January 11, 1924,

Dear Pierre:
To my nstonishment thie morning I learned that notification of the

approval of the Federal Reserve Board of increases of the sslaries of certain

of our officers and employees here snd in Buffalo, which was expressed in

lr. ¥ddy's letter of December 26, mever reached Mr. 3ziler amd the other
officers, and consequently they have all umderstocd that the salary recom-
mendetions are still under consideratiom by the Board in Washimgton. Tou
showed me the letter when it was received znd it wes - as I recell - referred
to at the directors' meeting following its receipt. How has the slip
ocourred, so that this has not gotten inte the routine in gome way and the
necessery advice has not been givem in our own office?

Yours sincerely,

Mr. Plerre Jeay,
Federzl FReserve Bank.

BS. MM
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The atteched letter from Professor Bullock explaine itself. Sometime
ago he was & little critical of the ststements in our monthly review of the early
part of last year, thinking that we had overemphasized the word of caution about
expansion. I disputed the point with him, and this letter is the result.
Possibly Dr. Burgess will like to go over the copies referred to and see whether

there is not ground for getting back at him.
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MISC. 4, 1-100M-9~23 FEDERAL RESERVE QANK (
OF NEW YORK i

OFFICE CORRESPONDENCE DaTe__June 26, 1924 192_

To Mr. Jay L1 SUBJECT:

FrOM_ Benj. Strong.

Thie arrived after the child was borne! But first it wandered
around trying to find me at 490 Park Avenue. I wonder if the folks at

the bank have forgotten where I live!

Aoy & gy o
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July 14, 1924

Dear Pierre:

One thing I overlooked before you left. You reported to me verbally
that you had taken up the matter of my changing some investments which would in-
volve the borrowing of some money, with our directors, and as I recall il was at
the meeting of either July 2 or Jume 25. WNo record wae ever made im the directors’
minutes, but I think it would be & good plan for my own protection and for my own
records and for y urs, if you would write me & letter advising just what was done
juet a8 I wrote you at the time when you were rearranging your insurance. 1
would like to have such a letter on file.

There is nothing new at the bank except cooler weather which ie & blessing
to all of ue and especially to the writer. Plesse give greetinge to my friende
in London and on the Continent when you see them.

I hope you have a fine trip and come home thoroughly rested and refreshed.
Don't fuse too much over buiuu matters while you are abroad.

With best regards to you and Mre. Jay, I am,

Yours sincerely,

¥r. Pierre Jay,

¢/o Messre. Morgan, Grenfell & Co.,
22 0l4d Bread 5t.,

London, England.

BE Wi
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July 51, 1924,

Dear Pierre:

I have just received yours of the 10th on returaing from a short
trip to Waskington. Your letter reads really as though you had absorbed
the good advice I gave you and are really takinmg a rest. That ie the
most important thing for you to de., I shall await your next letier with
word from Horman and Youmng, if you see them, with a good deal of interest.
Matters seem to be progreesing very slowing snd the coatinued dispuie over
the Dawes plan is reslly discoursging.

Ship HWorgan's leiter is enclosed with this, tegether with a copy
of a letter shich I am sending to Mr, Hauwtain., You will observe that ¥organ
wae very indefinite in his letter, snd I didn't want to send saything ia
the nature of an offer, because the fact is there is no proposal te us.

Rounde and I spent » couple of days im Washington, and very much
to our surprise found that Mr. James had been slready pondering our corres-
pondence on the subjeet of the work of his committee, and he accepted in tete -
in fact without change - the program whid Mr. Rounds and I bad laid out, the
drafts of which are enclosed herewi th. You will see that the matter is now
in pretty good shape. I think Rounds, im view of the comzittee's attitude,
should dc whatever he caen to promote the program.

I sas Harrisom last Sunday. He was looking splendidly and appeared
to be in fine spirits. The doctore will permit him to leave the hospital
in & few daye but they don't want him to return to the office uatil a mouth
after he is discharged from the hospital. The wound is all healed and
spparently there have beemn no after effects. '

The investment Mt ie now at $450 million, Money continues as
easy as ever. Other than this there is practically nc news from the bank.
Thinge are very guiet here, and we have been having some priétgy stiff hot
weather,

Won't you give my best regards to Norman and &BY other friends
of mine when you see them. Also to ¥re. Jey, and my V8EY best to you.

Yours sincerely,

¥Br, Pierre Jay,
¢/o Messrs. Morgen, Harjes & Co.,
Paris, France.

BS, M
ence.
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] Mr, Pierre Jay July 81, 1924,

P. 8¢ I learn most confidentially from Mr. Andersem of J, P. Morgan & Compsay,
that they were in fact negotiating for a Belgian loam, thai differences of
views developed, prineipally, I think, in regard to the form which the loan
should take, but fimally the matter haes been leid over pending some definite
developments in connection with the Dawes plan =nd the reparations subject
generally., I fully agree with what you wire in regarﬁ to the inadvisability

of attempting any large traneaction until that matter ie ocut of the way.

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




August 5, 1924,

Dear Pierre:

You may like to have some of the office newe, none of which, however,
is of particular importance just now.

Harrison is in New York to-day on his way through to Nenquit, where
he will epend a few weeks with the Glovers. I sew him ‘or & few mimutes and
found him looking fine, happy to be out of the hospital, and none the worse for
the trip up from Bsltimore. The doctor at first said it would be all right
for him to return tc the bank the first of Beptember, so hie leave was extended
until then, and the Federsl Reserve Board gave ite spproval; but I now have a
letter frocm one of the doctors saying that an additionsl two weeks would make
it safer; and while he ies keen to get back, I =m urging him not to do so until
September 15.

We have delayed a rate reduction as you probably realize because of
the fear that it might be misunderstood abroad at 2 time when spparantly our
money market rates here are of much significance in the adjustment of the
Dawes plun, Yesterday I cabled to both Young and Norman asking for anything
that they ecared to give us on thut subject, suggesting that we would probably
act on Thursday. Unfortunately, five of our directors are in Europe, two
more are absent on vacatiomns, leaving but two members of the board here to
function with me ae the third member of the executive commiitee to take this
action, Of course, as I am not a director it does give a rather thin basis
for official action by the bank, but we have four or five of the other directors
committed either at previous meetings or in writing to approve a change to 3
per cent,, and I feel that any possible lsgal defect im the formality of the
action will be . cured by the approval of the Federal Reserve Board; so we may
make the change this Thursday.

Our investment account is now at $465 million, bat we have stopped
buying for the moment as Kew York has been over-flooded with money. Commercial
paper ie selling from 3 1/4 to % 3/4 per cent; standard stock exchsnge loans
from 2 1/2 to 3 1/4 per ceat. up to six menthe; and good billse hawe been
sellinz at 2 per cent., =and in some inetances, I believe, at 1 7/8 per cent.
Qur loans to members are running around $30 million.

We have about 1,300 clerke mow in the mew building, snd by the end
of this week the scaffolding will be out of the first floor and it is really
beginning to look shipshape. Pimal decision as to further moving has not
been made, tut I doubt if any important moves are made before the end of thie
month.

Mr. Inouye is here and I am plamning to take him timgh the building
to-day. His program is changed on short motice and he must leave to-morrow
for the Pacific Coast and sail at once for home.

Enclosed is a copy of a letter which we are sending to the Bankovni
Digitized for FRABERG Ministerstva Fimanei. If thie reaches you before you go to Belgium and
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No. 2 August 5, 1924.

call st the National Bank of Brussels, I hope you will make imguiry ae to the
status of the gold, its condition, etc., and advise us by cable of just what
you learn.

Lubbock writes me that Norman has been so preocoupied by the conference
that he was unable to reply personally to the recent letter I sent him in
regard to the Houblen tenkerd. Norman will doubtlees show you the correspondence
if you have a vieit with him, and I just want to urge that he should write
Woodward some sort of a letter which will be the basle of carrying out the
program I suggeeted. The Clearing House, I em sare, would like to do it, but
all that they now bave, ae you realise, is & verbal suggestion from me.

The program for hamndling our protest work hss teem approved by the
Federal Reserve Board and willi showtly be put into effect. The presemnt plan
is to have Meesre. Hamilton, Beyer and Ray take over the work. The last named
being & resident of New Jersey would gualify as a New Jersey notary.

Hr. Case seems well. There seems to De mo bad news of any kind to
send you from home, ro don't have us on your mind,

¥ith best regarde to you and Mrs. Jay,

Yours sincerely,

¥r. Pierre day, :
¢/o Messre. Morgan, Harjes & Co.,
Paris, France.
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August 8, 1924.
Dear Mr. Jay:

There is not very much to sdd to my recent letter beyond acknowledging
your iwo leitiecre of the 16th of July, becasase everything of imporiance that hase
occurred here will be fully exploited in the foreign newspepers. Thank yeu for
writing me eo fully.

Yesterday we reduced our rate to 3 per cent, This action was delayed
a week or twe, ac possibly Young mey have explained to you, on accouant of our
desire not im any way to complicats matters abroad during the pendency of the
negotiations of the Dawes program. On the whole, I think the reaction to our

rate reduction has Leen entirgly satisfactery so far ae the nmﬁwmu go,

but we etill have te hear from the bankers.

Yesterday a very good report came out of the wheat crop ahothg poesibly
sevenly oadd million bushels in excees of last year's estimatee, the erop in ex-
celleat condition ae to guality, and everythinmg apparently combining thie year
to help out the wheatl grower.

There iz no marked change in our discounts or investment account.
Host of the Federal Reserve Board are away, and we are in about the same poeition
a8 to our directors, five of whom are abroad and two of the remainder are out of
the city right aleng.

Thank you for your letier cbout my loan. I will have 1t cleared up
before loag, but I did want a revord in my filee in cace 2ny guestion ever arose.
As you know, it is & necessary preparation for eventualities, aad I eould hardly
esgcape handling the matter the way thuat I heve.

We zre all well here and not very busy.

Bith best regards to }ou and to ¥re. Jay,

Yours sincerely,

Mr. Pierre Jay
¢/o Messrs, Morgan, Harjes & Co.
Paris, France.

BS.
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COPY OF OUTGOING CABLEGRAM

August 19, 1924

Cable received Trip Brussels not necessary
All well here Regards

Strong
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September 4, 1924.

Dear Pierre:

Yours of August 23 has just come and I have read it with a good dul of
interest. There ie nothing new in the Czecho-S8lovakia matter, and it mey be that *
they will never want the money, anyway. I am glad you bad an opportunity for a
visit with Logean. He is a most interesting fellow and I think has unusual skill
in handling & rather difficult job.

The situstion when your cable came about remaining over with Young wes
complicated by the fact that the Federal Reserve Board was badly scattersd and
Governor Criseinger did not want to exprese the views of the Besrd without comsul t—

ing some of the members. Miller and James are both West, Hamlin was at Mattapoisett,,

and & storm had torn down all the telephone wires so we oould not reach him by tele-
phone. Cumningham happened to be beyond reach, and the only members available were
the Governor and ¥r. Platt, both of shom were in our office on another mstter.

‘Young's wire to Mellon fized it 211 right and final word came from Governor Orissinger

while I wse off for the week-end, so Mr. Csee cabled you.

We have also cubled asking for an indication of the probablg date of your
return. I wss asked this and am unable to give sny indication, and thought it just
a8 well to see that our friends in Weshington were sdvised. Also a matter has
arisen which gives us a litile concern in connection with shich we might later on
went to have the benefit of your judgment, and although it seeme to have been
worked out so far as it is possible to just now, it may De that later it will be
of advantage if you can do some work on it.

Claibourne's National # State Bankers Protective Association, acting in
thie instance through the Pascagoula National Bank of Mississippi, has brought
a suit io equity in the Southern District of Georgia againet the Federal Reserve
Bank of Atlanta, McCord as Agent of the Federsl Reserve Board, and the Federal
Reserve Board itself, which contains a great variety of allegatione and prayers,
but the real purpose of it is (1) to enjoin the Federal Reserve Bank from collect-
ing checks on the Pascagoula National Bank without providing for the payment of
exchange; (2) to enjoin the Federal Reserve Bank of Atlante from collecting any
checks payable outside of the SBixth Federal Reserve Dietrict; and (3) to enjoin
the Federal Reserve Bank from deferring credit on all checkes deposited by the
Pascagoula Rational Bank which are payable within the Sixth Federal Reserve Distriect.

This suit for the first time strikes right at the heart of the Federal
Reserve par collection system. I am not so much afraid of the first two pointe
but the question of immediate credit on intra-district checks is one which may
give us some difficulty because as you know Willis had a theory that the Federal
Reserve Banks acting as clearing houses would be able to effect an immediate debit
and credit esystem on their own books of all checks deposited, and I have every
reason to suspect the language used in the Act wss all based upon that theory.
That is, the theory of depoeit and immediate debit or credit rather than the
theory of a presentation and collection.
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2 September 4, 1924.

Mr. Davis now being unavailable, we encountered some diffioculty in
selecting counsel. We had quite a number of meetings and after much uebate and
deliberation finally decided to retain Mr. Newton . Baker of Cleveland, and he
ie now in our office at work on the case. Unfortunately, the answer must be
filed on the 20th of September; the hearing on application for :an interlocutory
injunction ie to be held in Atlanta on October 2, and counsel must be prepared
at least by October 2 to make an enlightened argument before the United States
Judge adequate to convince him that any such interlocutory injunction would be a
calamity to the Syetem and to the country, and should not be granted until the
case is tried on its merits, especially as no harm would come to the plaintiffs
by the continuance of the present system nor money damage be sustained for which
the defendants are not amply responsible..

Mr. Harrison is much better and in fact expects to spend this afternoon
at the bank going over this matter with Mr. Baker. The latter then goes to
Washington to see about the preparation of the papere and the hendling of the case.

There is not much news at the bank, and on the whole we have had a
rether dul! snd uneventful summer, I eam hoping to get away about the 18th of
September and epend a month in Golorade Springs. I have been all right and there
is no particular reason feor my going, except that the summer has been rather hot
and tiring and I thought it would be & reasonable precaution to take at least a
month's rest. All the other officers will be at the bank.

McGarrah and I had a long telk about his new job and I have urged him
for the present not to resign from our board and have pointed out to Mr. Mellon
that it might be highly advantageous to us - at least for a time - to have Nr.
McGarrah maintain hie connection with the bank. We never can tell when we msy in
Bome way become & party to thie reconstruction program and would be glad to have
one of our own people in such position to give us reliable information and advice.

I am sure you will have an interesting time with Mr. Young, and I am
glad it was possible to arrange for you to make the trip with him.

All join in sending best regards.

Yours sincerely,

Mr. Pierre Jay,
¢/o Messrs. Morgan, Harjes & Co.,
Parie, Prance.

BS. MM
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MISC. 4. 1-100M=9-23 FEDERAL RESERVE BANK ' -
OF NEW YORK
. OFFICE CORRESPONDENCE DaTte  November 29, 1924 192
To. Mr. Jay - SuBJECT: LE il

Benj. Strong

FrRomM___

Will you look over the attached papers just received from Mr.
Snyder and give me your impressions. It might be a good plan to try and
get a reaction from Dr. Stewart and see whether he is still as skeptical as

ever about Snyder's volume of trade index.

BS.MSB
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OF NEW YORK
OFFICE CORRESPONDENCE DaTe December 27, 1984 192
To  Mr. Jay e SUBJECT: TN ST
FrRoM___ ﬂ'im?ﬂ’_ e i = 5 5

Attached is Cosst Guard Cutter Permit #1621 for your use. ¥r. Strong
has a separste paes. I have ngreed to return shichever is not used.

The cutter lesves the Barge Office, opposite South Ferry Station and
"L at 7:30 e. m, to meet stesmers arriving up to aporoximately 10:00 2. m.
Special irips are made to meet vessels arriving later in the dey. The Boarding
Officer, Brozd 1642 will furnish definite advice. :

The Gunard Line {Piers 53-54-56 North River) advisee defiaitely that
the Jaronia will dock in Boston on Eonday morning, and will mot reach New York
until Tuesday, poseibly even as late 28 Wednesday. It is too early to get
New York arrival time. Cunard Line is Gre

#r. Strong has seat a message to the party to ascertain whether they
plan to disembark in Boston or Hew York. What reply is received, and wshat
arrangetrentis ere made I #ill let you kaow later.
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—————

270 Park Avenue,
Jaousry 11, 1925,

Hy dear Pierre:

& It seems shocking not to have writtem you long
é before this tc thenk you for Roosevelt's ietters to Bre. Cowlees,
i The fact is I have just been swamped since Chrietmas, as you
know, with sc many thinge to do, and with visitore here, that
I have let my personal corresyonﬁence get a bit out of hend.

I am delighted to have the book, and hope to read
it at Palm Beach and enjoy it very much. 4nd I thank vou
mogt warmly for this Christmas remembrance,

Moet sincerely yours,

Mr. Pierre Jay,
49 East 64th Street,
New York City.
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Y SIENEX e Palm Beach, Fla.,
OFFICE\|S SPRWDENCE Date FelREB‘% 1925102
.
T ol Ire Jay SUBJECT : FFR Eli;;EE)
’ J
From______ Benj. Strong : ot . : ~ =

I want to explain why I telegraphed Harrison
after getting your letter, suggesting that I thought it
unwise to make the trip to Atlanta.

They have had tremendous rains throughout
Georgia and the trains are running into Palm Beach from
thirty-six to forty-eight hours late. With the train

service as it is, and considering that Atlanta is very

much out of the way for hig return trip, I thought it

was a great mistake for him to attempt it with all the
discomforts of travel over the southern routes. Besides
that, Wellborn was down here and not at Atlanta himself
just at the time that Harrison was returning.

You can see by the enclosed map what a round

about trip it would have been.

Enc.
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4 S : FEDERAL RESERVE BANK )
OF NEW YORK
OQFFICE CORRESPONPENCE Date_ June 18, 1925. 192
To.  Mr. Jay =1 SUBJECT:_ . , : o
FRoM___ . Governor Strong . e e ARl e el ALY

At the meeting of the Legislative Committee in Weshington last week
the following resolution was adopteds:

"The amendment to Section 24 of the Federal Reserve
Act to authorize any National banking association to engage
in the business of purchasing and selling investment securities.

'After discussion, Mr. Talley moved
that Governor Strong and Mr. Wills be appointed
a subcommittee to make an investigation of this*
matter, embracing comparisons of the provisions
of the amendment with good state bank laws on
the subject, the subcommittee to collaborate
with Professor Sprague in the study.'

Mr. Telley's motion, duly seconded, wes unsnimously
carried."

Obviously, it would be impossible for me to do more than to have one
discussion of this matter with Professor Sprague next Mondey when he is in the

benk. I am accordingly writing Mr. Wills, as per attached copy of my letter,

which will be mailed if you spprove it.

While Mr. Harrison will do some work on this matter, I fear that he
is not very well just now and tﬁat he will need to be away for ten days. Your
own experience in this matter will, I believe, enable you to meke & betﬁer study ‘
of it with Mr. Wills than Mr. Harrison could do. Would you feel willing to under-
take it and to lay out some sort of program with Professor Sprague on Monday?

My thought is that we should get the best posted men in such organizé—
tions as the First National Bank, the National City Bank, the Guaranty Trust Company, |
the Bankers Trust Company, and possibly other state and national banks which operate
securities departments, and have a very full discussion with them of all the variocus

provisions of the national and state b;nking laws, and develop some definite theory
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4 AT S FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE Date Jupe 18, 1925. = 192
To. Mr. Jay SUBJECT:

From______ Governor Strong 5 il e PRI,
-2~

upon which the subject of further legislation should be approached. Professor
Sprague's ideas have not been elaborated to such an extent that I feel competent
to discuss them as yét. Of course, it is important to take account of the ex-
istence of the varicus security orgenizations of the First, City and Chase.
In those banks a different problem is presented than appears in the case of
national banks which are doing security business but which have no collateral
crganizations.

I am sorry to be obliged to dump this on to your lap.

For your geneyal informaticn, I am attaching the minutes of the Washington
meeting and will ask you to pass it on to Mr. Harrison after reading it, together

with this correspondence.

BS.LS
Att.
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RADIOGRAM

WORLD WIDE WIRELESS

CONTlNENT
CONTINENT

FORM No 112

RECEIVED AT 64 BROAD STREET, NEW YORK, AT M, DATE 192__.

CW140 PZ RDO o T
SS HOMERIC GDLJ RCNEWYORK 13

JAY FEDRESERVE
NEWYORK.

THANKS TO YOU AND GANG ALL WELL PAX VOBISCUM
STRONG
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INCOMING CABLEGRAM

London, Fngland
July 8, 1926

Federal Reserve Bank,
Bew York, H. Y.

#79 STRICTLY CONFIDENTIAL FOR JAY,.
Your letter of Jume 29th and cable #20.
Stewart and I convinced that

ONE Separation of recharter snd smendmente excellent from
systems standpoint but

™o Political eritics will attempt to condition recharter upon
adoption of pet emendments any way and

THREE the plan sssumes thet recharter sction is now inevitaeble of
which we are far from convinced |

FOUETH Therefore feel that the report at September meeting should
(A) avoid pressing the recharter issue
(B) recommend that no amendment(s) be attempted at present
and
(C) thet recharter be considered at the proper time as a
separate act from any other changes in the lsw(s) snd
(D) by that course business uncertainty would be avoided

FIVE If we must sssume that recharter question has become uneseap-

able then our position should be fully discussed with
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London,
July 7, 1925.

“Pear Plerre:

While we have had only one day at the Bank, I gather
from Dr. Stewart that he is being stuffed so full of information
that he will soon have an attack of finaneial indigestion. A%
any rate I see his notes piling up pretty fast, and various of
the staff of the Bank having long sessions with him; and I can
already see the advantage to him, and indirectly %o us, in his
having made the trip with me.

I hate to burden you fellows with any more work om

" bop of the immense t in preparation for a possible inguiry,
but there is one little bit of work that I am very anxious to
have done and ready for me on my return. But if the figures can
be prepared before my return, in time for me to see them in
London, it will be helpful.

Briefly it is this:

(1) A reasonably aceurate figure of the payments
which have been made to our Government by foreign Governments on
account of war debts, - payments for war materials sold, relief
loans, and various adjustments growing out of the war.

The Treasury statement shows a figure which I
believe will enable this information to be gathered very easily.

{(2) The amount of payments now under contract or
in pending, which would include, of course, the payments by the
British and other nations which have funded, and, in gemeral, all
of those paymenis enumerated above, plus payments arising out of
the Paris adjustment of distribution under the Dawes Plan.

(3) The amount of interest and principal to be paid
to us on foreign loans which we have made over the past two years
or thereabouts, all of which we already have on orecord at the

accura.tely. nor do we need to make any canvass of loans beyond
the record which we already have. The payments, of eourse, wonld
include interest and amortization of prineipal.

If possible, I would like %o have this divided
up between loans to foreign Goveranments, and loans to commercial,
industrial and other private establishments.

In order to explain the figures I am asking for, I

want to get at, as nearly as possible, a statement of the amount
igitized for FRASER
tp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis
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2 ir. Jay London 7.7.25

4

of payments to be made to the nnitca States by the rest of the
world in the serviee of all loans, Government and private, which
can be considered unproductive; thnt is %o say, payments made on
the war loans and payments made on loans to Government which
primarily were for the objeet of balancing budgets rather than for
the creation of industrial establishments or the conduct of trade,
<i¥p§ovamant of transportation or the improvement of the facilities
Q rade.

(4) A record of import movements and export move-
menta of gold prior o the war.

I think it will be found that there were three
major gold movements: one was our great export movement in the
90s, which resulited in the purchase of gold under the Cleveland
Administration; +the second was the big import movement during the
panic of 1907; and the third the big export movement immediately
before the outbreak of the war.

The object of these figures is to indicate
what the burden of payments of the world to the United States
amounts to, of an unproductive character, which places a load
upon ithe exchanges in excess of the normal debits, which are
ordinarily settled by normal gold movements; and then to show
what normal gold movements have been prior to the war.

(5) Then I would like to have the total of British
imports, and the total of British exports for the past three
gaars. get up in a table Jjust asz now reported at the present price

evels And those same figures converted to the pre-war basis,
by dividing them by the present price index number.

0f course I realize that this is very rough
indeed and will produce a result which is somewhat mis
But it will give some indication of fhe position of British trade
ag contrasted with pre-war conditions.

I would mlso like to see the same thing done
with our own figures for imports and exports over the same three
years.

The object of this is %o get a contrast of
British visible trade figures with the rest of the world, against
our visible trade figures with the rest of the world, reduced very
roughly to a pre-war basis.

(6) And then I would like to see a chart of the
principal exchange rates, prepared in contrast with the dollar,
over the period when Germany first made reparation payments on
a dollar basis.

You will recall that the first scheme was for
Germany to pay reparations enbtirely in dollars, and that I made a
atrong protest against the plan because of its likely effect wupon
dollar exchangee.

Digitael IOpRRASER This chart should cover a period of at least six
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3 . 3 ir. Jay London 1.7¢2§

monbhs prior %o the first payments being made. I surmise that it
will show a sharp advance in dollars and a depreciation of other
exchanges due to the German accumulation of dollars when they cone-
verted other eurrencies throughout the world so as to make the first
paymentise

(7) Finally, I would like %o have any suggestions which
oceur o you, or Burgess, or Snyder, in regard, generally, to the
capacity of the world to make payments to us on old debts without
breaking down gold payment.

As 1 wrote you yesterday, we are leaving tomorrow night
for Berlin. I have had a long talk this morning with Nr. Houghton -
and some of the Imbassy staff about affairs here in England, and
found that pretiy nearly a whole morning was not sufficient. 5o
Mr., Houghton wants me to go to his house this afternoon for tea and

"finish it up. He is proposing to tell me what he can about affairs
in Cermany. And I will write you something of it all later.

Wy best regards to all at the offlce.

Sincerely,

¥r, Pierre Jay,
Chairman, Federal Reserve Bank of New York,
33 Liberty Street, New Yorke.

BS..HEB

o
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FEDERAL RESERVE BANK

oF NEw YORK

Berlin, Germany,
July 16, 1925,

Dear Mr, Jays

This is to acknowledge the receipt of the cable, signed jointly
by you and Mr, Sailer, unnumbered, but bearing the test word "bacaz", which
I received yesterday via London:

"ONE At Executive Committee meeting yesterday Owen
D, Young raised question whether the high volume
of street loans, now about 150,000,000 above
total at (time of ?) February rate action, and
50,000,000 higher than June 26th, should not
lead us now to raise our rate, or sell more
securities, cr both; and suggested we prepare
studies of situation for further discussion on
Thursday., This we are doing.

TWO Facts are that call money has continued firm
at 4 - 5, commercial rates slightly firmer with
better demand and with many sales at 4, signs
of slightly better immediate business activity,
and some optimism for the autumn owing to ex-
cellent crop prospects., Also country is with-
drawing deposits moderately.

THREE Owen D. Young's thought was that if higher money
in autumn, due to various causes, precipitates
substantial declines in security prices, the
results might be more discouraging to business
progress than if security price reactions came
now, before autumn activity gets under way.

FOUR Would appreciate your views for presentation
Thursday, although presume that in any event
no action would be taken for enother week at least,™

and to confirm the reply which I dispatched last night, as follows:
"2 Saaxo Your bacaz
ONE Information is not complete without knowing recent
changes New York discounts especially and earning

assets, Believe

TWO Increase to four almost certain to cause increase
by other Federal Reserve Banks

THREE Making later reduction difficult even if then neces-
sary and
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RAL RESERVE BANK OF NEW YORK... 2. . . ... Mr, Jay Berlin, 7,.16.25.

FOUR Even our increase alone likely to be be
misunderstood as aimed at business ex-
pansion

FIVE Feel that stock exchange loan account is
factor in our affairs but not our immediate
responsibility and if we maintain our present
rate no high rate will develop in fall, but

SIX See no objection moderate sales from portfolio
as discussed with Open Market Investment Com=-
mittee

SEVEN General increases at home certain to have
unfavorable reaction on sterling and mark ex-
change just before season when strain occurs

EIGHT From this distance question occurs whether we
might not risk too much both at home and
abroad in order to admonish only the stock
speculator

0} . NINE Stewart has read and is in general agreement,"
[/
Except for cables which pass through the Bank of England, and
which would bear the regular numbering, I think it would be well if all
/| cables were numbered with the 1, 2, 3, series, as well as tested, since
\ﬁ this makes reference somewhat easier. I shall arrange to do so: and
\?\ hope cables from the bank will be similarly numbered,
1 24
« As I wrote Mr, Case yeeterday, we leave on Friday night for
Spa, where I hope to be able to continue the work on my notes.

Please give my best to all ai the bank,

Sincerely,

Pierre Jay, Esq.,
Chairman, Federal Reserve Bank of New York,
33 Liberty Street, New York,

igitized for FRASER
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e&tx\\ FEDERAL RESERVE BANK

oF NEw YORK

Spa, Belgium,
July 21, 1925,

Dear Mr, Jay:

Yours of July 10 reached me last night, As I have been
obliged to let mail accumulate, you will get this with sundry other letters
and wonder whether I have not gone into a frenzy of dictation, But it rep-
resents quite a few days' work,

Yourletter throws much light on the recharter question, I can
well understand Mr. Young's views.

The doubts in my mind pessibly are not justified, and yet I cannot
help feeling that we may be overestimating the compléxion and attitude of
the next Congress, especially the Senate, and possibly the President's in=-
fluence with it, Also that what may appear to be a more favorable trend of
public opinion is the natural reaction we get from the successful results of
some of our own efforts, as well as the fortuitous occurrence asto McFadden,
which may have cut his comb a bit,

What I mean is that the discussions with Traylor, the A, B. A,
and others, have indicated a satisfactory attitude in these special quarters,
but do not necessarily exhibit any general state of public feeling, such as
that which Gregory has attempted to describe, and which may, or may not, have
substantial foundation,

You and I have often felt that there were some Federal Reserve
Districts where either circumstances, such as bad crop and credit conditions,
or where maladroit management, have resulted in a distinctly hostile attitude
by the public generally.

We must, of course, be very careful not to get into the position
where charges can be made that we are organizing a propagenda, If we avoid
that, then when the matter does come up in Congress, I would favor going
direct to the Committees of the House and Senate, and urging the program of
recharter without amendments, and consenting, if not welcoming, proposals
for a study of the Act for the purpose of improving and perfecting it,

The way the crop situation has developed is of the greatest pos-

sible aid, and is the one thing which will help us more than any other if the
recharter issue comes up,

Sincerely yours,
Pierre Jay, Esq., s
Chairman, Federal Reserve Bank, K
33 Liberty Street, New York, "
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GONFIDENTIAL-\J Brussels, Belgium

G«fr‘f\é July 29, 19%
E ar Mr. Jay: ‘St&
&‘\:‘; /

This will serve to acknowledge the receipt of your cable, received yesterday morning,
-~ ‘reading as follows:

"Private and Confidential. No. 4 (test) Your cable No. 3 v

ONE Officers see no immediate likelihood of serious disturbsnce through stock
excheange account. Speculation is widely diffused, margins large, many
large operators out of market, and most houses conservative. Volume of
loans decreased slightly in last week. You have now probably received
memorandum presented to Board of Directors July 16th.

TWO Agricultural prospects excellent and genersl expectation throughout the
entire country of substantially better business volume but no boom.

THREE Offerings of commercisal paper light but practically none being purchased
under 4. Three months time money 4 1¥4. Yield on Governments working
slightly higher. Borrowings here and in system practically unchanged.

FOUR Generel snticipation of somewhat higher rate in early autumn. Some think
commercisl paper may reach 41%.

FIVE Officere think money conditions not ripe for rate increase st present and
are sgatisfied that it would not be understood.

SIX Therefore we recommend no action at present nor until it is clearly indica-
ted by situation, but cannot now predict whether or when that time will arrive.

SEVEN Have discussed business end speculative situation fully with Alexander and

> foregoing includes his views which coincide with ours elthough anything he said
regarding rstes was volunteered by him.

EIGHT Alexander says present differential between London and New York private rate
is not now sufficient to induce bankers here to retain money in London in view
of prospect for firmer money here this autumn. He is withdrawing his funds
as they mature snd today declined London bid for three to six months deposit
at 4 5/8% yielding 43%.

NINE If we take no action in the near future and London should now reduce, and if

' we should then later incresse would it not seem appropriate for London if it
so desired to increase again on the strength of our action at that time. This
seems to us more logicsal and less disturbing here than for ue to increase now

TEN Case returns August 3. Saunders and Runkle only directors available till
about the middle of August.

ELEVEN Refarringggo your paregreph 7 should sppreciate your cemmunicating with McGarrsh

and cabli his views."
and to confirm the repPly which I gispatched last evening, as follows.
"No. 4 (test) Your telegreM to me No. 4 Strictly confidential for Jay
ONE My telegream to you No. ¥ reflected belief that {a) you feared danger in stock
exchange loan account as suggested your telegrsm to me 'bacag' snd (b) London
would reduce if we did not advence, whereas
TWO Your telegram to me No. 4 indicates (&) is unfounded and coal strike for present
defers (b)

THREE Suggest that you keep me sdvised by cable, always giving position earning assets.

FOUR Leave for Paris tomorrow Hotel Majestic. Shall see McGarrsh and csble results.

FIVE Sending important letter to Case reporting result our talks here, copy for Winston

SIX All well. Regards."

It was only after my ceble had gone forward that I received, via London, the batch of
mail which contained the memorandum submitted to the Directors on July 16. Concerning all
of this I will write further just as soon as possible. We are leaving for Paris today and
it is not possible to do go before then. '

For your information I am encloeing a copy of the messsge I received yesterday from
Dr. Stewart in London, who has been kept in close touch with all of this 1nformatio .

Sincerely yours,

: . J’ 1Y

- gl ey, Esq., (Signed) gs é |

)tlg:t;/zf?;sgs ?ggﬂsla.,g/ Federszl Reserve Bank of New York. o Loih Vil B
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ﬂii.‘ Biarritz, France
?" ‘SEDERAL RESERVE BANK OF NEW YORK..&.tl.-.ail ......
ol

CONFIRMATION OF CABLEGRAM

Paris, July 30, 1925,

Federal Reserve Bank,

New York.
No, 5 (test) STRICTLY CONFIDENTIAL FOR JAY

McGarrah believes that he should retire, By elimination
arrives at Frew as we did, Suggests selections from Stephen Baker,

Potter and Reynolds for committee, Considers Young essential for

In general fully agrees with our views.

STRONG.




Biarritz, France,
Avgust 1, 1925,

Dear ¥Mr, Jay:
This is my first opportunity to aneswer yours of July 17,

I am sorry about the publieity. Tt could not be aveided in
Berlin, I am writing Dr, Burgess about it and he mey be abls te socthe the
rufiled feelings of {the press.

T am still unconvinced that the subjeet of re-charter iez imminent,
but that we will not know until Congress meets, and, of course, we must be
prepared to deal with the situation, The only way in which we can deal with
it without appearing to be responsible for amy propsgande is to go before the
Commitices of Congress in the Fall, tell them our story, and leave the matter
with Congress. The sgitation just mow, of course, increases the likelihood
of the re-charter question being taken up in Congress, The resolution which
you enclose is admirable, but, of course, ie calculated to keep the subjeet
alive and increases the likelihood of Cengressional aciion,

If we have %0 act on this subject, lets do it thoroughly and
eseape, ii we can, the disadvantege of being involved in eny propeganda what-
ever.

Pleage give my beat to ell at home,

8incerely yours,

Pierre Jay, Taq., .
Chairman, Federal Reserve Bank,
33 Liberty Street, New York,

Digitized for FRASER
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FEDERAL RESERVE BANK
oF NEw YoRrk
Biarritz, France,

CONFIDENTIAL: August 3, 1925,
Dear Mr, Jay:

As T cabled you on July 30, from Paris (ccnf;rmation of which has
already gone for gard), I was able to see Mr. McGarrah and discussed with him
the matter of the directorship,

It seems that he had been somewhat uncertain about continuing upon
the Board of the Reichsbank, but Gilbert and some of the others urged him se
very strongly to continue that he has degided to do so, And this means
frequent absences, which would interfere with his service on our Board, He

| feels that he might be eriticized if he continued a director and was absent
so frequently, and if his continuance is a direct violation of the general
understanding about rotation.

T thir” that he would have liked to remain a member of our Board
if it were not that these matters make it unwise for him to de so, And T
simply SCCepued b}e situation as he explained it,

I then discussed a possible cendidate, Of course you will understand

that the following is very confidential, Teking up the names in order:
tephen Bakers: Not especially well qualified, and liable to

o]
P
@
0
@
o
prs
n
o
=1

ne danger to the bank on acccunt of the freedom with which he talks,

George F, Baker, Jr; Would be unable to give the necessary time,

George Davisgon: Not a member of the Clearing House; very intimately
agsociated with Wiggin; probably not acceptable to the other bankers

Mitchell: Too much a critic of the System, McGarrah knew that
he was antagonistic in the extreme, and that he would simply endeavor to effect
changes in policy and management which would casuse trouble,

Potters Not desirable on account of the recent l‘ecord.(ﬁ.ﬂ,(o,}

Prosser: Not as strong a man intellectually as the others; very
bad about keeping engagements for meetings (coming late and leaving early) and
not able to contribute very much,

Reynolds: Probably one of the best men, but not technlcaTIy well
informed on account of lack of experience, and llable to create the impression
that we were paying an obligation on acccunt of war finance, and that the bank
might be used.

Digitized for FRASER
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’ Biarritz, France
. FEDERAL RESERVE BANK OF NEW YORK... 843425 .. Mr. Jay (2)

Wiggin: Very busy, 1In ability probably the best of any suggested,
& but the recent experience and the unpopularity of the whole organization would
make it less desirable at the present time, He recognized the criticism end
thought it would be impossible.

Frew: None of the various objections to any of the others applied
with any force to Frew; he is independent; free of associations which would
be embarrassing; would meet the demand or the feeling in some quarters that it
is time a state bank was represented, The objection was & tendency to speak
first and think afterwards; and possibly to talk too freely outside. On. the
whole, we both agreed that this was the best choice, 1In fact, objections tc the
| others were so considerable that he felt thal 'an order of choice €ould hardly be
' arranged; that Frew was the only one; and if there were any choice it would be
possibly Wiggin, Seond

As to the committee:  Inasmuch as there were three in 1922, he
thought three might be considered this year. And we agreed to suggest Reynolds,
Potter and Stephen Baker, This would be a national bank man, a state bank man,
and a trust company man, Reynolds is not sympathetic with Wiggin, but he is
with the Reserve Bank; and so igPotter. By putting Stephen Baker on the com-
mittee, it might deal with a little propaganda, of which we have heard, to have
him elected a director,

‘ I think this covers the whole story, and I hope that my cable was
L ) sufficient to enable you to go ahead, I could not cable you at much greater
= length, as we were in a great hurry, and I did not have time to have the
message fully coded, e

Sincerely yours,

Pierre Jay, Esq.,
Chairman, Federal Reserve Bank of New York,
33 Liberty Street, New York City.

!
|
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Hotel du Palais,
Biarritz, France,
GONFIDTHTTAL: Mugust 11, 1925,

Dear Mr. Jay:

Dr. Stewart will probably start back home on the 25th, and
will see you before I have an opportunity to talk with you about the
reporting service,

This letter is rather confidential, but, of course, you may
digcuss it fully with him,

He has decided to abandon the use of the present egencies,
and the Depertment of State, for assembing the data which now goea
directly to Peshington, and to turn it all over to the Bank of England,
They have agreed to obtain the information and make the necessary re-
ports regulerly by eable and mail,

The question at once arises as tc whether the circumstances

of the Federal Reserve Board, impression is that if we raised any
objection to it, the Bank would decline, end insist upon sending the in-
formation direetly %o us. I have not wanted to take that position,
although there is some ground for deing so.

The establishment of these contacis might, in course of
time, result in an intrusion by the Board into operating matters hawving
to do with the system®s relations with foreign banks of issue in a way
which might prove dangerous, Technically the Bank ¢f England only knows
the Federal Reserve Bank of New York. ‘

I have told Dr. Stewart that it seemed to me the best plan
was to try it oul; and we distinctly understoed in London that no mat-
ters relating to operation or poliecy, ete., come within the scope of the cor-
respendence, This I shall alse explain io Governor Norman, and I think Dr,
Stewart has done so elready.

The arrangement is that copies of everything going to Washington
will be sent to us, as well as of everything semt out by Washington.

I am writing you at once after discussing the matier with Dr,
Stewart, and you will doubtleses want to have a talk with him immediately
upon his return

Sincerely yours,

Pierre Jay, Bsa.,
Chairman, Federal Reserve Bank of New York,

33 Liberty Street, New York.
Digitized for FRASER
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%ﬂ Majestic,
Dear Nr, Jay: lngn:{ 24, 1925,

thvmﬁ&yﬂm&tﬁ.’aﬂmm,'méf
which, however, have not reached me, ’

I do mot believe I can make any suggestions as to the first
paragraph of your letter. HMost of the folks whom I meet over here are
not of the character to make such statements, except those who are so
intimately associated with us that they could not do it.

Are you quite satisfied that the activity we are displaying in
discussions about recharter is wise? From your letter, and Burgess's reports,
if I were a detached observer I would rather conclude that the whole matter is
being run from our office.

_ Now the question is whether the Federal Reserve System, as a
system, has come to any decision, or adopted any policy in this matter. I
believe we should be very careful sot to assume responsibility in the absence
of eny such decision, The first thing to consider is whether the present
administration is willing to commit itself to an attempt to secure a renewal
of the charter, andl don't see how we can afford to go shead taking part in
the preparation of resclutions and discussions by various organizations, es=
pecially before President Coolidge and Secretary Wellon have had a chance to
pass on the question, and to definitely decide whether they want to have the
idea advanced or would like to have it discouraged, The last word when I
left New York was thet there would be some consultation in Waghington., Then
I had your cable, to which I replied that neither Stewart nor I were satis-
fidmm:;ammuuﬂiybmfmu; In one of your letters or
cables I gathered that Governor Crissinger and some members of the Board are
opposed to agitating the question, but that Professor Sprague and Owen Young
favored it an%ﬂmotara!ﬂemmm"dn.

Unless that matter is really brought up and discussed and
formally decided, I think we cammot be too careful in taking all the
responsibility on our shoulders of conducting a nation-wide discussion which
centers about recharter. .

Somewhere in New York there is a very elaborate collection
of the substitute money used in 1907, I cannot for the life of me recall
where it is. - It may be the Clearing House, I think if you inguire of some
of the older officers of the Clearing House, who were active in 1907, you can
get a trace of it. It may have been Cannon of the Fourth Natiomal Bank who
made one.  Also I suggest making inquiry of Piatt Andrew., I am sorry that
my memory is so indefinite,

Don't think thatl am throwing cold water on enthusiasm

Federal Reserve Bank of St. Louis ~
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MBS, L. 1-200M-1-24 FEDERAL RESERVE BANK

OF NEW YORK
~ FICE CORRESPONDENCE Dare_October 15, 19256 192
ro_Mr, Jay T Y S SuBJECT: -
TROM,: ___F _BenJ,_St.rong T S , S -

Unfortunately I am obliged to go to Washington on = morning
train on Friday, October 23, the day of Mr. Warburg's luncheon to Dr,
Schacht. This means that I shall not be able to accept Mr. Warburg's

invitation. I understand you will.

May I ask you to arrange to escort Dr. Schacht to the luncheon?
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MISC. 3. 1-75M-9-23
FEDERAL RESERVE BANK

OF NEW YORK
OFFICE CORRESPONDENCE DaTe March 29, 1926 192

M .
To Mr. Jay SUBJECT:

FROM Benj. Strong

Replying to your memorandum of March 25, attached, I shall be unable to
give any further attention to the questions raised by our talks with Mr. Alexander
on account of lack of time; but I submit the following suggestions for discussion
with him:

1. As to the year-end management of the money market in New York,
I agree with Mr. Alexander that the method of "direct action" then employed

did not work out well. It would have worked out better had we been able to buy

more securities and leave much less to the discretion of the member banks. What
some of the New York City banks do not reaslize is that when they go into the stock
exchange money market with large sums of money, even with the best possible in-
tentions, without having a word with us about it in advence, they are simply draw-
ing checks on their accounts with us when they haven't the funds there to meet
them, in the expectation that they cen come over the next day and borrow the money
to make good. This is no§ the way for a big bank in New York to run its business.
The merket got into a little jam at the end of 1925 and when that situation de-
ve10ped‘§t required some little management. It should be dealt with by an under-

standing between the New York member banks and our bank that we will exchange

views and handle the matter in a more orderly fashion then we have done. The
ggggzlwas_not wholly oure, any more than it was wholly that of the member banks.
I think we are quite justified in saying to Mr. Alexander that if we criticized
the member banks for the way they run their affairs, either publicly or private-
ly, with the same freedom.that they criticize us, they would not relish it a

particle. For some reason the notion prevaile that anybody can shoot at the
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MISC. 3. 1-75M-9-23
¢ FEDERAL RESERVE BANK

OF NEW YORK

OFFICE CORRESPONDENCE Date March 29, 1926 192

To= Jdr. Jay - SUBJECT:_
FROM__ ___Benj. Strong —P=

Reserve Bank, but that we must never, publicly certainly, or even privately,
in the minds of many, criticizé the member banks.

2. The relations between the Federal Reserve Bank of New York
and the Federal Reserve Board may appear to be all right on the surface, but

underneath they have become almost intolerable. The attitude of suspicion in the

minds of some membere of the Board in Washington is getting to be so pronounced

that a self-respecting person should no longer tolerate it. I have talked it over
with Mr. Mellon, and it so happens that he has been at some Board meqtings recently
where this attitude was so strikingly exhibited that it is very clear to him. I
think he is very out of patience with the whole matter. And the time has come

when it should be ventilated. Every time I suggest it, some of our own officers,
and I think some of our directors, assume é:::attitude which implies that they think
I am a rather contentious person and may be responsible for it myself. If I have
displayed any such feeling, it is simply the outgrowth of years of submiesion to a
situation that is abhorrent and ridiculous; and, frankly, I am not going to submit
to it any more. If the directors and the advisory council care to take the matter
up in my absence, I will be glad to have them do it; if they don't, and it remains
unsettled until my return, then I am going to do it myself and either have an under-

standing or quit.

3. The Board's manaéement of the routine business, aside from
important questions of policy, has become so slovenly and inefficient that we are
| all of us inconvenienced and embarrassed. The record of the treatment of the action
taken by the Conference of Governors last year is a good illustration. The record
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<t FEDERAL RESERVE BANK
: OF NEW YORK

OFFICE CORRESPONDENCE Date__March 29, 1926 192 _
'I:O_M,p,_J_a,y SuUBJECT:
From a o

Rt g
Delrj+ otrohg

of their action in regard to the Belgian Credit is another.  Their resolution
in regard to the meetings of the Open Market Investment Committee ie & third. In
fact, there is an unbroken record of bad management of these matters, and someone
must get at it.

4. Just how the question of personnel in the Board will be dealt
with by the President is another question. Time and again varicus of the
Secretaries of the Treasury have discussed with us the question of appointmente te
the Board. A great many good people have been approached to accept office and
heve declined. Unless the Reserve Bank managements themselves, who are so
vitally interested, are able to meke some suggestions &s to an improvement in the
personnel, it would seem as though our mouths are closed hereafter as to complaint.

Why can't the Advisory Council have a frank talk with Mr. Mellon?

B5.MSB
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Dear Mr. Jay:
| Further thought about the program nav being discussed by our
directors with Mr. Alexander, makos it desivable for me t6 refrash your.
memory on ons pointe.
No one would deplore a purely personal controversy more than

I would. But it may be that nothing shert of that will accomplish what

is necessary.

The directors must not overlook the fact that at the meet ing
of the Board held on March 25, when Secretary iiellon was present, statements .
were made to the Board by Dr. Miller which, if correctly reported to ine by
Govérnor Crissinger (‘.-&;ida report was substantially confirmed by Secretary
Mellon) are tantamount to accusing me of a crime.

My attitude, as explained to you verbally, is, aftér A‘li, "simpAle.
enough. I shall be wnwilling to continue to have any relations with the
Board where such statements are pewmmitted, or even possible. So the
direoctors must understand that there are only two ways out of the situation:
One is for Dr. Miller to resign, and the otber is to bring about such &

reorganization in the Board as to insure that that sort of thing 1s going
?

.

to stope.

I am writing you this so that there mdy be no possible misunderstanding
of my attitude.
si
roerely yours,
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e | 1. The Board i{e disorganised. The Governor ie not in control eithor through
influencgs or votée. £
2. The result is that the Board is made up of fsclions with a good deal of
bi tternees of attitude emong its members. They talk freely ebout ons
anothery and internal politice wund menecuvering are seid fregquently to q
play & lerge element 1n such action &s the Eoard tskes.
3.  Another result {s that it is very difficult to obtain & "Board view® on

policies and questiofis srising for desielon.

sosee—4o— I dealings between the Reserve tenka and the Eosrd, particularly on contro- -
L o
' - ) '
vereial questions, there arc many elodls, ol'tem very long ones.  For
example, the governors of the txclve benke most twlce & year snd the ‘ \

chairmen meet once & yeer. At theso confercnces cortein actions ere
ﬁaken subjoct to the epproval of the Bosrd. Frequently from two to four
monthe pass after the closing of a conference belore the Soerd takes ac-
tion uvpon conforence recommendations.
5. The Board ie & supervising, not an operating body, but instead of busying
itovelf with the broad polidies of the System the Board tusies itcelf
Qé © largely w#ith emsll unimportant dethlls end is showing en incre&einé
: ﬂ; deeire to pess upon operating matters, snd to reach into the credit PR
| policies of the mcmBeribanke. |
8. . There ie no one on the Board or on ite staff with reel experience and under-
standing of benk operations, nevertheless meny guestions involving bank
opérationa come béforo the Poard and, due to this lack of exporience,
imﬁiacticable viﬂyg some&}mea crystallize vhich are difficult to straighten
out.
7. Only one mamber of the Board, not its Governor, hac sny understrading or grasp
of the sconomic problems involved in the operaticn of the System. S
8. During the paet few yeers thors havs been no authoritative speeches mede by

the Board membere diacuseing Federal reecrve policy.
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(Copy of faint handwrittem memerandum).:
5 vl g WA U B YA aledsy
1, NDisorganizatinn
2 . Relation with N.Y.
3. Politics.,..se-. bickering. .
1. Non cash collections.

2. Regulation J + reversal
. Congressional Investigation, gold.
L. Branch banks
ha salary matter
5. Employment of Attorney
20 day absences
Interfering with Directors
6. Behavoir during Conference
6a. Open Market committee meeting
7. Irresponsible Discussion by individuals of system matters.
8. Speeches
9. Stewart

1. Bk of Fngland Credit
(a) Cloake to make loan to Brigish Govt 4 not a transaction; 4 that
atrong had not explained properly.

(b) Talked with Oscar Crosby:# inspired his article about illegality +
loan to British Govt, ¢ throwing doubt on whether the Bd had approved.

(c¢) Tater said Strong had suggested idea of purchasing bills with part of
our balance so as to prepare the way + make precedent for the Bank
of Eng. credit. ~

(d) Wanted us to ask B of E. to relieve us from obligation not to withdraw
for 2 yrs.
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Misc. 3. 1.50M.8-25
. FEDERAL RESERVE BANK

OF NEW YORK

OFFICE CORRESPONDENCE pare_April 15, 1926 1e5.
o To__ Mr, .Jay SUBJECT:
From Benj. Strong v ERED
ﬁ\j Y5 o
APR 198 1926

This memorandum is written to ask your advice concerni&?'tgg question
of expense involved in my proposed trip abroad, - whether, in fact, it would
not be well for me, personally, to stand a certain part of the expense which
otherwise would be rather more than that usually incurred by me when I have

heretofore been abroad on bank business.

My absence in Washington at the hearings before the House Committee
on Banking and Currency last week, and part of this week, have given me too
little time to really become familiar with the studies made, and the material
gotten together in connection with the questionnaire submitted by the
Indian Currency Commission. It therefore means that I shall need to do
considerable work on it on the way over. And that, in turn, means having
a place to work undisturbed.

As Professors Hollander and Sprague, as well as Mr. Crane and a
secretary will accompany me, there seems only one solution, to engage a suite
with a private sitting room to be used by the entire party. Such a
suite will cost a little over $2,000. How do you feel about my absorbing

part of the expense?
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On Board g/s “Majestic®,
April 29, 1926,

Dear My, Jay!

Pleage oxeuse this typewrittem letter. I have been rather
miserable on the boat and have been-sticking pretty closely to bed unmtil
the lust couple of days, so don't feel much like hend-written letiers.

Anocimmnfelyulmvm“mmmm;
Iﬁgomuuwth‘n\mtuuw mohore, end probably go joint account
with Normen, :

¥hen we settle down in London and I feel more like letter-
writing, I will send you some more sccount of our trip.

| Sincerely yours,

lir, Fierre Jay,

Federal Reserve Bank of New York,
33 Liberty Street,

New York.

BoN

Federal Reserve Bank of St. Louis




On Deard g/s “Majestic™,
aprdl 29, 1926,

Dear Mr, Jay:

Please excuse this typewritten letter. I have been rather
miserable on the boat and have been sticking pretty closely to bed until
the last couple of days, so don't feel much like hand-written letiers.

The cigars came safely end are very much appreciated indeed.

I am going to save them until we get ashore, end probably go joint account
with Norman, |

%hen we sebtle down im London and I feel more like letter-
writing, I will send you some more account of our trip.

Sincerely yours,

liv, Fierre Jay,

Faderal Resom Renk of New York,
83 Liberty Street,

New York.

BoH

Digitized for FRASER
http://fraser.stlouisfed.org/
Eadarsl-ReseriaBank ofiSt-LgUisg: otda it ol Stalic "ot d el i e i




Hotel du Cap d'Autibes,
Antibes, June 6, 1926,

PERSONAL
Dear Hr, Jay:

You can understand how ogeupied I have bsen when I confess that
only yesterday did I commence to read the wmail, ntatuuts. k@, from the
office thet had arrived sinee I left, but I am gredually egfehing up.

Tais is to thank you for your two letters of 4 "'7'?
feeling botier and mors rested, but just now sufferfron a trasendous disineli-
nation to do eny work at all, vhieh vill doubtlesh last for a few wesks yot.

I am convinced, therefore, ctmuumarﬁtmwmmumhm

at Antibes.

:;W.

I am of course anxious ebout the Me Fadden bill situstion. TYour
letter and what Mr. Barrison writes W;tuﬁnﬁmm.yhadodhﬁ
where the issue will lie over the lhlimuﬁnt I only wish Wingo were avail-
able for a 14ttle talk, as I believé he mot only is intelligent but is opem to
conviction, and that he is more partisan to the Federal Reserve System and its
views than eny of us have horoténn realized,

Imu;lﬂtohnﬁmlﬁtnamtlr. Cage, What I wrote him
was necessarily rather m-ci-im. It could not be otherwise, because of
the uncertainty in my om ﬁtlnk. concerning all of which I have written Mr.
llarrimwdhodunlng’*hu showm you my letter. I am certainly opposed to
a long lesave of abuncq it would work badly both ways. If Mr. Czse decides
to go to Berlin, I hope you will make no permsnent rearrangement ol work or
positions until either my return or I have had a chance to examine what you
propose, This questlon of assigmnment of duties is especially my job, both in
practice and under the by-laws.

As to the Federal Reserve Board situation, I without any advices
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2. e, Jay., June 6, 1926,

as to how it affects my commitment at 270 Park Avenue, and there is just an
intimstion in your letier and in Harrison's thet you have not taken what I
said on this subjeet quite as seriously s I intended. Please do Mnhﬂ
mistake as to whet my intentions are. The matter was put in your hands, where
it belongs as Chairman of the Board, and persomally I think it is the most
importent thing requiring sttention.

No word reaches me as to whether Dr. Miller is in Burope or mot. If
he iz and I happen to see him, there will be no escape frem a pretty plain talk,
80 it may be just as well that we don't meet. You have probably net overlooked
the fact that Mr. Mellon is sailing for Burope very shortly, and in his absence
you will be very much handiespped in accomplishing anything. '

Host of my letters have been addressed %o Mr. Harrison, as they relate

: / to our foreign business, and I am writing him again today on some aspects of the |
| xmm-ammu.m:ammwmhmwmuummxmm_
trip this year as more illuminating inm some respects than any I have had,end
notwithstanding the gloomy reports which doubtless reach you, I regard the situa-
ttawhmuﬁgunmtwmymm. For the first time,
I begin Lo sense that responsible people are faeing the realities and not living
in an atmosphere of unwarranted end felse optimism. I really think they are
beginning to comprehend the need for helping themselves in preference to relying
upon ineffective outside nid. This has always been the ¢ase in England, has
certainly beeome true of Itely, end what I hear about both Belgium and France
indicates a nearer appron¢h to a sound philosophy about their troubles then has
been true since the war ended. In both France and Belgium they need leaders,
end probably more authority in the Governuent and freedom from parlismentery
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3. e, Jay. | June 6, 1926,

interferonce than is at preseat the gase.

I am rather dismayed at the prospect of being away as long as it
geells necessary, namely, on account of the need for a rest. As nearly as I
¢an look ahead mow, it would seem that I will leave for Vienaa around the 10th
of July and gan hardly count upon reaching Berlin before the lst of August.
In ﬁditim to seeing the bankers in those ¢ltles, I want to have {ﬁ talk with
Vissering of Amsterdam, Bachmenn of the Swiss National PBamk, mt-u and Dr,
Moll, winding up in mm The newspaper notoriety is so Muplﬁh in Paris
that I am doubtful of the wisdom of stopping there again. DBeing away as long
as this ceems most unfair to you fellows at the office, and I would appreeiate
a letter, or better a cable, letiing we know just how you feel about it.
Such a program as I have laid out will keep me away until around the first
of September. As things are quiet, I am counting on my absence interfering
in no way with vecations,

My best to you all.

Sincerely yours,

Mr, Pierre Jay,
¢/o Federal Reserve Bank of New York,
New Tork.

BsH
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Hotel du Cap d'Antibes,
Antibes, June 7, 1926,

Dear lr. Jay:

I was delighted to have your nice letier of Way 28th, with all the
news of the Councll meeting. Of course, it leaves everything up in the air

and, I fear, has alec somewhat confused the views of the Federal Reserve Board

T™Y 3

tuation in New York. If the members of the Board would
only understand that the Stock Exchange loan account canmnot be reduced by

calling loans; <that the only way to reducs it is to reduce the price of stocks

1

then we would get somewhere. Az I have said a hundred times, the only effect

of calling loans from one bank is to drive the borrower to amother beank, and

while we like to see the loan account well distributed, so thet our borrowing

account is well distributed among the member banks, it is absolutely impossible

to accomplish amything in the way of a2 reduction by direct action. The ignor~

™ ' .

ance of the Board of the technigue of this matter is responsible for much of

2

th

¢ bad feeling thal exists, and I regret to say that it is only increased vhem

those within the Reserve System themselves advocaile a policy of direct action.
My own atfitude, as I think you will agree, has been o endeaver to reduce

excessive borrowings or too persistent borrowings by any particular member bank
not sc mueh because the borrowing is large or persistemt, but because our ef-
forts towerds reducing that type of borrowing has the effect of churning up th
loan account, keeping the brokers jumping from one bank to ancther, and that
itself is a rectraining influence upon over-speculation., Mr. Alexander's dis

cussion of the matter strikes me as being exeellent in every way, but when he

reports that he had criticized us for what we had done, he could not possibly
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2. ¥r. Jay. June 7, 1926.

have reported the whole story, and possibly it is just as well that he didn't.

Your letter suggests, however, that the Council Meeting may have di-
verted you and the others at the Bank from ome matter which is of particular int-
erest to me, and thet is the attitude of the Board, or some members of the Board,
towards the Federal Reserve Bank of New York. What I have said to you and
written o you may mot have been sufficiently convineing, so I een simply repeat
that if the matter is not dealt with in some way, I am umable to continue in the
unsatisfactory relationship vhich mow exists. This view is suggested by the
rmmaur.mn;unm-umwmummu
ronew the lease of my spertment, which I had hoped would mot be done unless this
matter was disposed of in a way which would make it desirable for me to renew a
heavy obligation end one which I would not want to sssume if I resigned. Besides
that, Mr, Mellon will be leaving, probably by the time this letter reaches you,
and then nothing can be done until his return. I hope you will write or eable
me on receipt of this letter, advising exaetly what is proposed. The Directors
may be quite out of sympathy with my attitude, end if so, I should be advised, Wut
I should not have been led into a position where, nothing having been dome, my
hands are tied by having the obligation of an epartment. Won't you write me

0f course I realize how difficult the situation is, and you must not
think I am complaining. Recent developmenis convinced me, however, that the
patience which I have exercised in this matter has been misimterpreted in Washing-
ton as being either timidity or exhibiting a supine attitude, which will tend to
make matters worse. I much appreeciate the help you and the others are attempt-
ing and hope it will be effective.
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Hotel du Cap d*Antibes,
Antibes, June 20, 1926,

PERSONAL AND CONFIDENTIAL
Dear Mr. Jay: :
 Thank you for your handwritten note of June 4th.

I am expecting a good deal to develop as a result of Miller's
visit, concerning which I will write you separately. Meantime of ecourse, as
you realize, the situation is just as unsatisfactory as it can be, I em
sorry to have left you such an unplemsent legecy, tio deal with in my absenece,
which poseibly was not fair to you mor to the Directors, tut I will take a
hand at it when I get back and have no doubt that you will all appreciate the
need for my doing so.

Best regards to all at the Bank,

Sincerely yours,

Mr. Pierre Jay,
¢/o Federal Reserve Bank of New York,
New York.
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Hotel du Cap d'Anmtibes,
PERSONAL AND COMFIDENTIAL Antibes, July 1, 1926.

Dear Mr. Jay:

m1mumm.—-nnm,ammzm
your eable No. 26. I am sure that you and he - in fact, everyone concerned -
realizes that my deecision has been jusi as much prompted by eonsideratioms of
health, in fact more than by anythiang else. If I wers persomally fit, nothing
would please me better than to have a fight to the finish on some of these
matters, but I have not felt in condition to stand the racket, mor in the frame
of mind to feel confidence in the success of the cutcome. I am indeed deeply
grateful to you for all that you have done and sorry to have inflicted you with
go much of the worry. My reply to your eable, going today, will I hope be en-
tirely satisfactory. |

About the Professors' remuneration, I am delighted with the decision;
it is based wpon fasts. That gives a good argument in defemse of what we are
doing, in ease 1t i» ewer questioned, aud of course it was exaetly for that
mﬂh““gﬂmﬂﬂtﬂnﬁnﬁw%ﬂ”“l
referred it to you in just the way thet I did. You may be perfeeily sure that
WdﬁPMmmlhmwid. My suggestiom thet different amounte
be paid was the result of my asking Sprague whether this would be satisfactory,
end he seid "Yes". I asked the question because it is a fact that he made a
much more important contribution them Hollender was sble te make, although both
did a splendid job. xamnn-ﬁii-.mum«m-um
and I were, tut I am delighted with what you have done, amd kmow they will be.

ederal Reserve Bank of St. Louis



2. ¥e, Jay. July 1, 1926,

I em frank to admit that, im order to avold the expense sccount plus fees
appearing to be too large a sum, I paid a good many of the expenses myself, as
opportunity occurred. We can decide whether they should be separaied when I
return, or leave them as a part of my expenmse,

Sincerely yours,
w.mm,
./.mmm-rmurt,
New York.
RS M
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Hotel cdu Cap d'Antibes,
PERSONAL Antibes, July 5, 1926.

Dear Mr. Jay:

Your letter of the 22nd of June has just come.

I should think it would be pessible to have a talk with Garpeti
about these Carroll articles, for they are most harmful, Of course neither
Governor Norman mer I had the remotest comnection with the change in the Bank
of France, I admit that a change seemed more than likely amd has for some time,
but to associate the change in emy wey with him or with me was quite unwerranted,
and the coincidence would seem to give seme color of truth to what was a complete
fabricetion.

¥hat I wrote you about the meeting of the Couneil afid the Federal Re-
serve Board is largely based upon whet you reported of Alexander's talk to the
Board. Alexander was very critical of our attitude in the omly talk that I had
with him ebout it, but I om satisfied that he entirely misunderstood the money
market situation and he misundersioed our attitude towards the Bank of Commeree
when we suggested thet there was & limit beyond which I felt the Benk of Commerce
shmldnupnmtm;mymmmma—mmww
rowing from us. I gathered that this was a discussion which ook place with the

Board and not with Crissinger alome, as you now advise, which does give it a little

different character.

But my dissstisfaction with the situation as it had been handled as to
wy own affairs was based upon the statement contained in numerous letters from
the office that nothing would be said to Mr. Mellon about my persenal attitude.
There wes no reason for withholding the information frem him, mo possible embar-




. Nr. day. July 5, 1926.

mmmuhmhnm-uwit,ﬁofuhmndqu_dhm
ru-y-ttmaum-znmymmmm“umamc
umummmmm-mmmutmmntmmrmm
of supporting. uumnr.mmhuumwnmmm.
epparently made on his own responsibility and without comsuliztion with the Bank,
I am able to determine more definitely upon a course of action thenm I would have
been able had Alexander not spokem to him. Of course I shall ses him over here
and we can talk it ever. Put all of this was quite unkmown to me when I wrote
to Harrison and vhen I gabled you. The trouble has arisen partly from your own
feeling, quite unjustified, thet I bave handed an ultimetum to the Bank. If it
is considersd an ultimatum, it is nol one that I made, but ome which arose from
causes beyond our control, and that iz my own health, The suggestion that I
vanted it attecked in “hammer and tomgs® fashion is mot justified. VWhatever
sction our Directors undertook was for them to deeide, only it eould mob be
undertaken and anything expected in the way of results when interpreted as an ulbi-
matum. Thchutﬁigistotollﬂr.lalhlthom.ltorydxltitl}ﬁ
him,

As to the reported conversation in which Miller teeck part. I have
mmmmmuammnﬁmmrwammﬂuvm
ukelyagmtohtoolod\bymuam‘m:pm. For six momths or
a year prior to the expiration of his first term, he laid himself out to cultivate
the friendship and gein the support for his resppointment of all the Govermors.
nmﬁomumuapuamam.mnm-mmdm
and even ridicule. T have always regretted thai I was gullible enmough to be
taken in by it. My interpretetion of this discussion is that he is begimning to
realize that the situstion is going to be o difficult one for him. He is a
coward at heart end he is begimning to hedge. I don‘t know whether your edueca~
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3. Mr. Jay. July 5, 1926,

tion included a careful reading of “The Prinece™ or not, but you will find
good deal bearing om his attitude in that admirable little volume.

Now I have got this out of my system, and I wish you would forget i%.
There is not a thing to be done until I get back, and by that time it way all
be settled as a result of my talk with Mr., Mellon. I hated to leave a situation
1like this in the shape it was in when I left, end I hate to delegate to anyone
the job of negotisting such a thing for me. It is always uspleasant and always
unsatisfactory. 1T have had no feeling zbout it except te the extent that I
feared the folks at home did mot reelize thet I meant business amd was going to
stick 4o my determination.

My best to you as slweys and a great many thanks.
Sincerely yours,

¥r, Plerre Jay,
¢/o Federal Reserve Bamk of New York,
New York.

BS:M
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Juan Lespins.
Sent July 17th 1926.
Ree'd July 19th 1926.

Federal Heserve Bank,

New York, ¥W.Y.

Testword OK ;i 38
Plerre Jay
Referring to your letter of lst Inst.snswered by (Referring to)

my letter of 3&5 Inst. to W. R. Burgess (Aest. F. R. Agent)
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Hotel Trianon Palace,
PERSONAL Versailles, July 29, 1926.

Dear ¥r., Jay:

After some exchange of messages, Mr. Gilbert and I motored down to
Dinard on Sunday, where we found Secretary Mellon, and after spending & day with
him there, we motored beck Tuesday as for as Tours and Wednesday Mr. Gilbert and
1 motored back to Paris.

Ny, Mellon was of course just off the stesmer, end as the week of his
crossing covered the most eritieal period here, he was not informed of develop-
mente and we were eble to give him e pretty full picture of whet had been going
on, T shall write separately as to thet part of our talk. Thie letter relates
to my own situation. ‘

Ve went over it all very fully. It will be just ms well not to quote
the Secretary, btut it resulted in sn understanding that nothing could be dome
while he end I were both in Burope, that for the moment we would forget the sub-
jeet, but when we are both back home it is understood that it will be dealt with
in one way or another. -

Neither he nor I feel certain that anything effeetive mbo‘dn- about
the situation in the Board. It will also likely prove to be the e¢ase that the
gituation in Furope will so develop that we are for the time being, and possibly
for a considerable time, eliminated as e faetor, as events may make it impossible
for us to be of eny resl sssistanee. This will make it much easier to effect

arrengements which would allow me to retire as soom as the necessary provision

can be made in the Bank, Vhichever way matters develop, I shell do nothing that
will embarrass the Directors, as you of course understand, and shall of course be

Federal Reserve Bank of St. Louis



2. Mr., Jay. July 29, 1926.

much influenced by the report I get from Dr. Miller.

There is not much more that I ecan write just now, and I am sorry
that it is so indefinite. Many thanks to you for your being so patient with
2ll the trouble I have given you.

Sincerely yours,

¥r. Pierre Jay,
¢/o Federal Reserve Bank of New York,
New York.

BS:M
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Hotel de 1'Burops,
Ansterdam, August 3, 1926.
PERSONAL .

Dear Mr. Jay:

I was glad to get your nice letter of July 8th, but all l.itérs re-
ceived sinece then have been earried about aweiting opportunity %o reply, as I
have been exceedingly busy, principally listeming to long tales of arriish in
Paris. There are e few matiers in your letter that eall for comment .

I em glad of the settlement with Sprague amd Hollander,a nd sorry the
qunumummm.mmum.lr.mmmunur
ﬁstanﬂithkarﬂydﬁinﬁmmuwhlﬂ :

Iugladllr.miapmpoadfwmm.,udhdnﬂouad
wholesome one.

About Mr. Lins, of course we cannot expect to keep him. Thae ofer is
too good, and T expect he is too good a man for us. Thile I am glad o see him
mmmmumoum.uhaumtemmmz-gmhh
a bit complacent about it. On the other hand, T have hesitated to say “Amen™ o
mmuﬁmthtﬁr.mmm:ﬂm Boyeuthinkhohuhadﬁem
imoinmdtmtmtoukeitlﬁudulgd ﬁiammﬁmw
in the Penk vhieh is most difficult to judge of ot this distance, and T would not
foelmnttohanucpMunhmtlr.m'iﬁmm-unmrdo
of his experieonce and past record. As soon as Nr. Lins has deecided to leave, I
hope you will advise me, as I would like to write him & niee letter.

0f eourse I approve the salary recommendations, especially Dr, Burgess,
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2. Mr. Jay. August 3, 1926.

=4 you have my eabls.

I am writing Harrison o line of congratulations about the Clearing
House negotiations. I had already dictated a note to lMr. Sailer about the
salary classification matier, where it seems to me the Board's action is quite
ungatisfactory.

I am glad to hear from you with all the news, and in faet thirst for
it. leny thanks and best regards.

Sinecerely yours,

Py 8. - On going over yours of July 23rd and enclosures, I find that

it calls for no reply, but the news was all most interesting.

Mr. Pierrs Jay,
¢/c Federal Reserve Bank of New York,
New York.

B
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Hotel Grand & Euler,
August 17, 1926,

Dear Mr, Jay: ‘
| I was glad to have your letter of August 5th, giving a lot of the back-
ground in regard $o our rate situation and the money market. |

As hinted in ome of my letters, I wes beglmning to feel a 1itile uneasy ‘
about our rate some time ego, but when so far from home, it is hardly fair to meke |
~ yery definite suggestions on that subject. Information is too incomplete. Now,
my eable suggesting that we inerease to 4}f was inspired by & aumber of eonsidera-
tions, prineipally those named in the eable, but alsc the fact thet I had eopportun-
ity to talk with Norman, Schacht and Vissering at the seme time about rate poliey,
what offeet it would have on the Continemt, snd generally their experienge in desl-
ing with e similar situstion. They ell agresd that, from our standpoint, it weuld
be better to go to0 43% at once. This is a second ocutbreak of speculation, amd the
control wo obtained last time, you will reeall, was by using a number of Reserve
Bank rates in succession, ;llid: we were not proposing to do this time. Both
Sehaght and Vissering would, on the whole, have felt benefitted by a 437 rate.
Normen might have felt a 1little embarrassment, but his position is still pretiy
gtrong, end I think he felt thet their merket, with a spread of nearly 1¥ between
London snd New York om bills, could stemd a 4}f New York rete, eertainly long emough
to feel reasonably certain thet the coal strike would be settled before they would
have to meke & chemge. Without the coal strike, it had been his hope to reduce
his rete. Whenever the cosl strike is settled, he would like to avoid increasing
the rate end, if possible, reduce it; oo if we had e 4% rate it might embarrass
him later on, after the conclusion of the strike, if our 47 rate was not effective
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3. ‘l’. h’» B m 1’, 1’“'

‘end we then had to go to 4}%. Hed we gone immediately %o 43%, tl'.lughtAhpu-
sible later on for us to reduce to 4% at approximately the time when he would like
to reduee from 57 to 43f. :

It soemed wiser, all things econsidered, not to permit this to appear in
your diseussions as any considerable influence. There has been altogether too -
much talk aboul our policy being subordinated to the needs of Great Britain, and

\ I was glad of the opportunity for the Directors toc come to a deelsion without any
particular consideration being given to the fareign effect.

One other influence was in my mind, which I merely suggested in the ecable.
I have resented very definitely the unprovoked attack by Winston Cmrehill upon our
poliey in regard to the debte., His statement in the Mouse of Commons, which was
made in commection with the discussion of the French settlement, was made after the

Poabody letter wes published, but before Mr, Mellon's reply to it. He gould have
had no excuse that the stetement he made was provoked by amything coming from Mr.
Mellon or from the Administretion, end ecertainly the Chaneellor of the Exchequer
cannot justify such etatements as he did make because of the publieation of such a
letter as Mr. Peaboedy's, written by a private eitizen. T foel, as no doubi our
Directors have fell, judging from your eables, that the British eammol look to us
for support in their siabilizetion program at the sume time that their Chameellor
of the Exchequer ic abusing us., I have pointed this all out to Govermor Norman .
and think he understands.

Now my feer is thet the 47 rate will not be aeffective, and this is rather
confirmed by what the newspapers state in regard to our stoek market and business
generslly, and even further by the faet that I notiee that the First National Benk
is now borrowing substamtially one~half, according to recent repor@s, of the entire

b Fraser fmount we are lending to the banks downtown. As long as that condition is allowed,

tp://fraser.stlouisfed.org/
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3. Mr, Jay. August 17, 1926,

our bank rate will be less effective then it should be. I suggest that you read

the draft of a letter vhieh I sent %o Mr, Case, and further that the time has come

to meke perfectly clear to the Firgt National Bank that their borrowings must be

limited,

Won't you please show this to Hr. Harrison, as it will be also o reply

10 a short letter from him sbhout our rate.

Sineerely yours,

Mir, Pierre Jay,
¢/o Fedorel Reserve Benk of New York,
New York.

i
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Princess Hotel,
Paris, August 26, 1926.

Dear M¥r. Jay:

I have your two letters of the 10th.

During my visit at Evian, I had opportunity for a further talk with
Mr. Mellon, snd this time he brought the subjeet up himself. He was quite anxious
about finding a suitable persom to fill any vacancy that oceurs in the Board.
M'mymmmxhnbmauctou,nutariuwvm.lﬂo!
course we have ne knowledge as to his finencial situation and whether he can afford
to take it., Mr. Mellom has urged me to keep the matter in mind end let him know
if I have any further swggestions, Won't you quietly be thinking the matter over
and find out how some of our assoeiates fesl. We canmot complain about appoint-
ments if we ourselves ars unable to make suggestions when invited to do so.

Ahufﬁomtod“inmﬁ“hmothrlm,lmm
mmm«mmumaaomndum.umﬂumw
disclosed the unanimous belief that, under the conditions as I deseribed them, it
was better to advance the rate 1¥ than ¥ of 1%, and I think they felt that we were
a little timid in using our rate. Norman, of course, has to figure very closely
on his exchange position and the possible effects if the coal strike continues or,
on the other hand, if it ends. I think he felt that for about six weeks after an
increase to 4% he would likely encounter mo difficulties, but after that he might
feel the pressure considerably, and of course he is anxious to avoid goimg to 53%,
or even 6f if they follow their tradition, at a time when business is depressed and
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2. lir, Jay. August 26, 1926.

suemployment is so great. Dr. Schacht seemed to think that it would suit him

perfectly to have us go to 4}{. Of course, our rate would have mo influenee in
France, so to sum it all up, while I hope that we may get through the Fall without
uWW,Immmmmtyatiuiﬁum,niu‘itii
neeessary, then it might have been better to advance to 4}¥ rather than go up in
two bites. '

2 heve writhes Bassisen chout thi Tadien Surrensy repert, il T hiek
has been misunderstood at home, as will be disclosed when the document arrives.

Best regards to0 all of you at the Bank, wmtmm:

8incerely yours,
Mr. Pierre Jay,
¢/o Pederal Reserve Bank of New York,
Now York.
BS:H
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Princess Hotel,
Paris, September 6, 1926,

" My dear Pierre:
Your letter of August 27th reaches me just as I am packing up to
leave Paris, and I can only send you a brief letter from here, vhich I may be
able to supplement in London.

By all means, see M, Moreau and Dr, Rist at the Bank of Framce., I
lunched with them today, explained your arrival and the nature of ocur associa~
tion, and asked them to talk with you as frankly as they have with me. FPlease,

of course, bear in mind that our conversaiions have boen most confidential and
practically no one knows about them,

I em enclosing & note of introduction to M, Moreau and ons o §ir. Rist.
as well as to Stringher, Velpi, and my friend Giovanni Fummi, The last named is
Morgan's representative in Roae and a fine fellow. He is very close to the Ital-
ien Government,

¥hile here, I hope you have & chance for a visit with Dean Jay, and if
possible to do so, he will, I am sure, be glad to have you meet my friend Jean
Monnet, who has been most helpful and is a very wise fellow, Momnet is the omd
Frenchman that I know of whe knows enything at all of my conversations with the
Bank of France, end he is & man very close to them, but I am not sure how much !}
knows, as most of his information he got from them.

Best regards.
Sincerely yours,

Mr, Pierre Jay,

¢/o Morgan Marjes & Company,
14, Place Vendome,

PARIS,
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z':iﬁ,:f :ﬁ:‘ﬁr 14, 1926,
Dear Pierre:

Many thanks for your bully letter of the 7th. I canmot bear to think
that matters are incapable of arrangement. 1In fact, they must be. On the
other hand, I think you and I both realize that when I left New York, the combi-
nation of a certain emount of wearing nupmimnym the Bank and its mean-
agement, together with the most Miuﬁmry situation in hwu. m prov-
ing to be too much for me. I ean always tell, not only by the way I fesl tut by
the"thermometer®, that it is impossible for me to contimue in good health and run
a temperature of from one to two degrees at the same time., And when that eontin-
ues for a couple of months or more, it is sufficient warning thet I must either
quit or be able to do whet I em ealled on o do in the Bank under eircumstances
thet involve less strain, less enxiety, and probably more then both, less of the
constent ennoyances that we have suffered for some years past.

I hope you reslize that this is not simply e notion of mine to gain
more comfort. If it were simply a matter of comfort, I would probably enjoy a
row more than I enjoy complete peace, Wt it is a really definite matter of health
as well as peace of mind, _ |

My talks with the Secretery convinced me that he is suffieiently inter-
ested to take a definite position, end it is just a question of when and how it
gshould be done. If the outcome is satisfactory, I shall not hdtt on any
change. If it is not satisfectory, them I must.

I hope you have a bully trip, end that you have opportunity directly
to get in touch with some of the problems that I have been discussing over here,
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2. Mr, Pierre Jay. September 14, 1926.

because the more we know about the situation, the easier it will be to deal
with it when the time comes,
Best regards to you and Mrs. Jay.

Sincerely yours,

Mr. Pierre Jay,

¢/o Morgan, Harjes & Company,
14, Place Vendoms,

PARIS.

BS:M
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[In hendwriting on back of tetl.cmm of Jay 'to Strong,Dec. 27, 1926]

' gssuming you mean Gates my reaction is first lacks technical experience and
training in economic work, second camnot make extemporaneous addresses or expound
our problems, tmmmm:r-toqdm has. not always been good, fourth
‘deplore abandoning promotion and result discouragement stop. Against these
‘I put one is regarded as & trained banko:r, two knm our board and organization,
three enjoys excellent reputation, fc}nr would cooperate fully. Stop. Am surprised
that certain confidential éxaminers' reports with which you are familiar not been
considered. Stop. Am still w convinced our recommendation is much the best
Stop. Only molute(mr to ) R '

&
\" \

Q /
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FEDERAL RESERVE BANK

OF NEwW YOoRrK

IN REPLY PLEASE REFER January 12, 1g24.
TO : ]

Dear Ben:

Replying to your personal letter of January il regarding
the Board's approval of salary increases of officers and employees,
I find that on December 27 you and I both received letters on the
subject. After receiving yours you referred it to me and I referred
mine to you, not knowing that you had received a letter on the sub ject.

I cannot recollect exactly what went through my mind that
day, but inasmuch as you have béen the officer who always deals with
the Board in salary matters when you are here, I presume that my
assumption must have been that you would give the proper advice to
Mr. Sailer. I agree with you that inasmuch as advices to and from
the Board go in my name, such letters as this from the Board to me
should go automaticaliy;bo Mr. Sailer and I will see that this course
is followed in future.

Yours truly,
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The country's attention seems to have been fixed ex-
clusively upon the discount rates of Federal Reserve Banks as an
index to the policy and views of the System.

The public overlooked that section 14 of the Federal
Reserve Act was desigmned in part to give a Reserve bank power to
exercise through their purchases and sales in the open market
some sort of a moderating effect upon the money rates amd credit
condition in addition to the power to be exercised in the fixing

of discount ratese.

Here describe the influence of buying securities in
the market and the conversion of a discount account into an in-
dustrial account, thereby relieving member banks of the burden
of discount cost and of showing borrowed money and how the reserve
operation - selling securities,force them to borrow at the dis-
count rate and puts them in position of showing borrowed money.

Show the relation between market rates and discount
rates as to tﬁe cost to the bank of the discount rate contrasted
with the cost of deposits, for instance.

Discuss how purchéses and sales of securities in 1922
and 1923 worked.

Explain how the figuidation of securities assists in
offsetting gold imports.

Describe the need for a system of policy in these

matters.
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Describe how policies have been discussed and ar-
rived ate.

Explain the need for avoiding confl ict with the
Preasury borrowing program or in the execution of orders for
the Treasury. .

Describe how committees of the officers of the
Reserve banks are called upon from time to time to discuss
technical matters and execute the policies which have been dis-
cussed and adopted by the System.

Describe how a committee of the governors by the
use of the wire system and the interchange of orders is able
to carry out such a policy, di stributing orders throughout the
various Federal Reserve Districts in such a way so that they

do not all concentrate in New York Citye.
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If none of these three symbols
anpears after the check (number of
s 3) this is a telegram. Other=
w. _.ts character is indicated by the
symbol appearing after the check.

REEED AT

NEWCOME CARLTON, PRESIDENT

NEWYORK NY 505P JAN 18
BENJAMIN STRONG

» '{&e’l’ e

PEACH CALLED TODAY STATED HE HAS MADE ARRANGEMENTS WITH

GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT

CARE THE BREAKERS PALMBEACH FLO

Form 1204

CLASS OF SERVICE | SYMBOL : CLASS OF SERVICE |SYMBOL
Telegram 7% % | | ; Telegram
Day Lot Blue R Day Letter Bluo
Night ¥icssage Nite WESTERN UNI Night Message Nite
Night Letter NL \_\ WRussy Night Letter NL
2 If none of these three symbols

appears after the check (number of
words) this is a telegram.
wise its character is indicated by the
symbol appearing after the check.

Other-

—

—

924

Moy

PECAN TO

PLACE CHEESE WITH STRJAZ’VBE‘RRY CITY AND FIRST AS JOINLI' PRINCIPALS

STOP PECAN WILL SEE APPLE S0 THE
YOU TO DO ANYTHING AT PRESENT OA
MOVEMENT AM WRITING

532P

QUAIL

i

WILL PROBABLY BE NO NEED FOR
EAL FORTY SIX TODAY NATURAL

y

-



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







S ISI"I"S———————SS
copy of handwritten letter

, Jan. 18 [1924]
WX
Dear Ben

Peach[Mori] with Spaghetti[Ichinomiya] and another called at 3 today and ¥
talked with Case and me. It appears that he called on Strawberry [K.L.}-'s consent /¥
and went to Pecan[Morgan] and invited him to become leader which was accepted. The
managers will be Pecan[Morgan] Strawberry [K.L.] City and first. All are in sympathy
with the nationwide idea.

The present plan is to have a composite cheese[}oan] of about $180
millions which will include both refunding and new money. In addition about
$40 millions will be placed locally largely in the purchase of land. The cheese
[loan] will be half here and half abroad.

Pecan[Morgan] is to see Apple[Hughes] so you need not have that on your
mind.

The Oatmeal[yen] has been moving up steadily with no artificisl assistance.

Peach[Mori] says he wants our moral support, of which we assured him. He
also wants you to be told, which I'm doing by letter + wide, in great confidence.

Case + I were rather aghast when he told us he had gone ahead directly,
but all's well that ends well + you can apparently enjoy yr. vacation in peace.

Case has written you about other things. We seem to be busy here. Hope
you are hitting the ball well. Finished Olney yesterday, + liked it greatly.

Yrs.[signed] P.J.
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President

Mori

Hughes

Mellon

State Department

Treasury Department

Morgan

K. L.

Inouye

New Japsnese
Finance Minister

Washington

Tokio

Ichinomiya

Case '

Lean

Bank of Japan

Stabilizing yen

Purchase bills
amounting to

Gmarantee

Yen :

Yen bills

Sale of dollars

Open market purchases

Crissinger
Investment com.
Jay

Fed. Res. Board
Bankers

Pear

Peach
Apple
Almond
Hickory
Nalnut
Pecan
Strawberry
Artichoke

Potato
Macaroni
Marmalade
Spaghetti
Butter
Cheese
Eggs
Milk

Pork
Beef
oatmeal
Sugar
Wheat
Corn
Cotton
partridge
quail
pheasant
duck

[114)



Form 1204

CLASS OF SERVICE | SYMBOL = E N CLASS OF SERVICE | SYMBOL
Telegram br ‘ \; Telegram

N

® e Blug f 77H TN Day Letter Blus
hii‘g‘-“n | <3ssage Nite Night Message Nite
Night Letter NL Night Letter NL

If none of these three symbols
appears after the check (number of
words) this is a telegram. Other-

If nona of these three symbols
appears after the check (number of

words) this is a telegram. Other- . (
ise its character is ise its character is indicated by the
:yl::blg :ppeari:;‘iggrwg:d&yx NEWCOMB CARLTON, PRESIDENT GEORGE W, E. ATKINS, FIRST VICE-PRESIDENT :ﬂnbol appearing after the check.
RECEIVED AT
47JN D T1

NEWYORK NY 208P JAN 25 1925 '

BENJAMIN STRONG
CARE THE BREAKERS PALMBEACH FLO

PLODGERITE WIRES RUMOR OF MATTER YOU AND | DISCUSSED REGARDING

CERTAIN PARTY UNDERTAKING IMPORTANT RECONSTRUCTION WORK THINKS
HIS NAME MAY HAVE BEEN SUGGESTED BY YOUR MILITARY FRIEND ON THE
OTHER SIDE PLODGERITE MAKES NO REMARK REGARDING PARTY BUT WISHES

YOU TO KNOW THAT SPECIFIC CONDITIONS OF LOANS EMPLATED UNDER

NIGHT
QUAIL [
311P
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FEDERAL RESERVE BANK \

OF NEw YOoRrRK

IN REPLY PLEASE REFER

To April 22, 1924.

/

Dear Governor Strong:

Your two letters of April 4 and 11 came in a few days apart the latter
part of last week, and made me feel guilty for not having written you since you
left. But the fact is there has not been a great deal to write about outside of
the general question of discount policy conesrning which Case and I have cabled

you two or three times.

With regard to this subject we have had many discussions in board meet-

ings and out. I think we all felt that we should not attempt to resch any con-

c¢lusgion while the end of March markets were in their disturbed condition, and
during the first two meetings in April we had only four present; Treman, Smith,
Whitmarsh and myself. BEarly in April Mr. Case endeavorsd to arrange a meeting
of the open market committee to discuss open market policy, and particularly our
buying rates, but for various reasons it did not prove practicable to get a mest—
ing of this committes before to-day, and such discussions as we had over the
telephone with various members of the committee seemed to indicate quite a diver-
gence ofopinion as to the desirability of reducing our buying rate.

Last week, April 16, we had everybody present but Young and Whitmarsh,
and had a thorough discussion of the whole situation. At that time the easier
tendency in money had become mors apparent and the slackening off in business as
the March figures came in became mors evident also. I think that at least four

out of the seven directors present regarded a rate change as "imminent," to quote

your phrase, although they did not feel that it should be made at that meeting.

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




T e R ——————————

+ RESERVE BANK OF NEW YORK . . #2.. Benj. Strong, Esq. 4/22/24.

;;, They also voted favorably to ths further acquisition of securities in the market,
in spite of the fact that this might reduce market rates still further.

To-morrow Mr. Gase will be back from Washington, having discussed the
whole question of credit and discount policy with the committse and with the Board,
and we shall be able to plan our course more clearly.

Your report of the present investment policy of the Bank of England is
most interesting in view of our discussions here.

This is nothing but a resumd of what we have already cabled you. As to
other things that have been happening since you went away, one is a new regulation
with regard to state bank membership which, after a heated and acrid discussion of

two weeks the Board, by a divided vote, promulgated, without submitiing it to any

of the Federal reserve banks. Indeed we had not even heard that it was under con-
sideratlon. Several of us protested, and the result was an amended regulation with
some objectionable things taken out - the result of a four days' visit to Washington
on my part, assisted for one day by Heath and Martin. But it has all stirred up

a good deal of feeling on the part of state banks as well as between individual
members of the Board. The final vote on the regulation was five to three, the
minority consisting of Crissinger, Miller and Platt. For a fortnight the vote

stood four to four, the question being whether the Board would go back on its

resolution of last November declining to permit members of the Federal Reservs
System to have any more branches outside of the city in which their head offices
were located. Finally Hamlin produced a compromise which he said he would vote for,
to the effect that the resolution of last November would stand unless the Superin-
tendent of Banks in the state sffected would certify, and the Board should agree,

that the public convenience and necessity made branches outside of the city neces-

gary or desirable.

Work on the building has gone forward excellently. They are setting tie
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3 Benj. Strong, Esqg. 4/22/24.

RESERVE BANK OF NEW YORK

¢age work on one of the typical floors. They are building the entrance lobby.
They have practically finished the west banking room and are beginning the ceiling
in the east banking room. With the scaffolding down, the west banking room seems
a brilliant success.

The Congressional inquiry about the building seems not to be coming for-
ward. Al least nothing has been said by the Banking and Currency Committee since
the Board sent in the figures to them about three weeks ago, and Eddy thinks that
the submission of those figures will end the matter.

With regard to officers' salaries. I talked the situation over with Mr.
Miller in Washington and found that he was not inclined to do anything further
himself on the matter, preferring to let the initiative come from Mr. James. As
far as I know Mr. James has taken no steps in regard to it, and yesterday was
married to his stenographer, and according to the newspapers, has gone off for a
month's wedding trip in the South.

I am enclosing a cut of our building which appeared in a real estate
magazine recently, illustrating an article taken from my annual reports. You might
like to show it to some of your friends.

We have noted all you said about the German bills, and I think that we
made it perfectly clear to Mi. Warburg that our position on them simply was that
they wers technically eligible ;nd that we would be disposed to buy them, along

with other bills, whenever we were in the market. I think he has made our position

entirely clear to the members of his syndicate which, by the way; wa8 & great suc-
cess. He has about twenty of the best banks here and in other cities, all of
whose applications he cut down to 40 per cent. of the amount they asked for, in
reducing the total amount to $5,000,000. I hope no misrepresentations will be

made on the subject. As yet I have not seen anything at all about it in the

papers.
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RESERVE BANK OF NEW YORK 4 Benj‘ Strong, an‘ 4/22/24'

o

I note what you say about gold. Nevertheless it continues to flow in
steadily.Up to April 19, $26,000,000 had come in through New York and $8,000,000
was reported en route from London.

I think that this about ends our news here.

#ith best regards,

Sincerely yours,

. {) - an
Benj. Strong, Esq., g
C/o James A. Logan, Jr., Rsq.,

7 Rue Monsieur,
Paris, France,

P. S. Mr. Case has juét called me up and said that the committee haa

finished its deliberations, has voted to incresse the amount to $250,000,000 and

to reduce the buying rate to meet the market with a view to gradusl accumulation

up to the maximum amount agreed.upon, the understanding being that when this amount
is reached the committee may meet again and consider a further increase up to, say,

| $300,000,000. He said thatlir. Winston was at the meeting as well as Governor

Crissinger and Mr. Miller, and that Mr. Winston, after consulting with the secre-~
tary, reported that he had ﬁokobjection. He also says that Mr. Miller said that

he hoped, after meking. thie decision. to accumulate up to $250,000,000, that there

would be no suggestion of a revision of the rate, to which Mr. Case replied that

he could make no statement whatever on this subject, and Governor Urissinger said
that he personally felt that a revision in the rate was now in order.

Mr. Xenzel is feeling much better of late and has greatly breadened his
diet. But his doctor has told him that it is essential for him to get a rest

and s complete change of scene, suggesting a sea trip as the best thing for him.

He has, therefore, determined upon taking his month's vacation in the form of a
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#5 Benj. Strong, Esg., 4/22/24.

AL RESERVE BANK OF NEW YORK ...

month's trip to London and Paris, sailing on the Celtic about May 1 and rsturn-
ing either May 31 or June 1 on the Belgdnland. This, of course, is a purely

vacation trip, and he does not expect to talk with business people upon it.
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%é)Governor Strong May 22, 1924.

Won wr. ey

Here is Dr. Burgess's analysis of the

points made in Professor Bullock's letter to you

ot Junuary 10. S -—— |
o &1
| _. % N, ‘ifff
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FEDERAL RESERVE BANK

oF NEw YorRkK

IN REPLY PLEASE REFER

o ; . May 28, 1924.

Dear Governor Strong:

I am sorry to say that after racking my brains I‘have not been
able to think of anybody to suggest to you as a possible adviser for the
Austrian or Hungarian banks of issue. Such men as Blackett and Strakosch,

who would be ideal and of whom there are probably quite a number ia England,

do not seem to me to exist in this country. At least, I cannot think of
them. Among the economists Kemmerer has had the best practical expsrience,
dealing with banks of issue and currency systems. I do not know how strong
I would want to go on his advice except on theoretical questions.

The fact is, I don't really know just what the duties of the ad-
viser would be; that is, whether he should be a practical man or a theorest-
ical man. Case told me yesterday he was going to suggest Aiken, and he seems
to me an excelleni man~wpo combines good practical experience with at least
some contact with the theoretical side, and who is at present ffee.

Sincerely yours,

93 PRIES R

Benj. Strong, Esg.,
C/o Federal Reserve Board,
Washington, D. C.

PJ RAH
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Lo FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

Bnr RECEIVED AT WASHINGTON, D. C,,
s 2
NewYerk 104 May 29 /, s
Streng - MAY 89 1924
' : RECEIVED
care Beard Washingten /,/’ 3
Tetter excellent, Have enly ene suggestion of for, namely, insertien of words
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FEDERAL RESERVE BANK

oF NEw YorKk

IN REPLY PLEASE REFER
TO

June 21, 1924.

Dear Mr. Strong:

In connection with the letter which Mr. Harrisen is writing
for you on the subject of the Comptroller's charge for national bank
reports, he ssked me this morning to find out at what date we began
regularly to receive them. Owing to the fact that zll of the records
of thies department are on the moving vans this morning I have only just
now received word that we apparently began to receive them regularly
about January 1, 1917. As Mr. Harrisen left about half an hour ago I
am sending you this information in case it may be needed by you to
supplement anything he may have been preparing for you on the subject.

Faithfully yours,

feer A%L

Benj. Strong, Esq.,
490 Park Avenue, New York City.
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Y [Copy of handwritten letter to B. Strong from P.Jay, July 19, 1924]
S. S. "Minnetonka"
{) Dear Ben -

I've been carrying out your injunction to forget business ; enjoy
myself very completeiy thus far, + your basket of fruit + other things has
helped materially for the food hasn't been A 1 on this boat, tho' everything
else is extremely nice. I'm ever so much obliged to you for it.

The one thought of business which I have had has come from reading
S.Morgan's letter to you with its message from Hautain. I asked some-one to
send me a copy of your reply. Looking at it in the large, while I can easily
see how France had to do something of an emergency nature when the fec. got
below 3.50, I don't see how any of the Allied countries can Justify a big
permanent stabilization programme till debts + reparations are defined +
dealt with, + the results on their trade balances somewhat ascertained.

From the wireless messages that we've been getting it looks as tho!
Young was to take some important place + as tho' Washington was agreeing to it.
I'1l hear more definitely in London, but it looks as if Wash. were getting more
liberal in its attitude which is all totthe good. A real step in this direc~
tion, following the Dawes report, wd:. be a good political move, + put LaFollette
in a defensive attitude as to his isolationist views, Ishd think. It's high time
we had some positive rather than negative leadership on foreign matters.

I hope your roughness - in- the-throat is all over &ong ago,+ that
you won't have any more alarms this summer. I'll write you again after seeing

Norman et all. Yrs Pods
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Y [Copy of handwritten letter to B. Strong from P.Jay, July 26, 1924 ]

Fleming's Hotel 9+10,Half Moon Street
L1+42, Clarges Street, Mayfair, W.1l.

Personal file July 26-

Dear Gov. Strong,

I have your letter of July 14 asking me for a memorandum of my report
to the Directors, at a meeting shortly before I sailed, concerning your intention
of borrowing a considerable sum of money for a short period in connection with
changing some of your investments. I did not ask the Secretary to make a
minute of it, or the Directors to take any action; but what I said was to the
effect that as it was a rule of the bank that clerks and officers should not
borrow money without reporting to the Governor, now you, in changing some of
your investments, found it necessary to borrow a considerable sum of money for
a short time in order to facilitate the transaction, and that you had asked me
to report this to the Directors in case they should have any comment or objec-
tion to make regarding it. They appeared to regard the transaction as ordinary
and proper, for no one made any remark concerning it and the meeting then
adjourned.

Trusting that this will cover what you have in mind, I am
Sincerely yours

Pierre Jay
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[Copy of handwritten letter to B. Strong from P.Jay, Aug.3,192L]

Hotel 8storia, Rue Royale
Bruxelles, August 3d

Dear Ben+

A couple of days ago I spent an hour or more with Dr. Vissering in
Amsterdam. He inquired particularly affter your health + sent his best regards.
He was starting the next morning on his vacation, having been under a great
strain recently on account ffrst of his wife's death + then of the Rotter-
damsche affair.

The latter had all blown over now, he said. The other banks, he said,
were a bit jealous of the R.B's rapid expansion, + not sorry to see them come a
bit of a cropper. They had expanded very rapidly + grabbed for other bank's
business. I saw a huge building of theirs in Amsterdam, + a very large one
(not yet finished) in the Hague. I expect they were a bit over expanded like
the Guaranty with us in 1921.

Vissering said confidentially, that Hautain had been to see him recently
+ was anxious to develop more relations with the Amsterdam mkt. There was no
money mkt in Brussels + he was dependent on the Paris mkt. He disliked Dbeing
so much tied up with Paris; + when he goes to see Robineau, R is very polite but
H. can't get over the feeling that R. considers him about as one of his branch
managerst

I asked after Teilingen[?] V. said he had now retired + was succeeded by
a very good man. I asked if he retired on Pension. V. said no, he didn't need too,
he had made much money - too much. He said that he, V., had shipped a great deal
of gold to Java on balance, the J.B. being a sister institution; and that T. had
kept biiis gold intact but had sold most of the gold he had previously held +
at a huge profit, something like 25 million gulden, out of this prdfitt” the bank

had pd a divident of over 100%, and had also pd huge"”tantiennes" which I under-
stand to be "managers profits", T's being 800,000 gukden. This had raised an

inquiry in the gov't, + the tentiennes were being rearranged in some way, so that
L 4
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[P.Jay to B. Strong, Aug.3,1924 continued]
T's was being reduced to 650,000. But V. said T. was more of a private banker
than a central banker. He must have some McDougal in his makeup!

As to serious things, V. said he didn't believe Sweden could swing
the gold convertibility of her currency,+ was having to draw heavily on her
N.Y. credits. He,V., had no intention of taking any step in this direction
ahead of the procession. He thought England wd have a hard time resuming gold
payments due to the huge interest payments to the U.S. He wanted to know what
our policy wd be,+ I felt I could not be very definite about it, except to say
that we would have to be guided largely by home conditions. He said that he did
not think much Dutch money was going to London to take advantage of the higher

rates there; but it was too early to say what might happen.
Avug.11

I stopped here, before closing, 1o put in a word of my visit to
Hautain 4 have never stopped long enough to put pen to paper since. The
last few days have been spent with the S. Morgan,s moforing in S. France.

There was nothing to report from my call on Hautain. He was very
rushed + I hadn't much time,+ he couldn't speak much English nor I much French.
He didh't strike me as a man of much mental calibre. I spent a few minutes
with Jensen who spoke fair Engldsh.

I was mighty sorry to hear from Burgés§’ | that Case came back with
tonsilitis + was out a weék“ I hope it didn't press you. I gather from his
cable agbout rate that he's back again on the job.

Hoping you're keeping well, + with best regards to all,
Faithfully yours

Pierre Jay
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Federal Heserve Bank

New York, W. Y,
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[Copy of handwritten letter to B.Strong from P.Jay, August 23,1924 ]

Grand Hotel de la Poste, Rouen
August 23d

Dear Ben-

I got your letter of the 5th a few days ago on returning from our week
in the South of France with the S. Morgans, and as I'd already left England +
Belgium for good I thought I should telegraph you at once. Many thanks for
your return message.

As to the gold of Chechbslovakia, I went thru' the vaults with Jansen[?]
* saw, each in a separate vault, (a) some Belgian coin in bags, (b) 6 billions
German paper marks retired after the armistice (c¢) some gold they were holding for
a foreign country; I couldn't swear it was Cz.+ etc but think it was, not knowing
that we were likely to become interested I didn't pay much attention to it as I
had but little time. But it requres 2 people to get into that vault (+ the others
as well + one requiring 3 people) and there was no doubt that it was in a sep-
arate vault, + entirely by itself. I do not however remember any marks on it
saying that it was set apart for account of any lender.

As to the matter between Norman + Woodward I had never heard of it and
doubt if you get any action seon as N. is on a vacation, as I wrote you. I

gathered he was going somewhere in Savore.

I'm glad to hear that tﬁe protest matter is settled satisfactorily,+ am
wondering if Curtis is out of it altogehher?

I'm sorry to find that my steamer (Pittsburgn, White Star,) doesn't sail
121l the 6th instead of the 5th as I was informed in N.Y. + probably will not get
in till the 16th instead of the 15th as I had expected + been told in N.Y. she
would. I'm sorry thus to be a day late, but at this rush season it would be next

to impossible to change.
Paris - Aug 26

Yesterday I had a half hour's chat with Logan + he told me about the American

appointments under the Dawes plan which I'1l retail to you when I return. He has
itized for FRASER
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COPY

+

Paris, Oct. 17, 192§

Dear Ben -~

I started sometime ago to answer your letter of Sept. 4th and got
involved in writing you in a rather cryptic way some of the very con-
fidential sidelights on happenings here which I have been hearing and
absorbing. Then a spell of being very busy intervened, and now as I shall
see you so soon I've decided to wait till I can see you, as its now all
old stuffy anyhow -- tho' interesting still, I believe. It all relates to
three friends of yours -- Plodge, Monsieur and a Banker with whom you were
formerly associated in the old Co.

I was mighty glad you went to Colorado for a month, tho' Case in a
recent letter seemed to indicate that you were more poorly than your letter
admitted. But, at the best, it shows that you've still got your eye on
the ball and that's where we want you to keep it. I'm sorry you've had such
a hot and tiring summer of it. Why is it that our work is so tiring?

I hate to be away while the Pascagula case is on, as I'm interested in
that damm subject, as you know. But as long as G.L.H. is back and on the
job, we have someone 1,000 times more use than me, so I'm feeling happy on
that subject, both personally and officially. It is fine that he made such
a good recovery.

I've been having a most interesting time with Young and am greatly
obliged to you for your part in arranging it. I haven't been able to contribute
much, but was asked only to look after a very small end of it -- the receipt
and payment of money. Of course, I have absorbed a lot about the plan and its
ramifications. I wrote Crissinger a long letter a month ago, of which he sent
a copy to Case at my request, and I've no doubt Cissent you a copy. I enclose
a copy of a second letter I'm writing today that I think gives all the news
that's "fit to print" in a confidential letter. As I've already indicated, I
have quite a little more for your private ear.

I hope you are already back as you indicated you would be by this time; but
Case's letter speaks of a stay in C(olorado) for a few weeks "to get rid of a cold."
I'm sorry if you found you had gone back more than you thought. But whatever it
is, I'm sure you'll get oh top of it again, as you always do.

With best regards and looking forward to seeing you soon in A-1 condition.
Faithfully yours,
(signed) P. J.

P.S. I expect now to be here till 26th then 2 days in London and sail
"Majestic" Oct. 29, arriving on Election Day.

»
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oF New York ‘. d

Dear Governor Strong:
I am going to write briefly of a number of differeﬁfk&éings, just as they

come into my head.

(1) I presume you saw in the Times on January 19 that the post

had decided to establish & rate of 4.87 for sales of postal money orders on Great
Britsin, beginning January 22.

(2) The executive committee of the Federal Reserve Council are meeting
here to-day to express an opinion to the Federal Reserve Board in regard to the
McFadden bill.

(8) I went up to the Tuesday job meeting yesterday morning to get & num-
ber 'of matters setiled up with the architects, and both Mr. Ssilerand I felt that
very satisfactory progress was made. This did not, however, relate to the Abell
metter about which you left me a memorandum.

(4) Ve have not had resolutions of appreciatgon made for Messrs. Smith
and Stevens. The only director for whom we ever passed such & resolution was Mr.
Peabody, and my recollection is that the resclution was a personal one rather than
an official one. Both you and‘I have written appreciative le£ters to Messrs. Smith
and Stevens. I wrote on behalf of the Board. It seems to me that we really could
not do anything more.

(5) Progress is being made on the Hamilton matter, and I have no doubt
that it will be successfully settled.

(6) Mr. Caee and I had two of the lunches with New York City bank
officers and intend to have them every Tuesday and Friday until they are finished.

Thus far they have been most satisfactory. To-dey Messrs Sailer, Harrison and

Kenzel begin weekly lunches for vice presidents of New York City banks, taking
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Dear Governor Strong:

A friend of mine sent me a copy of "The New Statesman," from which
I am sending you an interesting page.

I am glad to say that yesterday Reeves made real progress in the Bay
Ridge National situation by getting the existing president to become chairman
and by getting them to accept a man suggested by him as president. This new
men is an experienced Canadian banker who has been acting as inspector of Latin-
American branches for the National City Bank but resigned a few months ago
beceuse (it is said) he did not like traveling in the tropics. Chapin was with
him 211 yesterday when he put this through. Reeves is now turning his atten-
tion to the Fort Lee situation which, a8 you know, is a Witham bank.

Sincerely yours,

Benj. Strong, Esq., ‘ LLL&XZ?Q&«l//

c/o The Breakers,
Palm Beach, Fla.

Enc.
PJ/VR
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Dear Governor Strong:
I was very much obliged for your message regarding the visit

- 5
17

of the Deutscher Bank people, and read it to our officers council this
morning. As a matter of fact I do not think the subject was discussed

at =

j—
f—a

our lunch, which was very pleasant snd informal and of s

purely personal nature.

I am enclosing copy of an article which appeared in the Journal
' Commerce this merning. I suppose they refer to the little investment
made last summer by the Bank of England. The Federal Reserve System
geems to furnish & good deal of copy for the Journal of Commerce, does
it not?
Hoping you are having a good rest,

Sincerely yours,

Benj. Strong, Esg.,
C/o The Breakers,
Palm Beach, Florida.

PJ/RAH
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Desr Governor Strong:

I am afraid there is not very much to say except to thank you for your
telegram about the annuel report, the status of which is this: Burgess has been
in Washington yesterdey and to-day and has gone over the wﬁoie‘thing with Stewart
and Miller. They have made some suggestions; Stewart of a deiﬁiie%‘nature,

N T
Miller of & broad nature. Burgess is endeavoring to make little changés:

and there which will embody their suggestions and will be here to-morrow to go

them over with me. I gather from his that their attitude is not to attempt to

‘dictate about it but merely to make them as suggestions to me. At the same time

I shall have your suggestions. Then I think we can get down to a finish on it.
I am delighted that you like it in its present form.
Case and I are arranging to be in Washington Saturday morning to talk

to the Comptroller about the nineteen benks. In the meantime, good progress is

being made in several of the worst of them.

We had Krech, Loasby, Frew and Schaefer in to lunch to-dsy. Krech was
most enthusiastic about the simplicity end restreint shown in the building and
they were all very keen atﬁﬁt\it from every point of view. You have doubtless
seen pictures of the new building that Trowbridge and Livingston are preparing
for the Equitable Trust Building on the site of the Mills Building; 34 stories.

Harrison, as you know, is in the South for this week, and at our sug-
gestion is planning to drop up to Atlanta on his way back and have a little chat
with them about some collection matters which have arisen. He will be back about
llesnesday or Thursday of next week.

Mr. Charles Smith stopped in to-dey just to pass the time of day.

I presume that you are getting regular information in regard to meney
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conditions so I do not mention them.

of England to give us some information about the bank.

Sincerely yours,

e

Benj. Strong, Esq.,
C/o The Breskers,
Palm Beach, Florida.

PJ/RAH
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Thanks for your two telegrame received this week. The officers were

Dear Governor Strong:

ceutioned regarding discussing the Reichsbank with thé Deutsche Bank representa-
tives, but the matter never came up in any way at our lunch, which was very
pleasant.

With regard to the report, -your fiery telegram showed that the Southern
climate ﬁas not de-vitelizing you. I hope you won't have any need to adopt the
course you suggest. Burgese spent two days with Miller and Stewart and came back
on Wedneéday with a dreft which was slightly changed here and there but, in my
opinion, much improved. The only thing they wented to omit in toto was the last
page of our reserve bank policy where we talked about the poesibility of a re-
distribution of gold and about the automatic element which free gold movements
would introduce into the exercise of judgment and discretion in determiqing
Federal reserve policy. I am quite ready to have the latter go overboard, but
I am thinking about the desirabili£y of retaining the former in some changed or
amplified form. I understaﬁdlﬁhat the Board itself is going to discuss the |
whole subject quite fully.in ite report. Stewart is inclined to look upon the pres-

ent export movement as temporary, and thinks we will have a net import for the

. year. Without attempting to analyze the situation (if indeed it can be analyzed

in advance) I am inclined to agree with him., I have not received your comments,
although they may have come in this morning to the office. I am working at home.
Stewart told Burgess on Tueeday afterncon that we could go shead end coneider
the report accepted. Yesterday he seid over the telephone that he hesitated to

assume this responsibility in view of the unusuel nature of our report. He thought

p://fraser.stlouisfed.org/
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Benj. Stroéng, Esg., 1/31/25.

that #t should be presented-in rather a formal wey to the Board. Be shall,
therefore,send it to him in galley proof on Monday or Tuesday. I do not antici-
pate any trouble.

I have your letter about the visiting bankers, from which I gather
that our minutes go forward te yéu &8 they are typed and before they are approved.
In our minutes, a& we approvéathem, the reference to lunch wae omitted and the
figures given by Mr. Barrows were entirely erronecus. If all the country banks
should come in, 850 in all, the cost for lunch would bte $850. As to seeking the
permission of the Federal Reserve Board in esdvance, our minutes show that we are
all in entire agreement with you. As to telephoning them sbout it for their in-
formation, we are working on & plan for dealing with that aspect of it which I
t*lnb will avoid any difficulties on either side. We shall not be able to bsgin'
our country bank parties until after you come back. In the meantime we are going !
ahead with the city bank parties, four parties a week. Case end I are teking the
presidents and chairmen in groupe of four, and Sailer and Kenzel the vice presi-
dents in groups of twelve to fifteen. It will be another fortnight before we

W b‘/\f7“4«

are finished. "‘"M W /’/ﬂ

Case and I were plannlng to be in Washingten to-dsy to go over the nine-
teen banks with the Comptroller, but he had to go out of town and sent word ﬁhat

he would be in New York early next week so we can see him here with Reeves, which

is al1 the better. Reeves could not get away just at this moment beceuse he is
in the midst of the Bay Ridge situation, which is very tad. In this particuler
inetence there is no case of deley. He readthem the riot act last June and gave

them six months to perform in, submitting him monthly statemente., Unfortunately, »

their performsnce was very slight. He is now going to the met with them. Qru7%£:;26h7 '

Two or three days azo Mertin of St. Louis wes in, aslso two directors

|

, \

of the Dallas Bank. They had all been before the Eoard with regard to salary ‘
|

|




#3 Benj. Strong, Esq., 1/31/25.

FEDERAL RESERVE BANK OF NEW YORK. . ...

8.,
;djustments which the Board had declined to approve. In the case of St. Louis
the Board even went one further, and proposed to reduce the governor's salary by
$5,000. Martin gained a very definite impression that Genefgl Lord wage interest-
ed in the operations of the Federel reserve banks and anxious to get his hooks

on them with a view to producing more earninge for the Government. Martin also
gained the impression that President Coolidge was very sympathetic to this point
of view.

At our meeting on Thuredsy the spplication of the Bank of Poland to
open an: account with ue came up, and it was thoroughly discussed and epproved.
During the course of the discussion the "exclusive" question arose and Young
made a very interesting point against it, sntireiy without reference to competi-
tion with member banks, that our conditione were entirely different from fhose of

the Bank of England. There they had a homogeneoue population and a bank which

was an accepted part of their economic life. Here we have a hetrogeneous popu-
lation and a bank which was distinctly on triel. If we should attempt to get
the exclusive agency of the Benk of Poland and there should arisevcome crisis
in Poland in which the Bank of Pol&nd'might Seek aid and qredit from us which we
felt diesinclined to grent, it might cfeate a great reaction egsinst us smong our
Polish inhabitants which would react very btadly on us politicelly. The same thing
would be true of the Itelians, fHlungarians, Russians, etc. Mr. Young, therefore,
thought it very desirable that these banks should have other accounts besides
ours from whom they could seek credit, so that in case of a ?Eﬁgﬁggizéf credit
the entire %pprobrium might not be cast on us.

At lunch vesterday we had Swenson, Mitchell, Alexender and Reynolds.
Case tells me that he was walking afterwsrds with Mitchell and Alemander and
Mitchell egain btrought up the guestion of our accounts from foreign banke of

issue, and asked Alexender what he thought of it. Alexander said that he was
entirely in favor of it as long es they were not exclusive. As we were walking
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into the Nassau Street banking room Case &sked the visitors to stop and read the

inscription. Whereupon Mitchell turned to me and eeid facetiously that he thought

we had left out one important element that we were serving; namely, "the foreign

banks of issue." That party went off very plessantly with no diecussion of our

open market operations. At lunch we asked Mitchell about the prespect for foreign

loans during 1925. He went around the circle in Europe =znd expressed the view

that they would not smount to moré than $250,000,000 as he now saw it.

I was glai to_lesrn from your postal that you were doing lote of loafing

and not much work. The evidence seems rather conflicting. I asked Miss Small

yesterday if she had heard anything from Miss Eleecker. She said, as I remember

it, that che had had one letter but that Miss Bleecker did not have much,time for

writing.

I have said nothing about money conditione s I assume you 'are getting

daily detailed reports on those.
Hoping you are continuing to heve & good time, I em,

Fgithfully yours,

M\

5

Pierre day

Chalrman
/?JC ;%Léa CZZQ&;/ o ,¢>~c—) O
Benj. Strong, Esq.,/-7h ;
C/o The Breakers,
Palm Beach Florida.
’
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B.ﬂj. Strong, Elq.,
C/o The Breakers
Palm Ceach, Floride

Pind Abell's memorandum not malled Sacurday. Stop. “ill be resdy #ith
definiie recommendation for your decision on your return. Stop. Abell
elready st work on Equitable Trust job so hie situetion ie not proselng.

Pierre Juy

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



1 40M 1-2a
RAL RESERVE BANK

(4 EW YORK
p3/;

Pederal Reserve Bank SENT BY b SEND To FILES

i" < n/ 7
COPY OF TELEGRAM Va3 |

Benj. Strong, Esq.,-
C/o The Brezkeors,
Palm Beach, Florida.

Your number 8., Ne information given Warburg but he himself suggested

undesiracility of discuseing topice relatins to sterling and gold and

we heartily concurred.

Pierre Jay D
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THIRTY THREE LIBERTY STREET
NEW YORK

ACK NOWI EDGED
MAR 18 1925

March 17, 1925.
RS ’

Dear Mr. Strong:

Mr. James Byrne has proposed and I have
seconded Mr, Owen D. Young for membership in the
Century Club. Would you feel inclined to write a
letter on his behalf to the committee on admiesicns?

P 80, Mr. Byrne and I would appreciate it greatly.

Sincerely yours, -

Benjamin Strong, Esq.,
33 Liberty Street, New York.
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FEDERAL RESERVE BANK

oF NEw YORK July 3, 1925.

a

Dear Governor Strong:

Burgess and I have just returned from three days in Chicaco discussing
bank and public relations work with the Chicago, Kansas City and St. Louis banks.
Wills could not come, but I spent four ﬁours with him in Cleveland Sunday morning
on the way out. Chicago has been doing some excellent bank relations work and has
the fremework all started for a general programme of educational work by the member
benke, each in its own community. St. Louis is fairly well organized, but Kansas
City is poorly orgsnized with only two men to travel that vast district, and these
two are under some assistant cashier who does not give them much supervieion. I
will send you a copy of the minutes of the meeting in a few days which will tell
ite own story, and therefore, will not go into any details here except to say that
Traylor is going to make a speech before the Montana Bankers nésociation in about
ten days and has agreed to talk about the value of the British return to gold and

our perticipation in it, and the Chicago bank ie going to try to get wide circula-

"tion for his speech by way of quotations in the papers.

I had a bully talk with Traylor. He gave me a copy of an interview that
he had granted to a friend of his on some St. Louis monthly paper which was to

have come out in June, but he said that thepiece was not used in the June issue

end that we might use it in any way we like. We are now cooperating with the

Chicago bank to see how best to get some publicity on it. I send you a copy here-
with.

Inasmuch as I beljeve it was Traylor who largely inspired the A. B. A.
resolution of last September, this statement of his is most encouraging. I think
that now he is 100 per cent. with us and ready to be as helpful as possible in the

way of telling people what the System is really trying to do.
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I also had a talk with George Reynolds who has recently been out in Iows
and made a vigorous and frank talk on Federal reserve matters to the Iowa bankers,

of whom about 800 were present. He talked without notes so his speech is lost, but

evidently he talked right from the shoulder and got & splendid reaction. Incidentally

he ie very enthusiastic about the prospects for the corn crop in Iowa, as the condi-
tion is not only very good but it is from two te thr?e weeks earlier than last year's
crop, and if no mishaps occur thies means that ?gﬁgi;Zggztggzzature before the frost
cen get it. A good corn crop at good prices would solve many difficulties in Iowa
and other mid-Western states.

I also had a good talk with John J. Mitchell who was most frisndly. I
asked all of these three if there had been any criticism of the Bank of England
matter. They said that there had not except that there had been some talk in the
papers about our not heving gotten a commission the sesme as the banks did on the
Morgen credit. I explained the reasons, also eaid a word to each elong the line of
the importance to Great Britain of having the Federal Reserve System linked up with
the operation, which they seemed fully to appreciate.

Burgess and I were both enthusiastic about the time we spent in Chicago,
and feel that we should do more travelling about st the earliest opportunity.

MeClure invited us to have a-meeting of our relations committee in Kansas Oity in
September if it can be arranged; end we are planning to try to do so..

With respect to the Ayres idea in regard to the charter metter, I discussed
this fully with Wills, McDougal, Heath, snd yesterdey with Owen Young. All seemed to
be enthusiastically for it.

Heath was at the opening of the St. Louis reserve bank the other day. As
you know the St. Louis Bankers Club gave a big party and invited in all the bankers.
About 300 to 400 came. In the afternoon they were teken on & bost on the river to
the Jefferson barracks. During this boat trip Governor “rissinger was asked to

address them and, incidentally, spoke of the Bank of England tranesction. Heath (I

igitized for FRASERLNk; it was Heath) said that the Governor did not make a very good fist of it. He
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#5 Benj. Strong, Esq. 7/3/25.

seemed to be a little on the defensive and did not seem exactly clear as to why it
was legal or just how it would be used.

Crowfler has written Snyder that he intends to write a couple of articles
for Collier's on the Federal Reserve System, and wants to talk the subject over with
him soon.

This morning Assistent Professor Beckhart of Columbia formerly in our
statistical department) is spending some hours with Burgess talking over a review
he has prepared and is about to publi&,concerning Federal reserve policy in 1924.

It was a very poor and superficial article. Burgess, who now has him out to lunch,
tells me that Beckhart is very sympathetic to our pointing out its defects, and we

hope that we shall get something sound out of it.

Incidentally, I learned from McClure that the Kansas City Bank supplies
lunch free to all its employes. They did this by adding $100 worth of tickets to
the salary of each employe. This, at the rate of, say , thirty to thirty-five cents
a meal, just about works out even. All employes are required to lunch in the build-
ing.

Case is leaving to-day for his vacation which, as you know, is going to be
interrupted by & week's trip to St. Paul with McLaughlin to attend the State Bank
Supervisers' meeting at the end of July. Case is going to make them a speech.

I understand that someone is sending you Willis's article and the Whaley-
Eaton sarticle on your European trip. They tell me that none of the other papers have
mentioned it at all. Case told me that in discussing the Willis article with the
newspaper men the other day one of them volunteered that it was rumored thst there
were some changes in prospect at the Journal of Commerce office.

Our directors' meeting yesterday was a very quiet affair.

These seem to be about all the things I can think of outside of the
routine letter which I understand Burgess will be writing you to-day.

You may be interested to know that during this past week we have had four
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FEDERAL RESERVE BANK OF NEW YORK.. .. . #a Benj. Strong, Esq., 7/5/25~

out-of-town bank directors iq’out of our 6,000 or 7,000 invitations sent out, so
the Officers' Council have suthorized the mailing of the other 2,000 or 3,000

invi tations.

Hoping you end Stewart are having a fine trip, I em,

Faithfully yours,

fu,‘,‘uj/&\/

Benj. Strong, Esq.,
C/o Bank of England,
London, E. C., England.

enc.

O Jate
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OUTGOING CABLEGRAM

July 7, 1925

Bank of kngland

London

#20 STRICTLY CONFIDENTIAL FOR GOVERNOR bTRONG‘

Referring to my letter of Junme 29th Wills, Heath, licDougal,
Harrison and Owen ioung all favor idea provided assumption
is correet that recharter will be up for consideration
next wintér,stop Idea has not yet been discussed with

others.

Jay
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L) OF NEW YORK
N July 10, 1925.

Deuar Governor Strong:

I am ever so much obliged for your prompt eable reply received yester-
day to my letter about the A. B. A. and the re-charter guestion. I am glad you
like the idea of charter renewal without amendment, and apparently the only dif-
ference between us is the question of the imminency of the agitation for charter
renewal. That, of course, is a question which it is difficult to ascertain in
advance of the assembling of Congress. I am in complete agreement with the
policy indicated in the last paragrsph of your cable about consulting the legis-
lative committee and about our assuming no responsibility in the New York Bank.
As = matter of fact we have discussed the matter only with the people whose names
I wired you pending receipt of your views. Yesterday afternoon Burgess, Harrison,
Owen Young aﬁdAI spent half an hour discussing the situstion in the light of your
cable. Harrison and I are expecting to be in Washington on Wednesday, July 15,
and wiil discuss the idea with Crissinger and with Seay if we can get him to come
over, Seay can then discuss it with his committee if he so desires. We thought
also it might bs well for hi& to sound Glass upon it.

It seems to me that the idea is & valuable one for the A. B. A. to
enunciate whether or not they decide to ask for action at the coming session of
Congress. I think you will agree to this. Young feeis that the coming session
of Congress will probably be the most favorable opportunity we shall ever have
for bringing the charter matter up. He bases this on the generslly conservative.
nature of the incoming Congress, but more particularly on the conservative state
of mind of the country at present which he thinks may not last very long.

Nature is helping greatly. Loy Young says conditions in Montsna are

! unbelievably good if they only hold. Conditions are also good in linnesots and
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;ge Dakotas. George Reynolds told me he had =eldom seen such corn prospects in
lowa with the crop from two to three weeks earlier than last year's crop. I am

‘ sending you some clippings from this morning's Times which deal ‘with £his situa-
tion. Of course, these prospects may all vanish in the next few weeks if we have
bad weather. One of the clippings I send you indicates a pessible change in
;ttitude on the part,of Brookhart. As you know LaFollette and Ladd have both
died. McFadden's little episode has at least kept him from making his string
of speeches before banking associations. The breaks seem to be comiﬁg eur way -
if we do not mske any ourselves. I am glad to say that the talk about the A.P.C.
matter seems to have died down, at .least as far as the papers go.

Traylor, from being our .nrdént _critiq at the A. B. A. convention last
September, has become an ardent supporter.. l.sent you a copy of his article for
the St. Louis magazine which is soon to appear. I am asking Dr. Burgess to send
you under‘separ&te cover, ag I am writing from my house, copy of the speech
Traylor will meke to-morrow at the Montana Bankers Association. Burgess preparéd
pages 5, 6 and 7, for him while we were in Chicago. If we can get Chicago and
the West praising us and New York kqocking us we are certainly sitting pretty.
Traylor is ready to fly at i£ with heavy gloves, light gloves, or bare fiste any
time.

iillia has just written a most disgusting article in Burroughs Magazihe
which is so full ofAhalf-truthS;.Lﬁ&mank%x misstatements, and general mental
crookedness that when you gét évér being ﬁad about it you can't help feeling
pleased that he has written it. From somewhere if we have success there will be
a good sharp reply. |

Now I can see that I heve drifted from the re-charter matter into the
byways, and I want to come bsck to it before closing. There really isen't much

ore to say at the moment except thaet we shall endeavor to institute some Jjudi-

m
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!
.

N

flous inquiries on the subject of imminency during the coming week, snd before
July 20, when Ayres and Lichtenstein are to meet with Woollen in Indianapolic to
present their preliminary report.

Faithfully yours,
L 5
?'\LA/\%L,’

2, Esq.,
England,
Lemdon, ®. C., England.
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FEDERAL RESERVE BANK

ofF NEw YORK July 17, 1925.

Dear Governor Strong;

I have received your two letters of July 6 and 7, one written longhand
from the boat and the other typewritten, the first giving something of your
itinerary and the second asking us to take on an additional "little bit of work."
We will take it on all right but your definition of it does not do credit to
your usual accuracy.

In the earlier letter you esay that your vigit to Berlin "will be quiet,
no fues nor publicity (we hope)! Burgess has probebly written you telling you
about the publicity which came out here/througb Berlin/with regard to your trip.
It is quite obvious that you can't travel without publicity, and Burgess and I
both blame ourselves for not heving realized thie snd urged you to deal with the
situation before you left.

Burgess is writing you about the subject of our recent cebles regard-
ing rete discussion, etc. I am only writing a few lines to tell you a little
more of the progress of the A. B. A. report matter. I went to Washington
Wednesday to talk with Govérngrs Crissinger and Seay on this subject. OSprague
and Harrison slso were present. The first two agreed with you and Stewart that
the subject of re-charter is not absolutely imminent and that we will be in a
better position to desl with it three or four years hence from the System point
of view. Sprague, on the other hand, is very strongly impressed with the de-
sirability of dealing with it thie coming winter. Harrison elso le%is somewhat
to this view, starting, however, from the other premise. As a result of it all
I have tranemitted these various views to Col. Ayres for his gﬂg\information,

and Burgess has sent him the enclosed dreft of a possible report or minute to

be adopted by the 8. B. A. at its convention in September.

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




FEDERAL RESERVE BANK OF NEW YORK..._ .. 2 Benj. Strong, Esq., 7/17/25-

I understend Ayres is going to have a meeting with Woollen and
Lichtenstein on Mzgaay to discuss the whole subject. I_made it perfectly clear
to Col. Ayres that this is his idea and this is the A. B, A. responsibility, not
ours, and have suggested to him that he give full recognition to their respon-
~sibility and that they should take advice as to their course from people ex-
perienced in legislative matters like Glass and others.

With regerd to paragreph 7, pasge 3 of your letter of July 7, I am
enclosing, if it cen be gotten in time, an article in the Tribune whic¢h recently
appeared on this subject. Young has & very high opinion of Auld who was chief
accountant of the Reperations Commission for several years, was detailed by
Young to set up the Agent Genersl's accounting system and organizetion last
September, and is now a partner of Haskins and Sells. I have not read the
article myself, but heard Young speak of it in very high terms a few days ago.

Peple is coming over from Richmond next week to spend ten days or so
helping us on some of the educational work.

Hoping that all goes well with you, your health, and your party,

Faithfully yours,

Benj. Strong, Esq.,
C/o Bank of England,
London, E. C., England.
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FEDERAL RESERVE BANK

., . IeP BEwW Yo Rk July 28, 1925. el
: 5"30 ﬂ

Deer Governor Strong:
Your telegram from Bruessels has just arrived and is being de-coded.
Sailer and I have read encugh of it to justify our telling Miss French not to
work overtime on it because she wae down with some of her essistants until nine ]
otclock last night getting off our cablegrsm to»you. From what we haveread of
I your incoming ceble it is apparent that you have attached more importance than
we had snticipated to my cable inguiring about the poesibility of & rate redue-
tion in London. There has, of course, been considerable discussion of it in the
papers but & telk that Kenzel had recenily with Mr. Duis of the City Bank made
us feel that we should cable you what he reported and ask what your views were
cable as we tried to céver the sgituation pretty fully. |
I understand‘that Herrison wrote you to-dey but do not know what he

|
\
on the subject. I do not think I need to repeat snything we said in yesterday's k
i

wrote you sbout &s he left & bit early.

X This is té acknowledge your letter of July 11 written from Berlin, giv-

ing sn sccount of your trip there and your various interviews with Schacht,

Gilbert et al. If the papers had reported only the substance of whet you and

Norman gave out everything would have been all right but, of course, a&s you have 1

seen from the clippings here, the German papers as well as ours have been fuli

of gl11 kinds of surmises. ! |
Mr. Ochs of the Times wae in here a fortnight ago to look esround the

building with 2 party. He said among other things, "Wie are sll very anxious to w

kncw whet Governor Strong is doing in Berlin.™

You must have been hitting a great many high spots so far, and we shsall

look forwsrd with grest interest to your sccount of them which we understand from |

your cable has just been mailed.
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There is not a great deal to say in the bank. The work on Harrieon's

investigation skeleton is getting undér way and we are tﬁing to formulate our 3 ¥
public relations work, but with great difficulty owing to the vacation period.
 Te are not trying any article on the Banl.c.of England matter 'o"th‘er ‘than Traylor's I
because we sre waiting to see whether this gets any notice in the asgricultural
pepers. Winston has seid he would try his hend at something on the fiscel
agency work, |
. Seay has just sent me copy of a speech he made which seema to go i:q%a
' the question .o:f‘ the McFadden bill, contrary to an understanding which I under-
‘-Bfé'tao-od you had with the members of yo‘ﬁr committee. I am enclosing a.} copy of
it.

Regretting that I do not seem to find more of interest to write you, I )
am, with best rega.rds,

Sincerely yours,

a 3 . ¥ |
in five or six weeks, en average of a.bout one half&a day. So that da.ﬁger i~s ﬁqfhfl__& 'u

menacing st present.

Benj. Strong, Eeq.,
¢/o Benk of Engla,nd,
London, E,C., Englend.

py/man




FEDERAL RESERVE BANK

OF NEW YORK

July 31, 1925.

Mr. Benj. Strong,
c/o Bank of England,
London, E. C., England.

Dear Governor Strong:

Burgess and I spent & morning at home talking over and trying to
plan out some work of an educational nature. We are working along & pumber
of different lines, one of which I want to mention to you. It is a good deal
essier to get newspaper notices about what some important indivi 1 says than
about an article. .The subject we have partlcularly in mind is the Federal
reserve bank credit to the Bank of England. It has occurred to us that if a
number of people from different parts of the country who are now sbroad should
on returning include in the statements they often give out regarding their
trip, something about the British return te gold and our assistance in it,
such statements might be quite widely quoted within a radius of a few hundred
miles of their home town. Very likely you will run across some such people
on the other side, and might suggest this idea tc them if you think well of
it. I am hoping possibly Mr. McGarrsh may say something upon his return as
this would receive quite wide publicity on account of his being a director of
the Reichbank. If you see him again, perhaps you would discuss it with him.

With regard to the A. B. A. committee's report, I have no idea
whet will come out of it. Sometime about the middle of August, Ayres and
Lichtenstein are going to meet with Woolen and talk the whole matter over.
In the meantime, Ayres-tells me that Lichtenstein has written out a long
discursive report discussing eur policies and amendments, etc., and generally
pussyfooting on everything. I enclose copy of Colonel Ayres' suggested draft
of & report tagether with the alternative one which we prepared here in the
bank through consultation with Young, first in the form of asking Congress for
prompt action, and second in the form of asking Congress when the time came for
considering recharter to omit amendments. It was this latter form which we
suggested to Ayres after Crissinger, Seay and ourselves had suggested the in-
advisability of asking for ection this winter. I am alsc enclosing copy of
my letter to Colonel Ayres in regard to our attitude toward this whole matter.

Do you hsppen to know znyone or any library that has a large collec-
tion of the substitute money used in different parts of the country in 1907.
If so, would you please send me the name of the party or library.

I amigoing on my vacation tomorrow afterncon, Saturday, August 1,
and expect to be back in the bank on Thursday, September 3. Case returns
Monday morning, August 3. There is nothing speciasl for me to talk over with

S

Digitized for FRASER

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



- ||-E‘

ll' "i"iﬂ %E‘R‘AL RESERVE BANK OF NEW YORK ... a. Govemor Strong 7/31/25'

T

him that Sailer could not do as well, snd I find it suits my plans much better
to go two or three days earlier and return a bit earlier.

I am going to receive copies of all the letters written to you to-
gether with some of the data which you receive, so that I shall keep in pretty
close touch with the bank's work.

I heard from an A. B. A. man whc was out at the benk supervieors
convention that Case's speech and presencs there msde s great hit with the
supervisors.

I have today received your ceblegram after talkimg with McCsrrazh and
am very much obliged for it. I am going to talk with the president of the New
York State Bankers Association about the composition of the committee tomorrow
morning.

Sincersly yours,

/%,

P. S. I am working at home today and find that I have not got all of the data
egarding the A. B. A. report on recharter, but Dr. Burgess will enclose in his
etter to you what I have not got here.

Encs.
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New York, Sept. 9, 1925.

Benjamin Strong,
Steamship Olympic.

No, 21 (test) Further conversations indicate desirability
you make no statement to steamer reporters but explaining that

you are reserving it for Wall Street reporters including Associated
and United Press. ‘Think this presents exccllent opportunity
for country-wide explakation of reasons and advanteges of System®s
maintaining relations with foreign banks ., Suggest you make some
notes on shipboard to facilitate preparation of about four hundred
word interview same day you land,

Pierre Jay

Reply to above —\
Olympic Sept. 10, 1925
Federal Reserve Bank,
New York,
No. 16 (test) Mr Jay Will follow your suggestion Wire
briefly particular points to be covered.

Strong.,
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R,a&“:eivod September 13, 1925
I "
Bar jamin Strong,

8. S. Olympic. \
/‘//‘ "y

23 (test o.k.) |
Following are merely some thoughts for your consideration without
attempting appropriate arrﬁngamant. Suggest that ntr@mtim of

some perscnal incidents would add greatly, ‘/
ONE Remarkable recovery of European credit and currency .
systems since post war disorganization

™0 Gold resumption by Sroat Britain and Holland
p:lvotal pe:lnts tmrd recovery.

THREE Banks of Issua chargnd with responsibility fqr
‘ credit and currency conditions particularly
when return to or tbward gold, since foreign banks
of issue established relationships with Federal
Reserve Bank New York and through it with other

eleven banks, © ' = Tramsactions mainly in gold
and bills. :

FOUR Intmelntﬁon of ethor banks of :lasuo. ~

FIVE : Value t0 us and more intelligent reserve banks

cooperation resulting from interchange of personal
vigits between central banks especially from
information comcerning international movements of
gold ard eredit which effect us and our commerce.

SIX Stn.b:llity in foreigq céuntries vital to world trade and
American foreign trade in competition.
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Pointe 4 Pic, P. Q. QM &
CANADA ¥ ]

August 20th [1925]

Dear Ben,

I have now seen copies of all your letters thru that of August 4th
relating to discussions with Hautain. In particular, this is to acknowledge
the batch of letters you wrote me from Spa around July 19 - 23d and your
later letter after seeing McGarrah on the subject of the vacancy in Class A
directorship. I left this matter in the hands of J. H. C[ase], thinking that
nothing would come up in my absence; but it seems to have come up, and I have
seen the cable he sent you about Mitchell vs. Frew.

The Spa batch came about an hour before I left for Canada, and I had to go
off without reading them, and it was nearly a week before the copies reached
me. The one about Schacht is a remarkable document. I did not see a great deal
of Schacht and his vanity did not strike me particularly; but his other charac-
teristics which you mention I noted with pleasure. He seems to me the man for
the place at this time, and as to the Directorium being against him, that is all
in his favor. They seemed to me to be the quintessence of bureaucracy -- all
routine and precedent, and no imagination for the new order of things.

I'm also interested to see that you were impressed with the calibre of the
men -~ of various nations -- selected to carry out the Dawes programme. They
struck me as quite remarkable.

Burgess writes me he has sent you the figures relating to gold movements,
for which you wrote from London. The copy of the memorandum has not reached me,
nor a copy of your letter in which you asked me for some views on the subject.
I've written for both, but they don't seem to come.

The batch of Spa dictation about interviews and problems and personalities
has also reached me., I didn't take to Stresemenn, either. Luther, then Finance
Minister, I only saw once, but he seemed a straightforward fellow, not under-
standing English very well, but well enough to know whether the interpreter was
getting his meaning across.

I was particularly interested in Houghton's views with regard to possible
readjustment of the British debt to a "most favored nation" basis, having great
sympathy with that view myself. We should doubtless gain great prestige abroad
if we should voluntarily propose a readjustment at the proper time. It would take a
good deal of the sting out of our whole debt programme from the European point of
view. And as it would include Poland, Finland, Latvia, and a lot of other little

nations which have already settled, in addition to England, it would not be, from

the Congressional point of view, a concession to England alone. It might lead to
"prodigal son" love feast. Think of the effect produced by our giving up some five

or six millions of Boxer Indemnity!

The one question you raise which needs answering, besides the Rentenbank mat-
ter concerning which Case has written you, is that relating to our purchase of
some mark bills from the Reichsbank should they request it. The industrial crisis
you predict wouldn't affect my willingness to buy some, but I should like to await
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the security pact, which the newspapers report as progressing, and I

should want to have some Government assurance to the Reichsbank of no

objection, etc. As to the political effect at home, I think buying

some bills without sommitment to keep the purchases revolving, is entirely
different from the two-year credit to the Blank] of E[ngland]. It is the

time element that has aroused whatever opposition there is. Such a moder-

ate purchase of mark bills would react favorably on sentiment re the B. of

E. credit, indicating that this is the natural kind of thing for issue banks to do :
for one another, and taking some of the limelight off the B. of E. transaction.
Of course, the State Department should be consulted, and judging from their com-
ment to Mitchell re a new Czechoslovak loan, they might object.

Now as to the question of a shortage of devisen due to deliveries in
kind and recovery acts, it seems to me that these are really the problem of
the Germans, not our problem as long as we are satisfied with our bills
and our endorser, and as long as we are not engaged in a leng time commit-
ment. It seems to me that as a bank of issue we should not tie ourselves
up in long time commitments abroad, when we won't do it at home, unless, as
in the B. of E. matter, the situation, in our own interest, demands it.

(‘Clw y 0 Klnd

Gilbert is alive to the d.i.k. ) situation, you say; and he is not
giving any private priorities to long time lenders to Germany; and the
Dawes Plan bristles with warnings that the Transfer Committee mustn't break
down the German exchange. My feeling is that the T. C. is the marginal ex-
porter of funds. In other words, they will have to let normal transactions,
which must willy nilly go through, take precedence over transactions of the
T. C. Otherwise the T. C., if it competes unduly with private transactions, l
will depress the exchanges and fly contrary to its charter of existence.

Well, longhand is hard to write and bad to read and especially bad to
attempt on a vacation. So I'1ll quit till I get back to a stenographer again
which should be on Sept. 3d. Very glad you're against a meeting of issue banks.
I'm sure its unwise just now, and it could not be done without publicity.

I'm glad you had a good time in Biarritz. This is a fine place for a
vacation.
Yrs.,
P. J.

[Pierre Jay]
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FEDERAL RESERVE BANK A |
OF NEW YORK i

riCE CORRESPONDENCE DATE. April 19,

To_ Governor Strong = SUBJECT: ____

From Mr. Jay

Referring to your memorandum of April 15 regarding the engegement
6f a private sitting room 1o be used by your party in order that during the

trip you and your associates mey work over the material which has been assem-

bled in connection with the questionnaire subtmitted by the Indian Currency
Commission, I feel that s private room is essential for this purpose. The

public rooms on a steamer are noisy. The only quiet one is the library where

conversaticn is forbidden. Even if the studies you are making were not
private you would not find any saiisfactory place in the public roome in which
a group could work together.

With regard to the suggestion that you should absorb the expense

of the sitting room L believe that as the sitting room is necessary it would

be wrong in principle for you to sbsorb the cost of it.
2 |
Following Mise Bleecker's oral inquiry about this matter last week
I spoke to the officers council on Ssturday and they were unanimous in feeling

that the sitting room was & necessary part of the expense of the trip your

party ie making.
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FEDERAL RESERVE BANK

OF NEW YORK
May 21, 1926.

Dear Governor Strongs

This is to acknowl edge your two letters of May 2 and M ay 9 together
with enclosures. The news they contained regarding the Indian currency matter
was moet interesting, confirming the bare facts of which you had already advised
us by cable. Your letter of May 9 was read to the directors yesterday and they
all expressed appreciation of the opportunity to learn something of the atmos-
phere of the inquiry, Best of e&l1 was the news that you were really feeling

better, end the fact that instead of going directl;j %o Paris to your holiday you‘

were going to Italy seemed to us a proof that you must be feeling better. What-
ever you masy see or do over there will be of interest to the officers and direc-
tors, but they are far more interested in having you come back feeling well and

refreshed., I cannot emphasize this too strongly. I know that their feeling is

unanimous.

Harrison and Burgess write you so fully about matters in which you are
interested that I do not know that there is very much for me to add. I think
perhaps the most interesting development in the past few weeks is the increase
of commercisl loans in the reporting banks. Whether or not this means good
business or merely a slowing up and an accumulation of inventories it is impos-
gible to say.

The enclosed clipping containing a statement by J. J. Mitchell may be
of interest. Meredith of the Bank of Montreal wes in here last week and said
that their commercial loans had gone up about $35,000,000 in the past few weeks
and that with them this was a sign of decidedly increased business in Canada.
The other clipping enclosed from the Journal of Commerce indicates, in the portien

marked in blue, that the prospects of the McFadden bill are improving. Harrisen
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2 Benjamin Strong, Esq. 5/21/26.

FEDERAL RESERVE BANK OF NEW YORK

o telle me, and possibly may have written you, that Wingo is away and that in the
appointment of a conference committee which is to take place to-day or tomorrow
somé other Democrat possibiy less antagonistic to branch banking will probably
have to take Wingo's place.

OQutside of the matters which I know Harrison and Burgess are writing
about I cannot think of anything else to say except that everyone here seems to
be well and on the job.

Sincerely yours, )
e
Benj. Strong, Esqg.,
C/o Bank of England,
London, Engleand.

PJ/RAH
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FEDERAL RESERVE BANK

OF NEW YORK

May 28, 1928.

Dear Governor:

At our directors' lunch yesterday, Mr. Alexander came over and gave
ug a very graphic picture of the meeting of the Federal Advisory Council held
last week, which I will try to pass on to you.

Every member of the Council was in attendence. They met at the
Mayflower Hotel on Thursday, May 20, and got fairly well acqueinted with one
another, There are six new members this year. Then for supper they went to
Mr. Miller's house, where all members of the Board were present except Secretary
Mellon. After supper Mr. Miller was showing Mr. Alexander some of his books
and Mr. Alexander asked him what the program was for the evening, to which
Mr. Miller replied that he had thought of asking Mr. Alexander to spesk on the
foreign situation. Mr. Alexander replied that he really had nothing new to
contribute on that subject, but that there was a topic on the Board's pméra.ng for
tomorrow's meeting which, if discussed formally, might take several days, but
which, if they all sat arougd informally at his house, might possibly be disposed
of during the evening; this topic was "The Place of Call Loans in the Financial
Structure." Mr. Miller thought this was a good idea, so they all went at it.

\ Mr. Miller presented the view with which we are familiar, - that some
regulation should be prepared which would prevent Federsl reserve funds from getting \
! into use in the speculative markets. Mr. Alexander replied that he would be glad
to come down and help the Board to the very best of his abiliﬁy to frame such g
reguletion, and then if the Board would give him a week's time, he would go home
and arrange his affairs in such a way as to beat it; in other words,mld not

do it by regulation. Mr. Alexander said that when he was 20 years old, he could
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FEDERAL RESERVE BANK OF NEW YORK-FH2 .. .. Governor Strong 5.28.26

;epeat the Netional Bank Act word for word, but that now he had not any idea of

what was in it, except that he knew that the Comptroller had much more drastic power
and authority over the National banks than the Federal Reserve Board had over member
banks; indeed, it was quite amazing that Congress had thought it wise to give to
one man such immense authority over banking institutions. He said that the Comp-
troller did not operate by regulations but by influence; when the Comptroller had
anything to criticise in the Bank of Commerce and the Bank did not agree with the
criticism, they would sit down and talk it out together, and if the Bank of Commerce
was unable to convince the Comptroller that he was wrong, they would, of course,
have to accept the Comptroller's view. He said that the method the Board was sug-
gestin%/of attempting to put the banks of the country into the sﬁraight—jacket of a
regulation just because a few instances happened which the Board thought unfortunste,
was the wrong way of making progress. He said that in his opinion, the banks in

New York did not know what the Reserve bank's policy was in regard to lending money
on call, and that perhaps one reason for this was that the Reserve bank did not know
what the Reserve Board's policy was. He said that in his opinion, the way to ac-
complish results was for the Reserve Board and the Reserve banks to get together and
agree upon a policy, and then the Reserve banks through their contacts with member
banks (which he thought should be closer than now) could pass on their views to the
member banks when any occasion %or expressing these views arose.

I should have saidﬁfhe discussion opened by Mr. Alexander's asking the

Board whether they regarded the Stock Exchange and stock exchange loans &8 something
vicious which the Reserve System would use ites efforts to do away with, or whether
they regarded the Exchange and stock exchange loans &as an essentisl part of our
financial machinery. The Board took the latter point of view, to‘which Mr. Alexander
replied that he was glad they dié/because if the Reserve System should undertake to

prevent member banks from extending credit on stock exchange transactions, it would
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Governor Strong 5.28.26

- break up the System in about a week.

Mr. Alexander said that they discussed this general question for nearly
three hours, not leaving until after 11:30. He said that at the close both
Governor Crissinger and Mr. Hamlin ceme up to him and said that they appreciated
very much his full and frank discussion and the way he had handled the whole
matter, because they thought it had been & very good thing for Mr. Millerl Just
before he left the house, Mr. Miller drew him aside and said he wished to thank
him for the very full and frank discussion that they had had because he, Mr. Miller,
was sure it had been a good education for his colleagues!

The following day the Council met fomally with the Board from 10 to 6,
and discussed wee various guestions, including those which the Board had placed on

the program for discussion.

One of these, as I have indicated, asked the view of the Council as to
the place of call loans in our financial structure. To this the Council had pre-

1

pared a very brief reply, saying that cell loans constituted a valueble secondary
reserve for banksr Mr. Miller asked if the Council would not be willing to add to
this reply some such wording as the following: "To be availed of promptly to pay
indebtedness to Federal reserve banks." Mr. Alexander séid he observed some in-
clination on the part of some of the Council members to want to accede to this
suggestion, and that he at*onpe took issue with Mr. Miller on the subject along

this line; he said he thought it was a mistake for the Board to attempt to indicate
what reserves should be used to pay indebtedness to the Federal reserve bank. If

they were going to make such an indication, would they propose to segregate some

other kind of reserve to pay their deposits, and another kind of reserve to use in
increasing their commercial loans, and still another kind of reserve from which
they would pay their operating expenses? Mr. Alexander said that he would propose
an alternative wording to Mr. Miller's suggestion. He said that in the past the
Board had on occasions made statements indicating that the benks should endeavor to
call ‘in their slow loans; therefore he, Mr. Alexander, would suggest this formulas
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e BT Governor Strong 5.28.26
:dWhenever a member bank is indebted to the Federal reserve bank and at the same
time has money loaned on cell, the member bank before celling its stock exchange
loans, should first meke every effort to call in its slow loans in order thereby
to strengthen the banking situation.™ He said that this caused a general laugh and
the subject was thersupon dropped.

Another question which the Board had put to the Council was "What course
should the Federal reserve banks pursue with regard to discount rates, open market
policy, etc., in case a business depression should set in?" Mr. Alexander said
that there was some desultory discussion of this by the Board members, following
which Mr. Alexander said that they did not seem to be getting anywhere, and that as

this question presumably arose out of current consideration which the Board was

giving to this very topic, perhaps more progress could be made if the Board would

state what its views were upon the subject. Upon this, Mr. Platt replied that the

Board was not there to be questioned by the Council, but to ask the Council guestions.
Mr. Alexander immediately came back by reading the law to the Board and showing that
the function of the Council was to gquestion the Board, and he therefore wished
definitely to ask the Board what they proposed to do with discount rates, open market
rates, déc., in case buFiness recession set in, stating that unless the Board was
prepared to express th:gi views on this question, he considered the discussion a
waste of time. As the Board made no reply, the discussion on this topic ended there.
At another junctur::v;i.said that during the conversations of the previous
day, it had developed that in several of the districts the member of the Advisory
Council attended all meetings of the directors of the Reserve bank, thereby keeping
in close touch with all of the matters which came before the directors for considera-
tion. He said that he had some question as to the propristy of this, but it cer-
tainly gave the member of the Council an opportunity to be in close touch with the
views of the officers and directors of the Reserve bank of the district. He said

that while he was talking he could see Governor Crissinger end other members of the
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FEDERAL RESERVE BEANK OF NEW YORK.. #9 Governor Strong 5.28.28

Yoard sheking their heads adversely, and that when he finished, Governor Crissinger
stated that the Board was opposed to such a program, that the Board considered the
Council as its advisors, and that they should not come there as representatives and
advocates of the views of the Reserve banks. To this Mr. Alexander replied that if
the Board thought any member of the Council came there solely as an advocate of the
Federal reserve bank's point of view, it waes time such member be asked to resign.
On the other hand, it wes up to each member of the Council to post himself as to
what the views of his Federal reserve bank were on various guestions, because, said
Mr. Alexander,“if the Board thinks that we are going to come to Washington biased
in favor of Reserve bank views, we may elso think that members of the Board may be
biased on the opposite side and will not represent fairly the point of view of the
Reserve banks; therefore, we propose to find out ourselves what the Reserve banks
think on various questions, so that we may be in position to make up our minds after
hearing directly from both sides.”

Mr. Alexander said that after the meeting was over, Governor Crissinger
asked him to stop in his office and seid that the agitation for a regulation about
the use of Federal reserve funds in the call market arose to some extent out of the
year-end situation in this bank. Whereupon, Mr. Alexsnder toid him fully of the I
situation, criticizing you and us for our action; but assured Governor Crissinger )
that in his opinion, the mistaké'was’fully realized and that this would never hsppen
again; therefore the Board need not be worried about it. Incidentally, Mr. Alexander
and Mr. Reynolds had some good-natured chafing on the subject, which our directors
greatly enjoyed.

Mr. Alexander said that he felt that in spite of the fact that the Council
had gone after the situation without gloves, the meeting broke up with a most cordial
attitude on the part of all, except possibly Mr. Platt.

The officers and directors of the bank all feel that this was really an

epoch-meking meeting, and that after nearly twelve years of wandering in the wilder-
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E"7‘::i.ntended to give it.

I might write more but have been delayed by the arrival a couple of hours
ago of Professors Hollander and Spregue, who have just now departed for their homes,
and it is necessary to hurry this off to catch the boat. For the eame resson,

Dr. Burgess' weekl& letter to you is very short and ends very abruptly; but in
view of the mass of information you are getting in a routine way, I imagine you will
bave enough to keep you busy until the next week-end.

Hoping that you will have & restful vacation, I am,

Faithfully yours,

/@%»

Benj. Strong, Esg.,

C/o The Bank of England,
London, E. C. 2,
England.
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FEDERAL RESERVE BANK

OF NEW YORK
June 4, 1926.
Dear Governor Strong:

Your two letters of May 15, written on board the Aquitania, came in on
Tuesday.

We are all most interested in your impressions of the strike and your
statements in regard to it, learned from inside sources. Coming as it did imme-
diately after hearing & discussion of the cosl situation by Stemp it was doubly
interesting. We resd the letter at the last executive committee meeting and the
members of the committee enjoyed it greatly.

With regard to the confidential letter concerning compensation for the
professors we discussed this a little st the officers' meeting on Wednesday and
will teke it up in earnest next week. ¥We may even cable you for a further more
definite expression of your views. The only progress we made in our discussion
on Wednesday %gsﬁgﬁg %gg, in view of the intimate rslatione which prevail, of
their equel positions, and of the fact that the matter was at least tentatively
discuesed first with Hollander snd that the addition: of Sprague ceame later, it
would be = possible to give them unequal compensations.

The two professors, as I wrote you last week, arrived as I was in the
middle of dictating my letter of May 28 to you, and spent about an hour in the
office before deperting for their respective homes. They left with us a copy of
the testimony, told us 2 good deal about the hearings and a good deal of your
doings, and asked me to arrsnge 2 meeting with Secretary Mellon at which they
could give him an orsl report and a copy of the testimony. When Sprague got
home, however, he fourd so much pressing work awaiting him that he was unable
to go to Washington so Hollander is seeing the secretary this afternoon and

taking him, I believe, a copy of the testimony.
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FEDERAL RESERVE BANK OF NEW YORK.. . 9. .. Benj. Strong, Esq., 6/4/26°

I am mighty glad that you enjoyed it so much and it came out so well
after all the work you did on it.

I have been away for & day and a half. at Bryn Mawr graduation and have
not had sn opportunity to ask Harrison whether he learned anything concerning
the Board or McFadden bill matters in Washington during his recent visit there.
If so, he is very likely writing you directly.

Two interesting things are happening over in New Jersey; the Second
National Bank of Hoboken is contemplating converting into a trust company, and
the Fidelity Union is buying up a number of independent banks in Newark to con-
vert into branches if the McFadden bill passes.

Mr. Herson arrived a few minutes before noon on Saturday, May 29, and
had 11 the current cash counted by Saturday evening. On Sunday morning they
started on the securities - over $2,000,000,000 - and had they all counted by

| four o'clock Monday afternoon. So that when we opened for business Monday morm-
ing 211 the securities and all the current cash could be released and we could go
shead without any disturbance from the presence of the examiners. The speed
they made in examining the securities wae due very Jargely to the new system
which has béen installed in the securities custody division since the Board's
examination a year ago. .

We are recommending to our directors that we do not increase the per-

_centage, at present 5 per cent., which we set up as reserve against our machinery
and equipment. Our view is that the present percentage is ample to cover actual
depreciation and that this bank of £11 the reserve banks should be especially
careful not to lay itselonpen to the charge of pedding its reserve account and
thereby keeping surplus earnings away from the Treasury.

These seem to be the only items of news I can think of in a short week.
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Benj. Strong, Esg., 6/4/26.

) Hoping that by this time you are having a good rest on the Riviera,

Faithfully yours,
-
-

Benj. Strong, Esq.,
| C/o Bank of England,
London, England.

i P. S. I see that I have not acknowledged the copies of news-
papers and other sheets published during the strike which you enclosed with
your letter. The officers and directors were very much interested in looking

them over.

| .
‘ |
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FEDERAL RESERVE BANK

OF NEW YORK

June 8, 1926.

Dear Governor Strongs:

I started to write you about the effect of the Treasury announce—
ment that there would be no financing as of the June quarter day, but then
found that Mr. Case was writing you also, so have omitted what I had dic-
tated on that point.

I enclose a clipping regarding brokers' loanes, from which you will
see that as of June 2 loans were $84,000,000 up from the low point. Stock
prices have been quite strong during the past fortnight. Industrial averages
are up 6 or 7 points znd rails 3 or 4 points. I ran into Mr. Moreau Delano
at lunch and asked him if it was thought that another bull market had at;rted.
Ee seid that thet wes the question everyone was asking! Bond prices have
elso been strong of late and there has been considerable buying of securities
by banks, eidently in anticipation of easier money. The earning assets of
the system have not dropped off as we anticipated they would. Evidently banks
are using the seasonal surpius of funds to buy securities rather than to pay
off the Reserve banks.

In connection with the quarter day Treasury tancactions we are ar-
ranging the usual temporary seles of securities and, in addition, as we under
stand that the Treasury snticipates having a balance of about $80,000,000 in
the Reserve banks soonafter June 20, the officers' council is giving some
congiderastion to a plan for making some temporary purchases of securities

to offset a portion of this unusual balance.
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FEDERAL RESERVE BANK OF NEW YORK....& ... Governor' Strong June 8, 1926.

Mr. Dewey reports that last Friday Professor Hollander, by appoint-
ment, spent nearly an hour reporting to Secretary Mellon cn the Indian hearings
and that the Secretary seemed most interested and gratified.

Faithfully yours,

Mr. Benjamin Strong,
C/o Bank of England,
London, kEngland.
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FEDERAL RESERVE BANK

OF NEW YORK

PERSONAL AND June 18, 1926.
CONFIDENTIAL

Dear Governor Strong:

This is in reply to your two letters of May 15 and June 6.

First, with regard to the latter. I sent you a eablegram in answer
to the last paragraph about the period of your absence, which you have doubtless
already received.

The Case matter is settled so there is nothing to discuss further
about that. I am sorry to say, however, that Mrs. Case has for the past week
been quite i1l with a recurrence of her old trouble and Mr. Case has been very -
much worried sbout it.

With regard to the special matter relating to yourself which you put /
in my hands, I have no misunderstanding as to your intentions and I do not think
that there is any misunderstanding emong the directors, though I shall csll your
letter informally to their attention again after the meeting next week.

I understand confidentially that the Secretary is sailing about the
middle of July, but do not know for how long. I do not think that this will
interfere with any plans tﬁay may develop.

Governor Crissinger hes been quite i1l for two or three weeks, and my
own belief is that he is 2 very sick men. Should he be unazble to continue, that
would present an opportunity, but in accordance with my recent longhand letter
I feel that unless this should occur there is not much likelihood of progress.

I understand that Harrison has communicated with you with regard to
270 Park Avenue.

Now, referring to your letter of May 15 with regard to compensation

for the professors, we have given it much consideration here and we understand
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Gov. Strong 6/18/26.
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from your letter that you wish to leave the settlement of the mstter to us. We
have, accordingly, acted first by our officers and yesterday.by our ditrectors.
e seem to be unanimous in feeling that it would be rather invidious to compen-
sate them et different rates in spite of your statement on the subject. We also
feel that a per diem basis would be more satiefactory than & lump sum. We have
made & number of inquiries and find that for expert testimony $100 & day is con-
sidered as a current rate. We have, accordingly, sent each of them & check for
$3,600, representing $100 a day for the period of their absence from thies countiy.
e believe that this will satisfy.them, being just about half way between the
emount which Sprague and Hollander themselves suggested to youy; nsmely, somewheré
from L500 to L1,000 & piece. I hope very much that you will be satisfied, I am
enclosing memorendum giving the entire expenses of the Indian currency matter
which we had to present to the directors yesterdsy.

It is understood that I am to write a letter to the Secretary of the
Treasury with regard to the whole matter of compensation after we hear from
Sprague and Hbllandes,characterizing it as a fiscal agency metter and leaving it
to the Secretary t6 deal with it with the Board in any way he sees fit. .Harrieon
is writing you to-day about his understanding with Winston in this comnection.

I trust thet this will prove to be satisfactory to you, even though
it is contrary to the two views which you yourself expressed in your letter of
May 15 which was read in full to both our officers and directors.

Hoping that you will continue to get a good rest, I eam,

Sincerely yours,

/
. ’ /
Benj. Strong, Esq.,

C/o Bank of England,
London, E. C., England.
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STATEMENT OF EXPENSES INCURRED IN CONNECTION WITH
PREPARATION AND PRESENTATION CF DATA TO INDIAN
CURRENCY COMMISSION

To He Ne Lawrie :
For services 8 daye ¥erch 26 to April 3 inclusive .. $666.66
Expenses two trips Washington to New York and
return etc. T e e E 0000000 0CRGE0000RILEEsRERIRCIOIRESS 1&:75 $7g7.41

To He Ae Ce Jenison
For services March 26 to April 16 inclusive c..c... $1,583.35
Expenses New York te Washington and return,
self and assistant S0 0sesse s et et ReeREteETS 85:50 1,666.85

To Arthur Notman {
For services March 26 te April 15 induﬂive D R N AR A A S 1,500.w J

To Preof. J. H. Hollander ]
For services April 23 to May 28 inclusive ..secesee $3,600.00 :
Traveling Expenses Baltimore to New York and

return, three trip® cecscccscccccesccsccecaces 80.95
P“B&ge to Eur‘.?e and retum sereecoscsresrsanEe Tt 988‘65
Expensea m Ipndm a-nd on pusage srossssevecssrnoe 298.04
Passport, letter of credit, etCe ecccececcececcce. 16,50 4,984,114

To Prof. 0. M. W. Sprague
For services April 23 to May 28 inclusive secesesee $3,600.00
Railroad fare to BoStON ceececcscsssssscsssssssnes 8.26
Pmage te Eume and retum D P T 986.(»
Emenaes in Lendon and on PABBBLEE ecsesscscessssas 5180“)
Passport, letter of credit, and misce cecoceccccsce 21,81 4,934,897

GRAND TO’I‘AI‘ CEPO TSP OOOD VST ET OGO TR ETIOOCNCTSOITIPITIETTISDS $15’885.35

The sbove: statement does not include expenses incurred by Governer Strong
or by employees of the Federal Reserve Bank of New York.

June 17, 1926.
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s FEDERAL RESERVE BANK

OF NEW YORK
June 22, 1928.

Dear Governor Strong:

This is to acknowledge your letter of May 23 in regard to the Carroll
article, and your letter of the same date enclosing translations of various news
paper a;ticles which show that whatever Count Volpi did in giving the newspaper
men the right touch about your visit he did not attempt to, or at least did not
succeed in closing their imaginations. We have all been mighty interested in
reading the translations.

With regard to the letter of May 23 and the Carroll article, since you
wrote the letter Harrison has cabled you several times on the subject after dis-
cussion with Case and me, and althoﬁgh you say, "I_hope you will take it up with
fhem (the Post) very energetically," we have unasnimously reached the conclusion
that in view of the widespread discussion of all kinds which has appeared in the
papers nothing short of a formsl statement from us here would cure the situation,
and that we believe would be most inadvisable and likely only to lead to further
surmi se and'discussions. I am afrasid you are bound to be bothered by this sort of
thing every time you go abroad and in every country in which you appear. Under
the circumstances it has seemea to us in the bank that your intention of not re-
turning to Paris in view of the situation there was & wise one unless, of coiirse
some special matter should come up to require you to go there. I only bring up
this subject azain so that you may not feel that I have overlooked a request in one
o} your letters. I have noted the copy of the letter enclosed with yours of May
23rd.

Yesterday I received your letter of June 7 replying to mine of May 28 and
cabled you a reply today, copy of which I enclose.

Referring to the second sentence in your letter I do not agree with you
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FEDERAL RESERVE BANK OF NEW YORK.. .. 8 Benj. Strong, Esq., 6/22/26.

Yo

that the Council meeting "left everything up in the air." I think it very distinct

i )

’ ot ly convinced the Board that they would get nowhere by picking at the amounts loaned
| on the Stock Exchaﬁge from day to day by New York member banks which are at the

} éame time borrowing from us. In general it was a meeting which was very educational
‘ to all members of the Board as to the attitude of the city banks in regard to Stock
‘ Exchange loans.

| With regard to the second part of your second sentence I do not think the
discussion "confused the views of the Federzl Reserve Board as to the year-end situ-
ation in New York," because, unless I am mistsken, Alexander's diecussion of this
sﬁbject #ee with Crissinger alone. The whole effect of the meeting was to reverse
the Council's 1l-year attitude and put it in what we all agree is the correct posi-
tion of putting the Board on the witness stand. Apparently the Board accepted this
position, and, as I think I wrote you, said they would be glad to have the Council
submit them in advance of the next meeting the questions the Council would like to
ask the Board. This change in attitude is, in my opinion, mainly due to Alexander,
but thoroughly sympathized in by Wetmore.

Fith regard to the attitude of the Board toward this bank, what you have
seid and written has thoroughly convinced Case, Harrison and me of the sincerity of
your, statement, and we, plus your letters, have, I believe, convinced the directors.
I think they are entirely in s;mpathy with your feelingzs on the subject and anxious
to do everything practicable to bring about what you desire. On the other hand,

from the outset they have felt that it was a very delicate matter which could not be

‘ .attacked in hammer and tongs fashion but must be gone at diplomatically and with

some patience.
Harrison has shown me & postscript of a letter he wrote you June 18, which
I think covers the situation very fully., I read your letter of June 7 to the mem-

bers of our executive committee after the meeting yesterday and intend to read it

‘ to the entire Board after the meeting on Thursday. If any further ideas developngn

ttp://fraser.stlouisfed.org/
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FEDERAL RESERVE BANK OF NEW YORK o} ~ Befij. Strong, Esq., 6/22/26.

'Thursday as to what might be done I will advise you of them. In the meantime
there is not much more to say.

Although I do not consider that it has any bearing on the subject I must
tell you of an incident in connection with Dr. Miller. After the advisory council
meeting he told Alexander how much he appreciated the discussions which he and
Alexander had had on New York banking matters, and said that he would like some
time to talk further with him about them in New York. Accordingly, the day before
he ssiled, he lunched with Mr. Alexander at the Bank of Commerce. Messrs. Houston,
Ward and Chandler were also present. During the course of the discussion your work
for the System was-mentioned and Dr. Miller went the limit in presising you and your
work. After Dr. Miller had gone Megsrs. Houston and Ward remarked to Mr. Alexander g
that they had seldom heard such high praise given anyone as Miller gave you. I
learned of this lunch indirectly through Reyburn yesterday and called on Mr. Alex-
ander this afternoon to learn of it firsthand. It was during our discussion of it
that I learned that Mr. Alexander had had a private talk with Mr. Mellon during the
Council meeting and discussed with him quite fully your attitude in regard to the
relation of the Board toward this bank. I suggested to Mr.Alexander that possibly"
you and Mr. Mellon might meet on the other side. He asked me to warn you to regard
a8 strictly confidential any reports I might have given you concerning conversations
‘which he, Alexander, had had wi'th the secretary on the genersl subject of the Board.

Ls to the renewing of your lease I understand from Mr. Harrison that he
gave Miss Bleecker and Phil a full explanation of the situation 2s he understood it
mdmthYw@mmethhmmutommwmehwm

Harrison tells me he has written you about clearing house matters and aboﬁt
inston having advised the Board concerning the Indien matter, so I do not believe
there is anything more to write to-night. I think I should say, however, that Harrison
must have handled the clearing house matter with Gregory extremely well in order to

have gotten such a forward-looking report out of what seemed to be such an unforward
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e
- looking committee. :

We are all delighted to learn that you are having a good rest and
qnjoying it,

Sincerely yours,

s -

Benj. Strong, Esq., l
C/o Bank of England,
London, E. C., England.

PJ/RAH
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CABLEGRAM

Benj. Strong

- p Replyting your letter Junme 7 you have douttlese received my
longhand letter regarding Board situation.
2. There is really nothing to =dd except to assure you that directors

are entirely in sympathy with your attitude and give informsl consideration to

subject after nearly every Board meeting.

3. I learned=oonfidentially from Alexander only to-day thet he had

» represented your personal attitude fully to the Secretary.
. 4. Realize how discouraged you muct feel at lack of progresc but we

all fcel thet mattér will vequire an opportunity and some pstience before finsl e
settl ement.
§. ¥riting further.

Jay
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[Copy of handwritten letter]

e S 4 Thirty Three Liberty Street
: , New York
) June 30. [1926]

Dear Governor-

This is a line to supplement the eables + letters you + Harrison have
been exchanging on the matter of your decision about resigning. A couple of weeks
ago our directors, plus Case + Harrison, discussed the situation again quite fully
on the basis of one of your letters to me. I said that T thought we should acquaint
the sec'y directly of the situation. They all felt that that might be misunderstood
as a springing from a personal conflict between you + a certain board member, +
were opposed to it. Last week I took it up again with thewm, on the basis of another
of your letters and urged again that it should be done, omitting entirely any mention
of personal differences. They agreed that the sec'y should hear of it directly from
us. So yesterday I saw him for a few minutes and told him that Jjust before you left
you had told me of your decision + asked me to advise the directors: that they at
first felt that perhaps you were not as serious as we, the officers believed, but
that later correspondence had convinced them, + they now felt that he should be
acquainted with your definite decision to retire unless before your return, or at
least in the near future, some organization of the B could be effected which would
improve the relations between the Bd + this Bk. and do away with some of the misunder-
standings and the impugning of our moftives which had occurred during the past year +
which he had had to take a hand in composing. I put your decision solely on the
ground of the effect which these situations had on your health. Isaid we were greatly
disturbed at the prospect of your leaving + thought he as ch'm of the Bd should be
fully apprised. He said he was most anxious to have you stay: that he had the
situation fully in mind + wished to effect a better organization of the Bd but that
he did not think Hamlin's place should be used for the purpose. He felt That the
illness of 2 members might soon give an opening in a perfectly natural way. This,
he said, he did not wish repeated to our Bd as coming from him, so kindly receive
it accordingly. But it is common gossip around the Treasury evidently, as Dewey
spoke to me of the likelihood of resignations thru' illness.

I said to the sec'y that it was naturally a delicate matter for you to
tell him of your decision, though I understood you had discussed with him the situation
in the Bd: but I suggested that if he were to meet you abroad and initiate a discussion
of the matter in the light of your decision of which he was now definitely informed
(he evidently had not realized from the indirect statements of others how definite +
serious your decision was) I thought it might be helpful. He seemed to like this idea

very much, and said he would write you after landing + try to arrange a meeting.
I have just cabled you the gist of the foregoing/!

. Now, as to the health, 1% C. The Governor has returned after 3 or 4
weeks at Marion with his prostatic/+ scute attack apparently quite fully relieved
without an operation or the prospect of one. He looks tired + pale from the attack,
but I am inclined to feel that the prospects of anything immediate there are perhaps
illusory. But with that weakness another attack might be more serious.

The other C. is at J. Hopkins for 2-3 months under observation + treat-
ment. ERdy saw him Monday, + says that the prospects are that he will be greatly
benefited by the treatment + his diabetes gotten under control.

I am giving you these two personal diagnoses so that you may know the
situation as fully as we do. I wish most devoutly I could be more optimistic of
results in the near future. !

Sincerely yours
Digitized for FRASER [signed] Pierre Jay
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FEDERAL RESERVE BANK

OF NEW YORK

July 1, 1926.

Dear Gofernor Strong:

Tﬁis may seem & very inconsequential matter to refer to you, and if
you feel iike returnint it to us without consideration in view of your pre-
occupation with vitelly importsnt matters we shall thoroughly understand it.

" You remember that last spring we prepsred & circular relating to the

ratio of capitsl to deposits in member banks. This was a four-page circular

which discussed the subject in a way which you thought might possibly disturb
confidence in banke which had & smell ratio of capital to deposits. We are
now about to ‘send out our usual circular relating to the earnings of member

> ot kl
banks and it has occurred to * that if we simply added the facts in regard to
bank capitalization as a last-page of this circular it would come to all member
banks at a time when they were studying their affairs and would give them an
opportunity of seeing hoﬁ they compared with other banks in this important
respect alsg/without urging them to do anything abouﬁ it. We believe that we
heve taken out everything 9f & nature which might cause people to rasise ques-
tions about banks having small ratios of capital to surplue, and believe that
thie indirect method will raise the question with all member banks in a way
which will not be alarming.

On the other hand you may feel opposed to it as you did before, in
which case we can send out our earmning circular without it. Perhaps you will
be good enough to indicate in one of your cables whether you sapprove or disap-
prove including it. Do not bother to go into your reasons but just give us
your "yes" or "no."

Very truly yours,

Digitized for FRASER /
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FEDERAL RESERVE BANK

OF NEW YORK
July 8, 1926.

Dear Governor Strong:

I do not know what other officers may have written you except the usual
letters from Burgess with regard to money market matters and Harrison with regard
to foreign matters, so I am writing you about quite a number of different things
at the risk of repeating what you may have heard through others.

I was very much relieved to get = letter from Sprague the day before
yesterday acknowledging our check for $3,600. I had written him a second letter
on July 1 suggesting that if in any way the check was not in accordance with his
expectations or with any understsnding he had with you I hoped he would write me
frenkly. Copies are enclosed of both Sprague's and Hollander's letters. Now all
that remains is to write Secretary Mellon a letter transmitting to him & statement
‘of ell the expenses in connection with the investigation. I enclose copy of the
expense statement and hope to get off the letter to the Secretary to-morrow.

i have just had a letter from Oscar Wells saying that he has decided to
invite Newton Bsker to address the A. B. A. Convention "on some subject which would
in some way pertain to the Féﬁega] Reserve System and which would have the effect

"
of enlarging the wholesome respect of the bankers for the Federal reserve banks.

He expecte to invite Fancher's assistence in getting Mr. Baker's acceptance.

At the New York State Bankers Convention in Quebec Mr. Chase, president
of the First Trust & Depoeit Company of Syracuse, was elected president, and Mr.
McGerrsh, vice president, for the ensuing year. There is quite & movement on to
reelect Mr. Tremsn whose term expires this December. Mr. Treman's attitude is favor-
eble to reelectioq;i/it ie quite evident that the bankers wish him for another term,

but not otherwise. He sailed on July 3 to be gone just short of two months.
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FEDERAL RESERVE BANK OF NEW YORK 2 Benj. Strong, Esq., 7/8/26.

As Mr. Appleton, executive vice president of the Montclair Truet Company,
has been elected president of the Guardian Trust Company, the new five million
dollar benk just about to open in Néwark, (They have applied for membership and we
have recommended favorably to the Federal Reserve Board but have not yet heard
their action) the Montelair Trust Company is again after Mr. Lins to become execu-
tive vice president. The indications are that some arrangement will be arrived at
but the deteils are not yet settled. At any rate he would not leave us for five
or six weeks.

With regard to mid-year selary adjustments Mr. Sailer has completed an

arrangement with the Poard which enables us to advance employes from one grade to

another between $2,500 and $5,000 without prior epprovsl by the Bosrd, so that we
are making a moderate number of such readjustmentes to take effect with the mid-culy

pay checks. the poard hae also epproved our recommendation in regard to Uowns,

but Mr. James expressed himself in such & way with regard to our proposal concern-
ing Burgess, first, because it wes & mid-year sdjustment without any change of
grade or title, end second, because he hesitated to pass oh an important salary
change in an officer of thie type during Mr. Miller's absence, that our directors
thought it was the part of wisdom not to press the matter but to leave it for the
year—-end. But we got it in the record so as to prepare their minds. In this con-
nection we were very glad indeed to learn from your cable that you approved both
of the recommendatione. I explained the situation to Burgess and he was both very
plessed at the action of our directors and quite content to await the year-end.
You have already heard by cable concerning the Clearing House action yes-
terday. They adopted the Gregory report unanimously except for the section doing
away with exchange charges on checks, notes and drafts. Action on that section was
hed separately snd the vote was 27 to 5 in favor of it. I enly know who two of

the five were; namely, the Bank of Commerce and the Equitable Trust Compeny.
[
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FEDERAL RESERVE BANK OF NEW YORK.. ¢ SR Benj. Strong, Eeq., 7/8/26-

When I wes in Washington last week with Mr. Sailer on the salary matter
I saw Governor Crissinger who had just returned from four weeks' absence and he
seemed much better although looking pretty worn and tired. I talked with him on
the telephone yesterday but understand that to-day he is again sick in bed and
likely to be there for a few days. But Mr. Eddy tells me that it is not£ing serious.
Someone has doubtlese written you about Mr. Cunningham'e being in the hospital -
Johns-Hopkins. They are giving him rather heroic treatment there for Diabetes and
Just at present Mr, Eddy, who saw him yesterday, tells me that he is in a rather
nervous shape, weighing only about 120 pounde and apparently a pretty sick man.

Mr, Eddy thinks there is little chance of his being back at work on the Board for

some months,
Governor Crissinger yesterday told me that over the Fourth there had been

a conference in Wsshington of some.-of the Witham interests, with a view to raising

$10,000,000 to save the system, He was distinctly of the impression that the money

wlould not be forthcoming and he felt it wae not at all unlikely that the whole chain

would go in the near future. There are nearly 100 banks in Georgia, I believe, and
a2 number in Florida. During the past yéar or more the deposits of many of the
Florida Witham banks heve been deposited in and invested by the Georgia banks, and
now that the thew has come in florida and deposits are melting away the Florida
banks cannot get their money oﬁ% of the Georgias banks. #lready eight or ten of the
Wiitheam bsnks in Florida have closed, I understand.

litham member benks in this district are in very good shape. Through the

joint efforts of Messrs. Case and Reeves they have reduced their loans to the Witham
System during the past three years from about two and a quarter millicne to sbout
seven hundred thousand dollars. Only two of them now have loans aggregating more
than their capital and surplus fo the Withsm system and should any re-percussion

occur up here they could probebly easily reise more capital locally. There is one
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™ FEDERAL RESERVE BANK OF NEW YORK.. .. 4 " Benj. Stong, Esq., 7/8/26.
nonmember bank in New Jersey which is a member of the Witham System and has a good
deal of money etill loaned there, but their directors are men of means and probably
could tske care of the situstion satisfactorily.

Yesterday, Mr. Herson called on Mr. Case and me and presented the report
of the examination of this bank begin May 29. The only matters discussed with us

were the following:

He listed 13 member banks in our territory and one in Buffalo
borrowing in excess of capital and surplus.

He listed 10 borrowers' financial statements in our territory and
9 in Buffale territory which he considered unsatisfactory.

He listed 4 notes under rediscount in the Buffa}o territory in
which there were alterations or irregularities.

He listed 1 piece of rediscounted paper in the Buffalo territory
in which the line was in excess of{fhe discounting bank's
capital and surplus. /o% %

He listed the member bsmks which have been frequently deficient in
required reserves.

His conclusion is as follows:
"Your examiner ie pleased to report that the examination developed
no items of material criticism and conditions were found to be
generally satisfactory.”
It was just about as near a clean bill of health as we could have.
Just before you left you will remember that we discussed the redistribation
of some of the work smong the deputy governors. In view of the fact that for five

/ or six weeks it was uncertain whether Mr, Case would accept Mr. Gilbert's invitation

it did not seem wise to bring this uRA but'we held an executive session of the

S daenid

officers' council asbout ten days 2go and had our first discussion of it. I am
hoping that some time next week we can reach a conclusion which can be communicated
to you for your consideration.

Sincerely yours,

q b -
ﬂ-‘—vﬁ/P'—Z/u.}Jv - o
Benj. Strong, E#&q.,

C/o Bank of England,
London, E. C,, England,
Digitized for FRA_
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Memorandum on the Credit Situation

Since last week our loans to New York City banks have been reduced
from 191 million dollars to 109 million and there is prospect of further reduc-
tions during the balance of this week and next week, Total earning assets of the
system have shown corresponding reductions. The immediate credit stringency thus
appears to be past. As to the genersl credit situation and its bearing on our

policy in the coming two or three months, the following comments msy be made.

Money Rates.

We are entering upon the period of fall increase in credit demands at
a somewhat higher rate level than prevailed & year ago. The figures for a
year ago, dates just prior to our two most recent rate increases, and yesterday,

are shown in the following table:

Money Rates
July 13, 1925 Jan. 6, 1926 Apr. 21, 1926 July 14, 1926

Our rate 31/2 3 1/2 4 31/2
Commercial paper 3 3/4-4 4 1/4-4 1/2 4 1/4~4 1/2 4
90-day bills 31/4 31/2 31/2 3 3/8
90-day time loans 4 4 17/8 4 1/4 41/2
Call lozns, typical

for week 4 4 1/2 4 1/4 4 1/2

There is now a tendency toward higher open market rates which will be
accentuated as the fall demand for funds comes on. There will, therefore, be
& tendency for open market rates to get out of adjustment with our discount

rate, unless this tendency is offset by open market purchases of securities.
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Yolume of Credit.
Vember banks, Total loans and investments of reporting member banks
v are approximately one billion dollars larger then a year ago. _ This is an in-
crease of between 5 and 6 per.cent and may be compared with a typical year to
year increase of 7 per cent for the past 50 years. The makeup of member bank
oredit is shown in the following table:

(In millions of dollars)

411 Reporting Newber Banpks
Commercial loans 8,188 8,492 8,608 8,525
Loans on stocks and bonds 5,092 5,688 5,263 5,533
Investments 5,498 —D.444 5,579 5,653
Total loans and invest- :
ments 18,778 19,624 19,450 19,711

ral Rpserve B . Total bills and securities of the Federal Reserve
System in July 1925 showed a daily average figure of 1065 million dollars, The
figures thus far available for July 1926 appear to indicate a probable average
level between 100 and 1560 million larger than a year ago, an increase slightly
larger than has been the case so far this year. In addition to this increase in
Federal Reserve credit the country's gold stock has been increased approximately
100 million dollars since a year ago, although this increase has been partly off-
set by an increase of $25,000,000 in the amount of gold earmarked in the Federal
Reserve Bank of New York., The change in makeup of Federal Reserve credit as com-
rared with a year ago and more recent periods is as follows:

(In millions of dollars)

July 8, 1925  Jen, 6, 1926  Apr. 21, 1926 July 7, 1926
Federal Reserve Bapks

Bills discounted 450 593 450 556
Bills purchased - 241 345 229 228
U. S. securities 339 369 389 389
Total bills and
securities™® 1,043 1,318 1,081 1,173

*Includes other securities
and foreign loans on gold.
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In general the increase since a year ago in the volume of credit does
not appear to be seriously out of line with the normal growth due to the growth
of trade. No indication of a lack of adjustment between credit and trade appears
in commodity prices, although there is possible evidence of such lack of adjustmeht

in prices of securities and real estate.

uality of credit
As shown in the table for reporting member banks, approximately half of
the increase in credit since a year ago is in loans on stocks and bonds, and these‘
loang are nowAabout as large as they were in February, when the spring high point
of stock prices was reached. Loans to brokers and dealers in New York City, how-
ever, continue about 650 million dollars less than in February., This difference
would appear to indicate thgt stocks are now being carried more largely by direct
loans to individuals rather than by loans to brokers. They may also indjcate a
. somewhat wider distribution of stock ownership, or distribution into stronger
hands. This volume of credit supports stock prices, which are not far from the
prices of last Februarye. The volume of trading is heavy but not quite as large
as last fall or in March,
The category of loans to show the second largest increase is the B0-
called commercial loans, which include loans by banks to finance companies as
well as direct loans to busiﬂesses or individuals., There is no way of knowing
how much of this increase consists of loans to finance companies.
There is also an increase of over 150 million in bank investments.
The change in the use of credit since a year ago may be summarized by
saying that in spite of active business therec does not appear to have been any
large increase in the amount of credit required for carrying inventories, advancing

wages, or other such increases which in the past have usually accompanied this
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stege of the business gycle. Instesd sdditional supplies of eredit sppecr
to be utilized for increcsed prices of stocks and btondes, new issues of se-
curities, some new business enterprises, and instzllment buying.

The examinetions which ere currently made of the losns and invest-
ments of member benks do not reveal in genersl the unwise use of oredit,
although the oonseguences are now being felt in certein querters of too large
advanges for enterprises gonnected with rezl estate.

ilovement of Funds.
S0 fey this year there has been sn import belance of gold smounting

to about 80 million dollars. At present the relative position of money rates
in New York amd London is so closely belsnced thet there is little teandensy for
funds to flow in either direction. The tendeney in both mﬁrt will be for
firmer rates during the fsll, but if rstes should grow firmer more rapidly here
than in London, the tendency would be to stimul:te & gold movement in this
direction. A pull of funds toward this country this fall might be very em-
barressing for London and some of the Buropesn ceanters.
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FEDERAL RESERVE BANK

OF NEW YORK

July 23, 1926

Dear Governor Strong:

I have been away for three days in Columbus snd Cleveland. In Columbus
I was attending the annual meeting of the Supervisors of State Banké, were I '
made & talk and heard a die§uesion on cooperatien between these officers and the
reserve banks in regard to examinaﬁione and supervision, which was very satis-
factory. In Cleveland, we had a meeting of the Bank and Public Relations Com-
mittee of the Agents Conference, which did not produce much in the way of any

. program for concerted effort, but indicated that quite a good deal of good work

was going on in the various districts. |

Martin, who was in Cleveland, had told me that during the period be-
tween tg;;éiearing House Committee's report and the action of tJZ;?i;aring House
itself, which abolished exchange charges, the Chicago Clearing House had taken
action removing Boston, Philadelphia and St. Louis from the discretionary list
and putting them on the charge list. We asked Heath about this. He said
that it waé-a rather hurried action taken in George Reynolds' absence, and that
when the latter returned to Chicagb a fortnight ago, he was very much surprised
and disgusted at the action taken. Heath intimated that perhaps a little later
théi??ﬁ?%ﬁng House might change its attitude. In the meantime, Boston has sent
its Clearing House examiner to Chicago to fimd out just the situation there,
having it in mind that the Boston Clearing House might wish to take retaliatory
action sgainst Chicago checks. Al present Boston has no compulsory charges of

eny kind except on non-par checks. The enclosed editorial sent me by Newton
of Atlanta may interest you.
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FEDERAL RESERVE BANK OF NEW YORK.Z2e........ Governor Strong 7/23/26.

Eddy tells me that Mr. Cunningham has just returned to Washington from
the Johns Hopkins Hospital and is soon going West for some months.

The enclosed copy of a letter from Mr. Winston regardinéﬁg?iver inquiry
will interest you.

Mr., Peacock and one of the young Baring's called for a few minutes this
afternoon, largely to ask after your health and plans. They are returning to
England next week.

I am very much obliged for your telegram about the earnings circular.

I saw your letter to Burgess as soon as it arrived,‘but did not notice until
after getting your cablegram that some one had sent you an earlier copy of the

« circular than was enclosed with my letter. In as much as we have sent out cir-

culars almost exactly like this for the past two years, and other Reserve Banks
the same, and as we often send out information not having to do absolutely direct-
'ly with the operation of the bank, and as the circular in its final form really
would not be very suitable to our monthly bulletin, we have decided to go ahead
and issue it. As you suggested in your letter to Burgess the text has been very
materially changed and one chart has been omitted from it. We all feel that all
of the prickers have been taken out of it.
The closing of so many banks in the Witham System in Georgia and Florida
is meking a great to do in that section. The fact that yesterday two or three
of the closed banks reopened may be reassuring. In our district there has been
some locel gossip about the Withem banks but nothing in the way of real nervousness
has developed. Mr. Reeves and the New Jersey Commissioner are teking active steps
to get the doubtful paper out of the three instituticns which have any substantial
volume of it.
Burgese tells me that he is not writing you this week-end and I agree with
him that from the credit point of view there is very little about which to write.

Everything ie going along smoothly; money is fairly comfortable.
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-

The enclosed is & photostat of a chart which I keep from week to week.
The future depends largely upon the volume at which the sutumn rise occurs,
beginning presumably some time in the next two or three weeks.

I am assuming that you get clippings a&s usual although Miss Bleecker
is away and you have doubtlesa seen that both last Thursday and yesterday there
were rumors asmong the brokers of an increase in our reate, I shall not write
;nything about international metters as, of course, we have nothing to tell you
in regard to these. But the present controversy between the United States and
Britieh Treasuries &s to the British borrowings here is making a most unpleszsant
feeling here which is finding its reflection in editoriale, some of which back
up the American point of view and others feel that it would have been better if
there had been no discussion on the subject whatever.

I remember writing you some time ago that Mrs. Case was quite ill. I
do not know what Mr. Csse has written you regarding her, but as he has gone it
occurgod to me to say that she is now considerably better and that he ie expect-
ing to take her up to the White Mountains a week from today and to be away for
about a month.

Hoping you are feeling fairly refreshed by your stay on the Riviera,

I am

Sincerely yours,

2] f
-~
/L T

Pierre Jaye.

Mr. Benjamin Strong,
¢/o Bank of England,
London, England.

PJ /MEM

Enc.
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OF NEW YORK hugust 5, 1926.

Dear Governor Strong:

e have just finished a rether long directors' meeting, and in the
absence of Case and Burgess it occurs to me that you might like to hear something
about the discussion we have had in the last two or three days on the subject of
an inecrease in our discount rates, concerning which we cabled you yesterday. It
will a1l be old matter by the time this letter reaches you, but nevertheless you
might like to get a little of the background.

As you know our directors, about the middle of July, gave consideration
to the gquestion of t;;»change in the discount rete, and a statement was prepared
for them, copy of which wae enclosed. (Very likely someone may have sent it to
you before.) At that time it was decided that a change was not yet indicated, but
it was suggested that one might be indicated before very long. At the meeting of
July 29, Jjust before Mr. Case left on his vacaticn, he expressed his own opinion
that a change would soon become necessary. On Monday noon the enclosed statement
appeared on the ticker and was at once the signal for a jump of eight or ten points
in Genersl Motors which was followed by another similar jump on Tuesday. On Tues-
day morning Governor Crissihggr called up Mr. Harrison and said that it was his
opinion that we ought to raiee our rate and sell $75,000,000 of securities. We
had a meeting of our directors at lunch that day to discuss your cable azbout
certain further conferences with your friends which you had in mind, and after
acting upon that we discussed the question of a change in the discount rate,
Messrs. Reynoldg, Reyburn, Seunders, Woolley and myself being the directors present.
Mr. Heyburn book no part in tﬁ:tgzscussion and left early. Mr. Reynclds felt that
a change was perhaps imminent but that outside rates were in rather s transition‘/qqiz

/
as he thought,to a higher level and that the picture would be much clearer a week

or two hence. Mr. Woolley expressed the view that we should postpone ection until
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‘ .. by an increase in our discounts we had an unimpeachable statistical justification.
Mr. Saunders thought our rates were out of line and we should increase at once. OFf
course, the discussion was merely informal.

Yesterday afternoon Governor Criesinger called me on the telephone and
seid that the Board had just had & meeting at which e and Messre. Jemes, Hamlin and
McIntosh were present, being sll of the members who are now in Washington, and that
they asked him to advise me that three of them would be ready to approve an increase
in our rate to-day, but that Mr. Hamlin had said he did not care to express a view
until we first took action. Governor Orissinger indicated quite strongly that he
felt we should act at once. I reported this to 2 meeting of the officers' council
which was held shortly afterwards to conasider the subject, add we were quite unan-
imous in our feeling that if conditions & week hence had not changed, and if you
\ sew no objection from the foreign point of view to a rate increase, the rate should
{ be increased next week, but that from several points of view we thought it better
[ not to meke the change this week. Among these were the fact that we asre now in the

period when the month-end transactions had not clarified themselves; last week's
} re ort showed & decrease of. about $18,000,000 in brokers' loans whereas the report

to be made on Monday of next week would probably show an increase of from $80,000,000

to $100,000,000 of brokers' loans; the outside rate situstion will be more clesr a

week hence; to raise this w;ek would make it appear as though our action might be
| coneidered to be based largely on recent stock exchange activity and the Cochran
) stetement, whereas by next week the statement will perhaps be largely forgotten;

and in any event we were nét ready to recommend an increase without first consulting

‘and hearing from you. I telephoned Governor Oriesinger of our attitude, and do not

think he felt very happy about it. |

To-day we presented the enclosed statement and also read a letter from
Governor Crissinger, together with a statement which Mr. Goldenweiser has made to

i
the Board on August 4, recommending that we increase our rate. As ounﬂiﬁé:;;;;dation
| ~
: was for no action to-day there was not much discussion, but Mr. Saunders and Mr.
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FEDERAL RESERVE BANK OF NEW YORK . .. __. < T Benj. Strong, Eeq., 8,5,26.

Ruﬁkle both expressed themselves &s favorable to an increase. Messrs. Reynolds and
Reyburn made no expression. Mr. Woolley and Mr. Young were both away and will
probably not be here next week either. Mr. Young, in talking with Mr. Harrison on
| tke telephone yesterday, however, said that he was quite ready to go along on a rate
increase if the directore felt the eituation justified it.
I have two or three letters from you which I have not acknowledged as I
believe they do not call for replies, but will try to write you further to-morrow.

Sincerely yours,
PWN%’

Benj. Strong, Esqg.,
C/o Bank of England,
London, E. C., England.

PJ/RAH
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Oredit Situstion

Since the statement prepared on July 15 the principal chenges in the
eredit situation have been & further ineresse in money ratee snd an incresse in
the amount of stock speeculation, accompenied by inecresses in seourity prices and
brokers loans. The volume of production and trade continues large and the prevail-
ing attitude optimistic, in marked contrast with the attitude a few months age.

Money Rstes.
The following table compares money rates in July and thus far in August

withthe corresponding perieds & year age. As the table indicates, time money,
commercial paper, Treasury certificates, and bank rates to customers, have in-
crezsed since the middle of July and all the rztes quoted are higher than they were

8 Year &go.
J v e

1228 1920 1928 926
Call loens average 4,09 4,28 41/4-41/2 4~-5
Time money: 7 v

?ﬁﬁm 2'5/25’:1/:25%:3;‘5321/4;2322;’/5212’/3‘

Gomnereisl peper 5 8/4=4 4 4 ‘a8
90-day Blls sy& s 8,1/4 3 3/8
%ﬁ&‘?” 5.06 Sty 5.11 .07 .18
":’-‘.'t:."'a?”‘“ 4-4 I}t 4 1/4 4 1/4 ' 4 1/2+

® étiu somewhat uncertein
The relation&i} between these rates and our discount rate iz shown ia
the sttscheddisgrsm. It mould eppear from this disgrem that the discount rate of
this bank is nor somewhet low relative to open market momey rates, Jjudglng from
the experience of previous yesrs, 4nd the present rate would appsar to offer some
inducement to member banks to berrow.
Pigitized for FRASER
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Veluss of Credit
The total volume of bsnk credit cutstanding is probably slightly

incressed since the middle of July. 1In gmm‘a} t.ht‘ amount of total hm sad
investmente of reporting member benks ie sbout one billion dollars lm than
& year ago, - sn incresse of between 5 snd 8 per cent. This is not out of
line with the usual year t0 year incresse in the velume of credit due to th
growth of the country's business. But in interpreting these figures it should
be borne in mind that the incresse follows an exceptionslly large ineresce in
the preceding year smounting to sbout 9 per cent, and thet this year's increase
hes occurred notwithetanding e decline of about § per cent in commodity prices
and economy in the business use of credit. The incresse in the past year repre-
sents in large part an ineresce in crodit used to finemoe higher security prices.
The amount of oredlt extesded by the Pedersl Ressive Systen Ml 2y Sus
New York Hessrve Bank are shown in the follewing teble, which gives the Plgeres
in daily averages for the meonth of July. |

DAILY AVERAGE N

(In Hillions) N
Di scount s 482,58 549.4 142.4 T
Bills Purchesed 232.7 229.9 56.9 41,8 p A
U. 8. Securities $57.7 . _379.8 Lia2 A

Total Bills end .
Securities 1,088.3 1,1686.3 250.0 01,6

The month to month changes in the System and the Hew York bapk are
shown in the following diagrams. ;
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Speculation
In the past few deye representative averages of induetrisl stock

prices huve reached new high points for =l1 time sand railroad stocks bhave
resched the highest prices since 1913, This movement haas been accompsnied
by an increase of sbout 100 :illion dollars in loans to brokers and deslers,
and when the figures are avsilsble they will probsbly indieste that total
lozns on securities by member banks are close to the higheet peints for the
year. For some weeks past the stock merket appears io hsve been largely pro-

fessional in character, and largely influsnced by the activity of a2 number of

powerful pools, but in the past few days there appears to have been =n incresse
of publiec participation. It would sppear that the increase in stock speculation

in recent months has been facilitated by mederztely usyiénoy.

Volume of Trade.
The latest figures for bank transactions indieate thst trade in July

wae as active as in any previous month of 1928. The rate of production of iron
and steel hzs bDesn ineressing recently, production in other lines is at = very
high level, :nd there appears 10 be somewhat more freedom in forward ordering

than was the case earlier this yesr. In the building industry there sre beginming

to be evidences of over-production end there are similar situstions in & number of

other industries. The psycholegy of business sppears to have undergone a marked

chznge and is more opthist:ie 2nd less cautious than it was a2 few months sago.

Gold Movement.
fecent gold movements have included en import from Australis, whichk is

likely to total about 20 miliion, smsll imports from Mexico, & smsll export te

Caneds, :nd an export of cammerked gold to one of our foreign correspondeats,
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vhich does not affect the ecredit situation. No large further movement w to
be in immediate prospset.

Thile the general tendency of an incresse in our rate relative to foreizn
rates is to ettrect gold to this country, it is nob now sppsrent, with the rate
litelath;a ae at pﬁaent, that thece would be cay md movement resulting from an !
increase of 1/2 of one per cent. in our rate. The Mk of ksund diceount rate is
now § per cent., and the bill rate in London 4 1/4 to 4 5/16. Thus even with an

inaresse in our rate London rates would be higher then rates in New York.

Ts the Directors -
Magust 5, 1926, St : : |
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FEDERAL RESERVE BANK

OF NEW YORK August 10, 1926.

Dear Covernor Strong:

Your cable No. 52 to Mr. Harrison led us zll to do a good deal of hard
thinking over the last week-end. The first reactions of the officers to your sug-
gestion, with the exception of Mr. Kenzel, were all adverse. The general feeling
wae that such a large change would startle the country, coming at s time when the
general rate structure would hardly justify it. It would give an indication that
the System saw something in conditions about which it was thoroughly alarmed, whereas
a8 far as we can see, there uiﬂ nothing to be greatly alarmed esbout. We all
thought about it over Sunday and talked about it most of Monday at the officers’
council and executive committee meetings. Mr. Harrison at Jamestown got in touch
with Mr. Young down at the Cape and he had the same reaction as the rest of us. I
am not quite sure whether Kenzel felt in favor of your suggestion, but he did not
feel that it would be as startling as the rest of us felt.

We el1 felt that we should change to 4 per cent. now, which the general
rate structure amply justifies; that we should watch the situation carefully durirg
the next few weeks, and if it secems desirable we could sell securities and later
reise the rate znother one half of one per cent. I may say, however, that on receipt
of Governor Crissinger's suggestion that we should sell $50,000,000 to $75,000,000
of securities and raise the rate t6 4 per cent., Mr. Sailer consulted all members
of the open market committee and they felt at that time opposed to selling securiti es.

it the executive committee meeting Mr. Reynolds made a knowing exclame-
tion when we read the paragraph about fixing the 1imit upon heavy borrowers. That
suggestion was not discussed in the executive committee meeting, but we discussed
it at the officers' council and are making a close study of the situation with a
view to seeing what if any line of action it seems logical and practicable to
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2 Benj. Strong, Esq., 8/10/26.

FEDERAL RESERVE BANK OF NEW YORK

I must say we a1l felt relieved to receive your cable indicating that
you were satisfied with the action likely to be taken, after canvassing opinions,
on Thursday, August 12.

On reading your cable No. 52 some of us thought that perhape our No. 43

to you, from the way it was phrased, had perhaps made & little too strong an
impression of alarm on our part, which reelly was not the case. Mr. Reynolds at
the executive committee meeting, entirely independently, said that he geined the
seme impression after hearing the two cables read.

This morning the stock market opened weak. Dow Jones stated that this
was on account of the publication of the increase of over $80,000,000 in brokers
loans during the past week. The market continued under pressure all day, and
the general list closed down from one to three points while steel was down .~ five
and Genersl Motors down sixteen. Also money ruled at 5 per cent. in the latter
part of the day.

I think our rate change oﬁ Thursday will have a salutary effect.
Probably 'you have seen from the clippings that it is suggested that General
Motors is about to declare a large stock dividend now and Steel is likely to
follow suit -after the first of the year.

I am enclosing a memorandum I have asked Mr. Roelse to make up, bringing
up to date the memorandum of a.week ago cent you with my last letter,

Alexander tells ﬁe that he has to sail on September 15, two days before
the Advisor& Council meeting. We shall have to c;nsider on Thursday appointing a
substitute.

I was delighted to read of Ben's promotion yesterdsy. I lunched with
Warburg on Fridéy and he did not say a word about it. He has gone to the Adiron-
dacks for = month with Mrs, Warburg and is expecting to spend most of next winter

in California.
Herrison is writing you about his encounters with the Clearing House
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FED;ERAL RESERVE BANK OF NEW YORK...... 35 Benj. Strong, Esq., 8/10 26.
'committee. He ecquited himself mighty well in a difficult situation.

I was much obliged and so was Mr. Winston for your cablegram with regard
to the Indian Currency matter. I am keeping him deily adyised of any information
we receive.

You might be interested in the enclosed copy of a letter Burgess wrote
to Mr. Winston yesterday. Mr. Winston is mosp anxious to get your views after
reading the report.

Sincerely yours,
/ &

Benj. Streng, Esq.,
C/o Bank of England,
London, England.

PJ/RAH
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PERSONAL AND FEDERAL RESERVE BANK
CONFIDENTIAL

OF NEW YORK
August 10, 1926.

Dear Governor Strong:

As indicated in my last letter I have two of your letters to acknowledge
dealing with your personsal matter; namely, the typewritten one of July 1 and the
longhand one of July 13. Since receiving the latter I have followed your recom-
mendation and attempted to forget the subject for the moment, but I don't need to
tell you that it is something one cannot very well forget because it is so vital
to me and to everyone else in the bank.

I think your analysis of the situation with the governor is correct. He
is not likely to retire unless illness compels. A letter I had from him yesterday
contains the following sentence: "I feel that I am getting along better and am .
getting stronger each day." He is now in Marion for a few days.

I feel that there is not anything else for us to do until we hear of
your discussion with the Secretary. As to the statement in your longhand letter,
"Now it has occurred to me that no one took my statement at face value, and that
the idea of dealing with it impersonally could get nowhere," I may make this com-
ment; the officers took your statement at face value but the directors did not.
They were at the outset opposed to dealing with it directly and it was only my
insistence and the evident failure of the indirect method that led them to
authorize me to go direct. In the meantime I have seen copy of your letter to
Harrison in which you mske two interesting suggestions regarding personnel.

Sincerely yours,

P%,'

Benj. Strong, Esq.,

C/o Bank of England,

London, E. C., England.
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FEDERAL RESERVE BANK

9
, -
! OF NEW YORK ' August 18, 1926.
.
Dear Governor Strong:

Dr. Burgess is theoretically away on his vacation during August, but as a
matter of fact, as he ie only down at Atlentic Highlands we have had to call him in
on two or three occasions. First, when we were discussing the rate change and
second, in prepazraticn for the open market committee meeting yesterday.

In Dr. Burgess's szbsence I am trying to take his place in writing you about
money market conditions.

Our rate change spparently took the street rether by surprise, as you no
doubt have seen from the clippings sent you at the end of the week. Owing, however,
to its coming at the same moment as the General Motore 50 per cent. stock dividend
the stock market took it rather calmly. Industrials, however, have been notl very
strong since, slthough rails have continued to advence somewhat and, as you doubtless
have noticed, are selling at very high prices, but the earnings of the good roads are
remarkable,

During the pest week time money has firmed up to 4 3/4 and commercial paper
is much more generally on a 4 1/2 per cent. basis. The greatest change has been in
bille which are up about 1/4. Mr. Kenzel reports that bill dealers advanced their
rates quite sharply on Monday, not knowing which way the market was going to move.
They felt they had better put themselves in a defensive position. We advanced our
buying rates from 1/8 to 1/4 on Monday so that they sre at present as follows:

01d Minimum Established by New Rates at Which Thie
Directors for Prime Indorsed Benk is Buying Prime
Bills Indorsed Bills To-day
30 days 3 1/8
1-45 days 3 3/8
60 days 3 1/4
46-90 days 3 1/2
90 dsys 3 1/4 .
- 4 months 3 3/8 % 5/8
5-6 months 3 3/4 4
Digitized for FRASER tads acceptancee 5 1/2 { i
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)
v At the officers council meeting this morning Mr. Kenzel suggested that in
view of the uncertain state of the market he thought he should be in a position for
a few daye longer to maintain our rates in a somewhat flexible stete. He is inclined
to think, however, that in the course of 2 week or two we should advaence our minimum
buying rate to 3 1/2 snd 90 day rate to 3 3/4. The purpose of this would be to make
our bill rate closer to our discount rate and perhaps to stimulate rediscounting
somewhat rather than sasles of bills.
The Cl earine house made no change in its rates for interest paid on de-

.«

posits as a result of eur change in discount rate.

The open market committee met here yesterday under Mr. Sailer's chairman-
ship. Messrs. Harding, Fancher, Hutt and McKasy were the members present, and Messrs.

Crissinger, McIntosh and James’ggre also present from the Board. The meeting was

called to consider a request from Mr. Winston to purchase $40,000,000 of Third

Liberties, of which $25,000,000 were in the System account and $15,000,000 in inde-
pendent accounts in other Reserve banks. The net result of the meeting was to vote
to sell the $25,000,000 of the System account and to ask the other banks to turn
their Thirds into the System account in exchange for other securities. There are

$67,000,000 of September 15 certnficates in the System account, and the question

arices whether to let these run off in September or to replace them. It was decided
to hold another meeting of the committee during the first ten days of September, to
reach a decision on this point. I understand that many differences of views were
presented. One extreme view wae gradually to replace 440,000,000 with other secur-

jties while the other extreme view, expressed by Governor Crissinger, was that the

whole $270,000,000 of securities should be sold by the first of October. Governor
Crissinger was very much disturbed about two things:

(a) The stock market, which he is convinced is the most vicious
market in years, because in his opinion it largely consists
of an attempt by insiders to distribute their securities
to the public with a view of geiting them back later in the
year after elections when, he thinks, we may very lilkly
have a democratic Senate. Governor Crissinger felt that
if we wers going to have a big market and then & slump we

ol should sell our securities so as not to be in a position

‘Eﬁﬁ:ﬁ:;EGZEio@/ , _where people might say that the Reserve system had aided
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speculation by keeping its funds directly in the market.
In his opinion, if Reserve bank credit is used it should
Q be taken through rediscounts at such a time.

(b) Because he fears that in many sections of the country optimism

is not warranted and we should not let business get too
much of a gait.

On the other h:nd Mr. Jemes felt quite content to carry our securities and
would not feel badly should the occasion warrant it if we had a considerably larger
amount. The net result of the whole discussicn was as I have given it above.

Governor Crissinger seid that Ioﬂé was having a fine corn crop this year,
while other sections, notably Ohio, Indiana and No£thern Nebraska and South Dakota,
were having a very poor corn crop, so that prices were rising, and he thought would
rise much further. He felt that this would have a wonderful effect in straightening
out the credit difficulties in Iowa.

We heve lost $9,500,000 gold to Canada on the present movemént. How long
this will continue no one can tell. Recently the exchange has been a little less
favorable to exporting to Canada. On the other hand Canada may need the gold as a
basis for seme of its autumn note expansion. Mr. Kenzel says that the guess is that
the movement will run to $20,000,000. Mr. Harrieon says that all guesses on the
gold movement to Canada have so far proved wrong.

Mr. McKsy says that business in Chicago had never been so big in the history
of the city, end out there they were léoking for a record-bresking autumn.

From the earnings of the Federal reserve banks to date it looks as if, with-
out any question, sll of them would earn their dividends and have subsetantial zmounts
over during the present calender year.

Governor Crissinger stated that one of the brokerasge houses in Washington
had telephoned to New York & quarter of an hour before we announced our‘rate increase
last Thursday stating that our rate had been raised. He said he heard in several
guarters the feeling expreésed thst some of our directors were so close to large
bueiness undertakings that it wse felt that their howledge of rate discussions was

. rather unfortunate. I told him that I did not see how, if we were to get good
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O

directors they could avoid being in large undertakings.
¢ The Governor's heal'th is much better than when I last saw him.
Recently, Mr. Bowers of the National Benk of Commerce, came in to say that
Martin Saxe, who has charge for all the New York City banks of their suit to recover
some of their payments under the Monied Capital Tax, would like very much to have
the figuree of the Stock Exchange Loans for the period beginning in 1921 after your
testimony before the Agriculturasl Inquiry Committee, down to January, 1926. He seid

that he understood last year some of the larger bsnks objected to the pubtlication

of these figures, but he was quite satiefied that if they thought it essential to
their counsel in thie suit they would be glad to ask us to give them to Mr. Saxe.
Mr. Ssxe would use the figures in his brieé and they would inevitably betome public
in due course. The officers have discussed the matterand we ell feel that}%he banks

who gave ue this information now want us to release it there is no reason why we should

not do so. Incidentally some of ue rather feel that it might be a good time for the
FederalvReserve Board, if it wished to do so, to =gk ue for these figures and publish

them in the Bulletin, together with those you furnished the Agricultural Inquiry, as

anxious to have them last January but We thought that they should not be given out at

!
|
|
e sort of background to the present figures. You will remember that Stewart was
that time se it might cause too much of a shock. Now, however, the public is used
to these brokerage figures and it certainly would be interested to see whet they used
to be in former yeers. It might slso have some effect on brokers if they saw how much
sbove the level of previous years the present year's figures are. If you ghould feel
like cabling your views on this subject I think we would all be very glad to have
them. . ..

Hloting = recent letter of yours sbout the Uapitol Nationel Bank end its

president, you may be interested to kmow that we have recommended to the Board adversely
in regard to granting them trust powers, but the intimation is that the Board will

over-rule us, ae I gather the Governor is very favorable to granting powers.
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FEDERAL RESERVE BANK OF NEW YORK S Gov. Strong ‘ 8/18/26.

O

gent one each to Winston, “rissinger and Goldenweiser.
O Alexander will be unavoidably absent at the next Advisory Council meeting
September 17, and we have appointed MeGarrah to act in his plece.
At this point let me acknowledge your good letter of August 3 from fmster-
dam and refer to = few matters you speszk of.
Mr. Baker could not make the address before the A. B. A. Ve suggested

some other nsmes which did not strike Wells favorably. He suggested Governor Seay

and our view was that he would not contribute very much, so I think he has given up
the idea of having & key speech on the System. \
Referring to what you say about the expense account of the Indian currency
| matter, you may be interested to know that the account was not sutmitted to the Board
in detasil by Mr. Winston, merely the aggregate figure. In this connection Mr.
Harrison may already have writtep you that Governor Crissinger told him recently
when he was in Weshington that Mr. Jemes had heard &l1 about your appearznce before
the Commission from some of the democratic senators.
In regard to Mr. Line the matter definitely crystzllized on Mondsy and he
is going to leave September 15. He gets a salary of $16,500 and a 20 per cent. bonus.
I have & little of the feeling that you have in regard to Mr. Downs, but
the question of the change will await Mr. Case's return on September 1lst., I think
we a1l feel that it should be made if possible without tsking in any outside people.
Mr. Harrison has just been in snd showed me the telegram he is sending you
to-day which gives you most of the information I have already written about the effect
of our rate and the open market meeting. Nevertheless, as there are some things he
has not touched on I won't re-write the letter but will let it go ealong as it is.
The Board has finally approved my vacation and I am now hoping to leave on 1
Saturday September 11, to be gone untii the end of October. The Board is planning \

to have the sutumn conference shortly after election.

Mr. Barrows returned on Mondsy from a month's vacation spent on the water
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. and in England.
C

Gov. Strong 8/18/26.

I am afraid thie is a pretty rambling letter!

Benj, Strong, Esq.,
C/o Bank of England,
London, E. C., England.

PJ /R&H
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FEDERAL RESERVE BANK

OF NEW YORK

August 27, 1926.

Dear Governor szongf

Yesterday I received your letter of August 11 regarding the Indiam
Currency Report. I have sent a copy of it to Mr. Winston and have asked him
whether he wishes me to do anything further with regard to the last paragraph,
which speaks of an analysis by Professor Sprague and poseible preparation of
material for public use. As far as the bank is concerned, I think that we .

have no reason to make any public statement. There is & good deal of dis-

cussion of it in the papers and once in a while your connection with the testi-

mony is mentioned. I presume you get clippings of such things from Miss Bleesckern
The report is evidently stirring up a good deal of interest in the country, and

of course it represents a very important change in an important country, which
cannot help having some effect on monetary systems elsewhere. .

I am enclosing copy of a letter which a man named Fuller has been send-
ing around to & good many banks in the Middle West. I am slso sending you a
copy of a letter which the Federal Reserve Bank of Minneapolis received from one
of its correspondents. Harrison sent a copy of it to Winston and yesterday
Winston made a little statement on the subject, concerning which the enclosed is
a clipping.

Last Tuesday I was in Weshington at é,meeting of the agents' examination
committee with the Board's examination committee, now consisting of Messrs. Platt,
James, and McIntosh. We presented again, somewhat redrawn, the report and sug-
gestions we presented last April and this time it appeared as though the Board's

comnittee would accept our view, which was that the agents should do the exsmin-

ing rather than the Board and should be held responsible for it; and should be
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" FEDERAL RESERVE BANK OF NEW YORK 2 Governor Strong August 27, 1926.

required by the Board where examinations now are unsatisfactory, as the Board

feels there are in many states, to secure satisfactory examinations. We according-
ly finally presented our report to the Board's committee for such disposition as

it sees fit to make of it. I had felt rsther hopeless azbout the matter because
James had been so insistent that the Board should do its own examining of state
banks. As a matter of fact, due to the distressing situation in Florida and to

the blow-up of the Witham system, under which some 80 banks in Georgia and Florida
have closed, and to the fact as I understand it, that many of the country papers

in Georgia are blaming the Reserve System for the failure of the Witham venks,

which were all nonmembers, and to the fact that the Atlenta constitution has been printing
editorials saying how much better member banks are than nonmember banks on saccount
of Federel Reserve supervision, the Board feels it has & great responsibility. Its
members have recently discovered that although the agents send in copies of all exami-
nation reports of state banks, they are pidgeonholed in Washington and not analyzed,
Consequently, the Board has voted to establish a division of member bank examination
which will be in charge of a first-class man and a proper staff which will pay some
attention to these reports as they are sent in and will endeavor to keep the Board
informed as to the states in which state exeminations are satisfactory and those in
which they are unsatisfactory. Our committee feels that this is an excellent move
and will doubtless lead to our gecuring better exsminations and probably better
supervision by the state supervisors. At present we hear nothing from the Board

on the subject except a general complaint. With this new division we should be
able to localize the complaint where it belonge and teke steps to improve conditiona
Governor Crissinger is also busy engaging four or five high-grade examiners to be
attached to the staff of the new department, which can be loaned to Federal Reserve
agents to supplement their own staffe and thus help secure better examinations,

But in all cases, as I understand it, the examinations are to be underteaken by the

agent rather than by the Board. If used properly I think this is a good move
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FEDERAL RESERVE BANK OF NEW YORK... . 9. ... Governor Strong August 27, 1926.

also, but of course you will see that it has its dangers. I think that this whole
question will be the principal point of discussion at the asgents' conference this
autumn.

I understand from Governor Crissinger that the conference will be held
shortly after election, which this year will be November Z. My guess is that it
will be the week beginning November 8.

Governor Crissinger has got a new doctor and is very much improved in
health, spirits, and looks. He told me that Mr. Miller had spent an hour with him
the day before telling him &ll about his trip, which covered England, France, Belgium,
Switzerland, Holland, and GCermany. I forget whether or not he went to Vienna and
Prague. I asked Governor Crissinger whether Mr. Miller had heamiany criticisms of
the Federal Heserve System on the other side, to which he replied that the contrary

. was true; that Mr. Miller found everywhere a tremendous appreciation of the System,
which had impressed him gresztly.

I find that Mr. Cunningham has been out in White Plaine for about a month
occupying, with Mrs. Cunningham, & house lent him by a friend. I called him on the
telephone yesterday and he expects te be back in Washington next week. He Iill/@hJLAfQO
spend a day with us at the bank in the meantime. He has much improved, is walking
two or three miles a day, and feels that he has gotton on top of his troubles.

I have recently again discussed with Mr. Harrieon your letter of July §
on the subject of the Carroll argicles, and your suggestion that I talk with Garrett
on the subject. We feel that in view of the statementsé%%ﬁ% articles in Mr. Harrison's
letter, dated May 27, and in view of the fact that the matter is now so cold and old, and
that nothing else of the kind is likely to come up during your present trip abroad, it
would be just as well not to take it up with Garrett. But in the meantime, as I think
I may have written you, Julian Mason hes become editor and you will doubtless find it
easy to discuss the subject with him when you come back. I hope this will be satis-

factory to you.
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I am planning to leave by the Paris on September 11. My programme is
to spend two or three days in Paris and then go straight to Naples, meet my family
there and spend a week in each of the following: Sicily, Athens, Rome and Ngples,
sailing from the latter place on the Duillio Uctober 23, which should bring us
home on October 31, or at least Monday morning, November 1. This is purely a
pleasure trip for me, but if you see no reason to the contrary I should like to
pay a brief call on both Moream and Stringher, if you feel like sending a line of
introducticn for me, care of Morgen, Harjes. On the other hand, I can quite well
understand it if you think that Moreau has had enough of Federal Reserve for the
time being.

We have had rather a quiet week in the bank. The System's statement
yesterday showed a decrease of 39 million in govemment securities and an increase
of 36 million in discounts, thus reflecting very accurately the sale of 40 million
of thirds.to the Treasury, about which you have doubtless been advised. The up-
town banks are not borrowing as much as they did last year. Herman's bank is
not borrowing at all. Money is working stiffer and business is going ahead at a

high rate. Brokers loans have shown the following weekly changes since July 1:

Loans to Brokers and Deslers

by New York City Banks

(In Millions)

Date For Own Account For Correspondent Banks For Others Total
June 30 1103 884 579 2,565
Juy 7 1019 952 632 2,603

"o14 933 1016 652 2,601
R 954 1018 648 2,621
" 28 934 1015 653 2,602
August 4 995 1025 669 2,689
IS 1 937 1089 694 2,720
% 18 919 1105 719 2,742
25 942 1073 717 2,731
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This moming we had quite a discussion at the officers' council meeting
about operaticns in the bill market and I asked Mr. Kenzel tc draft the enclosed
memorandum to send you.

The Board has granted trust powers to Max Radt's bank, in spite of our
recommendation to the contrary.

lMcFadden has stirred up the wolebranch bank matter again by issuing a
statement about a month ago, the gist of which is that the banks had better express
their views on the subject to senators and congressman so that these legislators
will have accurste information before Congress reassembles. As & result the A, ,B.A.
has sppointed a committee of 100, with Walter Head of Omaha as its chaimman, to
represent it in the matter and unquestionably it will be the leading topic at the
A.B.A. convention in Los Angeles. Wingo has recently made a stirring speech in
Chicago against branch banking.

I was glad to hear from Leffingwell recently that he had seen someone
who had seen you and reported that you were looking very well indeed. I hope
this is the truth.

Sincerely yours,

Encs.
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PERCY JAY FULLER
522 Fifth Avenue
New York

August 14, 1926.

Gentlemen:

From time to time we have forwarded you informetion with reference to
the foreign exchange markets, and especially information with reference to the
franec.

The last grest drop of the franc went down to 196 and then came about
the formation of the Poincare Cebinet. What is happening now, is that the
Bank of France and the Government of France are buying francs on the open market
with the balance of the Morgan Loan. This action serves a double purpose, &as
it helps sustain the franc to a certain degree as well as gives them their running
expenses. There is nothing mysterious or complicated sbout this it is very plain,
and the vast amount of propagenda that is being put out in an effort to sustain ‘
the franc is simply in anticipation of further loans to be cbtaired ir this country.

It is our opinion that there is nothing that can save the franc, and I
em quite sure that it is unnecessary now to warn the public with reference to the
bandling of foreign money, particularly of the continent, as it is almost a cer-
tainty that they will not pay their foreign indebtedness and are maneuvering in
every direction to get rid of it in some way by hoock or crook.

It has been suggested that large loans have been made by the Federal
Reserve Bank of New York to the French and Belgisn Governments, and they have
been secretely made, which shows the anxiety of Governor Strong who has been in
Europe for many months. In fact, the most suspcious part of it is, that most
every financial personality connected with the Federal Reserve System and the
Treasury Department is in Europe at this time doing everything possible to obtain
scmething of some tangible security back of these loans.

Let us hope that they will be able to do something at least to protect
themselves, because it is almost assured that they will suffer huge losses as a
result of their indiscretions.

It is to be hoped that no persons shall be persuaded by the silly,
stupid and foolish propaganda which is now in vogue, because the franc, according
to the highest officials, is doomed and there is no way in which they can be saved.

The action of the franc at the present is just the same as & farmer try-
ing to buy back the potstoes he has once sold to the public. Keep in mind the
old phrase, "Beware of Entangling Alliances," whether financial or otherwise.

Respectfully,

PERCY JAY FULLER
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FARMERS NATIONAL BANK

Blue Earth, Minn.

August 21, 1926.

Mr. R, C, Lilly,
Merchants National Beank,

St. Paul, Minnesota.
Dear Mr. Lilly:

I am encloesing a circular letter from New York. Can it
be possible that the Federal Reserve Bank of New York has invested other
banks' funde in French bonds as this circular claims they have?

Do you think our Minnespolis Federasl Reserve Bank has done the
same thing?

After you _read this circular, wish you would return it to me
and tell me what you think sbout it.

Yours very truly,

F. H. Davis,

Cashier
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(Copy of handwritten letfer]

Thirty Three Liberty Street
New York
L] Sept Tth [ 1926]

Dear Governor.

This is to acknowledge yours of July 29 (red'd Aug.20) and yours of
Aug. 26, red'd today. Both were on the subject of your own situation. The first
left it just about the way it was when I talked with the sec'y; but in the second
there was a note of much more encouragement. We have naturally given much thought
to names, but it is difficult to cover a wide range of territory when you can't
discuss it much with others outside the bank. Jaffray of Mingeapolis was the only
name which came up that sounded at all promising. I don't kny him. I will put
it up to our directors Thursday. I like the Anderson idea and will try to get a
line on his circumstances. I did not like the Winston idea at first, but it grows
on me daily + I now feel quite enthusiastic. Harrison (I believe has written you
ofiten about the personnel aspects of the question.) Cunningham has now returned to
his desk + seems to be much improved. The same is true of Crissinger.

I'm sorry to be away Jjust as you + the Sec'y return + the situation again
becomes active. I should like to be able to be of some help in the matter. It is
almost impossible to picture what the bank would be if you were not in it, and your
departure would be the greatest loss to me personally; so much so that I can't
bring myself to feel thaty it will come to pass, however much I am convinced that
you are much in earnmest. Some way will have to be found to keep you.

Let me say that Harrison has been developing finely since you left. His
thought + his Jjudgment on foreign matters + on everything else in the bank have
been excellent. In my opinion (I don't quote others as I have had no discussions)
he has made a great atride forward in the position he occupies in the bank.

Case had a talk today with Reynolds about borrowing. The latter said
he'd think it over + discuss it later. Case felt encouraged.

Your discussion of rates in yrs. of Aug. 26 was very interesting; also
your hope that we may get through without another increase, It is too early to have
a judgment on that.

You asked me to let you know if Lins left. You have doubtless seen in
the minutes that he is resigning as of Sept. 30.

Did you know thet Whitmarsh's son died suddenly in the White Mts. Satur-
day, Sept.4?

I'm expecting to sail on Paris or Dlympic Saturday (1lth). Sorry not to
see you on the other side - we may very likely cowss on the ocean, I gather. Though
your last cables indicate your plans are very unsettled.

With my best regards + hopes for a satisfactory solution of the problem
you put up to the Directors,
Yours sincerely
[signed] P.J.
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49 East Sixty Fourth Street
[ N New York

o Copy of longhand letter

Decenber 24, 1926
Dear Ben,

To me the high point of the dinner was your letter. That and
your newspaper statement have been, for me, the best things of the past
three weeks.

I can only hope that the prediction in your letter that I may !
be of some use to Gilbert will turn out to be correct. If so, it will
be due almost entirely to my close relations with you during the past
twelve years which have given me a glimpse of the many economic and other
ideas that go through your mind and of the thorough way you attack problems.
These twelve years have been without question the richest and happiest years
of my life. I hate +to think how very much poorer they would have been if
you had not been the guide and inspiration of the F. R. B. and all that
work therein.

The dinner seems to be generally regarded as a success. Of
course, for me it was overwhelming. But it had a note of reality about it
which I couldn't overlook and which made me very happy. And everything was
so beautifully worked out and in such good taste. The humidor you and the
others gave me is a charming piece of work and most useful. The resolutions
were all too good and the engrossing the most attractive, in its simplicity
and dignity that I have ever seen. But as I have said before, your letter
was the high spot of the evening, tho' the speeches were all good and short,
and O. D. Y.'s [Owen D. Young's] was a brilliant piece of crisp composition.

I stopped in at a bookshop yesterday to find a book to send you, but
then I remembered a big pile of hooks which Ernest seemed to be packing; so I
thought Ild send you something of a more personal nature. So I've asked
Black, Starr and Frost to copy a pair of sleeve links that I wear constantly
and send them to you two or three weeks hence. They belonged to a fellow
named Frederick Jay, a brother of my great great great grandfather. They have
his initials on them, but, of course, the replica will have yours. They're
rather thin and old-fashioned. But I like them, and I'd like you to have a

copy .

Winston says that the Secretary has arranged that filling my place won't
occur till after he returns next week. That seems to us all advisable as the Board
is perplexed by salaries and all such things at this time. Hamlin is the only one
we know of who is openly for Burgess -- not a very good beginning! I expect to be
in Washington Thursday with Gilbert to meet some of the State Department people,
and shall certainly have a talk with Mellon, in addition to saying goodbye to the
Board members and staff.

In regard to the Christmas party, I found the Elub had s dance scheduled
for the 29th and was beginning to sell 5o¢ tickets for a dafeteria supper. We all
felt there was no reason whatever why the Bank should dot absorb this, and so it is
to be done. In fact, I think we might do more, in other ways, to make Christmas
more Christmasy in the Bank, and Case and I are discussing some plans for next year.
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T hope you got to,Asheville in good shape and are continuing to
gain., As I say my farewell's at the Bank, and the inevitable regrets arise
at leaving such an atmosphere and such associates, the really bright spot is
the prospect that you are going to come back so well and are going to be in
the Bank for so meany years to come.

With my very best to you this winter and always,
Affectionately yours,

(signed) P. J.
[PIERRE JAY]
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PIERRE JAY, EsQuire

Given by
The Officers and Former Officers
of the

Federal Reserve Bank of New York
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1926
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Menu

HORS D’'OEUVRES:
OYSTER COCKTAILS
CELERY _ OLIVES . NUTS
CREAM AMBASSADEUR
FILET MIGNON BORDELAISE
POTATOES AU GRATIN
CAULIFLOWER POLONAISE
ENDIVE SALAD (FRENCH DRESSING)
ASSORTED CHEESE CRACKERS

DEMI-TASSE

“Present

Dudley H. Barrows
Thomas W. Bowers
W. Randolph Burgess
Henry V. Cann

J. Herbert Case
Gilbert E. Chapin
Charles H. Coe

Jay E. Crane

Ralph T. Crane
James F. Curtis
William H. Dillistin
Edward L. Dodge
Herbert S. Downs ‘
Edwin C. French
Ray M. Gidney
Arthur W. Gilbart

George L. Harrison

Edward H. Hart
Joseph D. Higgins
Pierre Jay

J. Wilson Jones
Edwin R. Kenzel
Adolph ]J. Lins

L. Randolph Mason

Walter B. Matteson

-Joseph L. Morris

Francis Oakey

Robert M. O’Hara

Jesse Holladay Philbin
George B. Roberts
Leslie R. Rounds

Louis F. Sailer

W. W. Schneckenburger
Stephen S. Vansant

I. Ward Waters
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Dinner

in honor of

Pierre Jay, Esquire

Givemn hg ftbe Directors and Officers
of

The Federal Reserve Bank of New York

Monday evening, December the fwenticth

University Club,New York

19286
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SPEAKERS

HON. D. R. CRISSINGER

MR. ROBERT H. TREMAN

MR. OWEN D. YOUNG

HON. §S. PARKER GILBERT

MR. J. HERBERT CASE

MR. W. L. SAUNDERS

Presiding
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TR R T AT ‘

It has not always been my practice in the past to discuss possible
‘rate changes at the-éffioers Council meetings, salthough at times this has beea
‘done. * You will remember that the recommendations as to rete changes have alwgs -
been made by me as & personal recommendation, without indicating what has preceeded
‘the recommendation, = I gather that some of the directors havé been disturbed by
‘suggestions of leaks;‘aﬁd by the further suggestion that‘thefe'are 80 many people
‘discussing rate action in the Bank that the poeaibi;ities oﬁiléaks are consider-

able. '~ While I‘'do not 'agree with this view entirely, I think it may be wise to

have an understanding zs to Low rate discussion should be mansged during this period.

It will be best not to have it deslt with by e special committée of the'directors,

because the Executive Committee already-has suthority under the by-laws to make rate

changes, snd sny such digcuseion should maturally be with the Executive Committee.;

“9  But a8 that committee meeteion Monday, it is too far ahead of the directors' meet-
ing to Justify such a discuseion. Vy preference would be to have Mr. Case and
Mr. Harriscn take up rate questions with Mr. Sailer sand Mr. Kenzel on the day of
tha directors' meeting, eand, if possible, consult one or two of the members of
the banfd who serye on the Executive Committee prior to“the~board:ﬁsating. 1
do not like ﬁhe idea of recommendations being made to the directors as coming
from the Officere Council, indicating formal discussions and records of action’
taken.

The question of relations with the Federal Recerve Board is bound to
becoms active with both of us away. In the past certain actions have been taken
which appear to establish a preoedent a8 to the Board's authority in certain ; |
directions, which I believe have been unfortunate. If the directors feel will%ng
to have & tmall committee of, say, three members of our board confer on these m;t-

‘:

-Z ters during the next six months, or even longer, my suggeetion would be that a ?
committee consisting of the Federal Reserve Agent (when uppointed), tOgether with
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Messrs Reyburn and Woolley represent the board, and Mr. Case and Mr. Harrison the

officers. Any important questions with the Board could then be considered by this

ocommittee, and recommendations made to our directors. I would be inclined to have

the Federal Reserve Agent act as chairman, and Mr. Reyburn as vice-chairman.

We may have some important matters in connection with our foreign busi-
ness to deal with, and it strikes me that & emall committee consisting of, say,
Mr, Young and Mr. Reynolds, would be best, with the understanding that they would
consider matters submitted by Mr. Harrison, or else meet with the deputy governors,

80 ap to give general supervision to these matters during our absence.
;
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