatality which
has followed the Pittsburgh millionaire,
it was then that he was spending his
income in making a splurge along the
Paris boulevards. A dispatch in 1900
told how six months before the Com-
tesse Louise de Mortane, a pretty
widow and member of the provincial
aristocracy, had tried to commit suicide
because Thaw would not marry her.
She recovered from the grief, however,
for she was next reported as contract-
ing for a private submarine boat in
which she announced her intention of
making her home.

“Big Dick” Butler and four others
who helped Thaw escape from Mattea-
wan do not consider themselves victims
of the jiux. It is true they had to stand
trial on a charge of conspiracy, but
they were acquitted. They also got
$5,000, it was reported.

INDUSTRIAL NEWS

The True Philosopher.

The true philosopher makes a con-
siderable to do over his love of and his
search for knowledge. But if he is a
truly wise philosopher and if he values
his reputation he will stop safely short
of ever acquiring exact information.
Exact information is fatal to the philo-
sophical temperament. A philosopher
is a man who can make solemn and
profound remarks about any matter
whatsoever without knowing anything
about it. As soon as he learns some-
thing about a matter he is to that-ex-
tent excluded from philosophizing
about it. He is no longer a pure phil-
osopher; he is now part scientist. This
explains why there are so few promi-
nent and prosperous philosophers these
days. With the vast development of
our means of communication, the mul-
tiplication of books and newspapers
and the obtrusiveness; of reformers, it
is almost impossible to get through the
world without picking up a great deal
of correct information, and conse-
quently it is well nigh impossible to be
a philosopher—L.ife.

That “Dead Man’s Chest."

The rendering of the first line of
Stevenson’s immortal song as “Fifteen
men on a dead man’s chest” spoils the
significance of the phrase, writes a
correspondent. License is permitted
to poets, but no fifteen men could ever
find room on the chest of any man,
dead or alive, unless they were Lilli-
putians on the top of a Gulliver. The
actual phrase is “the Dead Man's
Chest,” which is the name of one of
the Virgin islands, lying to the east of
Porto Rico. It is said that when Co-
lumbus discovered the group he named
them after St. Ursula and some of her
mythical virgins, but the English buc-
caneers rechristened them in homelier

terms, such as “Dutchman’s Cap,”
“Broken Jerusalem,” “Rum island”
and “The Dead Man's Chest.” Kings-

ley refers to the matter In the first vol-
ume of “At Last,” and Stevenson ac-
knowledged, in his account of “Treas-
ure lIsland,” that he had lifted the
phrase from the older novelist's pages.
—Manchester Guardian.

How to Sharpen Your Knife.

In the Woman's Home Companion
a contributor gives boys the following
advice as to how to keep their knives
sharpened:

“Few boys who undertake to sharp-
en a knife have any great difficulty in
getting a sufficiently keen edge. It is
in keeping this edge that the trouble
arises. This is due to holding the
knife blade too fiat when sharpening.

“By holding tfie knife blade very flat
a sharp edge can be readily produced,
but is so very thin that it is easily
broken and the blade is marred by
jagged nicks.

“The men who are employed in fac-

thick and strong to stand any ordinary
usage.”

Temperament.

“What the dickens do they mean by
artistic temperament?” asked young
Arbuthnot of his talented pa.

“Why,” explained pa, “if you go to a
tailor and ask him to make you a suit
the tailor is satisfied to go ahead and
make you any kind of suit you want
any way you want it made. If you go
to an architect he’s tickled to build you
any kind of house you want any way
you want it built. But if you go to a
man and ask him to write you a cer-
tain kind of book or poem in any par-
ticular way, or if you want him to
paint you a picture or sculp you a
statue of any particular kind the man
with the artistic temperament, instead
of being tickled to get the job, will
say:

“ ‘Now just look what this durn fool
wants now!" "—Judge.

Going the Limit.
“What foolish things a young fellow
will do when he is in love.”
“Yes. Some of them go as far as to
get married.”—Kansas City Journal

JHE

favor of Universal

the rights of the Workingman.

Lots of Vowels.

In the Hawaiian language every
word ends in a vowel. A Hawaiian
finds it almost impossible to pronounce
two consonants together, and in Eng-
lish he has the greatest difficulty in
pronouncing any word ending with a
consonant. Mr. Hale in his Polynesian
grammar says: “In all the Polynesian
dialects every syllable must terminate
in a vowel, and two consonants are
never heard without a vowel between
them. It is chiefly to this peculiarity
that the softness of these languages is
to be attributed. The longest syllables
have only three letters, and many syl-
lables consist of a single vowel.”
Again, no syllable, as a general rule,
in the Bantu family of African speech
can end in a consonant, but only in
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An Open Letter
to the Governor

(Continued from page 1))

raent or an act which bound the gov-
ernment in any way.

However, should it appear in evi-
dence that, subsequent to the original
advance or loan by the member bank
(an undertaking in which there was no
participation by any officer of the gov-
ernment), the member bank had ap-
plied to the Federal Reserve bank for
a loan or rediscount, with actual intent
of obtaining aid in money from the
Federal Reserve bank for the purpose
of enabling it (the member bank) to
continue or renew a pre-existing loan
made to a belligerent government or
its agents, and if it appeared that the
member bank did in fact obtain a loan
of money from the Federal Reserve
bank, which in turn enabled the mem-
ber bank to make a loan to a belliger-
ent government or its representatives
or agents, then an international court
of arbitration would doubtless hold
that our government was liable for
having extended and furnished aid in

money to a belligerent government,
even though it was conceded that the
Federal Reserve bank had no notice or

information that the purpose of the
member bank in obtaining the money
to use it for either of the afore-
said purposes, nor would such a ruling
or holding of the. court of arbitration
be affected or modified upon a showing
that the member bank in obtaining a
loan from the Federal Reserve bank,
had done so by the use of collateral
upon which the Federal Reserve bank
had a perfect right to loan, according
to the terms of the Federal Reserve
act. The determining factor, as af-
fecting the liability of our government,
would be the one consideration as to
w<hat the money was actually used for,
and no plea in abatement could be suc-
cessfully interposed by way of proof
that the Federal Reserve bank had ab-

w m

solutely no information tending even to
put it on inquiry or notice that the
true object for which the loan was
sought or the money to be used was
other than an entirely legitimate com-
mercial purpose.

The contentions as advanced by our
own government in the Alabama case,
as upheld by the international court
of arbitration, and at the instance of
our government written into the body

of international law, when examined,
mare found sufficient in themselves to
establish the correctness of the view

here expressed on this branch of the
matter now under consideration.

In view of the foregoing, we ear-
nestly urge that your honorable board
immediately take strong and drastic
preventative action to tihe end of safe-
guarding the United States against fur-
ther violations of its neutrality, and so
as to guard effectively in the future

against the commission of acts by
member banks and Federal Reserve
banks included in the Federal Reserve
System, which, if not stopped by ac-
tion on the part of your honorable
board, will, in the near future, and

with unerring certainty, create condi-
tions that will result either in our gov-
ernment being made liable for an in-
demnity probably reaching in amount
the sum of one billion dollars, or find
the country confronted with the
threatening menace of an impending
bank panic consequent upon the ac-
tions of the member banks in becom-
ing waterlogged with loans made upon
an abnormally large scale to agents of
belligerent governments, and secured
only by stocks and bonds and notes,
drafts and acceptances of such agents.

In a situation of that oharacter, one
which we again repeat, will most sure-
ly happen in the event of the failure of
your honorable board to take imme-
diate preventative action, your board
will find itself faced with the unpleas-
ant alternative of being unable on the
one hand to rediscount for the member
banks, because the rediscounts would
enable these banks to Continue the
loans and discounts made to agents of
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belligerent governments, and so in ef-
fect cause our government to be fur-
nishing aid in money to belligerent
governments at war; or, on the other
hand, your honorable board, if it never-
theless determined to authorize and di-
rect the Federal Reserve banks to come
to the rescue of the member banks in
such an exigency by discounting and
rediscounting on an elaborate scale,
your board would be then subjected to
the painful embarrassment that this
action of the Federal Reserve basks,
while it would accomplish the purpose
of preventing a bank panic, would, at
the same time, make our government
liable to certain of the belligerent gov-
ernments now at war, for the payment
of an enormous war indemnity because
of the breach of neutrality committed
by our government in permitting one
of its branches (the Federal Reserve
banks) to furnish member banks with
huge sums of money to enable the
member banks to continue loans and
discounts to other belligerent govern-
ments and agents thereof.

As steps in preventative action* on
the part of your honorable board, wo
earnestly urge that you without delay,
materially modify and reTorm your va-
rious regulations, orders and rulings
as set forth in Federal Reserve circu-
lars Nos. 2, 3, 4, 5, 8 M and 12, series
of 1915. We request thnt these several
documents be so modified as to make
perfectly plain by proper order and
regulation, instructions controlling
upon Federal Reserve banks and mem-
ber banks the following;

First. No Federal Reserve bank shall
hereafter discount any note, draft or
bill of exchange purporting to arise out
of a commercial transaction, or ap-
parently drawn for agricultural, indus-
trial or commercial purposes, secured
by staple agricultural products, goods,
wares, merchandise or otherwise, ex-
cept the officers of said Federal Re-
serve bank fir*t make proper and dili-

gent inquiry to discover whether the
person or persons in whose favor such
note, draft or hill of exchange is

drawn, or the maker or makers thereof
or either or any of them, are acting as
agents or representatives of any for-
eign belligerent government at war.
and whenever the amount of any such
note, draft or bill of exchange offered
for discount shall be $50,000 or more,
the Federal Reserve bank shall require
to be furnished an affidavit from the
maker, acceptor or beneficiary in
which must be set forth in detail the
true facts and history of the transac-
tion sought to be accomplished by the
proposed loan or discount; and should
the inquiry or affidavit reveal any evi-
dence tending to show that the pro-
ceeds of the loan or discount are to
be used for the benefit of any belliger-
ent government, or its agent, or util-

ized in connection with the purchase
or sale of any materials or supplies in-
tonrlurl frtl* tVtQ nco r.f iinu 11 t1
era! Reserve Board, addressed to all
Federal Reserve banks and member
banks, it should be made plain that

the Federal Reserve Board disapproves
of the member banks making any
loans, discounts or advances of money
intended for the use of any belligerent
government at war, orfits agents, and
equally disapproves of member banks
making any loan, discount or advance
of money where the same Is to be used
in purchasing or paying for any mate-
rial or supplies Intended for the use of
any belligerent government, and re-
questing all olllcers and directors of
member banks tn use every reasonable
precaution and make diligent inquiry
in each case to prevent the use of the
lending and discounting facilities of
member banks for these purposes, and
instructing Federal Reserve banks to
refuse rediscounts or loans to a mem-
ber bank where It appears that the re-
sult would be to enable a member bank
to continue or renew a pre-existing
loan or discount for a belligerent gov-
ernment. or its agents, or where the
proceeds had been used in the purchase
of materials or supplies intended for
use of a belligerent government.

Third. Using the power vested in the
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Federal Reserve Board under section
11 of the Federal Reserve act, there
should be frequent examinations of the
accounts, books and affairs of the more
important member banks and Federal
Reserve banks to ascertain which of
these, if any, are continuing to make
discounts or advances of money for use
or benefit of a belligerent government
or its agents.

As having a bearing upon the fore-
going, and a consideration thereof by
your honorable board, and as a clear in-
dication of the opinion of our govern-
ment concerning the proper policy to
be pursued by a neutral government
with regard to loans or advances of
money for the benefit of a belligerent
government, we respectfully submit the
following:

In August, 1914, J. P. Morgan, of the
firm of J. P. Morgan & Co., informed
Mr. Secretary Bryan that his firm was
considering the making of a loan to
the French Government of one hundred
million ($100,000,000) dollars, and desired
before making the loan to ascertain
w*hat the position of our government
would be toward such a transaction,
whether in the judgment of the officers
of the government the making of such
a loan by the firm would involve our
government in a breach of neutrality.

Speaking for our government, Mr.
Secretary Bryan answered as follows:
"There is no reason why loans should
not be made to the governments of
neutral nations, but, in the judgment
of this government loans by American
bankers to any foreign nation which is
at war are inconsistent with the true
spirit of neutrality.”

Lest your honorable board fall into
the error of refusing to consider se-
riously the material allegations of this
complaint, in the mistaken belief that
no one set or clique of bankers or
financiers could possess sufficient power
and authority, or are in control of an
organization having all the ramifica-
tions of influence which we frankly
concede must be in the possession of
persons engaged in a conspiracy such
as is herein charged, in order to ren-
der effective the objects of such a con-
spiracy, we respectfully state to your
board that during the past twelve
years, in pra.ctfca.lly each and every
case where a great conspiracy involv-
ing gross misuse of financial power in
violation of the laws of the country
has been prosecuted by the govern-
ment, it has almost without exception
proven true, that the directing and con-
trolling force in planning and execut-
ing these crimes have been the mem-
bers of the firm of J. P. Morgan & Co.,
and the selfsame group of associates
w<ho have been, so active in furthering
the conspiracy alleged herein. As in-
cidents to the organization and opera-
tion of the Northern Securities Com-
pany, Steel, Coal, Meat, Harvester, To-
bacco, Oil, Money and Railroad Trust

to the extent of several million dollars
a day.

There have been visited upon the
country within the last fourteen years
no less than four different panics,
the outgrowth and consequence of the
operations of these men, and more than
one of these panics was deliberately
brought on by them, in order to accom-
plish their own selfish and ulterior
aims and purposes, at the expense of
the great body of the people.

As convincing evidence of the truth
of these allegations, we ask your hon-
orable board to examine:

The government's bill of complaint
and brief of evidence and opinions of
Circuit Court of Appeals and Supreme
Court of the United States in the case
of United States vs. Northern Securi-
ties Company, the members of the firm
of J. P. Morgan & Co. and others.

The records of the Special Investigat-
ing Committee appointed by the House
of Representatives in 1912, which sat
during 1912-1913, to investigate the ram-
ifications of a great conspiracy engi-
neered by the members of the firm of
J. P. Morgan & Co. and certain
federates, for the purpose of monopo-
lizing and controlling the entire bank-

con-

ing, money and credit facilities of the
country.

Records of investigation conducted
by Interstate Commerce Commission,

upon order of United States Senate in
1914, concerning conduct of members of
firm of J. P. Morgan & Co. and certain
other persons associated with them, in
the working the great New Haven
Railroad conspiracy.

Indictments covering those acts
turned against these parties, now on
file in United States District Court for
Southern District of New York.

Bill of complaint of the government
against the same persons, filed in the
United States District Court of Massa-
chusetts at Boston, together with plea
of defendants admitting truth of alle-
gations in the government's complaint,
and consenting to entry of decree
against defendants.

The operations of the members of the
firm of J. P. Morgan & Co. and their
confederates in the New Haven conspi-
racy resulted in a loss to security hold-
ers of New Haven and allied compa-
nies, as shown by testimony before the
commission, of more than two hundred
and fifty million dollars.

Record of investigation conducted by
Interstate- Commerce Commission in
1914 in regard to looting of Baltimore
and Ohio Railroad Company by means
of a series of huge transactions in the
securities of Cincinnati, Hamilton and

re-

Dayton and Pierre Marquette and
other railroad corporations, all of
which, as it appeared from the testi-

mony, were engineered by the firm of
J. P. Morgan & Co. for their own profit,
and in consequence of which the Balti-
more and Ohio Railroad Company was

made to purchase millions of dollars'
worth of securities and guarantee pay-
ment of many millions more, approxi-
mating seventy million dollars, all of
which have proved to be of little or no
value. Records of the transactions re-
lating to the stocks and bonds of the
Hamilton and Dayton and Pierre Mar-
quette companies, in which members
of the firm of J. P. Morgan & Co. were
involved, abound with instances of tur-
pitude, of which the following is a fair
example: At a time when these rail-
roads were absolutely bankrupt and
their stocks worthless, members of the
firm of J. P. Morgan & Co., as owners
thereof, actually sold these stocks at
the price of two hundred dollars per
share, to another railroad company, on
the Board of Directors of which certain
of their number sat, and whose entire
directorate was nominated and elected

by a voting trust managed by the
firm. An outcry from stockholders
forced a rescinding of the infamous
bargain, and in the next thirty days
both the Hamilton and Dayton and
Pierre Marquette companies were in
the hands of receivers, and reports of

these receivers Indicated that stocks of
these companies, as well as vast masses
of their bonds, were without real value.
The undersigned, counsel for the com-
plainants and petitioners herein, serv-
ing as a member of Congress, person-
ally laid before the Interstate Com-
merce Commission evidence relating to
the Baltimore and Ohio matters, as
above recited, and at his instance the
commission conducted said inquiry.
The president and counsel of the Balti-
more and Ohio Company, before the
commission, admitted enormous loss to
their corporation consequent upon
these dealings with the firm of J. P.
Morgan & Co., but insisted that the
commission allow an advance in rates
sufficient to enable the Baltimore and
Ohio to recoup itself for these losses,
and the commission, after some little
delay, did in fact give its consent to
the Baltimore and Ohio Company col-
lecting for this very object from the
people in the territory served by its
lines a material increase In freight
rates.

An inspection of the testimony and

proof produced in connection with in-
vestigation of each one of these, and
many other similar nefarious con-

spiracies directed by the same group,
reveals that in each and every case the
national banks under the control and
management of these men were made
to furnish high sums of money for
the double purpose of fastening
monopolies and conspiracies upon the
people of the country, using the peo-
ple’s own money in the banks as a
means, and furthermore using the fa-
cilities, books and records of the
banks to cover their tracks in a series
of pretended simulated transactions,
frequently wusing in that connection

of the firm of J. P. Morgan & Co. and
their associates, as contemplated by
these men in the carrying on of the
present most iniquitous conspiracy.

The men in the organizations whom
we represent, millions in number, look
with horror and detestation upon the
terrible game of slaughter, murder,
rapine and blood-guiltiness now being
played on the battlefields of Europe,
inflicting untold misery and destruc-
tion upon humanity.

Already the conspirators have drawn
from the banks in the Federal Reserve
system some two hundred and twenty
millions of dollars and used these
moneys on contracting and paying for
the erection of huge factories in dif-
ferent parts of the United States for
the manufacture of instruments of
death , and destruction on a scale
hitherto undreamt of, so that even
now, by the u”e of these vast sums
of money, gecured from institutions,
parts of a banking system only recent-
ly created by the representatives of
the people in the hope of breaking the
grip of the Morgan group upon the
finances and money of the country, we
have the awful spectacle of the mem-
bers of the firm of J. P. Morgan & Co.
and their confederate conspirators
turning our people and our manufac-
turing industries into one tremen-
dously great aggregation of murder
factories, sending forth each day in-
struments sufficient to Kkill countless
human beings, and sending to the bat-
tlefields of Europe from day to day
thousands of poor dumb animals, there
to be slaughtered in the most inhuman
manner, and as we have said before,
all this done by the use of the ma-
chinery and resources of a banking
system created by the people and sus-
tained by the money and credit of the
people.

Once more speaking for the millions
of men embraced in the organizations
represented by our body, we say to
your Honorable Board these things
ought to cease and cease now. We say
to you further that if there is no power
in this government sufficiently strong
to cope with the insidious and malefi-
cient influence and power of the mem-
bers of the firm of 3. P. Morgan & Co.
and the group of cruel-hearted monop-
olists and forestallers associated with
them, and therefore your Honorable
Board should find itself without effi-
cient support in the government in an
effort to checkmate the work of these
vampires using the banks and money
ol' the people as pawns in their awful
undertaking of making our land into a
nation of murderers for hire, then the
working people of this country intend
to deal directly with the forces that
control and dominate the industries
now producing the instruments of mur-
der and destruction, and while the la-
boring people recognize that were they
compelled to take direct action to stop
this infamous traffic fnnn being- c.n-i-ipd

tvio men onm hined witn tnem nave i

never hesitated to come down upon the
government with insistent demands
that all the money and credit of the
government be placed at their disposal
whenever it suited their purpose so to
do, and have not hesitated, on more
than one occasion, to bring on a panic
as a means of compelling or inducing
the government to yield to such de-
mands.

Unfortunately past administrations
have been too amenable to their
and influence.

It is only too notorious that in 1907
members of the firm of J. P. Morgan
& Co., after forcing a panic in order to
compel the owners of the Tennessee
Coal and Iron Company to turn their
property over to the Steel Trust, ar-
rogantly demanded of the then admin-
istration, as conditions precedent for
allaying the panic, the deposit of all
available government moneys in such
banks as members of the firm of J.
P. Morgan & Co. would name, and
that the administration pledge itself to
procure from Congress the enactment
of legislation of a character to enable
the Morgan clique to obtain from the
Treasury in the future, at will, any
sum desired up to five hundred million
dollars by simply depositing with the
Secretary of Treasury stocks or bonds
of their different corporations. Unfor-
tunately the administration at that
time was sufficiently weak and foolish
to yield to all of these demands.

We respectfully request that your
Honorable Board grant a speedy public
hearing upon the within complaint and
petition, and that at such hearing or
hearings the undersigned be permitted
to offer evidence and testimony estab-
lishing the truth of each and every
material allegation herein contained.
Should your board determine to grant
our request in this behalf, the under-
signed will be subject to call of your
board at any time in order to confer
concerning order and method' of pro-
cedure to be followed at said hearing.

We feel it our bounden duty to say
to your Honorable Board, voicing what
we know to be the sentiment of the
toiling masses' of the United States,
that the people of this country are ex-
ceedingly tired of being exploited in
these ways for the benefit of the Mor-
gan group and its confederates, espe-
cially because through the medium of
these various Morgan conspiracies the
group has fastened its clutches upon
nearly all of the iron and steel plants,
railroads, banks, coal mines, telegraph
and telephone lines, and many other of
the nation’s industries.

wiles

And we feel it our further duty to
say to your Honorable Board, speaking
by direction of the great mass of labor
organizations affiliated with our body,
that the laboring men of the country
are in no humor or frame of mind to
observe with patience or equanimity
the further continuance of operations

in a series of bi-ave struggles against
the great odds of the Morgan power
in efforts to improve the condition of
the masses of the people of this coun-
try, so they will not hesitate now to
make the sacrifice necessary for hu-
manity's sake in what our people all
believe to be the greatest crisis human-
ity has ever had to deal with.

It is to be hoped that your Honor-
able Board will find itself able and
equal to the,task of enforcing the law
against the members of the firm of J.
P. Morgan & Co. and their confed-
erates, so as to prevent further use of
the moneys of the banks embraced in
the Federal Reserve System for the
purposes denounced here. Your doing
so will avoid much trouble and con-
fusion to our country, but as a very
last word, and stating what we know
to be the sentiment of the laboring
people of the United States, we say to
your Honorable Board that end it
shall, if not by your action then bjr
other means.

H. .ROBERT FOWLER,

General Counsel of Labor’s National
Peace Council.

F~ags of Trance.

France had numerous national f)ag»
before it adopted the tricolor. Although
its present banner is not particularly
artistic, its predecessors ranked among
the most beautiful flags in the world.
The first French flag was extremely
quaint. It consisted of a blue hood
hung on a cross bar and. represented
the cloak of St. Martin, a saint great-
ly reverenced by the French, and years
ago his helmet cTs carried in their
wars to inspire the soldiers. The sec-
ond French flag was a beautiful banner
of red, with its loose end cut into three
tongues resembling flames, between
each of which was a green tassel.
Some picturesque banners were at one
time carried by the French warriors
before the tricolor waved over the
French battlefields. There was the sky
blue cavalry standard wlith the golden
sun of Louis XIV., the white and gold
banner of Joan of Are, magnificently
embroidered with the Madonna, angels
and lilies, and the famous old banner
of the city of Paris, with its white
ship on a blood red field.

The Sublime Porte.

The phrase *“the sublime porte”
arises from an aspect of the sultan's
capital. The French words “sublime
porte” are derived from “porta subli-
ma.” meaning “the lofty gate." Con-
stantinople city used to have,twelve
gates, and near one was a building
with an imposing gatewray called Bab-
i-Humajun. In this building resided
the grand vizier, and there also were
the offices of the chief ministers,
whence all the edicts of state were is-
sued. The French phrase was adopted
because at the time French was the
Jangnage of European diplomacy.
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EDERAL RESERVE BANK
' TO THE GOVERNOR AND ME}MBERS OF
THE FEDERAL RESERVE BOARD,
Washington, D, C.
On behalf of Labors National Peace Council, the
undersigned respectfully submits for consideration and

action on the part of your Honorable Board, the complaint

and petition following:

The declarations of every neutral g6vernment in
) }@urope made since the beginning of the present war, as
f.ﬁ.hkﬂﬂb-““mOﬂgﬁh;ontained in the proclamations and decrees igsued by
'1/{(1!: Jyat . &8y, . i
each and all of the aforesaid neutral governments, show
that every one of these countries has forbidden the ex~
port or sale of munitions of war, explosives, food stuffs,
metals, horses, mules and other supplies, to any of the
belligerent nations.

Furthermore, all of these neutral governments

have scrupulously refrained from affording aid in money

i - * -
2 A ﬁ@a-bchﬁﬁﬁhqﬁ to any of the belligerents, and each European neutral

s ¥t ALY T :
vusL government has expressly forbidden any bank or banking
institution having any relation to or connection with the
government, or which receives, or is entitled to receive
governmental aid, directly or indirectly, from making
e advances or loans of money to a belligerent government,
or its representatives.
14 The attitude and peolicy of these neutral Euro-
dﬁLT ‘ ofcbd‘rtmﬁLpean governments, as above recited, reflects a proper .
I 9-‘:':"fﬂgagﬁ;€ obedience to, and respect for certain well-known and
§¢¢Tcuiéiu¢“q L3”“°thoroughly established high principles of internat-
o ™ e
Sl " bg(—m ,
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ional law, which may be stated as follows:=

A, The government of a neutral nétion must not
directly or indirectly furnish or aid, or abet in the
furnishing of aid in money to a belligerent government
at war.

B. The government of a neutral nation must
not }urnish, or aid, or abet in furnishing means for the
purchase or sale of any material or supplies of any de~-
scription intended for use of a belligerent government~
at war.

C. The government of a neutral nation must

fenot permit ships or vessels in the service of a belliger~-

~ oM “ho ent government at war to receive in the harbors of the
O

neutral country any supplies, equigpuent , or materials
intended for use of a belligerent government at war,
except that necessary repairs may be made to a ship or
vessel in the service of a belliéerent government, and
such vessel may receive and secure, in the harbor of a
neutral nation, water, provisions and coal sufficient
only for a voyage to the nearest foreign port.

We charge that through the medium of an ex-
tensive conspiracy, composed of certain bankers and of~
ficers and directors of Federal reserve banks and member
banks embraced in the Federal reserve system, acting in
conjunction with officers and agents of the governments
of Great Britain, France and Russia, the United States
has been involved in very grave and serioug breaches

of neutrality, as defined in paragraphs A, B and C above
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mentioned «

The persons chiefly responsible for, and the
dominant factors in this conspiracy are the members of
the firm of J. P. Morgan & Company, and certain other per-
sons now serving as officers and directors of various | a
Federal reserve banks and member banks, who secured
these positions through the influence of the firm of
J. P. Morgan & Company, or other business allies of said
firm, or who are subject to and under control of its
influence.

The members of this firm, as early as August
1914, in furtherance of the conspiracy, began making
personal representations to officers of the governments
of Great Britain, France and Russia, to the effect that

/o
in the event said governments would employ the firm of

I, P. Morgan & Company as agents, said firm would provide

facilities in the United States which would enable one

or more of these governmeuts to obtein in the United
States credits to the amount of at least five hundred
million ($500,000,000.) dollars, said credits to be based
upon and secured by obligations of one or more of said
governments, or by securities of American federal, state
and municipal governments, or railroad and industrial
corporations, as might be best available and procurable
by, or on behalf of the governments of Great Britain,
France and Russia. The proposal provided that the pro-

ceeds of credits to be obtained as aforesaid, were to

be applied and used under the direction of the said



‘”(
KW
1
A v
AN
o
by N
v ) C
~\
5 \\\.
e
«"«”r
A ~
'(',"M.' __‘.\,."
- [ xV
M ™
oL ¥
% X (\\
Q
G
qg"

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

-l

x

firm of J. P. Morgan & Comﬁany, for the purpose of pur-

chasing in the United States supplies of munitions of war,

metals, horses, mules, clothing, food products, automobiles,

submarines, aeroplanes and other supplies, for use of the
aforesaid foreign governments.

The members of the said firm of J. P« lMorgan
& Company further represented to officers of the govern-
ments of Great Britain, France and Russia that the said
firm of J. P« Morgan & Company, and certain individuals
and corporations, business associates of the firm, in
the event J. P. Morgan & Company were employed as agents,
were in a position to, and would furnish a large number
of vessels and ships for use as transports in the service
of these governments, in carrying and transporting the
war munitions, materials and supplies to be purchased and
paid for with the proceeds of ‘the credits hereinbefore
referred to.

After prolonged personal negotiations between
members of the firm of J. P. llorgan & Company and rep-
resentatives of the governments of Great Britain, Fraﬁce
and Russia, and in furtherance of the conspiracy, as
herein charged, a series of agreements were entered into
between the firm of J. P, liorgan & Company and repre-
gentatives of the governments of Great Britain, Franbe
and Russia, under which the proposals of the firm of
J. P. Morgan & Company werée accepted and the terms and

conditions of their employment and authority as agents,

Eadargl Reserve Rank of St loyis ...
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together with their compénéation, defined and fixed.

Following consummation of the agreements as afore~
8gid, the firm of J. P. Morgan & Company, with the aid
and assistance of certain officers and directors of Fed-
eral reserve and member banks, as hereinbefore specifieé,
and in furtherance of the conspiracy, completed a large
number of transactions for account of the English, French
and RusSian governments, acting as the agents of said
governmnents, which accomplished:

FIRST: The procurement from various member
banks, including the First National Bank, National City
Bank, National Park Bank, National Bank of Commerce and
other banks and banking institutions in the City of New
York, and from various banking institutions throughout
the country, all of whom were member banks, included in
the Federal reserve system, loans, discounts and money
advances and credits, amounting in all to more than
two hundred million {$200,000,000) dollars. In a large
number of these transactions it was made to appear.that
the same represented bankers' foreign bills of exchange
and acceptances, innocently drawn in the regular course
of legitimate business by J. P. Morgan & Company, whose
members were, .and are, parties to the conspiracys

In a still greater number of said transac~
tions the method pursued by the conspirators was t6 se-
cure loans from member banks in behalf of one or more 6f

their number, the collateral for the loans being

stocks and bonds of various domestic corporations and

Federal Reserve Bank of St. Louis :
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bonds issued by diffsrent~c§ties and states.
SECOND, there have been furthermore obtained

|07 from Federal reserve banks, by or on behalf of the con~-
g

) 'Lﬁxofk:it;@“\‘?apirators, sums in excess of twenty million ($20,000,0CO)
P A . '
N0 . ¢ "™ (7 %\dollars, through discount of notes, drafts, acceptances
!&’A‘R;,) Q“*RUJ fﬂjt\i and bills. These transactions were made to appear on
vaﬁdxl“%fj\ ;{é ﬁki‘their face so that the moneys furnished by the Federal 16
‘;?'a“;;v gv{ﬁ'; Y“Jﬂw reserve banks were seemingly used in furtherance of pure-
T( (t(uf&{bcfi @((‘i ly commercial transactions for agricultural, industrial |
iJA‘ﬁiAgﬁ““ﬁ4¢vx“ \j and commercial purposes, The agricultural products or
A°-pc‘w;““9 - w*'aiwnofher wares, merchandise or live stock, purchased and
sty "o ﬂﬁ"‘ . : ;
P e paid for with the proceeds of the moneys thus obtained
;LAggU*‘ | Qwﬂr‘ being apparently purchased or sold in the ordinary course
& A
%iu;%‘”g of actual commercial transactions.
We charge that in respec£ to all the loans,
discounts and advances, amounting to the said sums of
two hundred million ($200,000,000) dollars, or more, which
have been obtained By or on behalf of the conspirators
_ from member banks, and in. regard to the other twenty
’(«L:“\(t{\l\‘u million ($20,000,000) dollars, or more, of moneys simi-

R 1\°§"§ @“Lk larly obtained by or on behalf of the conspirators from 17
\Libcll&,tO-f}\\ﬂTQ‘$ﬁ Federal reserve banks, that all of the sums so procured,
N ‘é;‘\xm (v\‘ﬂvlk.have in fact beén secured by the conspirators as agents
UﬁC}Tﬁx““f.“pl°C of the governments of Great Britain, France and Russia,
b}JCﬂ @Q'P\;{m and that said moneys have been utilized exclusively in

A b Vs b
Xﬂ&\§§bfﬁ?” connection with the purchase and shipment from within the
bx’ United States of war materials, munitions, food supplies,

clothing, horses, mules, submarimes, aeroplanes, vessels
igitized for FRASER
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and for the purchase or‘cﬁartering of ships and vessels
to serve as transports from ports of the United Statés
in the service of one or more of said belligerent govern-
mentsq |

We further charge that there has existed, and
now exists, a full and complete knowledge on the part of
many officers and directors of various member banks
and Federal reserve banks, that this vast mass of loans,
discounts, and money advances, have been obtained by
the conspirators,acting as agents and representatives of '8
the governments of Great Britain, France and Russia,
with intent to utilize the moneys received exclusively
for the purpose of purchasing in the United States war
materials, munitions, food supplies, clothing, blankets,
horses, mules, submarines, aeroplanes, and defraying the
cost of purchasing or chartering ships and vessels to be
used as transports from ports of the United States in the
service of the governments of Great Britain, France and
Russia.

We charge that these officers and directors
of member banks and Federal reserve banks, possessing
this guilty knowledge as aforesaid, have aided and
abetted the conspirators in the carrying on and the con-
summation thereof, at the request and behest of the con- )4
spirators, and that all these persons have sedulously
concealed from your Honorable Board, the Comptroller of

the Currency, and the national bank examiners, the real

character of these transactions and true purposes for
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which the moneys were being used, and that the said of=-
ficers and directors of these member banks and Federaln
reserve banks have been induced so to do by the conspira~
tors, in some cases through personal profit to be de=-
rived from the transactions, and in other cases becaﬁse
such officers and directors were under the complete
dominion and control of the.conspirators.

We fﬁrther charge that it is the present in-
tention of the conspirators to obtain from member baﬁks

and Federal reserve banks additional loans and advances’

. of money for thé benefit of the governments of Great
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Britain, France and Russia, to the amount of more than
three hundred million ($300,000,000) dollars, and that
negotiations ate now being actively carried on for the
purpose of enabling the conspirators to obtain immediately
from member banks and Federal reserve banks this great
sum of money for the benefit of the aforeaaid governments,
for use in the same manner as hereinbefore described.
With knowledge that the condition of affairs
above specified actﬁally exists with reference to member
banks and Federal reserve banks in the Federal reserve
system, we feél_fully justified in saying that the
country is about to be confronted with a crisis, not
only in its bankihg system, but also in its relations to

certain of the belligerent countries now at war. In our

judgment it is perfectly clear that unless the operations

of the conspirators in obtaining moneys from member banks

and Federal reserve banks are immediately suppressed

2o
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and put an end to, the consequence will be that these
institutions will be loaded down with enormous commit-
ments, growing out of transactions of a. character abso-
lutely forbidden by Céngress in the Federal reserve acf,
and which seemed well designed to afford certain of the
belligerent governments now at war a perfect oppor-
tunity in their own good time to present a huge bill

or claim for indemnity from the United States.

According to the well settled precedents of
international law, should such a claim for indemnity be
made, based upon a state of facts, sﬁch as are herein
described, and the claim be submitted to arbitration, it
would, of course, appear from the face of the testimony
that the case was one divisable into two parts, for the
reason that a decision concerning liability of the
goverrment of *he United States on account of loans or
money advances; made by Federal reserve banks, would rest
upon considerations that would not apply in the same de~
gree or with same force and effect in determining the
liability of our government, because of loans or advances
made by member banks. The transactions herein complained
of as being ngw-carried on by the two classes of insti-
tutions must, therefore, be considered separately. Tt
would seem to us that this separation as to érigin and
degree of governmental liability ray be fairly described

as follows: With respect to loans, discounts or noney

advances, made by Federal reserve banks, these are clearly

the cct of the government itself. A reading of the

Hy
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Federal Reserve Act makes it perfectly plain that Feder=-
al reserve banks are government institutions, and that
their officers, as well as the members of the Federal

f
reserve board, are officers of the United States within (\\fd %

the meaning of the Consitution of the United States, N A

as construed and applied by the Supreme Court of the

United States in numerous decisions. ‘ V/////’
As regards loans, discounts and money ad~

vances, made by member banks, in our judgment thellegal

situation with reference to governmental liability is

somewhat different from that which would be found con-

trolling and decisive in reference to Federal reserve'

banks. While it is, of course, true that by terms of

the Federal Reserve Act all member banks are subject in

their operations to control and supervision of officers

of the government, and many of them are recipients of

government deposits, and member banks themselves are in- 2%

vested with power, subject to certain conditions, of is;

suing currency, for payment of which the government it-r

sell becoxnes obligated under terms of the National Bank

Act, yet il is not clear that the original act of a mem-

ber bark in maﬁing loans or advances of moﬁey, fognd to‘

havé been uvtilized for the benefit or account of a bellig-

erent geversment, would be held by an International Court

of Arbitration to be the act of the government or an act

which bound the government in any way.
However, should it appear in evidence that,

subsequent to the original advance or loan by the member
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bank (an .undertaking in which there was no participation
by any officer of the government)g the member bank had
applied to the Federal reserve bank for a loan or re=
discount, with actual intent of obtaining aid in mon;y
from the Federal reserve bank for the purpose of enabling
it (the member bank) to continue or renew a pre=existing
loan made to a belligerent government or its agénts, and
if it appeared that the member bank did in fact obtain

a loan of money from the Federal reserve bank, which in
tupn enabled the member bank to make a loan to a belliger=-
ent government or its representatives or agents, then an
International Court of Arbitration would doubtless hold
that our government was liable for having extended and
furnished aid in money to a belligerent government, even
though it was conceded that the Federal reserve bank

had no notice or information that the purpose of the
member bank in obtaining the money was to use it for
either of the aforesaid purposes; nor would such a
ruling or holding of the Court of Arbitration be affect-
ed or modified upon a showing that the member bank in )
obtaining a loan from the Federal reserve bank, had done
s0 by the use of collateral upon which the Federal re-
serve bank had a perfectvright to loan, according to ‘
the terms of the Federal feserve Act. The determining
factor, as affecting the liability of our government,
would be the one consideration as to what the money was
actually used for, and no plea in abatement could be

successfully interposed by way of proof that the Federal

‘}1.’?




reserve bank had absoluxeiy 0 information tending even to
put it on inquiry or notice that the true object for
which the loan was sought or the money to be used was

other than an entirely legitimate commercial purpeces

The contentions as advanced by our own govern-

FG}} ' ment in the Alabama case, as upheld by the Internaiionél
0 &Q‘Oj]\; ™ Court of Arbitration, and at the instance of our govern-
Ltt‘ b( %Cf ment written into the body of International Law, when
gbng'; . examined, are found sufficient in themselves to estab-
\

lish the correctness of the view here expressed on this
branch of the matter now under consideration.
In view of the foregoing, we earnestly’urge
~that your Honorable Board immediately take strong and
@dwdrastic preventative action to the end of safeguarding
the United States against further violations of its neu-
»fi“’ trality, and so as to guard effectively in the future
N against the commission of acts by member banks and Federal
(;DA*Y‘\ reserve banks included in the Federal reserve‘system,
which, if not stopped by action on the part of your
Honorable Board, will, in the near future, and with un-
erring certainty, create conditions that will result
either in our Government being made liable for an indem-
nity probably feaching in amount the sum of One Billion‘Dol-
per lars, or find the country confronted with the threatening
‘Jgoi g menace of an impending bank panic consequent upon the
actions of the member banks in becoming waterlogged with
Cpﬁt | loans made upon an abnormally large scale to agents of

belligerent governments, and secured only by stocks
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and bonds and notez, drefiv ard 2cceptances of such agents.

In a situation oi that character, one which
we again repeat, will most surely happen in the event of
the failure of your Honorable Board to take immediate pre-
ventative action, your Board will find itself. faced
with the unpleasant alternative of being unable on the
one hand to rediscount for the member banks, because
the rediscounts would enable theée banks to continue the
loans and discounts made to agents of belligerent govern~
ments, and so in effect cause our government to be fur-
nishing aid in money to belligerent governments at war;
or, on the other hand, your Honorable Board, if it never-
theless determined to authorize and direct the Federal
resecrve banks‘to come to the rescue of the member banks
in such an exigency by discounting and rediscounting
in an elaborate scale, your Board would be then subject-
ed to the painful embarrassment that this action of the
Fedoral reserve banks, while it would accomplish the pur-
pose of preventing a bank panic, would, at the same time,
make our government liable to certain of the belligerent
governments now at war, for the pyment of an enormous
war indemnify recause of thelreach of neutrality com=
mitted by our ‘governmeat in permitting one of its branches
( the Federal reserve banks) to furnish member banks with
huge sums of money to enable the membor banks to continue
loans and discounts to other belligeront governments and

agents thereof.

»7



-

L,

o

N
W“\p ’
QJ ‘,(C‘l(l z

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

As steps ia preventative action on the part
of your Honorable Board, we carnesly urge that you with-
out delay, materially modify and reform your various regu-
lations, orders and rulings as set forth in Federal Re- 29
serve circuvlars Hos, 2, 3, 4, 5, 8, 11 and 12, sories of
1915, Te request that these several&docunmnts be so
modified as to make perfectly plain by proper order and
regulation, instructions controlling upon Federal reserve
banks and member banks the following :
FIRST: No Federal reserve bank shall here-

after discount any note, draft or bill of exchange pur-

porting to arise out of a commercial transaction, or ap~

parently drawn for agricultural, industrial or commercial
purposes, sdcured by staple agricultural products, goods
wares, merchandise or otherwise; except the officers of
said Federal reserve bank first make proper and diligent
inquiry to discover whether the person or persons in whose
favor such note, draft or bill of exchange is drawm, or
the maker or makers thereof or either or any of them, -
are &cting as agents or representatives of any foreign
belligerent government at war, and whenever the amount

of any such note, draft or bill of exchange offered for
discount shall be $50,000 or more, the Federal reserve
bank shall require to be furnished an affidavit from the
maker, acceptor or beneficiary in which must be set forth
in detail the true facts and history of the transaction
sought to be accomplished by the proposed loan or discount;

and should the inquiry or affidavit reveal any evidencs
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] G
tending to show that the proceeds of the loan or discount
are to be used for the benefit of any belligerent govern-
ment, or its agent, or utilized in connection with the
purchase or sale of any materials or supplies intendsd
for the use of any belligerent government or its agents,
then the Federal reserve bank shall refuse to make such
loan or discount.

SECOND: By circular from the Federal Reserve
Board, addressed to all Federal reserve banks and member
banks, it should be made plain that the Federal Reserve
Board disapproves of the members banks making any loans,
discounts or advances of money intended for the use of
any belligerent government at war, or its agents, and
qually disapproves of member banks making any loans, dis-
count or advance of money where the same is to be used
in purchasing or paying for any material or supplies
intended for the use of any belligerent government, and
requesting all officers and directors of member banks
to use every reasonable precaution and make diligent
inquiry in each case to prevent the use of the lending
and discounting facilities of member banks for these
purposes, and instructing Federal reserve banks to re-
fuse rediscounts or loans to a member bank where it ap-
pears that the result would be to enable a member bank
to continue or renew a pre-existing loan or discount for
a belligerent govefnment, or its agents, or vhere the

proceeds had been used in the purchase of materials or
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] G
supplies intended for use of a belligerent government.

THIRD: Using the power vested in the Federal
Reserve Board under Section 11 of the Federal Reserve
Act, there should be frequent examinations of the ac~
counts, books and affairs of the more important member
banks and Federal reserve banks to éscertain which of
these, if any, are continuing to make discounts or ad=~
vances of money for use or benefit of a belligerent
government or its agonts,

As having a bearing upon the foregoing,

~and a consideration therecof by your Honorable Board,

and as a clear indication of the opinion of our govern=-
ment concerning the proper policy to be pursued by a
neutral government with regard to loans or advances of
money for the benefit of a belligerent government, we
respectfully submit the following @
In Avgust 1914, J, P, Morgan of the firm of
J. P. Morgan & Company, informed Mr. Secretary Bryan that
his firm were considering the making of a loan to the
French government of one hundred million ($100,000,000)
dollars, and desiréd before making the loan to ascertain
what the position of our government would be toward such
a transactioﬂ, whether in the judgment of the officers
of the government the making of sﬁch a loan by the firm
would involve our govermment in a breach of neutrality,
Speaking for our government, Mr. Secretary Bryan
answered as follows ;- "There is no reason why loans

should not be made to the goveraments of neutral nations,

%
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but, in the judgment of this government loans by Amer-
ican bankers to any foreign nation, vhich is at war, are
inconsistont with the true spirit of neutrality.”

Lest your Honorable Board fall into the error
of refusing to consider seriously the material allega~-
tions of this complaint, in the mistaken beliof that no
one set or clique of bankers or financiers could peg-
sess sufficiont power and authority, or are in control
of an organization having all the ramifications of
influence which we frankly concede must be in the pos=-

session of persons engaged in a conspiracy such as is

herein charged, in order to rendesr effective the objects

of such a conspiracy, we respectfully state to your

(\’g %*J, Board that during the past twelve years, in practically
W\@‘QQO; ‘ - each and every case where a great congpiracy involting
>“;¢ny . gross misuse of financial power in violation of the laws
W ,;_’ of the country has beer prosecufed by the government,
iU}é‘ it has almost without exception provén true, that the

directing and controlling force in planning and execut-
ing these crimes have becn the members of the firm of
J. P, liorgan & Company, and the selfsame group of
associates who havwe been s0 active in furthering. the
conspiracy alleged herein., As incidents to the organi-~
zation and operation of the Northern Securities Co.,
Steel, Coal, lieat, Harvester, Tbbacco, 0il, Money and
Railroad Trust conspiracies, all the product and work
of the men involved in the present conspiracy, the mass
of the people of America have been during the period
above named and are now being robbed to the extent of
several million dollars a day.

There have been visited upon the country within

the last fourteen years no less than four different
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panics, the outgrowrth and consequence of the operations
of these men, and more than one of these panics was
deliberately brought on by them, in ordér to accomplish
their own selfish and ulterior aims and purposes, at
the expense of the great body of the people
As convincing evidence of the truth of these
allegations, we ask your Honorable Board to examine :
The government's bill of complaint and brief
of evidence and opinions of Circuit Court of Appeals
and Supreme Court of the United States in the case of
United States -v- Northern Securities Company, the
members of the firm of J, P, Morgan & Company and others,
The records of the Special Investigating Committee
appointed by the House of Representatives in 1912, which
sat during 1912-1913, to investigate the ramifications
of a great conspiracy engineered by the members of the
firm of J. P, Morgan & Company, and certain confederates,
for the purpose of monopolizing ahd controlling the entire
banking, money and credit facilities of the country,
Records of investigation conducted by Inter-
State Commerce Commission, upon ordér of United States
Senate in 1914, concerning conduct og‘ membsrs of fimm of
J, P, Morgan & Company, and certainzoth?r porsons
associated with'them, in the working the éreat New Haven
Railroad conspiracy. |
Indictments covering those acts returned against
these parties, now on file in United States District Court
for Southern District of New York.
Bill of complaint of the éovernment against
the same persons, filed in United States District Court

of Massachusetts at Boston, together with plea of

Eadecal Desenve Ronk of St O ...

W
8™

.\J
<

N,

Uy




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

defendants admitting truth of allogations in the govern-
ment's complaint, and conscnting to cntry of docree against
defendants.,

The operations of the members of the firm of
J. P, Morgan & Company and their confederates in the
New Haven conspiracy resulted in a loss to security
holders of New Haven and allied companies, as shown by
testimony before the Commission, of more than two hun-
dred and fifty million dollars,

Record of investigation conducted by Interstate
Commerce Commission in 1914 in regard to looting of Bal-
timore & Ohio Railroad Company by means of a series of
huge transactions in the securities of Cincinnati, Ham=-
ilton & Dayton and Pierre Marquette and other railroad
corporations, all of which, as it appeared from the tes~
timony, were engineered by firm of J, P, Morgan & Com=-
pany for their own profit, and in consequence of
whieh the Baltimore|& Ohib Comparny was made to purchase
millions of dollars wortH of securities and guatrantee
payment of many millions more, approximating seventy
million dollars, all of which have proved to be of lit-
tle or no value, Records of the transactions relating
to the stocks and bonds of Hamilton & Dayton and Pierre
Marquette Companies, din which members of the firm of
J. P. Morgan & Company were involved, abound with in-
stances of turpitude, of which the following is a fair
example : At a time when these railroads were absolute-
1y bankrupt and their stocks worthless, members of the
firm of J, P, Morgan & Company, as owners thereof, actually

sold these stocks at the price of two hundred dollars per

share to another railroad company, on the Board of Directors:ef

Federal Reserve Bank of St. Louis
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which certain of their number sat, and whose entire
Directorae was nominated and elected by a voting trust
managed by the firm, An outcry from stockholders
forced a rescinding of the infamous bargain, and in the
next thirty days both the Hamilton & Daytor and Pierre
Marquette Companies were in the hands of Receivers, .
and reports of these Receivers indicated that stocks
of these Companies, as well as vast masses of their
bonds, were without real value. The undersigned,
counsel for the complainants and petitioners herein,
serving as a Member of Congress, personally laid before
the Interstate Commerce Commission evidenceé relating

to the Baltimore & Ohio matters, as above recited, and

at his instance the Commission conducted said inquiry.

N
The President and Counsel of the Baltimore & Ohio

Company, before the Commission, admitted enormous loss
to " their corporation consequent upon these dealings

with the firm oflJ. P. Morgan & Company, but insisted
that the Commission allow an advance in rates sufficient
to enable the Baltimore & Ohio to recoup itself for
these losses, and the Commission, after some 1ittle
delay, did in fact give its consent to the Baltimore

& Ohio Company colleqf?ng"for thie very object from

the people in tﬁe terri%;£§ served by its lines, a
material increase in freight rates.

An inspection of the testimony and proof
produced in connection with investigation of each one
of these, and many other similar nefarious conspiracies
directed by the same group, reveals that in each and
every case the national banks under the control and
management of these men were made to furnish high sums

of wmoney for the double purpose of fastening monopolies

Federal Reserve Bank of St. Louis
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and conspiracies upon the psople of the country, using
the people's own money in the banks asarcans., and furth-
ermore using the facilities, books and records of the
banks to cover their tracks in a series of pretended
8imulated transactions, frequently using in that con-
nection fraudulent book entries and counterieit loans,
purchase and sales, to give a simulated appearance of
legitimacy and legality to the dealings.

In the past the members of this firm and the
men combined with them have never hesitated to come down
upon the government with insistent demands that all the
money and credit of the government be placed at their
disposal whenever it suited their purpose so to do, and
have not hesitated, on more than one occasion, to bring
on a panic as a means of compelling or inducizg_ the
government to yield to such demands.

" Unfortunately past administrations have been too
amenable to their wiles and influence.

It is only too notorious that in 1907 menmbers

of the firm of J, P, Morgan & Company, after forcing a
panic in order to compel owners of the Tennesseé Coal &
Iron Company to turn their property cover to the Steel
Trust, arrogantly demanded of the fhen administration,
as conditions précedcnt for allaying the panic, the
deposit of all available government moneys in such banks
as members of the firm of J, P, Morgan & Company would
name, and that the administration pledge itself to pro-
cure from Congress the enactment of legislation of a char-
acter to enable the Morgan clique to obtain from the Treas-

ury in the future, at all, any sum desired up to fiver hun-

dred million dollars by simply depositing with the Secretary
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of Treasury stocks or bonds of their differont corporations.
Unfortunately the administration at that timo was sufficient-
ly woak and foolish to yiecld to all of these demands.
Te respectfully request that your Honorable
' Board grant a speedy public hearing upon the within com-
.R\ijv plaint and potition, and that at such hearing or hear-
’ Jﬂ\}i J 3 ings the undersigned be permitted to offer evidence and 5
‘ L( {{J‘i?v testimony establishing the truth of each and every material 7
/12 P W allegation horein containcd. Should your Board deter-
mine to grant our request in this behalf, the undersigned
will bo subject to call of your Board at any time in order
to confer concerning order and method of procedure to be
followed at said hearing.
e feecl it our bounden duty to say to your Hon-
orable Board, voicing what we know to be the sentiment of
the toiling masses of the United States, that the people
of this country arc excecdingly tired of being exploited
JO in these ways for the benofit of the Morgan group and its Jo
Dbjﬁ = confedorates, especially because through the medium of theso
various Morgan conspiracies thoe grourhas fastened its clutch-
es uvpon ncarl; all of the iron and steel plants, railroads,
banks, coal wmines, telograph and telephone lines, and many
other of the ﬁation's industries.,
And wo feel it our further duty to say to your
o Honorablc Board, speaking by direction of the great mass of
. 4 TK&LG\ labor organizations affiliated with our body,that the labor-
qu(h*o ing men of the country arc in no humor or frame of mind to ob- J7

serve with patience or oquanimity the further continuance of op-

erations of the firm of J.P.Morgan & Company and their associates,
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DG
as contemplated by these men in the carrying on of tho
prosent most iniquitous conspiracy.

The men in the organizations whor wo represent,
millions in number, lookbwith horror and detestation upon
the terrible game of slaughter, murder, rapine and blood-
guiltiness now being played on the battlefields of Europe,
inflicting untold misery and destruction upon humanity.

Already the conspirators have drawn from the

banks in the Federal Rescrve System some two hundred and

) twenty millions of dollars and used these moneys on con-

tracting and paying for the crection of huge factories in
different parts of the United States for the manufacture
of instruments of decath and destruction on a scale hither-
to undreamt of, so that cven now, by the use of thesec

vast sums of money, socured from institutions, parts of a
banking s, stem only recently created by the ropreosentatives
of the people in the hope of breaking the grip of tho Morgan
greip upon the finances and money of the country, we have
the awful spectacle of tho members of the firm of Ji P.
Morgan & Company and their confedorate conspirators turning
our peopls and our manufacturing industries into one tre-
mendously great aggregation of murder factories, scnding
forth each day instruments sufficient to kill countless
human veings, and sending to the battlefields of Europe

from day to day thousands of poor dumb anirals, there to

be slavghtered in the most inhuman manncr, and as wo have
said hefore, all this donc by the use of the machinery and

resovrces of a banking system created by the pcople and

sustained by the money and credit of the pcople,

3
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Onco more spoaking for tho millions of men
enbraced in the organizations represented by our body,
*we say to your Honorable Board, thesec things ought to

cease and ceaso now., lic say to you further that if

there is no power in this government sufficiently strong

to cope with the insidious and maleficent influence
and power of the members of the firm of J,P, Morgan &
Company and the group of cruel hearted monopolists and
forestallers associated with them, and therefore your
Honorable Board should find itself without efficient
support in tho government in an effort to checkmate
the work of these vampires using the banks and money
of the people as pawns in their awful undertaking of
making our land into a nation of murderers for hire,
then the working people of this country intend to deal
directl; with the forces that control and dominate the
industries now producing the instruments of murder and
destruction, and while the laboring people recognize
that werec thoy compelled to take direct action to stop

this infamous traffic from being carried on by the use

of the moncey of the people, that their doing so would be

attended with great temporary loss and privation to
themselveé, yetyihaving in the past endured all these
things in a seories of brave struggles against the great
odds of the Morgan power in efforts to;improve the
gondition of the masses of the people of this country,
so they will not hesitate now to make the sacrifice
necessar; for humanity's sake in what our people

all believe to be the greatest crisis humanity has ever
hed to deal with.

It is to be hoped that your Honorable Board

Federgl Reserve Bank of St. L ouis
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will find itself able and cqual to the task of onforc-
ing the law against the members of the firm of 'Ji P,

Morgan & Company aﬁd their confederates, so as to pre-
vent furthor use of the moncys of the banks cmbraced in

the Fedoral Roserve System for the purposes denounced

o

here, Your doing so will avoid much trouble and con-
fusion to our country, but as a very last word, and
stating what wo know to be the sentiment of the labor-
ing people of the United States, we say to your Honor-
able Board that end it shall, if not by your action,
then b7 othor wmeans,

(SIGNED) H, ROBERT FOTLER,

General Counscl for Labors National Peace Council.

7/12/15
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Fovember Z2nd, 1915,

My dear Br, Villis:

Your publishers have just delivered to me 2 copy of
your book "The Reserve System”, which I am anticipating read-
ing with keen pleasure.

I kmow you will not object to my making a few margin-
al notes in regard to some features of the Act that we have

recently been discussing and then writing you on the subject,

Ve must get together on this clearing motter and agree
to a course to be pursusd, I sm glad to have thie book to study
in connection with it, as it will throw more light on the origi-
nal plan of the bill than I have yet been able to gather from
the proceedings before the Cenate Committee snd the debate in
CONEress ¢

I am also t.;nki_ng the liberty of sending this copy to
you under separste cover, as I would like very much to have
your autograph in the front.

Very truly yours,

-1

Federal Reserve Hoar
“aghington, D, C,

r, H, Parker ':;111:?%&
»

BS Jr/veH
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December 13th, 1915,

Dear Sir:

dr, Strong is greatly interested in securing
a bound velume of the various issues of the Federsl
Reserve Bulletin for his private library, With the
exception of the June issue, there is a set of the Bul~
letins for which there is no need in the bank, and
lr, Strong would greatly appreciate it if you could
suppity this copy.

Thanking you in anticépation of your courtesy,
I anm,

Very truly yours,

Secretary to Hr, Strong,.

Dr., He Parker Willis,
Federal Reserve Board
Washington, D. C,

wrE
VCH
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'-‘ EX-OFFICIO MEMBERS
!

"~ WILLIAM G. MCADOO

bt {,QQCRETARY OF THE TREASURY
4 CHAIRMAN

JOHN 5+ LTON WILLIAMS
COM. .OLLER OF THE CURRENCY

PCli.
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\ CHARLES S. HAMLIN, GOYERNOR
FREDERIC A. DELANO, VICE GOVERNOR
PAUL M. WARBURG
W. P. G. HARDING
ADOLPH C. MILLER
H. PARKER WILLIS, SECRETARY
SHERMAN ALLEN, ASST, SECRETARY

FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS REPLY TO
FEDERAL RESERVE BOARD

December 14, 191,?)
<, cd
C, A

-~ /&/f
Mr. Benjamin Strong, Jr.,
Governor, Federal Reserve Bank,
New York, N. Y.
Dear Sir:-

Your letter of December 13th, asking for
an additional copy of the June issue of the Federal
Reserve Bulletin for binding, is received and I have
directed that it be sent to you under separate cover.
The issue of this month is practically exhausted.

For your information I may say that we are
not having the first volume bound for the Board pending
a decision as to whether the annual report to be issued
early in January may not be printed of the same size for
binding with the Bulletin.

Very respectfully,

: L f -
—

Secretary.
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¥ith further reference fo your favor of
the 1l4th to Mr, Strong regarding the Federal RHe-
serve Bulletin, ir., Strong would like o kaow if
it will be possible to secure one of the bound
gopies to be issued by the Doard for his private
librory? 12 this is possible, the Juns gopy which
you were good enough to forward will be returned,
Hy, Otrong wishes me to thank you for your courtesy
in this counection,

Very truly yours,

Secretary to lr, Strong.

Dr, H, Parker ¥%illis,
Federsl Reservs Boord,
Washington, ¥, C,

Vs

e
¢ Nl




November 13th, 1916.

My dear Dr. Willis:

ust & line to express my congratylations wpon the
success of your mission to the Phillippinep\and to extend a

welcome home thch I am unable to

bn where the Federal Re=-

. service? If so, I
poin out.

lg there anything in that
serve Bank of New York

know you will no

With Kindest regards,

Very truly
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D;combar 7th, 1916.
\,v
My dear Dr. Willis:
It was a pleasure to receive your letfder of December 2nd
and to read the account of the affairg of ‘he ilippine National
Bank. You must have had a mest in%gresting exp nce and I
judge that this institution is ted on a- usef and prose
percus career.
The powers conferrew ¢ benk by the act of the
Philippine Legislature are so mudy &ore general and comprehen=
\ sive than those conferm I 4N seNge banks that the limie
'\\ tations as to the ddter of the business we could
\ transact with thel\l ppi Natiggal Bank are ihose which ap=
ply te us = ‘ealing with them as a foreign
" institu .0 be necessary, opens the possi- =

ould receive & deposit -account from the
Philippine Na¥lonal Bank, or if circumetances justified (doing
so, we could likewise upen an account with them, Such accounts,
" if the business developed to be an active and importsnt one,
would be reciprocal in character, we probably carrying en account -
on their books in pesos and they carrying an sccount on our books
in dollars.
Digitized for FRASER
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To Dr. Willis. Dec. 7, 1916.

Second: In case of need we could invest balances
carried with the Philippine MHational Bank in paper of the char-
acter described in the Federal Reserve Act as eligible for us

to buy in foreign countiries.

Third: Should their funde accumul unduly in New

York, we could in a similar way, doubtless bu ille for the

Philippine National Bank and hold the io for {their

acceunt.

Fourth: We could hand cash

transactions for them in New A
transactions for us in the P

Fifth:

the employment of

order to sav raneh

lohg as the mi-bgTions~of the Federal Resecrve Act

are as présent this Wwould seem 1o he the outside scope of

the re ionship which uld be established.

and, I presume the Philippine National
Bank will nee establieh an exchange reserve sccount in dol-
lars of some importance, just as moet of the banks in the Fast
have found it necessary to establish exchange reserve accounts
in eterling. 1f that is themse, there is no reason why we
should net carry such reserve account for the Philippine HNa=tion-
al Bank,.nor in fact, why the Federgl Reserve Bank should not

Digitized for FRASER
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Teo br. Willis. Dece 7, 1916.

accomodate it from time to time with advances against bills
if for any reasorn its reserve asccount in dollars became re-
duced or impaired temporarily.

Unfortunately, reserve banks have no power to open'

commercial credits,~thet most profitable field\|for a bank
relalionship would not be open to us in this

should think that in any event the P

bly very close ones, with one
country through which commerg
the benefit of fmporters and

The intimate rels

would seem io makef ft most logica hat that institution and

the Federal Heser

System should

am taking the liberty of sending
« Treman at New York and will recome-
er be tsken up with you personzlly

n next week.

Please ac:epi my warmest thanks for the kind things
you say in regard te my illness. ¥hile I am now well enough
to feel very guilty at being away from the office, I have
reached that stage of recuperation which seems to be slowest

and moet tedious and I fear it will still be e good many
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Te Dr. Willis.

months before I will be able to resume my duties .

br. He Parker Willis,
Federal Reserve Board,
Weshington, D. C.

Bs/veu

With kindest regards, I am,

Very truly yours,

N
~

Dec. 7,

1916.

A
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EX-OFFICIO MEMBERS & W. P. G. HARDING, GOVERNOR'
P —_ PAUL M. WARBURG, VICE GOVERNOR
( 'LLIAM G. McADOO FREDERIC A. DELANO
' SECRETARY OF THE TREASURY ADOLPH C. MILLER
R CHARLES S. HAMLIN
JOHNSKE N WILLIAMS s WL
| OurticcZoen or tur cunnency FEDERAL RESERVE BOARD :&:ﬁ:ﬁ:‘;'."lh“:ﬁ.’ AssT. SecReTaRY
AND FISCAL AGENT
| WASHINGTON ADDRESS REPLY TO
\ HS FEDERAL RESERVE BOARD
| @4 lf' Januvary 27, 1917,
FEB1 1917

Mr. Benjamin 3trong, Jr., iqr iterel Kten firete 7/’1‘,—(
4100 Kontview Boulevard,
Denver, Colorado.

My dear lir. Strong:
Your letter of December 7 reached me, 1 believe,

on Decenber 11, just as te meeting of Governars was abogt to assemble

here. Permit me to sgy ‘t}at I felt very much gratified at‘the tone

and content of your letter, snd found myself in entire agreement
| with the thoughts you had set forth with refereme to possible rela-
tions with the Philippire Natiomal Bamks Noting that you had said
that you were sending the correspondence to Kr. Treman at New York and
were recommending to him that the matter be taken up with me personally,
I thought it proper to hami him my copies of the corresponlence,vith-
out comment, because I inferred that the copies transmitted by you
would not have reached him before he left New York, so that if he had
anyth ing to say to me in the mat ter, the opportunity would pass by.
Mr . Treman, however, said nothinzg further to me on the subjset until
Jjust vefore he was to leave Washington at the close of the cmfercmee,
when he said that the contents of the letters had been noted, and that
the matter would be brought before their board of directors at its

next mesting, or, at all event s, at the meeting following that one.

I did not hear anything furtner from Mr. Treman, however, =nd, of course,
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| did not wish to annoy him with importunate questioms. A few days

1 ago, however, I had an immediate need for the correspondence in ques-
tion, =nd so wrote to him asking for it, but suggesting that if he
still had any need for the data contaimed in the letters I should ap-
preciate his taking copies of them and retaining them within his files.
There has, therefore, been no furtiner development since your letter
of December 7, and I rather think that any that may occur will be due
to such action as you mgy think fit to initiate. Wnhether or not you
should see your wgy clear to any further steps in the matter, I ap-
preciate very sincerely the intelligent imterest you have shown in the
subjecte

I trust that you are making steady prosress in health,

and that it will not be a great while before you will be able to get
pack into harness again.

Yours sincerely,

Yk
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Denver, Colorado,
February 1, 1917.

My dear Dr. Willis:

Your letter of January 27th is just received\and you may be sure

that anything that I can do to promote the estab of relations
along the lines of our'i:orronpon&m Bebtween—the-l ppine National

Bank and the Tederal Reserve Bank pe pleasure.

£y that my health continues to improve and 1 am be-
ginning iow to look forward to the time when I can return home.

With personal regards, believe me,
Very truly yours,

Dr. H. Parker Willis,
FPederal Reserve Board,

1‘ Weshington, D. Ce

| ~ Bs/cc
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1 G. MCADOO FREDERIC A. DELANO
SECRETARY OF THE TREASURY ADOLPH C. MILLER
""] CHAIRMAG CHARLES S. HAMLIN
1 SkeuTON WILLIA!
— H. PAR! LLIS, SECRETARY
g TROLLERIOE TR CURRENCY FE D E RA L. R E S E RV E BOA R D SHERIIH.ALLEN. ASST. SECRETARY
AND FISCAL AGENT
HS WASHINGTON ADDRESS REPLY TO

FEDERAL RESERVE BOARD

Febr)é / 1917,
m .
v : ARO 79
Governor Benjamin Strong, /7
4100 Montview Boulevard,
Denver, Colorado.

My dear Governor Strong:

Your letter of February 1 came duly to hand.
A few days after my receipt of it, I had news from San Francisco that the
Reserve Bank of that place had decided to designate the Philippine National
as its correspondent or agent in the Philiépines. This was approved by
the Board in due course, and sabsequently a letter came from the Reserve
Bank of San Franciseo msking inquiry similar to that contained in your let-
ter of the 1lst instant. I have Jjust writtem them a letter in reply, of
which a copy is enclosed to you. I have also sent a copy of the same to
Mre Jay who was here a few dgys ago, and who said that they were still
considering the matter in executive committee in New York. The Boston
Bank has told me i;haj it also has the matter under advisememt, &nd it
would seem that perhaps they may mewieape both decide to do something in
regard to the question.

With persomal regards and best wishes for the
contimmed improvemsnt of yowr health, I am

Very truly yours,

Enclosures.

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

Federal Reserve Bank of St. Louis



EB

February 28, 1917,

lir« John U. Cul kins,
Deputy Govermor, Pederal Reserve Bank,
San Franeiseo, Cal ifarnia,

Your letter of February 15 was daly received, anmd 1

have delayed amewering it until now in order that I might have opportunity
of talkiag with Mr. Robinsom, the FSew York represmtative of the Fhilipe
pine ¥ational Bauk, md also with others who are interested im it. Im
reply to yowr imguiry I would note first the plam outlined by Mr. Strag
in his letter of Decamber 7 to me, of vhieh I have already sent you a ooy,
but from whieh I reproduse here the essential points resalting from his
anslysis of the Fedsrsl Reserve Aot snd tl® Fhilippine National Bamk Aet.

"Firet: Ve oould roceive a dsposit asccunt from the Failippine
NHatiomsl Bamk, or 1f ¢iremmstances justified doing so, we could
likewise open. m aecount with them. Such ascounts, if the msinese
developed to be an ective and impartant ome, would be reeiproeal in
w-.ummrm-m-mumam
and they earrying am aceount on cur books in dollars.

Seoond: In case of need we conld invest balances earricd with
the Philippine Bational Bamk im paper of the charaeter deseribed in
tle Pederal Reserve ict as oligible for us to buy in foreign ecountries.

Thirds Should thelr funds acoummlate unduly in Hew York, we
conld in a similar way, doubtless buy bills for the rhllippine Natiomal
Bamk and hold them in portfolio for their accoant.

Pourth: Ve could handle collsctions and other cash transactions
for them in New York and they could handle like tramsasticons for us
l’thmmuﬂu

Pifth: Ve ocould hemdle all bullion transsetions such as ship-
ments of gold and silver when the market for exchenge made it profite
able, but this would naturally be eonducted through the employmemt
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¢ o & of the Federal Reserve Bamk of Ssm Franciseo in order to save trans-
i - portation charges.”

Speeifieally applying these ideas in prastiee, I
would saggest the following:

1. Bills Exchamges

All golleetions vh ich the Philippine National Bank
receives, drawn on San Franoiseo, t0 be forwarded to the Pederal Re-
serve Bamk of San Pranciseo and to be collected and oredited by them
at pars :

2, Pgyments:
The Federal Heserve Bark to make payments, smthoriged

elither by mail or cable, to bemeficiaries in San Franciseco, without
charge.

3 Purchase:
The Federal Reserve Bank of San Framciseo %o hold it~

self in readiness to purchese Fhilippine National Bank bills of ex~
change payable in the United States, drawn on imerican bankers Or mer-
chants, at current rates, shox 1d oecasion require.

4. Forelgn ixchange:

The Reserve Bank to sell checks and cables drawn on
tme FPailippive Natiomal Samk, such drafts to be credited im dollare in
the Philippine National Bmk account at San Francieeo at par, there
enabling the Reserve Bamk to profit to the extent of, say, 1/4 of 1f.

L The Reserve Bank to pay rhilippine Hational Bamk
ghecks or eables drawn on them, at par.

Should the Reserve Bak be disposed to buy sterling
bills of exchange, drawn at, say, 30, 60, or 90 daye sight, the Fhile
ippine Nationsl Bark coa ld, of ewrse, build up a considerable us-
inges with them, it being understood that they wm ld transfor to New
York, at the request of the Fallippine National Bamk, at par.

If they intend to enter the foreign field through the
purchase of bills of exchange, the Philippine National Bank eonld do
a considerable business with Shem.

This leaves open the guestion of the opeming amount
to be plaged on deposit with the Reserve Bank by the Fhilippime National
Bank., As we do not know vhat the amount of the transactions w14 be
likely to be, pending further experience, would it be satisfactory to maste

an initial deposit of ;' say, $a5,0007
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I should be gled to hear from you fully on any or
all of theee points, md I should like % have you regard them merely as
suggestions, subjest to such modification as may be doeamed wise,

xmn-vmgm'mm»mntp im-
provement in health of Mr. Kains, and I certs nly hope it will comtinue
rapidly.

ith persmal regards, I am

Yours sincerely,
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Denver, Colorado,
March 5, 1917.

iy dear Dr. Willis:

——

1 have to Shamk you for your favor of the 27th ult. in regard o

ship that should develop &
the Philippine National B
by your letter to ¥ :
these partiemlar Dills Y rSome way through New York, when-
ever the business actus Of course our facilities are

entirely at the se: Aeserve Bank of San Francisco and

time I am addreseing a letter to the office to ascertsin vhat progress is
being made. |
Lgain with thanks for your letter and for your good wishes, which 1

warmly reciprocatsg, 1 am,
Very sincerely yours,

L Tamieme 119 "




EX-OFFICiO MEMBERS
JILLIAM €. McADOO
SEFTRTARY OF THE TREASURY
CH .IMAK
JOH.. KELTON WILLIAMS
COMPTROLLER OF THE CURRENCY

FEDERAL RESERVE

BOARD

W, P. G. HARDING, GOVERNOR

PAUL M. WARBURG, VICE GOVERNOR
FREDERIC A. DELANO

ADOLPH C. MILLER

CHARLES S. HAMLIN

H. PARKER WILLIS, SECRETARY
SHERMAN P. ALLEN, ASST, SECRETARY

AND FISCAL AGENT

ADDRESS REPLY TO
FEDERAL RESERVE BOARD

WASHINGTON X144

May 15, 1917.

Dear Sir:
./

Will you for our files kindly send us a

.earliest convenience your home address, in

order that we ray be able to make use of it in writ-
ing you under conditions of emergency.

Very truly yours,

Nyt eee,
Secretary. ‘fj:////’

Ire Benjamin Strong, Jjre,
Governor, Federal Reserve Banx,

Hew York, He Yo
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Mey 17th, 1917.

Dear Sir:

Replying to your favor of May 15th ad-
dressed to Hr, Strong asking for his hoée‘address,
I beg to state that at present it is 4100 Nontview
Boulevard, Denver, Colorado. However, Mr, Strong

expects to return to New York City about the mid~

dle of June at which time you will be advised of
his New York residence address.

Very truly yours,

Becretary to ¥r. Strong.

D, H, Pargws Willis,
Seretary, Federal Reserve Board,
W¥ehington, D. C.

va
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Denver, Colorado,
May 22, 1917.

My dear Dr. Willis:
My Secretary has forwarded to me your circular letter of May

15th with inguiry in regard to my residence address. My oresent address -

4100 HMontview Boulevard, Denver, telephone York-1308, will be available
only wntil Sunday of this week as I am leaviang for New York on Honday,
after which time my addresses will be eare the Federal Reserve Bank and

the Plaza Hotel, New York City, wmtil you are otherwise notified.

Very truly yours,

Dr. H. Parker Willis,
Seeretaryy~¥ederal Reserve Board,
Washington, D. Cs

Bs/cc
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RESERVE BANK ORGANIZATION COMMITTEE.

Septembsr 17, 1914,

Dear Governor:

For your information I am hand-
ing you abstract of replies received to
telegram sent on September 9th to the
presidents. of the Clearing House Associa-
tions in central reserve and reserve
cities,

Respectfully,
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FEDERAL RESER\EPBRARY

WASHINGTON
]

GEORGE L.HARRISON J L'H}hg 4wkt -one ,

e F Nineteen nineteen.
EDE ;
“RAL RESERVE By

Dear Governor Strong:

I have jusy received your
letter of the twentigth and shall be
very glad to see you in Washington
next Tuesday.

The Dpctors have postponed
their attack so/ that 1 shall surely be

here at that time.

Hon. Benjamin“Strong, Jr., ' |
Governor, Federal Reserve Bank,
New York City.

Federal Reserve Bank of St. Louis



]
i\_// .
& / 5 N ?
&
{ &/
/ |
i
p
) d
!
=
\ /
..r"
(
|

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




AFEIOT OF FURIHER GOLD DNPORPS OF EEDERLL RESIRVE POLICY. [Qﬁw ‘*""7
JW{?'

Developments during the past few mohzhciangguat the following gonclusioaa
as to Federal reserve bank policy in the near future:

1. Heserve banks should not buy securities wheén their earning assets decline.
Po do so means to forge reserve bank funds into the market and to encourage in- Aﬂﬁ‘“
flation. It is far better for the country to have the reserve banks use up part Qﬂt.a
of their surplus to meet exepnses than to start a new period of inflatien. B

2. Reserve banks ihanld gradually reduce their holdings of securities and let
the volume of their earning assets, which measure the total of reserve bank funds
in the market, be determined by the demand for such funds. This demand will man-
ifest itself by offerings ot'diaoountl or accepiances brought to the reserve
banks. The banks, though being slways prepared to take up such offerlag;. should }
keep out of the market as bidders for bills or securities.

de Yot only should no farther reduction 6: diseount rates be sontemplated at 1
present, but the desirubility of raising rates in some districts should be care=- | 1
fully considered and devologmapto should be closoly)wntohod with that in view. i

These conclusions are based upon a study of. cgndoncxoa since the beginning
of the present yesr. Daring the winter of 1921-1922 the reserve banks bagaﬁ to
feel that the rapld liguidation of their discounts was dopleflng their earning

assets to & point where they were apprehensive about being able to meet their ey~

~ penses. As a consequence, the banks purchased considerable quantities of Covern=
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ment sesurities the total of which, as appears on the attached chart, at the end
of April rose sbove the total of discounts. The chart alsc showe that earning
assets, after the seasonal drop in Jamary, remained fairly stationary until the
seasonal rise beginning in the middle of August. T7he stationary condition of

onruing'aaseta in the face of a constant influx of gold from abroad indicates that
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the funds available for use in the market were imcressing. If it is true that k 5
the funds required by the market at any given time are s definite amount, then
funds released by the reserve bank through the purchase of sesurities or bills
will return to the reserve bank through a commensurate reduction in discounts.
It is thus probable thst the continned reduction in discounts during 1922 was

7 9222!9 at least in part by the purchase by the reserve banks of Qovernment
securities. 70 the extent that this was 80 the purchase of securities had no
effect on ithe oredit situation, as 1t left the outstanding volume of Federsl
roserve funds unchanged. It is worth noting that to this extent the pnrﬁhaso
of seocurities failed of its purpose as it did not increase the earnings of the
reserve banks. Put in so far as the release of Federal reserve bang funds
stimalatec speculation or expansion, such funds did'not return to the reserve
bank and were absorbed by the market.

If orie considers the reservoir of funds at the disposal of member and non-
member banks as s unit, it becomes clear that the influx of geld from abryad
raises the level of available funds in the reservoir unless a similar amount’ is
drawn off into the reserve bank. The rise in the reservoir may be measured by
the difference between tm; fold imported from abroad and the amount of funds
withdrawn by the reserve banks through the sale of investwments. while it is
imposeible to determine accurately to what extent this has ocourred during the
past year, because there are always numerous temporary factors Influencing the
figures, it would appear that the volume of funds in tho market increased sorme=
what, as gold imports amounted to about £200,000,000 and exceoded the reduction
in earning assets of the reserve banks. Whether this eredit expunsion wae in-

strumental in starting a revival of business, and to what extent inflation

occurred, it is difficult to determine, but the fact that prices have advanced
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considerably during the yesr is presumptive, though not conclusive, evidence of
eredit expansion beyond the business needs of the country.

In normal times such an expansion beyond business needs would bring about
ite own correctives through the fall of interest rates, the withdrawal of for-
elgn funds, the consequent fall in the exohange value of the dollar, snd finally
the exportation of gold to correct the exchange. F<ven now there are forces in
operation to counteract the effects of expansion. The Bureau of labor index of
wholesale prices rose from 1*0 in Jamuary to 155. in September. Thie ru_o in our
pricd level was not accompanied by & rise of British prices whioh have remained
stationary. This disparity bas been reflected in an advance in sterling exchange
from 04.22478 in Janusry to 94.430696 in September, or from an average discount of
13 per cent to one of 9 per cent. If the pound reaches parity, then the gold
movement between the United 3tates and Ehgland will begin to operate along normal
lines, 1.e., a movement of gold will ocour whenever the exchange rate will rise
above or fall below the gold points. In the case of Canada this normal condition
has been reestablished and o considerable movement of gold from this country to
Canada is in fact reported. .

But m_o normal co rectives can not operate effectively so long as most of the
world is off the gold standard and most of the countries are unable to dalance
their international payments. England has recently made a %50,000,000 pmon§ on
agcount of interest on her war debt and a second payment ef an equal amount is
forecast. If to these interecst payments there should be added payments on acecount
of principal, then sterling will decliné agaln and resumption of normal gold move=

ments will be deferred for an indefinite period.

org/ - =
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There is another corrective that might become operative if the United states
abﬁorba large amounts of foreign sesurities. Such investments by Americsens are
equivalent in effect to imports from the debtor gountries and weuld, therefore,
strengthen the exghange retes on such countries and thus lessen the incentive for
shipping gold. “wuaBub ! wlth conditions as far from normal as they are at
present, thesge tendonoi;a would not be sufficiently powerful and would not operate
promptly enough to check the flow of gold'to the United States. It is probable
that for several years to como this country will receive substantially all the new
gold produced, or about $300,000,000 of gold annnnll;.

A more detalled discussion of the various steps through whish gold imports
become translated into additional eredit and of the effects of such .additions om
the general credit situation follows:

On November 1, 1922, the combined balance sheet of the twelve Federal reserve

banks was about as f0110wle

. (In millions of dollars)
Reserves 83,212 Deposits #1,914
Discounts 668 F. R. notes 2,309
Acceptances ) 260 Other lisbilities 919
Government secarities” 360
Total earning assets 1,208 Total liabilities 5,142
Other resources 722 ;

Total rescurces 5,142

What will happen if another 21,000,000,000 or more of gold is imported into
this country? For the purpose of clarifying the operation of separate factors im
the situation let it be ascumed that the velume of production in this country will
remain about constant and that consequently the credit and ourrency regquirements

of business will alsc remain about @t the present level. Also for the purpose of
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simplifying the problem, let it be assumed that there are only two banks in the
United States - the Federal reserve bank and the member bark, the latter repro;-
senting the entire banking resources of the country. According to the above
balance sheot the momber bank at present is receiving from the reserve bunk about
#1,200,000,000 of credit, partly through discounts and partly through the purchase
by the reserve bank of acceptances and Coverrment securities. For the funds re-
leased by the reserve bank in payment for these purchases ‘ontor the money market
and relieve the member bank of a commensurate amount of demand for funds.

Consider now the effect of the arrival of a shipment of £100,000,000 of gold

from abroad consigned to tho member bank. The member bank will derosit this gold
with the reserve bank, because the metal is 0f no use to the bank itself, except
as an inconveniont form of cash. The member bank does not keep any more cash in
its vaults than is necessary for till money and'depoaiu the rest with the reserve
bank, where the gold creates & deposit credit auua.ble for the reduction of the
member bank's indebtedness to the reserve bank or for other purpogses.

It is likely that the gold deposited with the reserve bank will be used by
the member barnk to reduce its indebtednes: to the reserve bank by #100,000,000.
If this is cone then the reduction in the member bank's own loans ocoasioned by
the receipt of the gold will be reflected in a corresponding decline of its ac-
commodation at the reserve bank, whose reserves will be increased by the same
amount. Juppose, however, that the reserve bank decides to dispose of (overmment
securities to the extent of the inorease in gold reserves, on the principle that
it is better reserve bank policy to pay for gold with investments then with com=

mroié.l paper, which by the canons of reserve banking ies a favored ssset. The

reserve bank may thus decide to sell £100,000,000 of securities., This would re=

sult in the withdrawal from the market of $100,000,000 of funds, the merber bank
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. e
would feel this draim and would borrow $100,000,000 from the reserve bank to re-
plenish its supply of funds. The consecutive steps in the transaction would be
(1) earning assets of the reserve bank will be reduced by $100,000,000 through
the liquidation of the mborb bank's disocounts by the payment of gold, (2) earn~
ing assets will be decreased by a further 2100,000,000 through the sale of Gov=
ernment securities, and (3) earning assets will be increased by £100,000,000
through the subsequent borrowing of $100,000,000 by the member bank. The final
result would be that earning assete of the reserve bank would have declined by
£100,000,000 and £100,000,000 of investments would be converted into discounts,
while £100,000,000 of gold would be added to roeornn; The reserve ratio would
be higher. | .

This method of disposing of new gold can continue until the reserve bank's

- investments are all converted into discounts, and total earning assets are re- -
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duced /by the amount of new gold deposited. After that the result of further

gold deposits would still be approximately the same, but the two later steps
would be eliminated, 1.e., Sh member Bank would pay off its dlssounts with

the new gold and there the matter would rest. Thus the earning assets of the
reserve bank would dbe Mu reduced to nothing. If the course of action
of the reserve bamnk were to be as Just outlined, then §1,200,000,000 of addi-
tional gold would wipe out all the earning assets of the reserve bank.

Disregarding for the moment the effects on the ability of Federal roserve

banks $o pay expenses, slthough there is no doubt that this would be an important

practical considerstion and that some method of handling it would have to be

devised, let us continue our story. We have arrived at the point where the reserve

bank has nothing but gold against which it has deposit and notgliabilities. What

would heppen if still more gold arrived? The member bank would have no important

A
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object to serve in depositing it with the reserve bank but for convenience it
probably would deposit it. But the member bank would have no way of using the
gold within the roum-bant. its reserves would, therefore, be excessive and
it would seek s market for its funds. The member bank would them encoursge
borrowing ﬁt home by reducing its intercst rates, or by granting loans to mar=
ginal enterprises and would encourage the flotation of domestic and foreign
securities. This would inorease the member bank's deposits and its reserve re-
quirements. It would also inorease the need for currency. S0 that the excess
reserves would be used up in part by withdrawals of notes and in part by increased
reserve requirements. There would, in short, be an sbundance of money, which
would result in inflationary tendencies at home, or in the financing of foreign
industry or other foreign enterprises, possibly including military enterprises,
It will make little difference in effect whether the #old will come in pay=-
ment of past loans, for current merchandise, or for the purpose of building up a
balance to pay for future exports, or in payment of interest or principal due to
the Unxsod States Govermment. In any case the gold would reduce the demand for
funds on the part of the public, or inecresse the supply of funds at the dilbo.i.
of the member bank. This my require further explanation. If the gold comes in
for the purpose of paying a loan at the member bask the member bank will csncel
the loan, deposit the monoy with the reserve bank, theredy obtain an increased
recerve deposit and will thus hsve more funds at its disposal. If the gold comes
direct to & customer in payment for goods, he will deposit 1t with the member bark
and the subsequent developmont will be the same as in the first cases and if the
gold is deposited with the member bask for the purpose of building up a balance,

the series of consequences will also be the same. If the pold comes for the oredit
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of the United States Treasury, the Treasury will either use the money t0 meet its
current obligations, in which case it will deposit it with the Federal reserve
bank and transfer it to its creditors who will redeposit it with the member bank,
or it will use the money to reduce its outstanding obligations by buying Covern=-
ment securities in the market. In either case the Treasury will plage additional
funds at the disposal of the public and the member bdank. Thus it makes no differ-
ence what immediate circumstances occasion the shipping of the gold, the effect of
its arrival on our credit situation will be the same.

As will be remembered, the foregoing discussion purposely omits all reference
to the effect that the arrival of additional gold might have on the country's

productive activity. It would seem not unlikely that this additional gold would

,l
liquidate some frogzen loans -and relieve the financial condition of some manufac— I
turers or producers who were heavily in debt to their banks on acocount of having *
bad debts nbﬁud. With this burden taken off their minds they might turn their i
attention to the expansion of business and to .th:lu extent a nuval..of our own 1
industry might take place. It would make no difference to the credit situation |
whether this revival would take the form of sdditional commercial credit require- i
ments or of a demand for investment securities. In either case it would mean more
buginess which would absordb the additional funds created by the arrival of the new
gold.

In this diecussion it has been munod that there was one member bank con-
trolling the entire banking power of the nation, and one mu.om bank. In reality
there are about 10,000 member banks controling about 60 per cent of the nation's
banking rescurces, 20,000 non-member banks, and twelve independently managed re-

serve banks. The fact that data for the reserve system alone do not give a
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complete picture of oredit conditioms in the gountry is undenisble, yet general
tendencies affecting the system will affect the entire etructure. Nost of the
large banks sre member banks and many of them are bankers' banks standing in

much the same relation te their numerous correspondent country banks as the re~
serve bank stands to its member banks. Another oonnocﬂng link is in the fact

that Federal reserve notes are the only elastic ourrency, and that, therefore,

a demand for additionsl currency, no matter whete it ori;imtu. will be nnm
ed in inereased Federal reserve note circulation and will, mnron. affect credit

situation in the reserve system. 1t soems safe to say that when the forges

!

1
|
|
|
|
|
|
|
|
|
|
|
|

. |
1

1
N e - . X = i L e

affecting the reserve system are clearly understood, it will be found that the
entire oredit reservoir is affected by the same forces, and that credit condi-

tions m._broadly speaking, the same without and within the reserve system. The

attached chart showing the flow of reserve bank oredit may hplp to make this
¢clear.

But there are twelve reserve banks and conditions in the twelve districts
may and do differ widely. Temporary tendencies which u;,aifut themselves in one
district may not exist in another, and influences affecting an industrisl dis-
trict may not appear in an oérioultnrsl section. This is roflutoi in the differ-
ences between condition statements of the twelve reserve banks. For example,
while discounts declined between February 1 and October 4 in all the num banks,
the rate of decline varied from 39 per cent in Boston to 65 per cent in Cleveland,
and while total earning assets decreased in most of the districts, increases are
reported for the New York, Cleveland, St. loule and San Prancisco districts. On
the other hand, Federal reserve note circulation shows expansion in nine of the

twelve districts, but the New York, Richmond and St. louis distriots show redunced

-
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eirculation figures. _

Differences of this kind may suggest different credit policies in t-.ho.
several districts, but from the national point of view the “ystem is nevertheless
a unit. The reservoir of credit constructed by the Federal Reserve ict is such
that, in the final analysis, the entire 'Syst-n responds to the same influences,
and in outlining broad general tendencies one is Justified in tresting the twelve
reserve banks as one. In fact, it is only by considering the combined resources
and ligbilities of the twelve banks that one can obtain a correst pictare of the |
national situation, as the relations between the twelve reserve banks are con-
stantly ehifting. | )

It may be asked: what would happen if the reserve bank paid out gold instead
of reserve notes and thereby decreased its supply of gold and its reserve ratio? |
Under present circumstanges this would have little effect on the credit situationm.
it makes no difference to a m‘mthor the $20 bill in his pooket is a reserve
note or a gold certificate. The cash requirements of the nation would be no greater
and no less than before. The only difference would be that the reserve ratio would
be lower and declining, which might have some psychological effect on the publie
mind. Not unless the ratio went down to below 50, however, quld the decline become
a matter of real importance, and the ﬁtlo can not fall below 50 at the present
time without expansion, as the substitution of gold for all the Federal reserve notes
in eirculation would still leave enough cash reserves to constitute 47 per cent of
deposit lhbil.iucl.

To recapitulate; further gold imports will increase the amount of loanable

funds, and, other things remaining equal, will reduce the demand for reserve bask

credit on the part of the member bank, Up to the saturation point of the reserve
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bank sponge gold imports can be absorbed and credit expansion delayed. The~
oretically this point will be reached when additionsl gold in excess of one
billion dollars is imported, which would wipe out substantislly all of the re~
serve bank's earning assets. Beyond that point, unless business revival caused
by other foroes takes place, inflation at home or encouragement of investment of
funds abroad is inevitable. And the saturation point will be resched soomer in |
proportion as the reserve banks will endeavor to keep up their earning assets |

by the purchase of securities to replace liquidated discounts. |
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July 25, 192§,

r. £, &, Goldenweisser,
Federsl Reserve Board,

/s
b 2
Washington, L, C. 7/7/2’

pear Mr. Coldenweisser:

e
/

In accerdance with our telephone conversation }?&ﬂ, the following
puragrephs are quoted from Governor Strong's recent lettér zsking for informa-
tion, and we should greatly sppreciste it if you could supply ue with the data

requesteas

"(1) 4 reasonsbly accurate figure of the payments which
bhave been made to our Government by foreign Governments on
sccount of war debis, payments for wer meterisls sold, relief
losns, snd various zdjustments growing cut of the war,

"The Tressury ztsvement shows a figure which I
believe will ensble this information to be gathered very eaeily.

“(2) The emount of paymeats now under coatrsct or impend-

ing, which would inciude, of course, the puyments by the British

end other netlons which have funded, and, in general, sll of

those paymentes enumerated sbove, plus payments arising out of

the Farie sdjustment of distribution under the Dawes Plan.®

From previous. experience with the Governor it would be my imprecsion
that he =ould like & fuirly deteiled statement showing payments by coumtries,
with dates, together with & mummaery. I presume that for some of this informs-
tion you #ill bave to go to the Treesary, but I sm writing you with the idea
that the correct procedure is for us to get this sort of thing through you.

Thaak you much for your helgp.

Very truly yours,
~C 1
Rg (2,

%. RANDOLFH BURGESS
\ fesistant Federal Reserve Agent
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oy 8, 1926

Dear br. Stewart:
Mr. Strong, beimg rather pressed for time,
bas ssked me to forward to you the attached copy of a
letter which came 1o him today, together with the
| ' enclosure addressed to you. I believe you will find
the letier self-explanatory.

Very truly yours,

Secretary to
Mr. Benj. Strong

Dr. lslter i. Stewart,
Federal Reserve Board,
Otie Building, Washington, D, C.

Bncs.
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ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE EOARD

WWSsOEN

Dear Governor Strong:

All of the preparations for the trip are now
about completed and in thought and interest I am facing
toward Gurope. The ticket has been received, the passport
and visas fixed up, and the data which you suggested have
been collected. Today and tomorrow will be used in clearing
my desk so that I will not have to think about it for the
next two months.

I regret that I was not able to attend the meeting
of the Open lMarket Committee, not primarily because of the
importance of the meeting itself, but because I would like
to have heard your presentation to the Committee of the
present situation of the money market and because I would
like to have been in on the discussion concerning the pro-
posed change in the bank statement. This latter matter,
however, I am sure can be worked out satisfactorily with
Mr. Smead.

I plan to leave here Iriday noon and on arriving
| in New York will go directly to the boat. I appreciate
i very much your thoughtfulness in making preparations for
| the trip at a time when I realize you are very busy.

Sinecerely yours,

| et 0, S

Mr. Benjamin Strong, Governor,
Federal Leserve Bank of New York,
New York, NW. Y.

N
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EXTRACT FROM LETTER OF DR. STEWART TO GOVERNOR STRONG

LONDON, JULY 27, 1025,

"In genersl my feeling is that we are dealing with something more
fundamental than the relation between the two bank rates. That relstion may
become purely formal if in either market the rate becomees ineffective. Inflow
of gold, rather than the generally anticipated outflow, is meking the market
less dependent upon the bank, and if in combination with this there is a de-
cresged demand for funds resulting from a coesl strike and trade uncertainties,
rates may become still easier. An increase in the discount rate at New York
could work only indirectly and to a minor extent upen the market here under the
present conditions. At bottom I believe the forces at work in the market are
the export of $175,000,000 of gold from New York since last December snd the
import of gold here. Neither of the movements were particularly related to
exchenge rates, but both of them affected interest rates and the relation of the
markete to the Banks. As I suggested in the telegream, I believe a more direct
and effective way of desling with the situation from our end would be an advance
in our buying rate on bills, which I regard as also now desirsble on other grounds

—_—

If at the end of three weeks, as indicated in the telegram to
Governor Normen, it seems desirable to reduce the rate here with some prospect of
holding that level through the sutumn some adjustment would have been made both
in New York and London looking toward a narrower differential.

Ae to the stock market, I feel as I did in Berlin. You know much
better than I - but does not a market where pools are active, carry with it its
own correctives?"
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Telegram sent in &e to 4 ‘
MR.STRONG, €/0 "@V%ﬁo_ﬁ; 'NATIONAL BANK OF BELGIUM, BRUSSELS.
Despatched: éfzftb’July, 1925. : ‘
A | \

|

|

1. Your letter indicates belief that present exchange position
could be maintained with narrower differential between
Bank Retes.

2. I agree, but believe London Rate, because of gold receipts,
is at the moment unnecessarily high rather then New York
rate too low. ‘ : j

3. Barly crop movement and seasonal requirements for currency \
will make money firmer in New York without rate action.

4, Also prospective growth of commercial demend, if realised, %
will absorb some funds now in eall market and have more }
effect than inerease in discount rate. | %

5. Believe rate advance aimed at stock market would chiefly ,4
influence bond market and further foreign flotations. “3

6. Believe rate increase in New York should await clearer Al
indication of advance in commercial paper rates.

7. Desirable that inereased use of reserve banks this anﬁhmn f
should largely take form of discounts rather than ;?: J;;
acceptances. ?:;" _a;q

8. Suggest, if action is required, an advence in bill fﬁtea te?i

; i
level of discount rate. v i

Digitized for FRASER 9., Will join you in Paris after your return from Bierritz. ;‘;
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Decenber ”. 1833,

Dear Mpr. Chairmant

I received your letter of Decouber 23rd, in which you ask
my opinion as to 5, 4103, the latest edition of the Bill, introduced
by Senator Lenrocot in the Ssmate and by Congressman Andersen in the
House of Representatives, to provide additiomsl "eredit facilities
for the agricultural and live stock industries of the Umited States.®
This Bill would set up "Farm Credite Departments® in the existing
Federal Land Banks, into each of which it is proposed that the U. S,
Government shoald pay a capital of $5,000,000, or $60,000,000 for the
twelve banks taken together. I understand from your letter that this
amoant might be increased to $10,000,000 for emch Federal Land Bank,
or $120,000,000 in the aggregate. With this initial working capital,
the Bill proposes that thase Farm Oredits Departments wald act as
redigccunt agencies for agrialtural paper from banks, credit asso-
ciations, livestock loan companies, and similar institutioms, and
that the Federal Land Banks would cbtain such additional funde as may
be needed for the purpose by ilssuing taz-exempt ccllateral trust
bonds for sale in the investment markets, and indirectly by redis-
counts with the Federal Reserve Banke. The operations of the Farm
Credits Departmsnts would be placed under the supsrvision of the
Yoderal Fam Lean Bosrd. |

The Bill containe many good features, not the leaest of which
is the provisim for aggregating agrisultural and livestock paper in

wach ghape as to give an acceptable basie for credit, but it depends

ederal Reserve Bank of St. Louis . o e o
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so mch upon the large initial contribution from the Treasury and the
grant of full tax exemption to the new securities, both of which seem
to me objectionable, that I have taken oceasion to murvey the whole
field of the present discussion in order to see what might be dome to
harmonise the variocus plans which have been pressnted and combine
their best features in ocne scuni and worksble measure. Needleas to
say, | am entirely in sympathy with the efforts which are being made
to provide better credit facilities for the agricultural and livestock
industries, and believe shat one of the first conditions of scund re-
covery in the coantry as a whole is the restoration of the purchasing
power of the farmer, the lLupairment of which had so mmch 6o do with
the depression in businses from which we are emerging. There has al-
ready been a considerable recovery, with mibstantial advances in moet
staple agricultural produttes, but prices are still somewhat out of gear
and there mist be further resdjustments mnd better facilities for dis
tridvution and marketing before the farwer's position can be fully re-
stored. The trouble 1:“. partly in the derangsment of markets and
dislocation of pﬂun. and recovery depends on many factors, of which
credit is only ons. At the same time, however, there is nsed for im-
proved credit facilities, and partioularly for a better organization of
credits that will make available the mecessary capital and credit for
the use of the agricultural ani livestock indugtries. I shauld say
that this conld best be mcqlim through the “tiﬂ of some

wmich measure as the Capper Bill (8. 4063), with its provisions for in-

Federal Reserve Bank of St. Louis
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.reased rediscount facilities at the Federal Reserve Banks and for the
organizations of rural credit corporations and rediscount corporations
on & business-like basis, coupled with provision for a further extension
of the life of the War Fimance Corporation for a limited period, say un-
til March 31, 1934, in order to take care of any emergency conditions
which may remain and also give opportunity for the establishment of the
new agencies on a prastical working basie. A msasure 5! this character
could be drafted without much difficulty along the limes of the Capper
Bill, and 1% would, I belisve, provide a practicable and comprehensive
plan of agricultural credits, embodying the best features of the Anderson-
Lenroot Bill and at the same time avoiding the objections that may proper-
1y be raised against ﬁt Bill in its present form.

The cbjectionmable features of the Andsrson-Lenroot Bill as 1%
now stands may be summariszed, I should say, Mrmnm In the
firet ﬂm. it wonld place the Goverament to & large extent in the com~
mercial banking business, for it contemplates what amounts to & system of
government banks, capitalised with public funds and mpervised by govern-
ment officials. As at pregent »"pnllod the Federal Land Banks are con-
ducting solely a farm mortgage business. To emable these land banks to
uniertake the businese of rediscounting agricultural paper for country
banke, loan companies, and credit associations, new officers and new per-
sonnel would have to be gupplied. Since the Qmmnm would contribute
the capital, it would also have to supply the management. This involves

sericus difficulties. Oovernment cperation of necessity means centrali-

sation and standardisation. It requires rigid mles snd policies, il1
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stapted to a country as large and as varied in its economic structure as
the United States. The Federal Land Banks now can operate upon uniform
rules, in so far as thelr pregent farm wortgage business is concerned,

for the farm mortgage business lends iteelf to standardisation. The
handling of current farm credits, however, requires promptmees, flexibi-
lity, and adaptation to local meeds, and these essentials Government bank-
ing could mot, in my opinion, mupply, -- certainly mot without grave ad-
ministrative difficulties.

The second cbjection is that the Bill would make heavy drafts
upon ths Treasury for the capital of the Fams Credits Departments, and
that would msan either mors Government borrowing or higher tazes on all
the pecple in order to supply the fumds. Either would be unfortunate, for
the Government's borrowings are already heavy encugh, ani existing taxes
are %o high for the good of agriculture, business and industry. The
Govermment's contribution, moreover, wonld be inmifficient to handle more
than & fraction of the agricultural rediscounts of the country, and the
Bill accordingly contemplates the sale of collateral trust bonds to secure
any necessary adiitional funds. These securities would be sntitled,
under the terms of the Bill, to full ewsmptions from all Federsl, State
and local m“..., and from this arises the third sericus objection to
the Bill. Tax exempt securities afford perhaps the most cutetanding
averme of escape from the income surtaxes imposed by Congress, and their
contimed issuance is prejudicing the revemues and at the same time hav-
ing & most unwholesome effect on the development of business and industry.

An ameniment to the Constitution of the United States restricting forther

Federal Reserve Bank of St. Louis L ! g
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ismes of tax-emupt securities is already pending in Congresgs, and I
ropeat here the hope expressed in my Anmisl Report that $his amendment
will have sarly coneideration and soon be mbmitted to the States for
their approval. Public opinion is oryetallising more and more agsingt
tex exemptions, which are defeating cur system of taxation and
threatening the public revemes, and 1t would come with particularly
bad grace, it seems to me, for the Federal Govermment to suthorize the
creation of a large volume of new tax-exempt securities at the very
time of proposing to the States a Constitutional amendment directed
againet mich ismes in the future.

| I may say in this connection that I have been following with
mich interest the reports of the hearings before your Comsittes, and
am impressed with the wide diversity of opinion among the witnesses

upon the Anderson-lLenrcot Bill in ite present form. The representatives

of the American NHational Live Stock Assoclation testifled that the
livestock industry did not want Government fands or tazx-exemption
privileges, and Qh;t the Bill would not meet the needs of the induetry.
The representative of a large mumber of the corporative marketing asso-
ciations in the United States, while recommending smactment of part of
the Bill, merely to provide a reserve agency in case of meed, stated
that the associations which he represented believed that their main

fimancial resource should and would be the Federal Hegsrve System. The

rqnmutm of the Farm Loan Board, while not opposing the Bill,
stated in effect that the Farm Loan Board was not equipped to adminis-

ter it, and suggested that it be transferred to the Federal Reserve

Federal Reserve Bank of St. Louis
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card. The representative of the Federal Reserve Bu.ri recommended that
it be placed under the Farm Loan Board. The representative of ome of the
national farm organizations asked that neither of these Boards have
charge of its administration, but that a new and independent board be
crsated for the purpose.

In view of this diversity of opinion, and of the substantial ob-

Jections to the Bill already polanted out, and I believe that the most
helpful course that can be pursued now is to adopt & wmbetitute meamre
along the lines of the Capper Bill, with the suggested extension of the
1ifa of the War Finance Corporation until March 31, 1924, This would

adapt our present banking system to the needs of agriculture, and include
the best features of the various plans, upon which there is virtual
agresmsnt. It would admit to discount at the Federal Reserve Banks ag-
ricultural peper with a maturity up to nine months, secured by commodi-
ties in process of crderly merketing or by livestock which is being
fattened for market. To this there can be no sabstantial objection.

It is safe, and the Q-uw before your Committee shows that it will
be hoipfcl. Nor is there any disagreement as to the wisdom of Federal
imporporation and mpervision of livestock and agricultural loan com-
panies, which is also a feature of the Anderson-Lenroot Bill. Represen-
tatives of the great cattle breeding industry have testified, moreover,
that sach & provision is essential to the proper condnct of thelr busi-
ness. These propossls smbodied in the Bill introduced by Senator Capper,
have met with gemeral mpport and are in wy opinion sound and construc-

tive, and I hope that this Bill, with such changes of detail as may seem
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necsssary, will commend itself to the favorable consideration of your
Commit tea.

I am convinced shat in the long run our present banking system,
modified and liberalised on these lines, will serve the meeds of agri-
cultars far better than any rival aysetem built upon CGovermment capital
and under Government control. A rural credite program like that, em~
bodied in substanse in the Cspper Bill, would draw capital and credit

from available sources for use where needed by the agricultural and
livestock indugtries, and would eccomplish this on a businese basls,

without depending on Government money or tax exemptions. At the sawe
time it would enlargs the facilities of the Federal Reserve System, to
provide further for agricultural discounts, and I hope so as to en-
courage larger membership among eligibls banks in the agricultural dis-
tricts, and would extend up to $25,000 the limit on loans by Federsl
Land Bazks. Altogether, it presents a couprehsnsive plan of permanent
relief on practical limss. To meet any emergency situation that way
resain and bridge the gap until the new facilities can be organised,

it is by far the best course, in wy Judguent, to make use of the War
Finance Corporation, which is a Stemporary organisation and will expire
with the emergency. This Corporation is already in existence, and it
has safficient funds at ite comsand, with & trained personnsl able to
maks those funds effective to the extent that they are needed. Its
cperations have been condncted, it is generally agreed, to the satle-
faction of the agricultural interests, and ite extension for a limited
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peried, caupled with the emactment of the Capper Bill, weuld give to
the farmer full assurance that credit will be available for his needs
on a sound basis during the perioed reguired for the practical working
out of the enlarged ﬁcilitiu _ot the Federal Reserve System and for
the organization of the more permanent credit agencles provided by the
Capper Bill.
Cordially yours,
(S8igned) A. W. Mellen

Secretary of the Treasmumy.

Hon. George P. Molean,

Chairman, Camnittes on Banking and Currency,
United States Senate,

Waghington, D, C.
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f‘ts %DEQ&\LFH"}RESERVE BANK

OF NEW YORK

o "“‘.(23
#ICE CORRESPONDENCE bare Jamuary 3, 1025, 1e2_
To_Governor Stromg FEDERAL RESERVE dSAul;ﬁCT:
OF NEW 1ORE )
. George L. Harrisen [ ]

‘V'L?/EFP
[

You have, of courss, seen Secretary Mellon®s leffer to the Chairman

of the Senate Committee on Banking and Currency concerning the proposed agricultural
eredit legislation. It opposes the so-called Anderson-Lenroot bill upon two

main grounds, first that it provides for a very substantial contribution by the
Treasury Department {amounting to $60,000,000, as compared with $12,000,000 proposed

in the original Anderson-Lenroot bill) and, second that it makes tax-exempt thoss

gecurities that will be issued by the Farm Credit Departments of the Federal

Land Banks, Each of those objections is, of course, valid, and it is probable
that they form the basis of the change in Mr. Mellon's opinion concerning this
bill. Ae you may remember, in & letter addressed to the Banking and Currency
Comnittee at the last session of Congress he favored the bill as it was originally
introduced.

He further opposes the Anderson-Lenroot bill on the ground that the
Farm Land banks are now organized solely to do a farm mortgage business and that
to undertake the additional:powers conferred by the Anderson-Lenroot bill would
necessitate new officers and new personnel. That, of course, is an objection
that was applicable to the bill as originally introduced and seems to me to be
an objection that is egually applicable to any other plan that provides for an
entirely new class of organization, such as the Capper bill does.

The interssting point of Mr. Mellon's letter, however, is that he
sugzests affirmatively that the Committes favofably consider Senator Capper's
bill, with such changes of detail as may be necessary. What are the main
provisions of that bill?

It provides for Federal incorporation of two chsses of corporations,
Digitized for FRASER
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FEDERAL RESERVE BANK
OF NEW YORK

~FICE CORRESPONDENCE Dare_J20UATy 3, 1928. 195

To Governor Strong

SUBJECT:

FrOM _ George L. Harrison ®2-

{1) Agricultural Credit Corporations and {2) Rediscount Corporations

Agricultural Credit Corporations

Agricultural Credit Corporations may be organized with a minimum capital
of $250,000 and may have branches anywhere within the same State as the parent
corporation, The powers granted the corporations are

1. To make advances upon, to diseount, rediscount, or purchase
notes, dfafts or bill of exchange which are issued or drawn for an agricultural
purpoge, or the proceeds of which have been used for such a purpose, which have
a maturity at the time of discount not exceeding 9 months and which are secured
at the time of discount by warehouse receipfs or other like documents conveying
or securing title to non-perishable and readily marketable agricultural products,
or by chattel mortgages or by other like instruments conferring a first and
paramount lien on livestock which is being fattened for marketing.

2. To accept any bill of exchange of the kind which it is authorized
above to discount.

3. To make advancés on, or discount, rediscount, or purchase and
sell notes secured by chattel mortgages conferring a first lien upon maturing and
breeding livestock provided that it has a maturity at the time of discount,
rediscount, redismeawss or purchase not exceeding three years.,

4. To buy stock in Rediscount Corporations not sxceeding 20% of
its own capital and surplus.

5. . To 'issue its own = @ollateral trust notes for periods not
exceeding three years and to pledge its bills, notes, drafté or other securitiss

a8 collateral therefor.
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FEDERAL RESERVE BANK
‘OF NEW YORK

.FICE CORRESPONDENCE Dare_Jenuary 3, 1923° 195
To_ Governor Strong _ o -
FRom___ . George L, Harrison = w3~

8. To sxercise certain other specified and incidental powers not neces-

sary to mention here.
Rediscount Corporations

These corporations may be organized with a minimum capital of $l,OOO,QOO
and shall have all the powers that are conferred upon Agricultural Credit Corporations,
except that instead of being authorized to make advances upon or to discount paper
of the kind which Agricultural Credit Corporations may discount they shall have
power to rediscount such pzper upon the indorsement of any Agricultural Credit
Corporation. In other words, as their name implies, Rediscount Corporations gave
no authority to make dirsect loans to Agricultural interests but may only rediscount
the paper held by Agricultural Credit Corporations or other Rediscount Corporations.
They do have, however, the same au£hority to issue collateral trust notes that . ' f
Agricultural Credit Corporations have.

Miscellansous Provisions of the Bill

The Comptroller of the Currency has general supervision over all of the ‘
operations of both classes of corporations provided for in the Act.

Nationzl Penks are authorized under the terms of Section 12 to invest
not more then 10% of their own capital stock in the stock of Agricultural Credit
Corporations or of Rediscount Corporations, provided the Comptroller'of the Cur-
rency approves,

Section 14 authorizes the Federal Reserve Banks to act as "Fiscal
Agents in the general performance of the bowers conferred by this Act" and are
expressly authorized to receive deposits both from Agricultural Credit Corporations

and Rediscount Corporations.
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FEDERAL RESERVE BANK
OF NEW YORK

~FICE CORRESPONDENCE DareJo0USTY 3, 1025, a0

To__Governor Strong

SuBJECT:

FrOM George L. Harrison - -4

. Amendments to the Federal Reserve Act.

Title II of theAct makes certain amendments to the FederalRgserve Act -

1. It specifically authorizes the Federal Reserve Banks to buy 6 months
acceptances when secursd by warshouse receipts covering readily‘marketable staples.
{The recent ruling of the Federal Reserve Board in substance accomplishss this same
purpose.)

s It adds a sub-ssction to Section 13 of the Reserve Act which

authorizes Federal Reserve Benks to rediscount agricultural paper with a maturity

up to 9 months, provided .
(a) it is secured by warehouse receipts covering readily mafketable
non-perishable agricultural products, or
{(b) it is secured by chattel mortgages upon livestock being -
fattened for market. {Such paper based upon & chattsl mortgsge on breeding herds.
is specifically made ineligible.) ‘

3. The paper of cooperative marketing associations is made eligible,
even though the monsey borrowed by such associations is used to lend to their
individual members. .

4., Section 14 of the Federal Reserve Act is amended s0 as to authorize
Federal Reserve Benks to purchase and sell acceptances of Agricultural Credit
Corporations of the kind .previously defined. 7( M?(

6. Section 9 of the Federal Heserve Act is amended so as to permit the
smaller ineligible State Banks to become members provided they enter suitable agree-

ments to increszse their stock within three years to the amounts required of nationszl

banks.
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FEDERAL RESERVE BANK
OF NEW YORK

~FICE CORRESPONDENCE DAve_ January 5, 1925 192
To_Governor Strong _ P _
FrRoM_______ George L. Harrison _5-

Comments

For the life of me I cannot see how this bill will accomplish any éreat
purpose other than in its amepdments to the Federal Reserve Act authorizing the
rediscount of 9 months paper in certain cases and in authorizing the admission of
the smallsr State banks into the Federal Reservé System. The so-qalled Agricultural
Credit Corporations are given no powers greater than those now possessed by membsr
banks, except that they may accept for 9 months, instead of 6 months, and except
that they may issue their own collatersl trust notes secursd by their assets. It
ig doubtful in my mind whether the power to issue these collateralrtrust notes will
in fact provide any great amount of additional credit for the agricultural sections.
Certainly all of the objectioﬁs that were raised against the saleabiiity of the
debenturss of Farm Land Banks even with their tax exempt feature are applicable to the
collateral trust notes of the Agricultural Credit Corporations. In fact, if there
is any substantial quéstion of the marketability of the former, there can be little
doubt that there will not be any great markét for the collateral trust notes of
individual Agricultural Credit Corporations of such small capital as $250,000. If
that is true, the bili will not provide any helpful amount of additional credit to
the agricultural sections. The so-called Rediscount Corporations will be mo:more
effective in this regard, unless, perchance, the required capital of $1,000,000
Qill meke their trust notes a little mors séleable than the notes of the sﬁaller
Agricultursl Credit Corporations.

You will also notice that while the Federal Reserve Banks are authorized
to rediscount agricultural paper with méturity up to 9 months, that suthority tightly
enough relates solely to their own member banks, and neither the Agricultural Credit

Corporations nor the Rediscount Corporations provided for in the Cspper bill can go
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To Governor Stron,o; Y SUBJECT:

FrRoM___  Gegorge L, Harrison —=B=

directly to the Federal Reserve Bank for assistance as was provided in a limited

way for the Farm Land Banks in the Anderson-Lenroot bill. The only exceptiﬁn to
this statement is that the Federal Reserve Banks are authorized by ®Hhe Capper bill
to purchase the acceptances of Agricultural Credit Corporations, and I presume that
that authority would permit of the purchase directly from the Credit Corporations
themselves.

The picture, fherefore, presents itself in this fashion: The Anderson-
Lenroot bill contemplates providing additional credit to the agricultural sections
in two ways, first by an appeal to the investment market through the debentures of
the Farm Credit Departments of the Federal Land Banks; (whether or not these deben-
tures are made tax-exempt, they would seem to have a much better chance of finding
a market than the collateral trust notes of either of the classes of corporations
provided for in the Capper bill) and, second by permission to rediscount directly
with Federal Reserve Banks paper that comes within the 9 months of maturity. These
two powers might well provide a reasonable amount of additional sagricultural credit
in a time of stress such as ﬁhap through which we went in 1920. But thers is
some question whether the powers granted by the Capper bill are sufficient to provide
that additional credit when it may be needed, first because there is some question
as to the marketability of the collateral trust notes, and second because there is
no authority, and there should be no authority,for these corporations to go directly
to the Federal Reserve Banks for rediscounts. I hesitate even to mention this
latter point for it would be most unfortunate if the Capper bill should extend to
Agricultural Credit Corporations, - individual private banks, - the rediscount
facilities which are now given only to member banks and which the Anderson-Lenroot

bill proposes to. extend only in a limited fsshion to the Federal Lend Benks, - twelve
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To_ Governor Strong SUBJECT:
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ingtitutiong of substantisl cepital operated under the supervisiocn of the ﬁederal
; | Farm Losn anfd. In other words, it would be much simpler properly to contral
the rediscount facilities granted to the Federal Farm Lend Banks than it would be
if those facilities were extended to eny number of smaller nonmember banks such s
5 those suthorized in the Capper bill,
Either the asgricultural interests need or do not need sdditional credit.,
If they do need more then can be given through an extension of the maturity of
agriculturel paper eligibje for rediscount by the‘Federal Reserve Banks, the Capper
bill does not seem to answer the purpose as well as the Anderson-Lenrcot bill., If
the& do nct need such additional credit, it may well be argued, as has been argued
before the Senate Banking and Currency Committee, that there is no need to provide
for any new class of corporations or even to extend the powers of the Federal Land
Banks, it being felt by some that aﬁ extension of the maturity of eligible agricul-

‘tural paper from 6 months to 9 months is enough.

e
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FEDERAL RESERVEBOARD ' =

WESERA RESERVE BANK

W April 2nd, TOIBL ;1 5.,

My e Fiiman
I have your letter of the 3lst ultimo from Hot

Springs, Va., and while I do not want ta bother you with
business, I do want to acknowledge this letter.

I think I realize your sympathy for the country
banker and I think I also understand and respect your general
views on this general clearance question, so I shall not go
into it. It is the feeling oI the Board, I believe, that
we had authorized the Governors to go ahead and work out a
scheme in their own way and that it was better that we shounld
not in.any way approve it. If it had come to approving the
scheme’;°the circulars, etc. in detail, it would have meant
the sam€ slow process of winnowing out each word and phrase
which makes many of our deliberations so long and tedious.

I want the plan you are working out to be a great success
and a tribute to the ability of your Committee. »

I Quite a number of country bankers have been here, coms
plaining about the loss of exchange and a number of them
have said that if the Reserve Banks would allow them inter-

OPIED FOR . ; g

o e, V1Y est on reserve deposits, that would go a long way towards

ussecT fes, Smoothing the rough places. I do not believe it woggd ever
do to pay interest on minimum legal reserves, but I do think

there is a good deal +to be said in favor of paying two per
cent %gt rest jon balances in excess of minimum reserves and
on specilal, Teserves. I prepared a brief on this subject
which has gone only to members of our Board, but which I do
not mind having you see. My own view about paying interest
onfdeposits of country banks is that it is & viecious thing and
ought to be broken up, and I think there is a better chance
of breaking it up if you allow reserve banks to meet the com-
petition than if you tie the reserve banks' hands. |

X I have been doing some work on a regulation for the
COPIEDFOR  purchase in the open market of domestic bills of exchange,
FILENo.'SS gccepted by a benker, manufacturer, or merchant in good stand-
suBiECT oepiping, and am trying to hedge the thing with every possible
safeguard, using forms whiech will be standardized by the
Federal Reserve Banks and with a list of the attached docu-

ments shown on the back of the bill - such a form, for ex-
ample, as I enclose herewith. Our friend, P. M. W., has a\
igitized for FRASER o *
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about a thousand reasons why it is a vieious practice rand /vl

I am sorry to say that I do not yet know enough about the
business to stand up against him. One thing in favor of it,
it seems to me, is that these bills would probably bring up
ags much as two per cent higher than foreign acceptances;

that they would help to popularize the new banking system,

to standardize our methods, ete.

In faet, I think the Governors can do a great desgl
by trying to standardize the forms of bills of exchange and
commercial paper of all kinds, that little by little, through
the examining forece, you could get town and country banks to
carry in their portfolios an inereasing proportion of paper
which is rediscountable. Mr. D. €. Wills, Federal Reserve
Agent of the Cleveland Benk, sent me an interesting letter
from a western Pennsylvania banker, who said he did not see
how the system would do him any good, that he never expected
to rediscount, that he carried, in addition to his cash re-
serve, quite & large investment in standard stocks, such as
Pennsylvania, Reading and other things which were readily
convertable into cash! There are hundreds of men of this
kind, who need a lot of education, and it is going to be a
glow process, but I am laying a great deal of stress on the
faet that the Federal Reserve Bank, ag the ecentral reserve
bank of ite distriet, furnishes the first effective bond of
interest whiech the National banks have ever had. The eity
banks have been able to get together in their clearing house
associations; and country and eity banks have had voluntary
associations in club meetings, ete., where banking politics
have played an important part; but never until now have the
city and country banks been united in a joint stoeck company
which ought, if properly managed, to prove an effective
bond of sympathy. %{

But excuse this long letter. I did not intend
to say so much, or to bother you to sueh an extent. If
you will stop over in Washington, I will give you a real
horseback ride.

Yours very truly,

Mr. Benj. Strong, Jr.,
C/o The Homestead,
Hot Springs, Va. '
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