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CABLE ADDRESS'WHITECASE

WHITE & CASE
14 WALL STREET

GBC--KVC new vork  November 10,1914,

iﬁ'\Ju J,(, i3 14

Mr. Benjamin Strong, Jr.,
62 Cedar gstreet,
New York City.

Dear Ben:

I have your letter of Novermber 10th. We haven't
done anything about looking up the question of the legal
method of caleulating discounts in this gtate, because it
was my understanding thHat Jou Were going to send over a
memorandum which would desoribe just what you wanted, and
the reason of the diffieulty experienced. I sald at the
time, you will remember, that I didn't know anything about
it and wanted to be a little clearer as to the precise point.

Will you have somebody do this and we will be
glad to do what we can?®

Very truly yours,

C;—jw 2 3 GQ/@\

deral Reserve Bank of St. Louis




CABLE ADDRESS: FARMTRUST.
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EDWIN S. MARSTON,PRESIDENT. BRANCH OFFICES
SAMUEL SLOAN,VicE PrReST. NEW YORK

AUGUSTUS V.HEELY, Vice Pres'T & Secy. / 475 FIFTH AVENUE.
WILLIAM B.CARDOZO, Vice PReS'T. Q 1/ LONDON
CORNELIUS R.AGNEW, Vice Pres'T. 4 //& . / / IS COCKSPUR STREET, S.W.
J.HERBERT CASE, Vice Pres'T. 26 OLD BROAD STREET,E.C.
HORACE F. HOWLAND, Ass'r Sec'v. PARIS

ROBERT E.BOYD, Ass'r Sec'v. 4| BOULEVARD HAUSSMANN.
WILLIAM A. DUNCAN, Ass't Secy. BERLIN

EDWIN GIBBS, Ass't Sec'y. 56 UNTER DEN LINDEN,N.W.,, 7

FREDERICK GELLER, ATTORNEY.

yay 18, 1915. .%’ :
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, d S, c0, "*
Hon Banjamin Strong, Jr., %4, X, "Gy
Federal Reserve Bank of New York, e I g

62 Cedar Street, New York City.
Dear Ir. Strong:-

I am taking the liberty of handing you with this a copy of an
address which I delivered before the New Jersey Bankers' Association Logss i, file

PR I 0 LS TR EETE I SR

ST
usy 3, 1912, on the general subject "The Desirability of E&gﬁ;rﬁw'éﬁ’”

as a Bank Investment - An Analysis". As this was prepared a long time
SR A R R TR

before the 1nception of the Pederal Reserve Bank Act, I have just a little
feeling of pride in that some of the ideas therein expressed were sound
enough to be incorporated in the Act itself. I should be very glad if
you will acecord this a place in your library.

Very truly yours,

WﬂVL/

Enclosure.
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uay 19, 1915,
& XA
&M,LL

Hon. Ben,ja.min Strongo Jdre, A f‘ J;':‘t" - ';{2/

Federal Reserve Bank of New York, 6‘0 v,
62 Cedar Street, New York City. ’9; o
“«

Dear Mre. Strong:-
I was very glad of the opportunity of listening to your very

able address before the New Jersey Ba.nkers' Association at the opening

RO o

AR AR

session last Friday. The stand taken by the Pederal Reserve Board and

emphasized by you, that all commercial paper to be eligible for rediscount
wmﬁ:w&«'mmmmmmm -

mist be predicated upon gquick assets having a proper ratio to current debt

and the proceeds thereof used for commercial purposes, is, I think, ab-

solutely unassailable; moreover, I believe that this ruling will do mmch

toward standardizing commercial paper and tend to place it on a much higher

plane than it has heretofore had.

Very cordially yours,

7

Federal Reserve Bank of St. Louis
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Benj. Strong, Esq., A,
The Cluneden,

— - -

Dear Mr. Strong:

1 am in receipt of your letter of the 6th instant relating to the sub-
ject of having commercial paper payable at the office of member banks rather
‘than at the office of the commercial paper dealers through vhom the notes are
sold. This matter was taken up by us, at the suggestion of several of the note
brokers; and in order that you may have a complete picture of just what has
taken place, 1 am enclosing herewith a copy of a commmnication sent to the fif-
teen commercial paper dealers who were represented @t the informal conference
held here on ;fanuary 27th. }/Qoﬂ‘/f?v

When the regulation of the New York Clearing House became effective,
on August lst last, (& copy of which is hereto attached) we adopted the prac-
tice of charging one day's extra interest on all commercial paper payable at
brokers' offices, which could not be collected or cleared through the exchanges
at the clearing house on the day of maturity and, consequently, created one
day's "float." When this clearing house regulation became effective I under-
stand that many of the clearing house banks insisted on an allowance, from the
note brokers, of an extra day's time upon this type of paper, which has, of
course, tended to reduce greatly the volume of such paper offered.

During the past month a number of note brokers have called here to ask
if they could not arrange to take up such paper on the day of maturify by means
of a Federal Reserve Bank check, which would do away with this extra charge of

one day's interest and put all papsr sold in the open market on an equal footing,
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FEDERAL nss:nv.:-: BANK OF NEW YORK... 2% . Benj. Strong, Esq. 2/10/19

Upon discussing the subject with the dealers it developed that they
considered the matter of having the paper made payable at their offices more
or less of a nmuisance anyway, and that they would be glad to be relieved of
the details connected with the payment of the notes at maturity; further, that
they would work to bring about a change that would do away with this practice.

The matter was, of course, discussed among the officers of the bank,
and the unanimous opinion was expressed that we should follow the course sug*
gested.

Mr. Ardrey, of the National Bank of Commerce, who was informally dis-
cussing clearing house matters with me a few weeks,k ago, alluded to the clearing
house arrangement as to the clearance of notes and bankers' acceptances, and
said that the only possible criticism he had to make was purely from a selfish
steandpoint; that, while this plan enabled his bank to get the payment one day
earlier on all paper which they held in portfolio, they, in turn, had to pay,
one day earlier, all paper payable at their bank, and that the latter repre-
sented a larger amount than the former. 1 received the impression from him
that on the whole he thought the plan a very good one, eliminating, as it does,
a large force of messengers heretofore used for presenting notes by hand.

In view of the fact that the dealers have unanimously agreed to bring
gbout a change in this small volume of customers' notes made payable at the
brokers' offices, do you still consider it desirable to talk with lir. Alexander
about it? I shall await an expression of your views on Friday.

Very truly yours,

% %%fp’ % Crlltton ﬁﬂ/})eputy Governor.

i~ /v 4

JHC /HAB
Encs. (2)

ﬁ/ 2 Wﬁ‘“
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This article is protected by copyright and has been removed.
The citation for the original is:

“]J. Herbert Case is Dead at 99; Headed Federal Reserve Here.” The New York Times (New York, NY),
August 5, 1972.
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FEDERAL RESERVE BANK

OF NEW YORK

February 21, 1920.
Dear Mr. Strong:

I was very glad indeed to receive your recent letter and to know that you
are about to embark on horseback for & six weeks' camping trip. I judge from this
that you are feeling physically fit and I certainly hope that the trip will do you
good and that you may get a good deal of fun out of it. I shall never forget a
month that I spent in the Colorado Rockies a few years ago. It is still a very
pleasant thing to look back upon.

As this is my first letter to you since you went away you will see that I
have taken you at your word and have avoided troubling you so far as possible with
matters that relate to the operations of the bank,

As I indicated in my night wire to you Thursday, everything thus far is
running slong smoothly here at the bank although, as contrasted with the war period,
7 there are many widely divergént views as to what the policy of the Federal Reserve
System should be.

A week or two ago our directors appointed a sub-committee on new officers
and I wired you Thuraday night the names of several possibilities. The committese
v/ feels that, just as soon as practicable, the organization should be further strength-
ened at the top. In thie view Mr. Jay and I concur. We both felt, however, that
we would like to have your reaction on the names that were under discussion.

I was obliged to send you a further night letter yesterday reporting the
substance of a communication just received from Mr. Van de Rest, governor of the Na-
v// tional Bsnk of Belgium with regard to the maturity of the $50,000,000 Belgisn ac-
ceptance credit in June, in which he asked if you would be good enough to negotiate
with the Federal Reserve Board the matter of a one year remewal. The tone of the
letter rather implies that it would be exceedingly embarrassing to Belgium to retire
these obligations at maturity. I assume that I shall hear from you on this in due
course.

The certificate of indebtedness program is in good shape. The Treasury
has retired all outstanding loan certificates and has at present only the follow-
ing four issues of tax certificates outstending, March 15, $847,627,000; June 15,
$728,130,000; September 15, #657 ,469,000; December 15, $703,026,000, meking a to-
tal of $2,936,252,000. ;

Mr. Leffingwell contemplates that by the end of the year the amount of
these certificates will be reduced to at least $2,250,000,000. Mr. Leffingwell
gtates the Treasury will retire on March 15, on receipt of taxes, the $847,000,000
of certificates then due and will also pay off the $125,000,000 War Finence Cor-
poration bonds due April 1. A most #&ncoursging program.!

Mr, Leffingwell thinkse that between now and June 15 it will be necessary
for him to float only $500,000,000 of new certificates, all to mature on March 15,

1921, as follows: $300,000,000 to be dated Mareh 15; $100,000,000 dated April
15 and $100,000,000 dated May 15.

I made inguiry a day or two ago of twelve of our largest institutions as
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V. Pt

to the secondary distribution of all outstanding certificates purchased by them. I
found that of the total subscription, aggregating $816,000,000 to the four issues,
they now have on hand but $214,000,000, or practically 26%, the balsnce of 74% having
been distributed to their customers.

There has been, however, during the past week, some $50,000,000 of certi-
ficates overhanging the market which the owners would like to sell on some basis,
even though this would involve selling them under psr. ily own view was that as
the Treasury was practically out of the market it would facilitate the distribution
to the ultimate consumer if they were now freely traded in, even though they were
gold at a slight discount. The Treasury Department, however, hes frowned upon
this and think they ses in it some scheme to compel them to pay 5% (a perfectly
proper rate for the $300,000,000 which they expect to borrow on March 15.)

lMr, Leffingwell continues to hold the fort against all comers with respect

to hie general view on the rate question. Ithink it likely that our present rate
of 4 3/4% on certificates will shortly be fixed at a higher point. The pressure
upon our member banke and upon us for credit continues unabated. It appears to be

greatest among the strictly commercial banks and many of them have been obliged to
borrow here sume largely in excess of their capital and surplus and not infrequently
sums considerably larger than the amount they contribute to the common fund in the
way of reserve depoeits. I em convinced that the group of banks up~town conduct
their business very unscientifically, sending out solicitors during a period of easy
money to invite all the new borrowing azccounte they can get and then fail to make
any appropriate record as to the amount of money they are obligzated to loan, go
that at times they find themselves quite surprised and embarrassed by the extent of
their commitments. I am discussing this phase of the subject with the officers
of the up-town banke and in addition to obtaining their closer cooperation am re-
guiring in many instances additional collsteral from them. Our present reserve

{ is%but 57%, or, after setting amside 40% on notes, our reserve on deposits is about
33%.

Qur information is that during the past six weeks there has been a curtail-
ment of our export business to the extent of 20% to 25% and there is a good bit of
evidence that the rise in discount ratee is beginning to make itself felt, and, in
my opinion, within the next 60 or 90 days we shall see the credit situation in a
better position and under more effective control.

There has been a real liquidetion in the total aggregate of stock exchange
loans. The reduction is now somewhat more than 20% from the extreme high point.

The exchange of definitive for the temporary Liberty Loan bonds is to be
made beginning with March 15. I anticipate we shall have a good bit of activity
in that department.

Governor Passmore will retire as governor of the Philsdelphia bank on
March 1 to become president of the Bank of North Americs, Philadelphia.
: Mr, Jay has no doubt informed you that we have selected as counsel, Wr.
Edward H. Hart, who has been for some time associated with the Treasury Department.
He comes with us on March 1 and I hope will prove to be the right person.

On receipt of your letter from Mr. Hartley Withers of the "London Economist"
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_#EDSRAL RESERVE BANK OF NEW YORK__ 3., 2/21/20.

I took up with Reuters fhe matter of transmitting our weekly statement to that paper
in the form suggested and they have agreed to the program mentioned.

This gives you a bit of the current goseip about the office.

With respect to your trip through the OriemtI am teking care of the details
set forth in your lstter of February 1.

Mr. Hamsoks has resigned as Superintendent of the New York Agency of the
Bank of Japan to return to Tokio and act as Superintendent of =ll Agencies of the
Bank, and he has been succeeded by Mr. N. Nagaike who was recently introduced to us
by lMr. Hemaoka. The latter is at present away from New York snd I am therefore
arranging with lir. Nagaike to notify the Bank of Japan of your visit and to send you
a letter to them. I will also notify the Bank of Japan direct.

Regarding our relastions with de Javasche Bank, I have preparsd a summary
of our agreement with them which was negotiated with Mr. Van der Berg with whom, I
believe, you are scquainted, I will also send you a brief resumeé of our operations
~under this agreement.

I have written to Mr. Bedford of the Standard 0il Compsny, who is just now
at Pinehurst, and to the three American banke with branches in the Orient (Asia
Banking Corporstion, International Banking Corporation and Park Union Foreign Bank-
ing Corporation) with whom we are transacting the silver business, requesting letters
of introduction for you, and I will assemble them and all other papers desired, for-
warding them to you presently in one packet, sending at the same time several conies
of our last Annual Report and that of the Federal Reserve Board.

Ag you are aware, we have been in touch with Day of the San Francisco bank
regarding pesssage on the Jap line. Through the good offices of Mr. Nagaike we
were able to reserve a de luxe cebin on the "Korea Maru" which was scheduled to
sail March 30. However lir. Day wired us on February 11 that it would not be con-
venient for you to sail ae early as March 30 and that you would use the reserva-
tion previously made for you on the steamship "Nile", sailing April 10.

Personally, I am sorry that you could not use the reservation on the "Kores
Maru", as I am inc¢lined to think you would have found it more comfortable. Mr.
Negaike told me yesterday that Myr. Vanderlip, Mr. Alexander and one or two other
New York bankers were cantemplating a trip to Japsn, sailing from Sesattle, the early
part of April snd that through some of his Japanese friends he was msking the neces-
sary hotel reservetions in Japan. If I can ascertzin any additional information
with regard to the plans of these gentlemen, I will let you know.

My only excuse for making this letter so long is that it is the first one
I have penned you since you went away. I hope that your camping trip has proved
to be a great success and that you will come out of it much-refreshed and ready to
enjoy your trip to the Far East.

I am mighty glad to know that you have had ¥Mr. Miles and your son Ben as
company on this jaunt. I have been careful to see that their names were mentioned
in 811 the letters of introduction which I have obtained.

Very cordially yours, 5
Benjamin Strong, Esg., , gy
Phoenix National Bank, >y 7 e
Phoenix, Arizonsa. 1 /9 =
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POSTAL TELEGRAPH — COMMERCIAL CABLES

CLARENCE H. MACKHAY, Paesiceur

sy T ELEGRAM

PHONE: 1278, 1279 RECTOR

RECEIVED AT

The Postal Telegraph Canie Ccmoany(lncarpurated)transmirs and delivers this message subject ta the terms and conditions printed on the back of this blanl.

This fo a fass Dayp Telegram unlsss otherlde@mt ] b' signal after the number of words:—*N. L.” (Night Lcttermm) or “Nite” (Night Telsgram). 16—28436

16 SD QP:Q(&.%ECT 66@9” -y

?@’ 669 _SB WASHINGTON D ¢ B8 241920

.-" S R S
BENJAMIN suﬁ e == rgiiie N S
IR . ,/\ |
39" FEDERAL RESERVE BAl !K\;ﬁo%' s o
:,‘é‘&r‘

PLEASE REQUEST YOUR SON TO FORWARD CO!.«‘(/ ./E{TTERS TC ACCOMPANY

PASSPORT APPLICATIONS HE WAS IHFORME ="’or{p/s REQUIREMENT SEVERAL DAYS

AGO IN THIS DIVISION =

CHARLES K WELSW ACTING CHIEF DIVIS{ON OF PASSPORT

CONTROL
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OPERATOR'S NOTATIONS,

PDSTAL TELEGRAPH- GDMMERDIA]. DABLES " Tive senT, Ere.

I a :2/ 2 LASKA ~ ) » ‘\,\‘\} e
- 1 o b 5

CANAD /AN RWPOUNDLAND
v . VANCOUVER, -
HINA /L s+ PACIFIC 2 e 2
R UNI
. “JAPAN DERAMN 5AN FRANGISC ' 5
. p STAT e 3 AZORES
VOKOHAMA et %, Yony
oo \ ., MiDWAY e G BERMUDA
: PACS : & - HavANARE )5, ATLANTIC
= ’ ¢ | OCEAN AFRICA
" MANILA e ‘ ; ;"oyo."u"u S BY. VINCENT
A cuaM - 2 e
= W P A ‘9 s 2 . PANAMA SOUT! i~
& 4 QIR Q. ¥, ‘ s AMER{CA

'l'ilE GREATEST TELEGRN’H Mjb GABLE SYSTEM IN THE WORLD. E)('I'El}bs I'.IVER TWO-THIRDS OF THE WAY AROUND THE EARTH.

|- THE POSTAL TELEGRAPH CAB‘LE COMPANY (mconPoRAﬂ:D)

_TRANSMITS AND DELIVERS THE WITHIN TELEGRAM SUBJECT TO THE FOLLOWING TERMS AND CONDITIONS:

To guard against mistakes or delays, the sen of a ml n should order it EPEA’I‘ED that is, telegraphed back to the ori inatlng office for
comparison. For this, one-half the unr efeated»te e te is ¢ a.rged in: addition=" Usless otherwise indicated on its face UNREPEATED
TELRGRAM AND PAID FOR AS SUCH, in consi eray.pon wheleof it is agreed between the sender of the télegram and this (,ommmy u.s follo“a

:

1. The Company shail nm‘.;b*e liable for mistakes- orﬂdelﬁ&s in the transmission or deliyery, or for non-delivery, of any UNREPE/ ATED telegram, beyond the
amonnt received fo; send a nor for mistakes: g Iays in the transmission or livery, or for nou-delivery, of any REPEATED telegram, beyond fifty
o fimes the sum eceiv 'E? ﬁ me. UN LESS .\E ALLY VAL UE]) nor in any case for delaygar iging from nnavoidable interruption in the working
“of its lines; NOR FOR R W N {,lPHER OR QBSFLEPRD TELEGRAMS,

2, In any event the (‘olﬁﬁxgtuy shallniot be liable for-da for any mistakes or dela m the fransmissfon or delivery, or for the non-delivery of this telegram,
swhether eaused by the negligénce of its servants or otherwise, beyond flfty times the REPEATED telegram rate, at which amount this telegram, if sent as a
REPEATED telegram, iﬂ m‘ebry ya ned unless a greater walie is stated in writing hereon .ab the time the teie gmm is offered t0 the Company for transmission,
an(l an a.dditxona. sumn paid.or mdt be paid based on such value equal to one- -tenth of one per cent. Ahereo
e hm do%?xlxp%?y is nerebymn.d’e Lb.a agem: of the sender, without liability, to forward this tolegmm over the lines of any other company when necessary to

el [estinal

4. Messages will be delivered free: Withm the established free delivery, li iu £ terminal office. 61' delivery-at a- gxeater dlsta.nee a gpecial charge sill
be made to cover the cost of such delivery, Tt the ry K

5. - No responsibnxtﬁr%ardm i messages attaches to this Company until the game ave presented ai accepoe(l. at one of its transmitting offices: and if any
message s sent to suc ¢e by one of this Com%angas messengers, he acts as the agent of-the sendef. for the purpose of gehvermg the message and any notice or
instronetions aflm ding it to the Company’s agent in its said office. ess% ges sent to the ()ompamy’s affice by Pﬂvate wire Or telephone are sem at the sender’s risk
ot SITOTS OF failures in such service and all of the terms and eonditions herein glmll apply to the message

"The Com n shall not be liable for damages or statutory penalties in any case where the Glalm is not presemed in writing wuhm sixty days after the
txsl vaim i8 il th the Company for mic;

7. Ttis eed that prompt and correct transmission and delivery of this shall be, pr d in any action for Tecov: of tolls therefor, subject
however, 10 S ebuttal by competent evidence. | v ery Sty

8. The above terms nnd conditions shall be bl%lding upon the receiver.as well as the sonder ol‘hna telegram. el

‘ 9. Special terms governing the transmission of messages under the classes of messageg enumerated below shall apply to messages in each of such respective

_  eclasses in addition o all foregoing terms.
10, NO EMPLOYEE OF THIS COMPANY IS AUTHORIZED TO'VARY THE FOREGOING.

d cum:ch H. MACKAY, PRESIDENT.

CHARLES C. ADAMS, u EDWARD REYNOLDS, VICE-PREST. AND GENERAL MANAGER. CHARLES P, BERUCH,
: VICE-PRESIDENT. ' o P VICE-PRESIDENT
. .
l CLASSES OF SERVICE
FAST DAY TELEGRAMS. A full rate expedited service. ¢ SPECIAL TERMS APPLYING TO NIGHT LGzn(;nms. Tn further consideration
of the reduced rae tor thisspecial “Night Lettergraim the following speual Lerms

in addition to those enumerated above are hereby asreed t.o.

gl WMB Aoccepted to besent during the night and delivered not earlier than
eng;i esadax.a&redmcedmeahminno mmmmwmm

Nig T tion of tho.T 8
mfa NIGHT Mssma um:“’ e a?me gLt m&&%ﬁ%““ *mg"ﬁl' g obumion
or . delivery by mailing suchi Nij
FN

ﬁmm in snch ity t o
ln M%imnea

1G HT LﬂT:RGHAMs’ Aoca nlzhu;n o i £ “(b) mwmmmmﬂﬂnmgﬂm Code language isnof pemxmed.

A ﬁ,';.ms it SRR PR RS
%I;EK?E FASTES? T!LEGW&PH SEEIVIGE lN THE WOHLB
d for F J
|:ls omsfqd.qrg( -+ e : SR : ; ' : - y




- \ FEDERAL RESERVE BANK

OF NEW YORK

March 10, 1920.

Dear lir. Strong:

I have assembled the date which you requested in your
letter of Februery 1, in connection with your trip to the East.

Mr. Negaike, successor to Mr. Hamaokas as New York
Representative of the Bank of Japan, has sent word to his bank that
you are sailing via the Pacific on April 10, and will visit Japan,
end has also sent us & letter of introducticn for you to present to

the Bank of Japan. I have notified the Bank of Japan of your visit

direct, and enclose & letter of introduction for you to them, to-
gether with Mr. Nagsike's letter. I have also advised the Javasche
Bank and enclose a letter of introduction to them. The three banks
which are handling the silver busineses for the Treasury, and the
Standard 0il Company of New York, have given us letters of introduction
to their people in the East for you to carry with you.

I am sending you two copizs of the Federal Reserve Board's
Annual Report. As our o&n report for 1919 haes not yet come back from

the printer I am unable to enclose it with this letter, but understand

it will probesbly be ready in time to be sent out when your son, Ben,
leaves, the latter part of this month.

Thinking thet you might desire to cable us confidentially,
we have prepared a set cf test numbers, and enclose copy of Bentley's
Code, which you may want to take with you.

You will find with this letter the following enclosures:

1. Letter of introduction from Mr. Nagaike to the Bank of
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Benj. Strong, Esq. 3/10/20.

~FEDERAL RESERVE BANK OF NEW YORK 2_:.

2. Letter of introduction from us to the Bank of Japan.
3. Letter of“introduction from us to the Javasche Bank.
4, Letters of introduction from the Guaranty Trust Compeny
to their menagers in the East. (These were furnished in lieu of letters
from the Asia Banking Corporation.)
v 5. Letters of introduction from the Internetional Banking
Corporation to their Eastern branches.
. 6. Letters of introduction from the Park Union Foreign
Banking Corporation to their Eastern branches.
7. Personal letter to you from Mr. Pratt of the Standard 0Oil
Compeny of New York, and letters of introduction to their Eastern meanagers.
8. Summary of Bank of Japan agreement.
9. Summary of Javasche Bank agreement.
10. Summary of Special Silver Agreement.
» 11, Two copies of Federal Reserve Board's Annual Report.
12. Test numbers and Bentley's Code.
Very truly yours,

A

J. H. Case,
Acting Governor.
Benj. Strong, Esq.,
c/o Phoenix National Bank,
Phoenix, Arizona.
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I have your lett«

@

r of March 1, in which you enclosed

/

& lstter from your son Ben's old room-mats at Frinceton, who

signe himself "Doug." I agree with you in all you say regard-

ing the desirability of having in the bank more men of this

type, men with goosd educatien, manners snd blood, From your

letter T note that you have asked him to call on me, and when
he comes in I ehall bs glad to do theo necessary.
~
This morning I talked the matter over with Mr.

Gilbart, who is only too glad to cooperats in this regard.

Personally, I estrongly advise that & msn of this type be used

ous dapartments.

~
o
@
<

82 = supply man snd shifted around to th Che

were to spend = few months each in the foreigm, loan,

-

-and investment departments, and

would be a desirsble thing,

it

o+
g
@
Q
o

werationa of the bank,

introduction for which you asked, and I am encloeing

=3

with this = copy of my letter, for your information.

I am gluad to know that you are having & good rest and

that you heve enjoyed your camping trip in the woed

w

(s
3

8incerely yours,
Benj. Strong, Esq.,
G/c Phoenix Hation=1 Bunmk,
Phoenix, fArizons.

acouaint himself with =on

o

-




/ FEDERAL RESERVE BANK

OF NEW YORK
March 16, 1920.

Dear Mr. Strong:

I had a very satisfactory talk, last Saturdey, with young
Edward Douglas and learned at first hand just what is in his mind
with regard to his entering the banking field. He is a very pleasant
young fellow to meet; and after I had chatted with him & bit I turned
him over to Mr. Gilbert, with whom I had previously had = few words.
You will be interested in Mr. Gilbart's report to me, which is as fol-
lows:

"Mr. Edward Douglas, whom I interviewed
at your reguest on Saturday, made a most favorable
impression. He is by far the best of =all the
young college men whom I have had the pleasure of
interviewing. In my opinion, he possesses the
fundamental gualifications essentiml for success in
banking - strong character, cautiousness, firmness,
determination, an affeble manner, and more than
average intelligence.

"Although we have been paying college men
$1,200 & year to start, {most banks pay from $900
to $1,200) I felt that he, being of superior type,
was entitled to = little higher remuneration and,
therefore, offered him $1,500, which he said was
entirely satisfactory.

"He has = few matters in Troy, N. Y., which
he would l}ike to settle before coming to the bank, and
we therefore set June 1 as the starting date.

"He had no difficulty in passing our physical
examination. .When he reports, I will see that he is
properly taken care of and will so arrange it that he
will have an opportunity to work in all of the important
departments."

We have been having some extremely interesting days here at the
bank, and I will just mention one or two of the "high spots.”

TREASURY OPERATIONS:

The Treasury Department redeemed, yesterday, some $850,000,000 of
tax certificates, about one-third of which was paid at this office. Asa
result of this operation, our member banks temporarily increased their re-
serve balances $140,000,000, paying off approximately $50,000,000 in loans.
The other side of the picture is that we had a temporary overdraft of the
Government for $125,000,000, with an increase in float items {exchanges of
about $65,000,000). The Treasury is offering, as of March 15, a new issue
of certificates, which will run for one year, at 4 3/4%, with the hope of

selling ebout $350,000,000.
Digitized for FRASER
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Mr. Leffingwell, who spent Monday, March 8, with us at the bank
and talked with a number of members of the old Liberty Loan Committee,
was advised to make the rate 5%4. This suggestion was also conveyed to
Secretary Houston some two or three weeks ago at m dinner tendered him
by Mr. George Foster Peabody. However, Mr. Leffingwell argued that, by
reason of the vacuum created by paying off so large an amount as
$850,000,000 on March 15, there would be zutomatically created = demand
for the comparstively small amount he desired to sell. It rather ap-
pears, at this writing, as though he had misjudged the market. Our sub-
scriptions are but $55,000,000, or one-third of nofmel, which, I under-
stand, is approximately true of other districts. Personslly, I am
very sorry that he insisted upon the 4 3/4% rate in the face of the
almost unanimous opinion expressed to him here, that = higher rate was
imperative. I think, however, that he had & jolt of this sort coming
to him. The total subscriptions for the whole country approximated but
$150,000,000,

GERMAN GOLD ACCOUNT:

On March 12 we made s final payment, amounting to $2,541,903.17,
to the United States Grain Corporation, which represents the balance due
them on the German Gold Account. Up to this writing we have received in
London gold representing a total value of $173,000,000, of which some
$60,000,000 has been sold, leaving a balance of $113,000,000 with the Bank
of England. Expenses incurred by the Bank of England, de Nederlandsche
Bank and the Federal Reserve Bank of New York amounted to $319,966.47 and
$563,900.55, the latter amount being one-half of one per cent. of the
value of the gold still with the Bank of England, which is withheld here in
Suspense Account to cover the cost of moving the gold to New York, should
it be found ultimately necessary to do so. A very recent estimate from
the Bank of England was but one-guarter of one per cent., but our directors,
the Grain Corporation people and the Federal Reserve Board all felt it wase
desirable to meke an allowance sufficient for emergencies. It is expected
that if this money is not used, by resson of the gold being sold in Londen,
it will eventually be returned to the Grein Corporation or the German
Government. You may be interested in the enclosed photostat statement of
this account, as of March 11, 1920.

BANK OF JAPAN:

The Bank of Japan agreement was signed = week or so ago, and they
are to make their first deposit, amounting to $20,000,000, with us to-morrow,
March 17; four-fifths of this amount, I understand, is to be immediately
invested in bills. Under present conditions we will welcome the opportunity
of putting that amount of bills in their portfolio.

-0 -

Our earning assets during the Iatter part of February reached a
new high level - a total of $1,148,000,000 as of February 27. The pressure
for credit has continued unabated, although during the last few days we have
had some evidence that the situation is getting under control. During
the period between January 2 and March 6, the net deposits of our city banks
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were reduced from $5,422,000,000 to $4,904,000,000, » decrease of $518,000,000.
This large reduction was financed by withdrawing about $280,000,000 from their
street loan account, by increasing their borrowings here $60,000,000, and by
liguidating $180,000,000 of other assets. A net reduction of about 25% has
taken place in the total amount of street loans.

March 18, 1920.

It has been interesting to observe the comments and criticisms
stirred up by reason of the recent export of the comparatively small amount
of gold to South America. I am glad to say, however, that the opinion
is quite general that if we are actually to be = reml, financiel center and
not a make-believe one, we should not be disturbed by a reasonably free move-
ment of zold in and out of this market.

Argentine has fifty-millions of bonds maturing here on May 15,
which amount is likely to be paid and will absorb = considerable part of any -
surplus funds she has in New York. The recent announcement that Great Britain
and France are to pay off the $500,000,000 of Anglo-French bonds maturing
next October, has had a wholesome effect. In spite of the load she is carry-
ing, one cannot fail to recognize from time to time that Great Britain con-
tinues to "have her nerve with her," and knows just when and how to make
an announcement that will be beneficial.

I observe .on ' the Dow-Jones news-sheets of yesterday a statement
of gold imports and exports, set up on = monthly comparative basis, from
January, 1914, to January, 1920. I am enclosing this for your information.

Beginning Merch 15 we have had great activity in our Bond Department,
due to the exchange of temporary for definitive bonds. Mr. Sailer tells me
that on Monday, on the 24th floor alone, the transmctions clXeared aggregated
over six hundred million dollars. We had = meeting of the Building Committee
yesterdeay; and while progress in our plans seems somewhat slow, I am sure that
some headway is being made towards whipping the plsns into good shape. So
much for the gossip of the office.

I 2m enclosing with this what I consider = rather interesting extract
from a pamphlet published in the London Megazine in the year 1767, entitled
"Thoughts on the Causes and Consequences of the Present High Price of Pro-
visions." While this was written more than 150 years mgo, it really applies
with equal force to conditions at this time. The fact is, it is written some-
what better than most of our articles dealing with economic subjects of the present
day.

The Dow-Jones news-sheets of March'-17th - report that you are te
sail for Japan very soon and that Mr. F, A, Vanderlip snd party will leave for
the Orient within the next ten days, as the guests of representatives of the
Japanese Government. A memorandum of this announcement is enclosed.

I am glad to know that you have so thoroughly enjoyed your camping
trip and that you are feeling fit for your visit abroad. I sincerely hope you
and your party will have an ideal time in every respect and will return home in
due course, ready to "eat 'em alive."

Cordially yours

Benj. Strong, Esq.,
C/o Phoenix National Bank,
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Copy of article published in the London Magazine
in the year 1767.

Extract from s Pamphlet Entitled
"Thoughts on the Causes snd Consequences
of the
Present High Price of Provisions."

Aceording to this writer, "The present high price of provisicns arises
prineipally from two sources; the increase of our national debts, and the in-
eresse of our riches; that is, from the poverty of the pubiic and the wealth of
private individusls.

Fhoever remembers the meny millions annuslly borrowed, funded and ex-
rended, daring the last war, can be under no difficulty to account for its in-
crease. Te pny interest for these new funds, new taxes were every yesr im-

» and additional burdens lald on every comfort, and almost every necessary
of life, by former tsxes, occcasioned by former ware, befors sufficisntly loaded.
These muet unsavoidably incresse ths prices of them, and that im a much greater
proportion than is usually understood: For s duty laid on sny commodity doess
not enly add the value of that duty to that commedity, but the dealer in it
must advance the price double eor treble times that sum; for he must not only
repay himself the originel tax, but muet have compensation for his losses in
trade by bad debis, und loss of interest by his increased ecapital. Pesides
this, every new tax does not only affeet the price of the commodity on which it
fs laid, but that of 111 othere, whether taxed or not, and with which, at first
sight, it seems to have no manner of comneotion. Thus, for instance, a tax on
ecsndles must reise the pride of 2 ceat cr a pair of breeches, hecauss, out of
these, sll the taxes on the candles of the wool-comber, weaver snd the tsilor
must be paid. A duly upon ale must rsiee the price of shoes, beczuse from them
all the taxes upcn nles drank by the tenner, lesther dresser snd shoemaker, which
iz not & little, must be refunded. Fo tax is immediutely laid upom cerm, but
the price of it mnst necessarily be advanced, because, out of that, ull the in-
numbeable taxes paid by the farmer on windows, scap, candles, malt, hops, leather,
salt, and 2 thousand others, must be repsid; so that corn is as effsotually taxed
28'1f & duty by the bushel had been primsrily lsid upon it, for taxes,like the
verious streams whieh form o genersl imundation, by whatever channels they
separately find admiseion, unite at last and overwhelm the whole. The man, there-
fore, who sold sand upen an sse and raised the price of it during the late war,
although sbused for sn imposition,moat certainly scted upon right reamsomns, fer,
though there wers no nem taxes then imposed either on sand or asses, yet he found
by experience that, from the taxes laid upon almost all other things, he could
neither maintzin himself, his wife, nor his ase, as cheap as formerly. He was,
therefore, under a necesssity of sdvencing the price of his sand cut of which, zlone,
211 the taxes which he paid must be refunded. Thue, ithe inorense of texes must
fncresse the prics of everything shether taxed or not; and thie ie one principal
csuse of the present extracrdinsry advance of provisions snd 211 the neceeesries of
life.

The other great source, from whence this calamity arises, is certainly
our vast increase of richeas. That our riches are amazingly incressed within a few
years, nd one sho is the lesast acquainted with this country can entertain a2 doubt.
¥hoever will csst his eyes on our public worke, our reads, our bridges, our pave-
ments and our hospitals, the prodigicus sxtension of our capital, snd,in some
proportion, that of every considerable tewn in Great Britsin; whoever w#ill leck
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syuipages, rarks, gardems, clothes, plate and Jewels, will find everyshere round
him sufficient marks te tesiify to the truth of this progosition. Thie great ine
oresse of private opulence is undoubtedly owing to the very same caupe which in-
crenged our natlonal debte; that le, o the snormous expenses and unparszlleled
succees of the late war; and indeed very much urises from that very debt itself.
Every million funded is in fact & new creation of se much weslth te individusls,
both of primoipal end interest; for the grimcipsl, being easily irmneferrable,
eporstes exastly as so much oash; snd the intsrest, by snabling so msny to con-
sume the commodities on which taxes are laid for the payment of 1t, in & great
maesure produces annuzlly an income to dissharge iteelf. Of =1l the onormous
sums then expendsd, little hesides the sybaidies grantsd to German Princes, was
lest to the individuals of this country, though the whole was lrrecoverably
aliennted from the publie, all the rest annually returning inte the vooksts of
ths merchants, contractorsz, brokers and stock jobbers, ensbled them to lend it
sgain to the public on 2 new mortgsge, the followlng yesr. Every emisesion of
paper-cradit by bamnk notes, exchegquer and Favy bille, so long as they circulate,
answers all ths purposes of wo much additionel gold and silver, am their welue
amounts te. If we ndd io these the immense riches daily flowing in since that
pericd from ocur commerce oxtended over svery uuarter of the globa, from the nex
channel of trade opened from Americs, snd the amazing sums imporited from the
East Indiea, it #il) not sure be difficult te account for ths opulence of the
prasent times, which has onabled men to incresse thelr expenses and carry luxury
to & piteh unkmown to all former ages.

The effecta of this vast and sudden increase of riches are no less
evident than thelr csuse. The first and most obvious ef'fect ¢f the inersase of
money is the decreses of ite walue, like that of 211 other commeditles, feor monsy,
being but s commodity, its value must be relstive, thet is, dependent on the
gusntity of itaeelf and the quantity of the things to be purchuased »ith it, In
every country shere thers is great plenty of provisions and but litile mensy,
theras,provisions must be chesp; that is, x great deal of them w»ill hbe exchangad
for a little money. On the contrary, where thers are but little provisions in
progortion to the number of consumers, scd a great plenty of monsy or what pasass
fo money, there they »ill inevitably be desr; that is, a grest deesl of money must
be given te purchase them, Thess effscts muat eternally follow their causes in
all sges snd in all countriea, and that thsy have done so, thes histery of ald
countries in sll agee suffioiently informs uwe. The wvslus of money ot the time of
the Kormen conguest wag nesr twenty times greater them at pressnt, and it has
been graduzlly decrssszing from that pericd, in prorortién a8 our riches have in-
crossed. It has decressed nst less than ome-third during the present century,
and 1 believe one-hulf at least of that third,since the commencement of the lust
war, whioh, I doubt not, could it be exactly computed, would be found to be in due
proportion to the Inoresse of i{ts guantity seither In real or fletitious cash, and
the price of provisions is ndvanced in the same proportion during the same peried.

The increase of soney does not only opsrate on the priee of provisions
by the diminution of its own value, but by anubling more people to purchase and,
consequently, to consume them, wshich must unsveidsbly likewlse Incresse iheir
searcity, and that must atill sdd more to their price. Trenty rich femilies #ill
consupe ten Limee ss much moat, bresd, butter, sosp snd candlss, as twenty goor
families consisticog of the same number, snd the prises of all these muset certeinly
rise in proportion to the demend. This effect of the incresse of weslth in many
countries of Burope {s very visible aut this day, and in nons more than in the
northern part of this island, she having of late zoquired riches by the introductiicn
of trade, menufectures and tillage, cmn now well afford to eat rosst beef and,
thersfore, consume much of those cattle, with which they were formerly glad to supply
us,and will not part with the rest but at prices grestly sdvanced. The sensusption
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of everything ie also amazingly incressed from the ineresss of wealth in our
motropelis and, indeed, in every corner of this kingdom; and the manner of

living, throughout all runke end conditions of men, is no less amazingly altered.

The merchant who formerly thought himself fortunats if in a course of thirty or
forty yesrs, by a large trade and strict sconomy, he amessed together se muny
thoussnd pounds, now scquires im s guarter of that time double that sum, or
bresks for a greatsr, and vies 211 the shile with the first of our nobility, in
bis houses, table, furniture and equipsge. The shopkeeper sho used to be well
contented with one disk of meat, one fire snd one maid, has now two or three
times as muny of sach; bis wife has her tes, her card-parties and har dressing-
room; and hie prentice has climbed from the kitohen fire to the fronmt boxes at
the play-house. The lowest manufecturer snd the mesnest mechanic will touch
nothing but the very best pleces of meat snd the finest white bread, and if he
cennot obtain douwble the wages,for being idle, to what he formerly received for
working hard, he thinks he has a right to seek for = redress of his grievances
by riot and rebellion. Since, then, the value of our money is decreased hy
its quantity, our consumption inecreased by universsl luxury, and the supplies
which we used to receive from poorsr countries, now also grown rich, greatly

diminished, the present exerbitant prics of 211 the necessaries of 1ife gan be
no wonder."

org/
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. last year by Hr, Fumoske, as he was passing through on his wasy to Paris.

April 1, 1920.

Benj. Stromg, Esq.,
€/o Federal Heserve Bank of Sem Francisco,
San Franecisco, Cal. :

Dear Mr. Strong:

Just a word or two of farewell before you embark onm your trip
to the Par Bast., I presume that you recelved the letters of introduction
to various imstitutions abroad, which we recently forwarded to you at
Phoenix. ] | :
R

- With thie I am encloeing = copy of = communication from ¥r. REige
Fukei, a2 director of the Bamk of Japmn, together with a copy of my 1-0;;‘,137.___,3 .
Mr. Pukal was a delegate to the Peace Conference and was introduced to us /13/>°

You will mote that he ie looking forward to meeting you im Japan during the
latter part of April.

-Mr. 8. Imemurz, of The Sumitomo Bank, Ltd., Osaka, Japan, with
offices at 14¢ Broadway, New York, called here one day last week, to say
good-bye before he sailsd for Jaupan, and expressed his pleasure and sstis-
faction upon learning of your proposed visit to hie country. He further
expressed the hope that you and your party would find it convenient to call
at The Sumitomo Bank durimg your visit, and, et hie suggestion, I am :
enclosing = letter of intreduction.

In my last letter to you,I mentioned the feet that there was them
being offered am issue of one-yenr 4 3/4% certificates, dated Mareh 15, the
sale of which wae not going any too well. The truth is, the issue was a
feilure; total subseriptions throughout the country smounted to only
$160,000,000, which, together with 240,000,000 received from Treasury
sources, brought the grand total to #200,000,000, whereas the Treasury
really wanted from $350,000,000 to $400,000,000. The net of it all ie that
Secretary Houston and Mr. Leffingwell have at last become alive to the
situstion and now recognize that they are missing their market. They are
at present offerimg, as of to-day, $200,000,000 of three-months 4 3/4%
certificates, which I thimk will be subscribed for largely through the
sfforts of the Federal Reserve Banks im urging the banke to subseribe. We
have our quota of $80,000,000 - obtained by that methed. I told Mr.
Leffingwell, to-day, that he would have to pay at least 5% for subsequent
issues of short bills, and he has indicated his readiness to do this.
Thinking thet you may be interested, I am enclosing a copy of my confidential
letter te Secretary Houston, under date of March 22; also a copy of my
telegram to Mr. Leffingwell, under date of March 28.

Bankers acceptances are now moving freely, from 5 %/4% for indorsed
bille te 8 1/4% for unindorsed 90-day peper. The dealers report & strong
demand from country benks and a good demand from large corporations. Some
of the former certificate buying is being diverted te bankers acceptances

ederal Reserve Bank of St. Louis



2. Benj. Strong, Esq. 4/1/20.
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end short mumicipal notes (such as The City of New York) which are now sellimg
on a 5 1/2% basis for April to November maturities..

This seems to be an era of banmk coaaolidation. The following in-
stitutione have comsolidated or are im process: 4

Bank of the Mamhattan Company -~ absorbing Merchants National
Bank snd Bank of

nlong Island.

Citizens Nat'l Bank.

Irving Trust Co.

Franklin Trust Co.

Hew York Produce Exchange
Bank,

Chemical Natiomsl Bank
Irving National Bank

Bank of America

Hechanics & Metals Nat'l Bk.

=1 1
2 33 =

I am looking forward with interest to attending the governors' con-
ference at ¥ashington, April 7 to 10th. I spent Monday night and all day
Tuesday with Governor Morss in Beston and bhad the pleasure of meeting at
luncheon a number of the important Boston Bankers. I find it rather
refreshing to get away from the office now snd then and to gather some other
fellow's viewpoint. Jay ran off last night and »ill be gone over the week-end.
Shepard Morgan tells me that he sent you, this morning, by special delivery,
twenty-five copies of the Fifth Aannusl Report of the Federal Reserve Bank of
New York, the publication of which has been deleyed. I hope you will receive

them promptly.

This is probably the last word that you will have from me befors you
sail. I =m glad to know that you have so thoroughly emjoyed your stay in
Arizona, end my earnest hope is that your trip to the COrient will be extremely
enjoyable as well as restful and that you will presently returm to us with
renewed vigor and a full messure of good health. '

Sincerely yours,

JRC/HAB : "
Ence. (5)
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OFFICE CORRESPONDENCE | oare—June 29, 1920,

' . Mr, Case =y L sussect. Salient Features

rrom—_ Be G. Bellah | wrt- of Accompanying Report.
RESERVE PERCENTAGES

Our reserve percentage on June 25, after allowing for rediscounting for
other Federal Reserve Banks, was 39,2 per cent. If there had been no necessity
for any rediscounting our reserve percentage would have been 42,8 per cent. - The
rediscounting was for six banks, The amounts, and the actual and adjusted reserve
percentages of these banks follows

Amounts Rediscounted Actual Percentages
with Reserve after
F Res. Bk, of New York Percentages Rediscounting
Atlanta $ 4,160,000,00 36+4 40,6
Chicago 14,950,000,00 3667 4040
nneapolis 11,6253,300,00 2l.2 41,1
Kangas City 9,958,000,00 3369 41,1
Dallas 2,000,000600 37.4 41,4

St. Louis 19.269,682,96 27.8 41,9 w.
$61,960,982,96 |

The highest actual reserve percentage was again that of Cleveland. It was
63.1 per cent. and the adjusted 51.1 per cent, Boston was second with 61,1 per cent.
actual and 5648 per cent., adjusteds San Francisco was third with an actual of
52,1 per cent., and an adjusted of 52,0 per cent, Philadelphia stood fourth with an
actual and adjusted both of 45,0 per cents New York dropped from fourth to fifth
place,

0f the banks rediscounting with us on June 25, Atlanta has gone down
246 per cent,, Mimneapolis 3,1 per cent, and Dallas 1,7 per cent.j while Kansas City
has gone up .1 per cent.,and St. Louis 1,8,. It is of interest to note that gll
gsix of the banks rediscounting with us have an adjusted percentage much higher than
OUurse

WEEKLY REPORTING MEMBER BANKS OF THE COUNTRY

A decided increase in all loans is noted for the four weeks ending Jume 18,
and also for the week ending Jume 18, The increase for the longer period was
$113,000,000, and for the shorter period $86,000,000. A4ll the loans for the balance
of the country showed a decrease during these two periodsy for the four weeks of
$55,000,000, and for the week of $56,000,000, All the loans of the City decreased
$119,000,000, but the increase in the balance of the country was $216,000,000, The
net result has been that during all three periods, the year, the month, and the week,
there were increases throughout the emtire countrye There has been a slight in-
crease in the loans on stocks and bonds in the City for the four weeks ending June 18
and the one week ending June 18, For the entire year, however, there has been a
heavy decrease of $243,000,000, In the balance of the country the loans increased
the last week $10,000,000, As the low point was touched on June 11, this means that
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: OF NEW YORK

OFF]CE CORRESPONDENCE oate June 29, 1920,
sussect. Salient Features

Mr, Case

TC

FroM— ReGoBellah ___of Accompanying Report.
ol

the loans on stocks and bonds in the balance of the country stood on June 18 just
$10,000,000, above the low point for the year. The deposits of the Reporting
Banks of the Country increased $148,000,000, in the week ending June 18, The
deposits a2lso increased in the four weeks ending June 18, but for the entire year
there was a decrease of $107,000,000,

Y CRTING BANKS

Net Deposits Decreased in Week ending June 25,....cceceseeccccssscsssssosd?,486,000,
Borrowings of City Banks from Federal Reserve Bank Increased in Week.... 28,827,000,
street Loms Increased 1n week‘.....‘........‘...'.'.l.'................. 8’912,000.
Balances of OQut-of-town Correspondents Decreased in WeeKie.ccoseesoeesse 37,259,000,
Street Loans of Out-of-town Correspondents Decreased in WeeKeessesosoesee 15,393,000,

It is of interest to know that the balances of the out-of-town correspon-
dents of the Daily Reporting. Banks was on June 25 at the lowest point of the year,
and the Street Loans of the out-of-town correspondents were only $1,285,000, above
"the low point for the year,
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FEDERAL

OF NEW YORK

R -RVE BANK

dFFICE CORRESPONDENCE

DATE__Ju_ne_zia_lg_zg_!____

S Mr, Cuge sussecT. Street r s snd
rrom__Re Ge Bellah, __pepesits of Daily Reporting Bankse
000 Omitted
Net Deposits (City Banks' Street Loans \
City Banks Borrowings City Banks # Balance gtrest Loans |
f rom Qut=¢ f=town QuteofeTown ‘
Fe_Rs Bank Correspendents Correspondents
Oct, 24 Jan, 15 Dece 24
1918 High Point NR NR $639,912, $854,302 $234,924,
Apre 15 July 30 Feb, 15 w
L1918 Low Point N8B AR _ﬁba,ﬁnﬁ.___.._..__ﬁil.ln%f____.__.lii.ﬂig..._.__.
Nove 1 Jane 1 Nove
1919 High Point N R NR 847,776, 868, 670, 749,373, ‘
Febs, 19 May 29 Jan, 2 J
B A&m&%@
1920 :
_Jenuary 2 !5,422,28& $661,1757. %14.155 820,436, 634, 566, |
Febmm 2 5 1232 Yo 94 3 ° 29 2s 0 e 135 “
_March 1 41 . 708, Zlg. 4 49%4. ;3 g. le |
TApril 183,702, 619, 593, 4, 649, 0, 133 941,
May ;:‘ 022 240, 24120, ].0 b 6 2 553 ®
June 1 0 102, 4 3e ‘3—6-14 ® 685,022, 03e
June 26 4,966,551, 584,090, 440,035, 643,093, 505, 566.
=-ﬁgh Jano_g uChoT jm. ? Jan, 3 FOBQ 3
Point 5,441, 286, 750, 698, 726, 560 864, 298, 683,186,
Feb, 721 June 24

456,433,

17, 667,

May 27

274, 72

June 26
643,09

177,343,

129,000

Net Change
for Month
May 26=June 26

37,954,

47,687

23, 761

71,114,

Net Change

for Week

Junel9eJune 26
Tnerease June 2

from Low Point

28,827,

12

94,081, 81,811, 47,8800 0 1. 285,
Decrease June 26 :
166, 608, 286, 525, 221, 20 620e

Included in Net Deposits City Banks,

TS S s ST T I
From January 2 to June 26 inclusive, the net deposits of the City Banks declined $456,433,
This decline was met, in whole or in part, as follows:

gitized for FRASER
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Decreasge in Other Assets

$274, 721
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DATE

OFFICE CORRESPONDENCE

Mr. Cmse

sussect:. Loans, Depositg and Stireet Loans of
~ Weekly Reperting Member Banke, |

Re Gs Bell_ah

FROM

- s

The fellewing table shows the amount of all loens and alse the amount of losns on stocks
and bonds of the Weekly Reperting Member Banks ¢f the country. The figures for the seventy-
three Weekly Reporting Member Banks of New York City are contrasted with those of the rest of
the banks of the country and a total is shown. (The seventye~three Weekly Reporting Member
Banks are not the ssme as the Daily Reperting Banks, although fifty-ene of the latter are
among the seventyewthree banks.) The high and low points are indicated in each case and the
net change for the year, the month sand the week. In addition, the increase from the low
point and the decresse frem the high point are shown,

WEEKLY REPORTING MEMBER BANKS

000 Om &
ALL_LOANS g if_LOANS ON, STOCKS AND BONDS
Date NewYorkCity Bal.ofCountr Total ewYorkCity Bal.ofCount Total
No., Amount [Nos Amount 0e Amount No. Amount e fmount » Amount
1913Highpoint Novs15 Novel Novel
6bs 1=D6 cs 115,269,649680| 8,849,675 750! 14,040, 777 N R N R N R
191 8LowPeoint Feb, 8 Febe & Febe 8
Fﬁbol-ge_coilv 57 |4,454, 729( 613 7,039, 787 670| 11,494,516 N R N R N R
1919HighPoint Octel0 Dece 26 Nove T | Octs 31 Dece 26 Dece 26
TL15,850,422)1726/10,160,475]1 783]15, 626, 753 71| 1,455, 61 7| 7261 1,957, 248] 797| 3, 300,331
1919LowPoint . J Jan,3 e Dece ugel 5 Aug. 2
655,588 842 ¢o| 8,483 %3] 157| 13, 36, 545 [1a| 1, 2885 B 7021, 8365 €3] 17| 2,515, 428
1920 Bl
January 2 1 95,089/1727110,197,3711 7981 2,46017011,418,1071 7271 1,974,986]1 7981 3,393,09:
Fébruary 6 _%; '7?%"‘1"‘0 531‘14 B04[15,B1 "1"751"0'!%'%% 3, :oHo R%%TT‘SZ"B’%‘1 0
!_‘Jl?"arch 7315, 242,145]634[10,571,2 y 15,81 Z% 0 js‘ﬂ'ijs"gi“s’ﬂ, 50 3,171,0
April 2 [ 712]5,365,349]739]10, 445,487|811]1 5, 810 2]1,1 2' 5 1,969,302|811]3,158,94
Msy 7 2]5,2 22 r’{}_’LlO 466,41 1 37172{1,1 J?%l 2, 83480 3‘11. 2
June 3 T 1 10, 441, 2 1 31 151 1;3 1,92 53311, 0
June 18 73 (5,475,987| 741 |10, 413, 762/ 814|15, 889, 749 [73(1,1 75,256 741(1,937,885(814| 3,113,140 |
High Jenuary 2 March 12 April 16 January 2 February Jenuary 2
Point 5,595,089 10, 614,866 16,030,294 1,418,107 2,020,726 3,393,093
Low March 5 January 2 February 13 May 14 June 11 June 11
Point 5,242,145 10,197,371 15:21:921 1»15453!_1; 1,928,029 3,095,337
Change for Year : o y
Jens2 - June 18 119,102 216, 391 97,289 242,851 37,101 279,952
Change fer Month
May2l - June 18 112,936 55,004 57,932 13,447 9,843 3,604
Change for Week I
quelle june 18 | _ 85.340] _ _ se26l  zooial _ 7,948] 856 | 17,804
ACTrSEEE ume 4
from Low Point 233,842 216,391 174,828 20, 885 9,856 17,804
Decremse June 18 ]
from Bigh Point 119,102 201,104 140, 545 242,851 82,841 279,952

T Inciuded in ALL LOANS
* The high and low pointe for LOANS ON STOCKS AND BONDS during 1919 cover the peried from
August 15 te December 31,
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FEDERAL’E ZRVE BANK
OF NEW YORK

- OFFICE CORRESPONDENCE oave__June 29, 1920,
9 Mr. Case omseer. N& bt ot BiairT Rt |
rrom___Ba G. Bellah. [ Enber Banks., '11
-3

NET DEPOSITS OF WEEKLY REPORTING MEMBER BANKS

1918 High Point Nove. 8 Nove 1 Nove 1

|Febs 1 = Decell 10 4,796,521, 680 7,345,422, 150 12,104,471,

1918 Low Point Mche 15 Feb. 1. July 19

Eeh. ] - [}eg. 3] 5& 4.416- 703, 618 6'|268l 882. 111 10.935}21:;20
Septs 19 Dece 19 Dec. 19

1919 High Point 70 5,4145,79% 125 3.926,;28. 196 14,136,367,
Feb, ? Jan, 3 Feb, 7

1919 Low Point 6 4,607,465, 692 07,969 770 11,985,328,

1920

January 2 T 5,401,166, 7217 9,171,089, 798 14,572,255

February 6 n 5,064, 699, 733 9,113, 216, 804 14,177,915

March 5 13 4,918, 828, 734 9, 224,253, 807 14L14.3J 082,

April 2 72 | 5,150,077 139 9,155,998, 811 14, 306, 0756

!‘Y 7 72 5,044,527, 7317 9,127,019, 8g9 14,1 7145‘6'

June 4 = 14 23024!312. 7;2 9;161;265. 813 14, 255, 580.

June 18 73 5,193,162, 741 9,27, 752, 14, 464,914.

= ' - Jem, 2 | lNoh. 12 Jen, 1

High Point 5,401,166, 9,329,972 14, 600,225,
Feb. 20 Feb, 20 Feb. 20

Low Point 4,877,867, 9,108,133, 13, 986,000.

Net Change for

Year ;
Jan, 2 = June 18 208,004, 100, 663, 107,341,
Net Change for
Month :
© May 2) - June 18 112,457 123,36%, . 1 235,824s
Net Change for
Week

June 11- June 18 101, 746, ' 46,571, 148,317,

e e e © e S — —— — - ————

Incrense Jumr—&:a’”*

from Low Point 315, 295, 163, 619. 478,914,

" D;é’:;;_;@& J’mx_go ok 208, 004s 58, 220, 135,311

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis .
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1ORK

‘OJFF!CE CORRESPONDENCE oareJune 29, 1920,
Ta Mr. Case e sussecT. Reserve Percentages of the Twelve
rrom— Re Go Bellah —  =4- __ Pederal Reserve Districts,

COMPARISON OF THE RESERVE PERCENTAGES OF THE

TWELVE FEDERAL RESERVE DISTRICTS

New Rich~ Atlan- Chi- St, Minne-Kansas San
= Mmﬁ :Clev nd a L is C allas Fran, T
— ————— e — — = o
A B c D E F G H I J K L
1918 High Point| Aug26 |AuglO |Aug23 |Augl3|0ct24 Angaﬂ Dec 2|Augl3|Novl3|Augl3|Sepl2| Nov22 | Augl3
Aug., 9=Dece 3l | 6749 [6460 |69e2 [69¢9 |60e4 | 5645 | 6766 |T0eD [7549 6847 |54e4d | 6246 59,1
1918 Low Point | 0ct30| Dec30|Nov2l |Decl?| AuglO| DecBl Nov 6|0ctl0|Augl3|Novl4|Decl6| Oct25 | Nov20
Aug, 9=Dece 31 [ 39,0 140,53 139,3 |4600 [44,6 | 39,6 | 49,5 |43.0 3942 |42.8 | 3842 | 4643 49,1
Augl4 |Sepl8|Jan20 [May20| Nov 8| Decl$§ Mchlb |Feb 8| Jan27|Aug23|Novls8|Peb 4 | Janlé
1919 High Point] 56,1 [56¢3 |46e8 |66e5 5247 | 53e5 | 74e3 [68e6 [T2e4 6263 | 59,7 | 602 54,2
NovlZ2|Dec30|June3 |Nov25| Juned] Seplf Dec29|Mch22|Dec26|Decl? | Junls| Nov 1 Dee30
1319 Ig% gglnz §7.§ ég.? §§'8 45!0 _§8.5, 393 | 4943 |41e2 | 3944 | 39,0 | 375 | 4545 44,5
January 2 43,7 |38,7 |41,0 48,1 (42,3 | 51,8 | 46,2 |4648 140,6 |44,2 (48,6 | 52,6 43,7
' Jane ~lich, lch 4)Mch3] (Mehl2 |Mch20|Feb 5| Janld Janl3|Jan 7| Mch20|Feb 5|Jan 7| Mch25 | Jan 8
High Point 543 |41e8 |41e8 [52,7 [47.0 | 55e4d | 595 | 5447 | 51eB3 | 53,1 | 593 | 5249 45,8
Jan,-lich, Feb 7|Janld|Jan3l [Mchlb |Mchlé| Mch 1| Mch3l|Mchl5|Jan 2|Jan 3|Mchl5|Feb.3 Mechlb
Low Point 39,7 |34e7 |34.5 (44,1 |38.9 |40.,7 | 38.6 [|38.5 406 |41le2 [40.,9 |39,0 41,1
April 26 22 19 20 22 13 9 12 3 5 5 1 10
High Point 5406 |44.5 |44e5 |Dle2 (4462 | 494 | 41,1 |43.8 | 48,3 |44.5 (46.4 | 49.4 43,6
April & 5] 14 i | 9 30 e | 24 15 23 2 D
Low Point 44,2 |3848 |3945 [45.2 (3944 |41le4 | 38,7 138.6 |39.3 |38.0 |38.8 138.0
May 1 20 5 18 24 a7 11 26 13 10 b 12 28
High Point D5l (4264 (423 |52e7 |44¢6 | 41ed | 42,1 |41e6 42,0 [45.2 | 41,9 | 4246 42,7
ilay 14 3 4 26 2 25 20 7 8 19 11 1 15
Low Point 47.8 39.1 59.: 49.3 40:2 3900 3941 39,2 39.0 |38,9 39,2 40. 6 4200
June 25 | 17 25 | 24 | 15 16 | 10 | 17 2 7 | 16 | 22 18
High Point 56e8 |4363 |45,0 [DB5e2 4562 | 4300 | 418 |43e2 | 44,6 42,9 (443 | 5367 44,5
June 1 i 11 15 v 4 10 22 15 19 15 3 3 5
Low Point 46,7 38.5 39.3 4‘9.1 39.4 39.5 39.0 59;5 40.0 58.3 38.1 4:1.8 42.5
Juneg 25 5668 |3962 |45,0 |51el |41.7 | 4066 | 40,0 |41.9 |41,1 |41,1 |41l.4 |52,0 43,6
.Change for Year e i ; B et -
Jan, 2-Jung 25 |13 06 | 4,0 | 5,0 | 0.6 11,2 | 6.2 | 4.9 | 0,5 | 3.1 | 7e2 | 0.6 0s1
Change for Mont
Moy 25=June 25 | 63 | 1.0 [ 2,7 | 048 | 0e8 | 146 | 149 | 0s8 | 0e4 | 0,2 | 1,3 [10,5 1.1

Ohange for Week
June 18-June 25 | 4,2 | 9.9
nerease June 25
from Low Point (17,1 | 4,5 10,5 | 7.0 | 2,8| 1.6 | 1.4]| 3.4 | 2,1 | 3,1 | 3,3 4,0 | 2,5
Decrease June 2§ ' ' : e :

from Higp Point | 0.0 Ded 040 4.1 De3|14,.8 19,5128 ]10s2 12,0 |179 le7 A

3 0ol 02 | 342 1.0 | 2«1 3 09

’ S
(<> ]
£
()]
=
L J
({s]
(&)
L )
@

igitized for FRASERTh@ Net Exports of Gold from Federal Reserve Bank of New York from January 2, 1920 to
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SECURITIES AND CUSTODY ACCOUNTS

Securities Department
Custodies held $
Securities held in vault Safekeeping
“ awaiting delivery

Total

Certificate of Indebtedness Department
Securities held in vault custody
L ‘ awaiting delivery and exchange
Canceled securities held awaiting shipment to Washington

Temporary Receipts for Subscriptions to U. S. Securities
2 “ “ “ “ War Finance Corp. Bonds

Total

Government Bond Department
Securities held in vault custody
“ ‘ awaiting delivery

* for exchange of denomination
Canceled securities held awaiting shipment to Washington

Total

Government Deposit Department
Securities held in vault as collateral to Government Funds, W. S. S. etc.
= “ by outside custodians as collateral to Government Funds

W. S. S. etc.

‘ awaiting delivery
Total

Loan Department
Securities held as collateral for Rediscounts and Advances
* ‘ awaiting delivery

Total

Federal Reserve Agent’s Department
Unissued Federal Reserve Notes held by F. R. Agent
Commercial Paper held by F. R. Agt. for F. R. Agts. of other res. bks,

Total
Grand Total Liability for Custodies and Securities Held

= *“  Temporary Receipts issued for Subscriptions
to U. S. Securities, etc.

Buffalo Branch Account (Cash Balance)

Cumulative dividend hability to

Liberty Loan Funds with Depositary Banks

Certificates of Indebtedness Funds with Depositary Banks

.org

Tl iy FR{?}% al I?eposit Funds with Depositary Banks

Enclovwne 0 £ %)

ACCOUNTS WITH OTHER FEDERAL RESERVE BANKS

BEFORE SETTLEMENT
DUE FROM DUE TO

Boston
Philadelphia
Cleveland
Richmond

Baltimore Br.

Atlanta
New Orleans Br.

Chicago
Detroit Br.

St. Louis
Little Rock Br.
Louisville Br.

Memphis Br.
Minneapolis

Kansas City
Denver Br.
Omaha Br.
Oklahoma City Br.

Dallas
El Paso Br.
Houston Br.

San Francisco
Seattle Br.
Spokane Br.
Portland Br.

Salt Lake City Br.
Los Angeles Br.

TOTALS

COMPARISON OF IMPORTANT FIGURES

IN THOUSANDS (OOO OMITTED)

F. R. NOTES IN F. R. BANK NOTES IN | TOTAL EARNING
NET DEPOSITS
ACTUAL CIRCULATION|ACTUAL CIRCULATION ASSETS FETALFRESERVER

% OF TOTAL RES.
TO COMBINED NET
DEP. & NOTE LIA®S,

TODAY

YESTERDAY

ONE WEEK AGO

AVERAGE
THIS
MONTH TO DATE

AVERAGE
LAST MONTH
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FEDERAL RESERVE BANK
OF NEW YORK

Gold redemption fund F. R. notes
Gold with Federal Reserve Agent
Gold settlement fund

Gold bullion and coin

Gold certificates

Bank of England gold a/c—OQurs

Total Gold Reserves
Legal-tender notes
Silver coin and certificates
Mutilated currency for'd for redemption

Total Cash Reserves
Total Reserves
Other cash on hand
5% fund against F. R. bank notes
Opverdrafts—U. S. Government

DEFERRED ITEMS

F. R. notes of other F. R. banks
Deferred debits other F. R. banks
Due from other F. R. banks—Coll. funds
Remittance accounts

Exchanges for C. H. and other cash items
Deferred items Treas. U. S.

b 4K

Total Deferred
Allotments to other F. R. banks
Argentine Gov't a/c

Due from foreign banks

Ny

Total Deductions

EARNING ASSETS

Member bks. coll. notes—U.S. securities
Member bks coll. notes—Cifs. of Indeb.
Bills disc.—Members—U. S. securities
Member bks. coll. notes—Coml. paper
Bills discounted—Members—Unsecured
Acceptances purchased

Acceptances purchased with agreement

Total Bills
Investment a/c self insurance reserve
U. S. bonds owned
U. S. sec. to secure F. R. bank notes
U. S. certificates of indebtedness
U. S. C. of I. purch. with agreement

Total Other Investments
Municipal warrants
Par value of earning assets
DEDUCT
Unearned discount

RESOURCES

[N

Dep. res.on U.S. sec

Total 3 104 \

Less int. accrued on %2 34 1
U. S. Sec. -

Liquid Value of Earning Assets

MISCELLANEOQUS ASSETS
Bank of England S{)e;liz‘g gold a/c held for
n

other F. R
Expenses paid in advance
Expenses adv'd to Gov. Loan Organiz'n
Suspense Account disbursements
Suspense a/c—General
U. S. Ist L/L bonds held a/c
Participation Ctfs.
Internal revenue stamps
Difference a/c

Real estate

New building

Total
Total Resources

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

STATEMENT OF CONDITION
CLOSE OF BUSINESS

et !

ITEM

FEDERAL RESERVE NOTES
Outstanding
Less held by bank 16

LIABILITIES

AMOUNT

ACCOUNTING DEPT.
BOOKKEEPING DIV,

“ for'd for redem.

In Actual Circulation
FEDERAL RESERVE B’K NOTES
Outstanding

Less held by bank

3,890,000

“ for'd for redem.

In Actual Circulation
DEPOSITS
Treasurer U. S.—General a/c
Member banks—Reserve balances
Non-member banks—Clearing a/c
Foreign governments
Foreign banks
Officers’ checks, etc.

Total
DEFERRED ITEMS
Due to other F. R. banks
Deferred credits—Other F. R. banks
Deferred credits—Member banks
Suspense a/c—Treas. U. S.

= TaN SAD OF
187 248,88

Total Deferred
Gross Deposits
MISCELLANEOQOUS LIABILITIES
Gold in custody withheld for expense a/c
Participation of F. R. banks in Bank of Eng. gold and
exchange accounts
Reserve against undetermined liabilities
Reserve for tax on F. R. bank notes
Reserve for depreciation, etc.
Reserve for self msurance
Participation ctf. L/L bonds
Suspense a/c—General
Difference a/c

7o

Total Miscellaneous

CAPITAL

Paid in by members

Paid in by applicants for membership
Surplus

Super-surplus

Total Capital and Surplus
EARNINGS
Discount earned on bills discounted
) “ % acceptances
Interest earned on municipal warrants
“ B “ U. S. securities
‘ non current funds
Discount profit on bills sold
Commissions earned
Sundry profits
Penalties on deficient reserves

““ 0

Less Discount loss on notes rediscounted

¥ . ““ bills sold

Gross Earnings
Less Current exp.

4w 19 Rﬁuf-:lxl:.c'sReal es.
R Net Earnings

Add Acc. div: rec’d
Less “ “ pad

Anmt available for dividends & surplus
Total Liabilities

RESERVES
Gold against net deposits %
Gold and lawful money against net depos. %

Gold against F. R, notes in actual circulation %

Ratio of total reserves to combined net deposit and
note liability %

Contingent liability as indorser on bills rediscounted
with other F. R. banks.
v

Contingent liability on bills sold to foreign correspondents

Actual

. Aubitrary
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as of Jume 14, 1920,

e 16, Too0

Tax 728,130,000,
July 1, 1920 Loan 200,669 ,500,
July 15, 1920 Loan :
Sept.15, 1920 Tax 657 ,469 ,000,
Oct. 15, 1920 Loan 170,635,500,
Nove 15, 1920 Loan 102,863,000,
Dec. 15, 1920 Tax 703,026 ,000,
Har, 15», m Tax 01 S70.5
Total as of Jume 14, 1920 R.4048.064,500, 42848,064,500.

The three issues maturing in June end July
which ave fully provided for are:

mﬁ';num +150,000,
July 1, 1920 200,669,500,
July 15, 1920 | e 882005000,

TOZAL hal2, 702,500, FaQl2, 702,800,
mmthMGmﬂ..-.... ..M,m.m
To which we must add two issues Jume 15 (amownt seld) « . . . .o 400,000,000,

Zotal C. of I."s outstaniing as of Jumo 16, 1920 + « « . « « $R,255,562,000.

Hote & net redaction of
612,702,500 has taken place.

RECAPITULATION OF OUTSRANDING CERTIFICATES
EXCLUDING JULY MATURITIES WHICH AND PROVIIED

-
B PsVAR

Sept. 15, 1920 fTax {657 ,469 ,000.
Dec, 16, ﬂ Tax 708,026,000,
liar, u. Tax mmm
- m“"“m% %= 200,000,000,
Total tax certificates (selsf liguidating) . . . $1,761,865,500.
Qets 15, 1920 Loan ¥ 170,633,600,
Nov. 15, 1920  loam 102,863,000,
Jan, 8. mg 200,000,000,
Total loan certificates which may

reguire torporery vefimameing « « « + « « « o 475,496,500,

Digitized for FRASER ‘ 24235 4362 ,000,

http://fraser.stlouisfed.org/
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FEDERAL RESERVE BANK

OF NEW YORK July 2, 1920.

Dear Governor Strong:

Your very interesting communication, written from Tokyo under
date of May 29, has been received, and I have enjoyed very much reading
your account of conditions in Japan as you have found them during your
sojourn there. I have passed the letter around to a few choice souls,
including the members of our sxecutive committee and Messrs. Jay, Sailer,
Kenzel, and J. F. Curtis, all of whom sey they find it both interesting
and enlightening. You have had, I sm surs, some delightful experiences
in visiting the Far East at = time when you have not been obliged to
hurry on from place to place but can stay on or move on at your leisure,
and I hope you will continue to enjoy the balance of your trip.

I am anticipating with keen interest an account of your views
respecting conditions in China. It seems to me that she has vast,
potential possibilities, if she could be gradually awakened and guided
in the right direction. The generzl feeling here is in line with the
cne you have expressed; namely, that Mr. Lamont hes done a splendid
piece of work in standing by his guns and carrying out American ideas
a8 regards the Chinese Consortium. A few days ago I had luncheon with
Mr. Bromley, President of the Shanghai Baptist College, who gave me =
short but interesting account of conditions in China, and her relations
with Japan, based upon his personzl observations during ten years of
residence thers. A

It is hard to believe that you have been gone for quite half
a year; and I am sure you will agree that Mr. Jay and I have held to
the course suggested in not bothering you unnecessarily with bank details.
We all hope sincerely that you have greatly benefited by your rest and
traveling experiences and that you will return, the first of the year,
in the very best of conditien. I am planning to leave the office,
to-night, to spend a short time with my family at Rangeley Lake, Maine.

As Mr. Jey will be out-of-town until the first of next week,
I am not sure just whet matters he has covered in his recent letters to
you, and I shall, therefore, briefly touch & few of the high spots. He
has probably mentioned our new director, Mr. Richard H. Williams, of
Williams & Peters Coal Company, who is a very intelligent, cultured
gentleman and a real addition to our board of directors. He succeeds
Mr. Williem Boyce Thompson, who resigned in order to become Chairman of
the Finance Committes of the Republican National Committee. Our new
counsel, Mr. Edward H. Hart, formerly of the Treasury Department, is
working out splendidly, and wé are all very much plessed with him. Mr.
George L. Harrison, one of our two new deputy governors, arrived herse
yesterday, and I am sure that, with his wide knowledge of the Federal
Reserve System, he will readily slip into harness and relieve other of-
ficers in a great degree. Mr. Kenzel, the other appointee, needs no
word of mine as to his capability. He was out on the Pacific Coast,
attending the Foreign Trade Convention, when appointed, and he was
naturally much pleased to receive our wire advising him of our selection.

Federal Reserve Bank of St. Louis



FEDERAL RESERVE BANK OF NEW YORK..Za .. Governer Strong. 7/2/20.

Mr. Jay has probably written you of the other promotions in our official
staff, which have placed Mr. Hendricks in the position of Controller at
Large, Mr. Leslie R. Rounds as Controller of Accounts, and Mr. J. Wilson
Jones, Controller of Fiscal Agency functions; these promotions, of course,
please the organization, and assumption of these functions by the men
named will enable Mr. Sailer to devote more of his time to other matters.
Mr. James M. Rice, formerly szssistant to Mr. J. Wilson Jones, has been ap-
pointed Manager of the Government Bond Department.

On Tuesday of this week the bank distributed to its employes the
regular quarterly bonus, based upon the figures for the last bonus, which,
as you will recall, were:

20% on the first $1,500 or part thereof

154 on the next $ 500 or part thereof

104 on the next $ 500 or part thereof

No additional percentage on amounts between $2,501
and $5,000

Both at the present time and during the Januery distribution, we have re-
ceived many expressions of thanks, verbzal and written, from various depart-
ment heasds and other employes, for our action in this regard, and a general
feeling of satisfaction appears to preveil, some of which may be a "hangover"
from the liberal action taken by the bank &t the close of last year. The
cost of living has not decreased to any appreciable extent, the reduction

in price of some commodities being offset by the rise in others, while the
housing and high rent problems are most serious.

FOREIGN MATTERS:

With regard to the specisl arrangement made with the three banks
for shipment of silver dollars to China, about which I gave you a memo to
take on your trip, the sensmtional drop in the price of silver has of
course made unnecessary,shipments in addition to the $13,000,000 exported
in December, Januery, and Februsry. These silver dollars have all been
melted in China and final returns made to us by the three banks on the
exchange operations involved. They show a profit of $190,000 on the
three shipments after deducting all expenses, and we have been instructed
by the Federal Reserve Board to pro rate this profit among the Federal
reserve banks. I presume you are aware that the Director of the Mint is
now buying American-born silver at $1.00 per ounce to replace the _
200,000,000 ounces sold under the Pittman Act. The initial regulations
issued by the Treasury, governing the purchase of this silver, were so
rigorous as to practically nullify the whole arrangement, but amendments
have since been made as a result of conferences between miners, smelters
and refiners, and Treasury representatives, so that actusl purchases by
the Mint are now being made. I understand thet about five or six million
ounces have been bought up to the present time. This has resulted in
establishing two markets for silver; one, the domestic-mined and reduced
silver, which is eligible for purchese under the Pittman Act snd is quoted
regularly at 99 1/2 cents, and the other, foreign silver, which is now
quoted at about 90 cents. I see no reason why we should not buy silver
for the Bank of Japan, if they request it, and I do not believe it would
interfere in any way with the Treasury's program. In fact, I understand
that the Treasury is not anxious to make purchases under the Pittman Act
at $1.00 per ounce.
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FEDERAL RESERVE BANK OF NEW YORK. _ 3. . Governcr Strong. 7/2/1920
We have recently gone through the formality of raising the limit

from $10,000,000 up to $40,000,000 on the amount in gold which we agree
to earmark for de Javasche Bank. They reached the previous limit of
$10,000,000 in May and, anticipating considerable expansion in their
currency during the coming export season, inquired whether we would
grant them further facilities for earmarking, in view of the removal of
restrictions on gold exports. We were of course glad to accommodate
them, but,rather than remove the roof entirely, we thought it advisable
to plece some limit on the amount which we were willing to earmark. We
informed them thet this was done merely in the interest of definiteness
end that we saw no reason why the amount could not be increased if they
later found it necessary. We received a letter from de Javasche Bank
the other day in answer to our notification of your visit, stating
that it will be a great pleasure to them to see you. They further
stated that Dr., Vissering had informed them of your trip te the East
and that they had accordingly communicated with you, in care of the
Embassy in Japan.

Since your departure the Argentine Government has been making
rather heavy withdrawals from their deposit with us. The rate of exchange
turned against them early in liay after heavy shipments of gold had been
made from this country in January, February, March and April, and when
our dollar went to a premium the withdrawals commenced. Since the middle
of Mey, their balance has decreased from $72,000,000.00 to $34,000,000.00.
I understand that the dollars are released by the Argentine Government,
however, only ageinst payment in Buenos Aires of the equivalent in gold at
a rate of about 104.25.

The Treasury hes advised us that beginning this week the Indian
Government hms removed ®ll restrictions on the private importation of gold.
I understand that this is in accordance with the recommendation of the
Committee on Indian Exchange and Currency, but that little gold is expected
to go to India as = result of this action, owing to the fact that the
premium on gold in the Indian bazaars has been reduced to about 4%.
Furthermore, in conjunction with the fall in silver, rupees have been wesk,
being quoted to-day at about 38 cents.

The Bank of Japan agreement has been working smoothly. They still
keep $4,000,000 in current account and $16,000,000 in bills. In line with
the suggestion made by you at one of the recent governors' conferences, we
have offered the other reserve banks a participation in the account, and
they have all accepted. The current deposit has been split up among them
on a pro rata basis and each reserve bank has assumed a proportionate share
of the contingent liability involved in guaranteeing payment of the bills.
This is, I think, a good principle to work by, as it spreads any shocks which
may occur over the entire system. After discussion with Mr. Jay, I will
take up with the Board your suggestion with regard to increasing the
$20,000,000 maximum provided for in the agreement. We will discuss with
Mr. Nagaike, the new representative of the Bank of Japan, in New York, the
matter of a possible exchange of confidential data.

There have been no changes in the German gold account except an
occasional sale of gold bars in London to the Bank of Montreal for account
of the India office. These are becoming very infrequent, the last two
being for $1,500,000 on February 11 and $1,250,000 on Nay 24. We now have
$111,500,000 earmerked with the Bank of England.
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FEDERAL RESERVE BANK OF NEW YORK—.iJ—-—-

The preparations which it is generally believed have been made by
the British Treasury to meet their share of the Anglo-French bonds maturing
next October have been very interesting to watch and the subject of much
favorable comment, As you have probably noticed in the press, they have
shipped to this country during the past three monthe about $75,000,000
in gold, and in addition there have been persistent rumers of further large
shipments to meet this maturity. It was reported that approximately
$50,000,000 of this gold was used by the British to pay off the Argentine
loan of thet amount which came due here on May 15. Our banks were un-
willing to renew this Argentine losn, =s the belance of trade was against
ue and Argentina was making heavy withdrawals of gold. It was generally
understood that Creat Britain came forward and furnished the dellars to
pay off the loan, but this has never been confirmed. Grest Britain
has probably made provision for her share of the Anglo-French loan by
this time. In doing so she has undoubtedly sold securities in this
market and has already retired a substantizl portion of the maturing bonds.
It is not so clear what, if any, steps France has taken to meet her share
of the obligation, or whether she will ship some gold or endeavor to
refund some part of the bonds.

CREDIT SITUATION:

The 7% discount rate which became effective June lst is un-
doubtedly working good results, but as yet the improvement effected in our
reserve gituation is practically nil. Its general effect, however, is to
exert & steady and continucus pressure upon our banks and borrowers, and I
am sure the improvement will come, though somewhat graduelly, within the
next few weeks. In any event, it has doubtless prevented loans increasing
to still higher figures. I should like to see an extra accumulation in our
reserves between now and Autumn to furnish a little slack to let out at that
time. Undoubtedly the "acid test" of the Federal Reserve System is to
come this fall, and I feel certain that it will stand like a rock and meet
all calls which are likely to be made upon it. Unfortunately, we are in =2
political year and, in consequence, will have to undergo 2 good deal of
criticism from time to time, most of which is not Justified.

Our losns to bankes and the volume of Federal reserve notes out-
standing are now at the maximum point. Within the last few months we have
shipped nearly $50,000,000 of Fedewal reserve notes to Cuba and our Insular
Possessions. This, together with inflated weges Bnd inflated prices that

Enclosure preveil, tends to keep our circulation at a high point. The accompanying
No. 1. statistical information relating to our reserve position as of June 25
will, I am sure, be of interest to you. You will observe that New York
has undergone a substantial liquidation in net deposits, in loans &and in its
borrowings . by "ecity banks." This reduction, however, has been more than
absorbed by the rest of the country - lsbor troubles and inadequate trans-
portation facilities are responsible for this in large measure. The
volume and value of "goods in transit" has increased amazingly this year.

In reviewing the clearing house statement for last Friday, June
25, I notice that, while the clearing house member banks carried with us
a reserve of $550,000,000, they have in addition to this nearly $100,000,000
in "Cash in Vault," which includes their gold holdings, ths gold item having
been eliminated from their statement some time ago. Of this large surplus
cash, the National City Bank has approximately $15,000,000, the Mechanics
& Metals, $11,000,000, and the Hanover National,about $8,000,000. As the

sitized for FRASER first two banks are large borrowers here, our executive committee has muthorized
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FEDERAL RESERVE BANK OF NEW YORK.__ D Governor Strong. 7/2/20.

me to suggest to the proper officers of these institutions the idea that,

at & time when their borrowings here are excessive, we think it inappropriate
to lend them additional money for the purpose of locking it up in their
vaults,when they could reduce their line with us by depositing some of their
surplus gold or other cash holdings.

In this connection, I see in to-day's paper that the Bank of
England is having its own troubles, which appear to be due largely to the

- gemi-annual window-dressing carried on by the joint-stock banks. Their

Enclosure
No. 2.

Enclosures
| Nos. 3, 4,
5 and 6.

Enclosures
Nos. 7
and

8.
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reserve, as of June 30, 1920, was but 8%, magainst 15% the previous week,
(8% is said to be the lowest reserve on record). This was apparently caused

by an increase in deposits of 55,000,000k sterling and an increase in
circulation of 5,000,000 & sterling. I am enclosing = memorandum on this,

showing some interesting figures.

BANKERS AGCEPTANGCES:

This market is in a fairly satisfactory condition, with a steady
growth in the number of country banks throughout the district which are
accunulating them as secondary reserve. We of course have had a large
portfolic throughout the year. I am anxious to see the time come when these .- !
bills will constitute the real secondary reserve of our member banks. In of T
connection with the bill market, I am enclosing with this a memorandum th‘ -
prepared by Mr. Kenzel and his assistant, Mr. O'Hara, together with two boocklets
recently published by the American Acceptance Council.

CALL LOAN SITUATION:

The call lcan situation leaves much to be desired. My Jjudgment is
that the "sharp call loan," based upon non-liquid - in fact, absolutely
rigid assets, constitutes the missing link in our financial chain. 1In the
lnst week we have had high rates, ranging all the way from 8% to 15%.

NORTHEEN NEW JERSEY CLEARING HOUSE ASSOCTATION:

The Northern New Jersey Clearing House Agsociation, which embraces
practically all the institutions in Hudson County, is now in operation, using
one of our buildings at 37 Liberty Street for its clearing house. This is,

I think, 2 good, congtructive piece of work and greatly expedites the prompt
collection of checks across the river. I have no doubt that presently
Newark, Paterson, and other nearby towns will knock at its door for admittance.

BANK EARNINGS:

The earnings of the bank for the six months period ended June 30, 1920,
are approximately $24,000,000, or equal to about 100% on our capitel stock. I
am encloeing 2 copy of some #estimated figures which Mr. Rounds has prepared for
me, as of June 19, which are substantially correct. These figures have not been
published, but I am expecting to hear a very loud wail from our member banks
when our earning figures for 1920 are given out. I further enclose a copy of
our belance sheet, showing resources and liabilities as of June 30, after
cloeing our books, giving figures for total capital and surplus of more than
$78,000,000.

Governor Harding recently advanced the idea of assessing monthly
against each Federzl reserve bank a tax based on the average@mount of ite
notes outstanding. This suggestion did not find favor with this bank, and Mr.

http://fraser.stlouisfed.org/ *June 30 actual figures now given.
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Jay haes written to Governor Harding, opposing the idea.

CONSOLIDATIONS::

Since you have been away there have been many consolidations ef-
fected between our New York City institutions, with most of which you are
familiar. There is a well-recognized tendency towards larger banking
unite - a movement which I am glad to see, always providing, of course, we
are developing bankers sufficiently trained to handle the work properly.

CERTIFICATES OF INDEBTEDNESS:

The United States Treasury Certificates of Indebtedness market has
very materially improved during the past two months. Up to May 1 the Treasury
was very much averse to having the certificates traded in at any rate other
than the coupon one. I finally succeeded in convincing Mr. Leffingwell that
his policy was wrong and was very harmful to the certificates, and he eventually
concurred in my views, with the result that open market trading has worked a
decided improvement in the certificates situation. 1In this connection I am

Enclosure enclosing copy of a letter from Messrs. Salomon Bros. & Hutzler addressed to

No. 9. us under date of June 28, which speaks for itself. We have from time to time
purchased small amounts of these certificates from them under = sale and re-
purchase agreement.

The Treasury has at last come abreast with the money market by writing
in its last issue of certificates interest at the current market rates; 5 3/4%
for the January 3, 1921 maturity, and 6% for the longer, June 15, 1921 maturity.
These certificates were distributed through the usual channel - the banks, and
have been absorbed largely by private investors, such as savings banks, life
insurance companies, trust departments of financial institutions, and individuals,
Enclosure so that few of them remain in the banks. I enclose a memo showing the amount
No. 10 of outstanding certificates as of July 15, at $2,200,000,000.

LIBERTY LOAN BONDS:

With regerd to the Liberty Loan bond market, as the credit pressure
has become more and more pronounced there has been 2 great desl of selling on
the part of industrial coneerns which originally bought the bonds for patriotic
reasons and whieh have since felt obliged to sell in order to supply themselves
with necessary funds for current business operations. The Liberty Losn bond
market now, however, is standing on its own feet, the Treasury having withdrawn
from the merket some six weeks mgo. Buying is good =nd comes largely from
those concerns and individuals who regularly sccumulate investment funds.

Section 6 of the "Victory Loan Act" provides that for the fiscal year
beginning July 1, 1920, and for each fiscal year thereafter until all bonds
and notes are retired, there will be an appropriation equal to 2 1/2% of the
aggregate amount of L1berty Loan bonds and Victory notes outstanding on
July 1, 1920, less the amount of any obligations of foreign governments held ,
by the United States on July 1. :

Estimating the total outstanding at $20, 000,000,000 and deducting the
foreign obligations of $10,000,000,000, leaves a total of {approximately)
$10,000,000,000, 2 1/2% of whlch amounte to $250,000,000 to be purchased annually
by the Treasury.
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FEDERAL RESERVE BANK OF NEW YOR 7. Governor Strong. 7/ 2/ 20.

. The War Finance Corporstion and the United Statees Grain Corporation
are being liguidated and will soon be out of business.

Mr. Leffingwell has resigned and leaves his position at noon,
to-morrow, July 3. Mr. Gilbert, his understudy at the Treasury, is to
succeed him. I am very glad to report that our relations with the Treasury
Depertment are of the most cordial nature, and that they are inclined not
to fix any interest rate for certificate issues without first obtaining
our views on the subject and then following them.

NEW BUILDI

°
-

Mr. Jay has doubtless written you abecut our recent real estate
purchese on Maiden Lene, mcquired for the purpose of erecting immediately
a storage warehouse, with the thought in mind that it will be completed by
May 1, 1921, thus enabling us to move our staff from 37 Liberty Street
to the new building, before we begin tearing down the property on our new
home site.

CONCLUSION :

This letter is somewhat of & hodge-podge, because I have merely
hopped around from one high spot to another. I hope, however, that you
will find some of the information of interest.

Br. Jay and I have not arrived at any definite understanding as
to your suggestion of meeting you in England this winter. It is my
belief that Mr. Jay rather hopes to go abroad next year with his family.
If this is his conclusion, I shall be very glad to adopt your suggestion.
I will have a frank talk with Mr., Jay about this matter very soon, because
I feel that if he would really like to go over this fall, he should have
the opportunity of doing so.

With the best of luck to you and your party during the balance

of your time, I am,
Cordially yours, L/tﬂ”fff////”
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Circulation

Public deposits
Other deposite
Government securities
Other securities
Total reserve
Bullion

Proportion of reserve
to liabilities

Bank rate

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

BANK OF ENGLAND'S STATEMENT

June 50,1920,

£ 120,060,000

15,647,000
175,936,000
91,097,000
103,188,000
16,274,000
117,882,136

8.49%

Eadoral Recserve Bank of St loyis ... ...

June 23, 1920,

L 115,240,000

17,869,000
118,471,000
53,003,000
80,139,000
21,025,000
117,815,415

15.40%

Ine.
Dec.
Inc.
Inc.
Inc.
Dec.
Inec.

Dec.

L 4,820,000
2,222,000
57,465,000
38,094,000
23,049,000
4,751,000
66,721

6.91%




~ AP ||||| ARTINE AVENUE
/%W St o ftce W% Za_o . PLAINFIELD,N.J.
SaE Tl Ztme Fyore < @7::. ey , ‘%7’4’%-‘7—70-/730
fint Le Fony i ownis Lo Aetinie ad @WZ}: |

U oraertovuttss Lote | RACeB s s 0 oo

47%%; 2ot A fpl e Fuatfen

7

(lrt Ze Pres frofoscig s Soupgsrt T s cnyr 2p HoMiato.
> Ao Momater: theat 7 Sy gratia T D2tec . V) exeed # -
%2 S Bmess lee b Cacslon ot Bl Tl e tin i A b A\

A Dopetls R belon e, ! T e ny/@u.ﬂu;e/zzfax’r@
mwm@mm oy, :355' : S
M%Ma»&/&@ a@:tu.,(

o Ao el A o Spree 2o Steects Al rat o tee ’@f Zf%catg s fre AesckEL

Federal Reserve Bank of St. Louis




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

EedSiabRasan e Roole ofCH 1Y ...




EEEEEEEEEEEEEEEEE

Arreer o S S
< %}Jaé‘%& AT
%ﬁ%/té«f%%m
Pon fegporn o Aef Lot free -
/:‘vvf&e CErzece - 4/mz W > &
S e Ay

Digitized for FRASER W‘M’ﬁ Fecotce.
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis %'M—-ﬁ/? M’}‘Z & s




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

2 The Zdfle ot o e
be frets Hoce aofoul Ha( Cececo
2e K Lacey
VHotc ) Shace de 2. ceiom)
%WWA;C 7l

A, Cner Cicain V%'

Flegpe s et G otomtr
| & /Gpenil A o ailos%g
P



FEDERAL RESERVE BANK

OF NEwW YORK
October 21, 1920.

Dear Mr. Strong:

It seems scarcely possible that we are in the middle of autumn
and that three-fourths of your year's wvacation has slipped by. We are
all delighted to know from the messages you have sent to us and to friends
outside that you have fully regained your strength and are longing to get
back on the job. This has the right ring to it. All this month I have
had it on my mind to sit down and write you a long letter but have per-
mitted various matters to interfere. This afternoon, however, I am
determined to fly at it.

Acting upon an invitation from the dirsctors of our Buffalo
Branch and at the suggestion of our own board, I visited our Buffalo office
for the first time about two weeks ago. The impression I gained of the
way in which their activities are carried on is altogether favorable. MNr.
Gidney has proved to be exactly the right man for the place and the Buffalo
bank presidents have taken him not only to their hearts but out on their
golf links as well; so that, in some instances, they are celling each
other by their first name.

I had a most delightful visit with our mutual friend, Mr. Locke.
He was good enough to put me up at the Buffalo Club, entertaining me there
at & luncheon which most of the Buffalo bank presidents attended, and
altogether was exceedingly kind. For Mr. Locke's perusal I took with me
your letter written from the Fujiye Hotel at Miyanoshita under date of May
29. He has just returned it, with the comment that it is one of ths most
interesting letters he has ever resd and that there are but few men who
could prepare such an exposition. He also told me that he is looking for-
ward to the fulfillment of your promise to spend m week with him at his
home in Buffalo some time after your return. He said he proposed that you
should be & free lance, to coms and go =ms you please; but I do know that he
is eagerly anticipating such a visit from you. I hope you will try te
make it. >

In my last letter I suggested thet the Federal Reserve System
would undoubtedly be under fire this mutumn. It is - both from political
and economic angles and then some! And while the System as a whole has
come through all of these attacks with flying colors, it has at times been
just a bit distracting. Applying David Harum's theory that "e few fleas
are good for = dog,beczuse they keep him from brooding over the fact that
he is a dog," these annoyances serve a useful purpose and should grow less
after November 2nd.

Mr. Jay is in Washington to-day reading ® paper before the Nstional
Bank Section of the American Bankers Association Convention. Last week
he and I attended a joint conference of the chairmen and governors of the
twelve Federal reserve banks with the Federel Reserve Board. After the
joint discussion, the members of the conference separated, the governors
holding their own meeting in one place and the chairmen holding theirs in
Enclosure -anothgy. In this connection I am enclosing for your informstion a brief
kaheg%rFQKSER resume of the topice considered by the governors and a statement of the
http://fraser.stiouisfed.org®¢ tion had therson.
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GENERAL CREDIT SITUATION:

This topic is uppermost in the minds of the commercisl, industrial
and banking world and is one about which volumes are being written. Of
course, there are meny vital factors in credit granting under present con-
ditions. Suffice it for me to say that the fall in commodity prices has
not yet penetrated generally to retail trade, which is quite dull. The
decline in cotton and wheat, however, is causing great pressure on public
authorities for banking accommodstion to enable growers to hold off their
products from the market for higher prices. Sscrestary Houston and Governor
Harding have had to bear the brunt of their appeals and eriticism and have
stood like a rock - "mors power to 'em." We, like sll the countries of
the world, are feeling the effects of the readjustment period which, I take
it, is going to last quite & spell before normsl conditions obtain. The

Enclosure editorial by Dr. Frank Crane, entitled "The End of the Vicioue Spiral,”

No. 25 expresses, I think, the general feeling that the end of the expansion spiral
has been reached and that we are beginning more nearly to approasch normsl.
The sobering-up process, although necessary and wholesome, is always dis-
agreeable while being gone .through.

I well remember my discussion with you, before you left, on the
subject of a general raise in discount rates as the one important means of
effecting a control, and while we were somewhat tardy in applying this
remedy practicelly everybody is beginning to rscognize that it is the one
most effective measure. There ars,of course,some critics, notably Senator
Owen, Comptroller Williams, and the Manufacturers Record of Baltimors,
representing that school of thought whose adherents want the throttle
left wide open at all times and who seem to believe that the measures taken

Enclosure have been too drastic. This view is very graphicslly pictured in the =ac-
No. 3. compenying cartoon by Ding, which I recently clipped from the New York
Tribune.

Mr. A. Barton Hepburn, who, you will recsll, is now a member of the
Federal Advisory Council, confirms Mr. Alexander's view that the demand for
credit is still fierce. Our dirsctors have invited him to mset with them
each month.

BANK OPERATIONS:

On October 15 the total esrning assets of this bank reached a new
high total - $1,148,542,000. As a matter of fact, the week of October 15
was a red-letter week in many of the departments of the bank. On October
14, for instancs, the transit department handled a total of 327,000 items,
a new high record volume of business and 80,000 items above the previous
highest single day's total, which occurred just a year ago - October 14, 1919.
The reason for the handling of such an enormous volums of items on October 14
is due to the fact that businsss generally is not held up on October 12
{Columbus Day) as is the business of banks, snd the total given above is,
consequently, representative of nearly two days'business.

Enclosurse Mr. Sailer has had prepared for me a statement of the turnover
No. 4. transactions of the bank as of Friday, October 15, of which I am enclosing
a copy. You will observe that the grand total turnover of the bank for that
one day was just a bit short of one billion dollars. The interesting feature
of these transactions is the comparative ease with which the turnover was
effected. The redemption of $225,000,000 Anglo-French bonds on October 15
Digitized for FRASER wa8 not, of course, reflected in our flgures until the follow1ng day and meraly

http://fraser.stlouisfed.orgbegul ted in some large shifts of reserve balances.
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REDEMPTION OPERATIONS:

In connection with large redemption operstions in this market, I
am beginning to recognize the fact that we have to think of these in two
terms; that is, Federal reserve funds and clearing house funds. AIl
Government operations are, of course, settled in Federal reserve funds.

The accompanying comparative statement shows the effect that the quarterly
Enclosure tax certificate redemptions have exercised on our reserve here during
No. 5. several quarterly tax periods. You will observe that in each instance the
process resulte in:

{1) 2An increase in reserve balance of member banks;
and

(2) A decrease in their borrowings here,

the two items approximating the amount of certificates redeemed, which
inevitably necessitates a temporary advance to the Government. Thereupon,
checks sent for tax payments proceed to go through the works, bringing down
the excess reserve balance of member banks and building up the Tresasurer's
account, enabling the Treasury promptly to liquidate its indebtedness.

Shortly before September 15 I found that we were steadily losing
money to other districts through the Gold Settlement Fund. At first I
was inclined to think that these heavy withdrawals of funds from our New
York member banks were for crop-moving purposes, but = study of the
estimated tax receipts and certificate redemptions to be effected on
September 15 convinced me that these losses were due, in some measure, to
an inequitable distribution of the maturing certificates. Out of
$650,000,000 of certificates to be redeemed, New York, with but $210,000,000
of taxes to pay, held some $400,000,000 - a Iarge oversupply; while Chicego,
for instance, with $125,000,000 of taxes to pay, held but $35,000,000 of
the certificates — a large undersupply. In view of the fact that we were
sliding under our reservs, I arranged, about one week prior to September 15,
} to purchase from our member banks some $45,000,000 of these certificates and
resell them to some of the other distriets that wers undersupplied. This
/ sale furnished us with $45,000,000 additional gold and obviated the necessity
Encldsures for rediscounting with other Federal reserve banks. A little synopsis of

Nos. 6, "movement of funds" appears in Mr. Jay's monthly review under date of September
7, 8 and 30. You will be interested in looking it over, together with the mccompanying
9. charts which tend to visualize these figures. The Gold Settlement Fund is

certainly a smoothly working mechine.

CERTIFICATES OF INDEBTEDNESS:

The certificates of indebtedness market is now in excellent shape.
An active open market obtains for 2ll issues, with the result that our member
banks are no longer complaining about certificates of indebtedness being a
frozen msset., The interest terms of all Tressury certificates have for months
been very satisfactory, and our relations with the Treasury Department are on
a most cordial basis. Mr. Gilbert, the Assistant Secretary of the Treassury,
Enclosure has just sent me = statement of the Public Debt of the United States as of
No. 10. June 30, 1920, showing on the reverse side "Securities Owned by the United
States Government."

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

Federal Reserve Bank of St. Louis JE— 2



Enclosures
11, 12, 13

Enclosure
No., 14

Digitized for FRASER
ttp://fraser.stlouisfed

FEDERAL RESERVE BANK OF NEW YORK.. 4 Benj. Strong, Esq. 10/ 21/ 20.

You will be interested to know that Mr. Leffingwell has, as of
October 15, rejoined his old firm of Cravath & Henderson, which will
hereafter continue under the name of Cravath, Henderson, Leffingwell &
DeGersdorff.

BILL MARKET:

The bill market is slowly but steadily developing on a fairly
sound basie. The one outstending weskness, to my mind, is the disinclina-
tion of our city banks to make substantial lcans to dealers except at
rates comparable to the call money rates then obtaining. I am hoping that.
the educational work along this line, which is steadily going on, may
presently be productive of results. The number of out-of-town banks which
are purchasing bills is constantly increasing. So far this yesr we have
purchased in excess of $31,000,000 for the account of 188 country banks.

BANK CONSOLIDATIONS:

The growing tendency towards bigger and fewer banks, which I
touched upon in my last letter, continues, and there are numercus con-
sclidations and severel large cepital increases taking place. The National
City Bank is putting out some new stock, increasing its capital from
$25,000,000 to $40,000,000, and, with its surplus and undivided profits of
$65,000,000, will have a total of more than $100,000,000, thus retaining
first place in this regard.

MISCELLANEOUS:

The second Organization Chart was brought out September 1lst. Our
member banks were notified of this and upon request we furnished them with
copies as desired. The comments upon it are most favorable. I feel that
Mr. Hopf has done @ good piece of work in this regard and believe the
adoption of the policy exemplified by the chart has resulted in developing =
great many of our junior officers. I am enclosing three copies of the manusl
for your information and use. :

Our statistical department is now furnishing the general officers

with = daily summary of newspaper items relating to the Federal Reserve System
and general financial topies, which service we find very useful.

FOREIGN MATTERS:

Bank of England. The first shipment of gold from the Bank of
England arrived here on the Baltic on October 1 and was transferred to the
Assay Office on the following day. Since then we have received five more
consignments. The Bank of England has sent a schedule of the proposed
shipments which shows that they are sending the gold in twelve instelments,
the first eleven consisting of 1,000 bars each with a value of about
$9,500,000 for each shipment, and the last or twelfth being made up of 750
bars with an approximate value of $7,000,000. According to this scheduls,
the last shipment should leave England about October 30; so that we shall
probably have all of the gold here early in November. '

.org/
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We left the detamiled arrsngements for shipment of this gold
entirely in the hands of the Bank of England, and I am very favorably
impressed with the thorough and expediticus manner in which they are
handling the transaction. Each shipment is accompenied by an elaborate
statement in beok form, showing the number, weight and fineness of each
ber. The bars are very carefully packed in saw-dust in boxes, three
bars to & box, and a box of assay pieces, carefully wrapped, accompanies
each shipment., All of the gold is being transferred to the Assay
0ffice, but from present indications we will not receive the final returns
for some time after the last consignment is deposited, as the Assay Office
cannot remelt and assay the bars as fast as we are delivering them.
However, this will not inconvenience us, as the gold has not been taken
out of our reserve.

Sir Charles Addis, who, you will remember, is a director of the
Bank of England, called here to-day with an introduction from Mr. Montagu
Norman. I understand that he comes to represent Great Britain at the
conference to be held here in connection with the Chinese Consortium ar-
ranged by Mr. Lamont. Sir Charles is a most delightful fellow and has a
well-developed sense of humor. His observations on some of our laws are
very interesting. He commented upon the notice posted in the subways
warning that the "penalty for spitting might be a fine of $500, or im-
prisonment for one year, or both," and facetiously remsrked that in
England the fine for killing a man might be thirty shillings or thirty days.
I made arrangements for Sir Charles to spend next Mondey with us. Mr.
Jay, I know, hopes to have a talk with Sir Charles and we shall want to
entertain him &t luncheon and extend whatever courtesies we may during the
balance of his short stay here.

Bank of France. Qur arrangement with the Bank of France to =zs-
sist them in retiring their share of the Anglo-French loan which matured
October 15 by accepting = deposit of earmerked gold with them, wae not
availed of. The terms upon which we mgreed to accept such a deposit as
outlined in our letter to the Bank of France dated September 9, copy of
which I understand was enclosed in Mr. Jay's letter to you, were accepted
by the Bank of France. We recently received a letter from M. de Sieyes,
their representative in.New York, inguiring whether this arrangement was
limited to deposits made on or before October 15, 1920, or whether it was
Enclosures intended to continue in force until canceled. I am enclosing & copy of
Nos. 15-18 this letter which was dated October 13, together with a copy of our reply.
You will note that I have explained to M. de Sieyes that the proposition
was considered by our directors and the Federal Reserve Board only in the
light of an emergency transaction undertaken to assist France in the re-
tirement of her share of the Anglo-French bonds and not as & continuing
facility in force until canceled. We do not feel that we should enter
into a commitment to accept gold earmarked with the Bank of Frence for an
indefinite period in the future and without knowing in advance the reasons
for such earmarking. If an occasion should arise in the future similar
to the retirement of the Anglo-French bonds, we would, in all probability,
agree to mccept a deposit of earmarked gold with them if they so desired.
It was felt that the best way to handle the matter without giving offense
to the Bank of France was to grant an extension of three months, thereby
intimating our unwillingness to meke an indefinite commitment, and .
bridging the gap until the matter could be discussed personally with
M. Robineau when you visit the Bank of France, a2t which time I presume you
will wish to take up with him the question of establishing our relations
Digitized for FRASER ~ upon a broader basis similar to the Bank of England agreement.
http://fraser.stlouisfed.org/
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You will recall that in Mr. Jay's last letter there was enclosed
a copy of a cable which we sent to M. Pallain upon his retirement =as
Enclosure governor. You will be interested in the enclosed copy of & translation
No. 17 of M. Pallain's acknowledgment of that cablegram. We have been informed
by the New York representative of the Credit Commerciale de France that
M. Pallein has Jjust joined the board of directors of that institution.

Enclosure Russian Gold. I am enclosing for your information copy of a

No. 18. cablegram received from the Bank of England as to the status of importa-
tione of Russian Gold into this country, together with our reply.
Recently, about five million Russian gold rubles arrived in New York
from Sweden consigned to Brown Brothers & Company which, together with
a small importation to some unknown importing concern in New York, was
offered to the Assay Office. The Agsay Office refused to take the
rubles until instructions were received from Washington, and the
Treasury Department has advised Brown Brothers that before a definite
answer cen be given, the Treasury must know whether Brown Brothers &
Company will warrant without qualification the title to the gold and
agsume responsibility for any complications which might arise in the
future as & result of the Asssy Office's accepting delivery of the
rubles. Brown Brothers have given an ungqualified guarantee as to
title but, to my knowledge, the matter has not progressed beyond that
point, the Treasury still having it under consideration. The State
Department has received confidential information from Sweden that the
five million gold rubles mentioned above are being sent into this
country to finance radical propaganda. Mr. Montagu Norman, in a recent
letter, stated that their policy in England in regard to Russian gold
had been practically the same as that outlined in our cable to the Bank
of Fngland.

Bank of Japen. I have talked with Mr. Ichinomiya of the
Yokohama Specie Bank, Ltd., regerding the matters outlined in your
recent letters from Japan. We are giving Mr. Nagaike each week some
information regarding business and credit conditions for his cable to
the Bank of Japan, and he is sending us some data as to conditions in
Japan.

The special representative from the Bank of Japan, Nr.
Yashikawa, whom you mentioned in a recent letter, called at the bank a
short time ago and is now making a thorough study of our operations
under the guidance of Mr. Jefferson. He plans to spend about six
weeks here examining carefully the workings of esach department. We are
collecting a set of books to be sent to Governmor Inouye, in accordance
with your recent request.

Mr. Ichincmiya called at the bank to discuss Jeapanese opera-
tions in this market, their balances here,and the probable withdrawal
of gold during the autumn. He said that his bank had pursued a very
conservative course since last February, with the result that they are
now in a strong cash position and have sccumulated substantial cash
balances both in this market and at home.

He further stated that, ﬁaking the Japanese banks as ® whole
and including balances of the Japanese Government, they have in this
iqitized for FRASER market, in the form of cash, Treasury certificates, and bills, ap-
gﬁimg;mmmmdo@/ proximately $300,000,000, one-third of which is invested in United States
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Treasury certificates of indebtedness. They have, within the past few
monthe, shipped to Jepan about $20,000,000 of gold, and Mr. Ichinomiys

is of the opinion that it will probably be necessary to ship a further
moderate amount of gold {not exceeding $8,000,000 to $10,000,000 &

month) this ysar. He stated also that they fully appreciate the general
credit situation that exists in this country at the present time and that
they propose to make their gold withdrawals just as moderate &s possible.
I thanked Mr. Ichinomiya for coming in and chatting over the situatioen,
and assured him that we are of course quite prepared to facilitate the ex-
port of gold to which he alluded.

Mr. S. Imamura, New York Agent of The Sumitomo Bank, Ltd., called
to say that he has had the pleasure of meeting you in Japesn and left with
me a few snapshots of your party, which we have all enjoyed looking =at.

Japan's Plan to Stabilize Silk Prices. You may be interested to
know that in order to stabilize the prices of raw silk in Japan the silk
houses, in conjunction with the government, have organized a concern,"The
Imperial Raw Silk Corporation," to purchase raw silk at a fixed price. We
learn from the New York representative of the Bank of Japan that the
capital of this company is 15,000,000 yen, all to be subscribed by the
exporters, manufacturers, and other branches of the trade. In addition to
exercising general supervision over the activities of the company the
Japanese government is empowered to lend up to 50,000,000 yen for the
purpose of purchasing silk, these transactions being done through the
Hippottisk Bank of Japan. All purchases are to be made at 16.50 yen
(about $8.00) per 1,000 kin (about 1,325 pounds) "extra" and 1,500 yen for
"Shinshui No. 1." These are approximately the prevailing prices, and
for that reason it is not likely the purchasing by the Imperial Raw Silk
Corporation will be extensive for the present unless raw silk again drops
to ite low price of about 1,000 yen for "extra"™ reached during the crisis
in April and May.

It has occurred to me that in connection with your stay in London
and Paris you might like some information regarding British and French loans
maturing in this country during 1921. There are the $50,000,000 City of
Paris five-year 6% gold bonds maturing October 15, 1921. 1In addition, the
new $100,000,000 twenty-five year externazl French lcen just floated in this
market calls for an annual payment te J. P. Morgan & Company of $4,400,000
a8 & sinking fund to be applied to the reduction of the prinecipal to the
amount of $4,000,000 annually. During the first five years payments are to
be made by the French Government quarterly and to be used to buy up these
bonds in the market at 110.

The British Government has a maturity of $150,000,000 to mset on
November 1, 1921, when the United Kingdom of Great Britain and Ireland five-
year 5 1/2% bonds come due. We are informed that at present there are
about $129,000,000 of these bonds outstanding, the differsnce representing
bonds alresdy bought up by the British Government. The Canadian Government
hes two loans falling due here next year, cne for $25,000,000 being
five-year 5% gold bonds due April 1, 1921, and the other for $15,000,000 in
two-year 5 1/2% gold notes due August 1, 1921.

http://fraser.stlouisfed.org/
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CLOSING:

Your son, Ben, I teke if, is still with you. If so, both he and
you will be interested in the following report from Mr. Gilbart regarding
Mr. Edward Douglas:

"During the short time he has been with us, Mr.
Douglas has made remarkable progress. He has covered
almost every peosition in the discount department with
eredit to himself and the highest commendation from his
chief and supervisors. He is an exception to the average
college man - sticks to his job, does not hesitate to do
anything that ie asked of him to the best of his ability,
does not think that he knows more about the work than his
chief, and is well liked by =ll in the department, because
he has & splendid personzlity and because he does not try
to impress upon his co-workers the fact that he is better
educated than they. He has a guiet, determined manner and
is ambitious to learn everything he possibly can.

"When he came with us, I told him it was our idea
to have him work for short periods in 21} the wvarious de-
partments in order that he might eventually gualify for an
executive or semi-executive position. With this in mind,

I spoke to him two months ago about trensferring him, but he
said that he felt there was a grest deel mors that he would
like to lesrn about the discount department and reguested
that I defsr the transfer. I spoke to him again, last

week, about taeking up some new work in another division, but
he again reguested that he be left in the discount department
a short time longer, a8 he had been given some new work which
he said he had not quite mastered."

The politicel csmpaign has been rather a guiet affair without guite
the usual public interest in it. At thies writing, it looks very like Harding.
Mr. Jay has cabled you that under existing credit conditions it seems wiser for
both of us to remzin here.on the job this fall rather than to make the suggested
trip abroad. I am sure you will appreciate the wisdom of this decision.

We are all looking forward to your return to the bank the first of
the year and are glad that you are feeling so fit.

Possibly this may be my last line to you before you return; in any

event, it may not reach you much before the holiday season, so I just want to
take this opportunity to wish you and your party the Season's best.

Sincerely yours, /ﬂzg/////

v

J. H. CASE.

S

-
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NEWSPAPER REVIEW
ON 9
FEDERAL RESERVE SYSTEM AND FINANCIAL S;WAIIW October 21,1920
N0o35

Daily summary prepared by the Federal Reserve Bank of New York,
Statistics Department, Reference Library. The original
elippings may be obtained from the Library, phone Automatic 230,
Bell 343.

A.B.A CONVENTION

Federal Reserve.

-
l. Stats bank relations - Resolution adopted "condeming and
method employed by the Board" its relation with State banks

which are not members of the System. (New York Tribune, p.l)

AgprecaTiM%f

2. Par oollection - Par clearance of checks subject of heated debate, Charles
Claiborne, of New Orleans, contending that banks were entitled to
compensation and C.H.Wolfe, of Philadelphia defending staunchly
Reserve regulation which "saved bankers and commercial interests
$135,000,000 last year§." (New York Herald, p.20:; New York
Commercial, pe 1 and 3)

3. Credits = Position of Board on essential credits endorsed by Dre Parksr
Willis, who pointed out it involved the same general principles
of sound banking that had always been recognized. (Joyrnal of
Commerce, p.9)

es for com fisc .
4. Government estimates - $4,000,000,000 of Government axpenditures, during

next fiscal yesar forecast by Secretary Houston. Plans to redeem
entire "floating debt"™ by end of fiscal year 1922, to this end
tax basis must not be so low as to allow revenues to fall below
expectationss (Journal of Commerce, v.9)

o Export finsncing = $100,000,000 corporation to aid United States foreign
trade and to operate unger Sdge act will be established about
Jamary 1921. One of the recommendations is that representatives
from Federal Reserve districts should be on board of directors.
(Journal of Commerce, pel and 9)

6 Liberty bonds = Treasury is opposed to refunding of Liberty bonds into
obligations bearing a higher rate of intereste. (Wall Street

Journal, p.7)

. Bditorial comment - A.B.A. and not Reserve Board proper source of possible
help for farmers. (World, p.12)

Report on "stabili.zed dollar " emphasizes injustice of & scheme which
does not stabilize the goods side at same time: as money side,
as only real stabilizing factor is larger output. (Journal of
Commerce, peb)

PDigitized for FRASER
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A.B.A. CONVENTION
', ori (cont inued)

8+ Proposed Edge law corporation will provide machinery for financing exports
with investment rather than commercial barking funds and thus
will secure greater public supporte. (Journzl of Commerce, peS5)

UNITED STATES - GENERAL
Farmers |

9."Strike of the Farmers" useless in face of world downward trend of prices,
&s is coriticism of Federal Reserve Banks which have extended
five times asmmuch credit as was possible under old system.
Orderly marketing only possible basis for further advancese
(Wall Street Jownal, p.l, Editorial)

"Country cammot afford to bond itself any further far the benafit of a
special interest." (Journal of Commerce, peS)

Irade scoeptances.

10, Trade acceptances are gaining in favor as indicated by result of
questionnaire sent to paint trade which shows that 404 of members
are using them. (New York Commsrcial, p.9)

Hhterway for wheat trade.

1l Deep sea waterway through Great Lakes and St. Lawrence rivar endorsed by
Herbert Hoover as means of increasing production of wheat for
export,through estimated saving to farmers of at least 10 cents
per bushele. (World, p.l17)

Gold.

12, Gold stock of United States $2,704,672,504 on October 1, which is highest
figure since March 1, 1920, (New York Commercial, pe3)

t.
13. Easier money market soon is predicted by M.L.Ferrell, who gives detailed
reasons. (Financial America, p.9)

Sevings deposits.

14. Savings deposits grow in New York State inspite of high cost of living.
The number of depositors on July 1 being 112,047 more than on
January l. (Tribune, p.ll)

Jaxation

15. Repeal of excess profits tax,recommended by National Industrial Conference
Board, - the loss of revenue to be offset by other taxes.
(New York Times, pel7)

Philippine b@%.
16, Philippine $6,000,000 bond issue had three other bids besides high offer
of We A. Read & Co. and Kuhn, Loeb & Co., bidding jointly.

(Fimmia'l America, pe4)

Digitized for FRASER
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EOREIGN

Cuban loan

17, OCuba nseds aid of American banks to finance sugar. Similar condition
might result in this country if our banks could not obtain loans
from each other. Moratorium probsbly be lifted November 1.
(Wall Street Journal, p.l2)

Dollar securities committee.
18. Operations of American dollar securities committee swmerized from

official reporte Of interest in comnection with approaching date
for paying off Anglo-~French 5% bonds. (Journal of Commerce, p.9)

loan. '
19. French national 6% loan of 1920, is intended in part for redemption of
currency of national banks of France. Subscriptions are officially
opened. (New York Commercial, p.5)

20. French public stirred by high interest rates on $100,000,000 loan, but
newspapers point out that it is reasonable whem compared with
Belgian and Swiss loan. (Tribune, p.19)

- r Ge .
21. Germany would like United States capital in Ruhr coal region to remove
menace of French seizure. Speech by Deputy in Bavarian parliament.
(New York Commarcial, p.l)

Sormeny

22, Germany's financial misery grows, due to new depression of the mark,
discouraging industrial reports, withdrawal of German credits
by Americans and fegr of Bolshevism. (Journal of Commerce, p.ll)

Brazilian loan : '
l 23. An attempt to confirm report of $40,000,000 Brazilian loan is without

result. (Journal of Commerce, p.l0)

mm. . ' /| r
24. United States signs trade treaty with China, providing graduated inoreases
in 5 per cent flat rate permitted on imports. (New York American, p.9)

Russian currency.
l 25. How new Russian "ezars" are deluding their own people and flooding world

with promises to pay not intended to be kept is described by
Fred. J. Kent at A.B.A. (Wall Street Journal, p.6)

h ’ )
26. Amount given today is $25,000,000 instead of $20,000,000 given yesterday.
(Pinancial America, p.4)
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COPY _OF CABLE FROM BANK OF ENGLAND.

"Can you inform us in confidence whether gold from Soviet Government or

'

of Soviet origin is allowed to be imported into United States."

COPY OF OUR_ REPLY.

"¢onfidentizl Replying to your telegram of September 17 there are at
present no legal restrictions on physical import Russian gold into United States.
Russian gold from Sweden has been offered for sale here to several banks but we
understand without success banks being unwilling to buy such gold because of un-
certain title and possibility of future attachment. For similar reasons we would
not care to buy Russian gold at this time. As to purchases of Russian gold by
United States mint or assay offices we understand none has yet been presented and
action of Treasury will depend largely on particular circumstances prevailing at
that time but Treasury would insist that depositors of such gold be thoroughly
responsible parties and that they warrant without qualification or reservation
whatever title to the gold. Furtheremore in case Bolshevik gold presented to
any mint or assay office Treasury would probably desire assurance from State
Department that title to the‘gold if purchased would be valid internationally and

guch assurance will not be sought until specific case presented."

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

el Sl lRason g Ronk ~fCt 1 ygjc




O FEDERAL RESERVE BANK

OF NEW YORK

November 26, 1920.

Dear Governor Strong:

Both Mr. Jay and I have written you regarding our arrangement with the
Bank of France to accept earmarked gold with them against corresponding credit to
their account here in New York, but it occurs to me that since your mail has been
sent to Morgan, Grenfell & Company, London, you msy not receive these letters be-
fore your visit to the Bank of France, and as there is one phase of the matter which
Governor Robineau will undoubtedly discuss with you, I thought it best to write to
you again on the subject direct to the Bank of France.

I am encloeing copy of our letter to the Bank of France dated September
9 which sets forth in detail the terms upon which we agreed to accept earmarked gold
with them in order to assist in the retirement of France's share of the Anglo-French
loan which matured October 15.

The conditions set forth in this letter have been accepted by the Bank
of France. However, they did not avail themselves of this arrangement prior to
the maturity of the Anglo-French loan. On October 13, M. de Sisyes, the repre-
sentative of the Bank of France in New York, inguired of us whether this arrangement
was limited to deposits made on or before October 15, 1920, or whether it was in-
tended to continue in force until canceled. I am enclosing a copy of this letter
together with a copy of our reply. You will note that I have explained to M.
de Sieyes that the proposition was considered by our directors and the Federal Re-
gerve Board only in the light of an emergency transsction undertaken to assist France
in the retirement of her share of the Anglo-French bonds and not as a continuing
facility in force until canceled. TWe do not feel that we should enter into a com-
mitment to accept gold earmarked with the Bank of France for an indefinite period
in the future and without knowing in advance the reasons for such earmarking. if
an occasion should arise in the future, similar to the retirement of the Anglo-French
bonds, we would, in all probability, agree to accept a deposit of earmarked gold with
them if they so desired. It was felt that the best way to handle the matter without
giving offense to the Bank of France was to grant an extension of three months,
thereby intimating our unwillingness to meke an indefinite commitment, and bridging
the gap until the matter could be discussed personally with M. Robineau when you
visit the Bank of France, st which time I presume you will wish to take up with him
the question of establishing our relatioms upon a broader bssis similar to the Bank
of England agreement.

On October 30, the Bank of France earmarked for our account gold to the
value of $3,300,000, for which we have given them credit here on our books. This
deposit of earmarked gold has been prorated among all of the Federal Reserve Banks.
Wepaid the $3,300,000 to J. P. Morgan to-day by order of the Bank of France.

The foregoing was all included in a letter which I wrote you under date
of October 21 and which was mailed to you at London and, as I explained in the be-
ginning, this present letter iswritten merely to avoid the poesibility of your
visiting the Bank of France without knowledge of this whole matter.
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~ FEDERAL RESERVE BANK OF NEW YORK.Z2. .. . 11/26/20.

I had hoped to write you & good newsy letter by this mail, but the pressure
"has been particularly heavy the past few weeks snd I have not succeeded in my purpose
in this regard. Everything is moving along just as satisfactorily se could be ex-
pected with the liquidation that has been going on. Whenever a weak situation de-
velops, our bankers are disposed to sit in and nurse it along.

Sincerely yours,

J. H. CASE

< il 7%
Benjamin Strong, Esg., N
C/o Bank of France, %t a.A/C '

Paris, France. %f‘%@(& Wéa .

A%
/
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169/176 words
Decenber 4, 1920,
uenja.min Strong,
- ¢/o Horgam, Grenfell & Co.,
Ioddon
We all send you our affectionate greetings upon. your return to this side of the

’.‘

world. Conditions now as we see them here {\l?,ag: a z'emz'rence Of drain upon
New York by interior. Our reserve percentz,gek last night was 37.8 after selling

to Boston 20 millions of certificates maturiﬁg December 15. Have 6 millions

of rediscounts still out. Decline from 40.8 per cent. last week result of heavy
wire transfers out of distriet and increase of 65 millions in loans. Reserve
position of system last week was 444 highest since July, but some decline ex-
pected today. Possible cause may be preparations for Decenber 15 tax payments,
which come at & bad time for manufacturers and others who have been ca.ughf on
declining commodity market. Hegard banking situation in this district perfectly
sound, and one or two flurries outside city involving mémber banks have been nipped
in the bud., Experience of Massachusetts and North Dakota nonmenber s tate banks has
furnished vivid example of system's complete adequacy at this time. You probzbly will
hear rumors about largest trust company and largest foreign trade house in New York.
These are malicious and unqualifiedly false. Definite statements were cabled
abroad by a n_ews)@.gency which had the name of German mropagandists before our entrance

jinto the war. Similar rumors circulated here for stock market purposes and ave
been entirely discredited. Iiar?.ing and Houston are still bombarded by western ard
southern inflationists in and out of Congress, but are adamant. Price declines con-
tinue but chief diuiculty seems to be slow movement or complete stoppage of goods
in some linese. _Thié last is necessarily temporary and will yield to consumer
demand as soon as retailers cﬁt prices corresvondingly to reductions by wholesalers.
Ve are taking over subtreasury‘Monda.y. Zeilinga arrives next Tuesday, leaving for
Amsterdam Saturday, and we are plamming to take good care of him.

CASE
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. | Cable Order %'?m.r

(Outgoing Message)

1 » <Ot 19FT

A 75 S
’ Date—Dmmbang't_M‘_._ﬁ__
Cey of Cablegram sent to CODING DEPARTMENT. _ \J\\“§§ : S g 7§
: a0 T "! @
From g, Cose JP‘“ ‘?’“-’5-("}5 \
: : - rr\—\" ", 4 /".*
Please code the following message addressed to the ;“ v‘}& &
B e
Number of Cable L
(If Payment Cable)
Glad to learn your eafe arrival Have no suggestions regarding your
proposed itimerary stop In view of firet earmarked gold tramssction recently

consummated with Bank of France you will doubtlees be(imferested to ascertain their

ssked probable duratiom
enc?m\a hou Wnted as roserve

indefinitely stop Zeilinga here /ﬂb‘m e‘nkyo de\g\ ful ‘ésit with him and
{

I
uld '1913\ ) sails on Ratterdu eleventh

sctual procedure under such transactions Reegr’ve Boaf!{

as it doee not feel that gold held by fore

believe he las been entertsined aq/’yqdl\

. y t }Ldng/ following lines which meets his approval
Ope Esch bank to at;\ég Lg{@ axg corrbe"pondont for the other Two Esch bank may
maintain an mcﬁ\ﬁ\i\{t{e Ex,he\subject to check Three The respective accounts to
be kept free of \shhq'g \Ei cguiniesiens, except as to actual outofpocket expenses or
custody charges Fo o} bank to purchage bills for account of the other &s and when
80 req;xeeted such purcfx;ses to be at current market rates Five Each bank will act

as agent for the other in receiving and holding bills remitted for acceptance snd

collection S8ix No interest on balsnces in current account Seven The debtor

Z. q,'/'f Al — Time
G\ i\\ ] \ ' {Dept. Head's Initial)
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E
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Please code the following message addressed to the » -«\—"\:‘ \!ﬂ-j 4
1L a 1921
JAN®S .
Number of Cabl %
- T i Paganes Cabin) -2 - L 2

institution will set sside and earmark gold on a bullion basis representing balancese
due  Eight Information will be exchanged respectingc@it mattere and financial
conditions stop Pending receipt your vmeave \ng>dlscussed question
count \O dlséo\\\/% gsuch bills without

t l!éderla.ndsche Bank our

guaranteeing payment bilis bought for their

their indoresement etop Executive Co;unitt,ee\\no d,a

tained November 1918
to NederLamolachs v,

when we opened sccount with !legerlandsug or 'If"reé‘.‘s&ry Assume you will want to g
a -

pjw-PMﬁ
conciude arrangements nthalatle‘:\«nde\cﬁq Ban\aimllar to those, with Java stop We

are investing five nil/}jon @1\1&3\ \311\ for Java Bank

agent snd correspondent and approva.l é Eerve \Bo
L asd

gk

\s“:&‘e
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Obviously if "liguidation™ or "stabilization" of the existing
credit situation are to be regarded as the objectives of the Federal
Reserve poliey of eredit control, a condition which can be regarded as
"normal" will be attained very much more gquickly than if the objective
is a reduction in considerable amount of the total volume of credit.

B. Methods of credit control., Consideration of the efficacy: of
different methods of credit control.

(a) Horizontal increase of rates, especially of commercial
rates; a canvass of the experience of banks which have put
into effect a 75 commercial rate, to wit, New York, Bostom,
Chicago and Minneapolis.

(b) Progressive rate schedules starting with 6% as a basic
rate; a canvass of the experience of Federal Reserve Banks
of Kansss City, Dallas, 5t. Louis and Atlanta.

(c) Other methods of dealing with the situation, such as the
implication that increased offerings by member banks will
force higher rates or recourse to the progressive rate; a
canvass 0f the experience of the Federal Reserve Banks of
Cleveland, Philadelphia, Richmond and San Francisco.

(d) Restricting issnes of Pederal Reserve notes to Federal
Reserve Banks as a potential means of enforcing credit control;
canvass of English experience and views.

6. Inter-Reserve Bank rediscounts as related to the problem
of credit control, Is the existing policy amd practice with re-
spect to such rediscounts satisfactory and sound?p

(a) To effect an approximate equalization of reserves?

(b) At the same rate fixed for its member banks by the bank
granting the accommodation?®

Hote: When recourse was first had to inter-bank rediscounts it
was thought that the value of a Federal Reserve Bank's endorsement
was entitled to recognition in the form of a reduced discount rate.
More recently this idea has been abandoned and rediscount transactions
between Federal Reserve Banks are made at the rates established for
member banks by the Federal Reserve Bank extending the asccommodation.
The question now arises, however, whether a Federal Reserve Bank which
has been able to maintain high reserves by reducing the demands for
accommodations from its own member banks, which are its depositors,
should be required to extend accommodations to member banks in other
districts through the medium of their Federal Reserve Banks at the
same rates as are established for their own members.

http://fraser.stlouisfed.org/
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LI, LOANS SEOURED BY LIBERTY BOWDS «ND
VICTORY NOTES,.

1, Is there any moral obligation resting upon any of the Federsl
Reserve Banks to establish rates lower than commercial rates for
puper of this classification?

2, Would liguidation of loans of this class be retarded or pro-
moted by the establishment of lower rates?

3., 1If lower rates are deemed desirsble, would it be eguitsble
and precticable to have such rates apply to originsl subseribers only?

4. GShould member bemks' collateral notes be fully secured, teking
market value instead of face value as a basis?

85, If so, how end vhen could the new policy be put into effect
with-.-inmuofhutim

I1l. FEDERAL RESENVE NOTE ISSUES.

1. 1Is the note-issue policy of the Federal Reserve system subject
to legitimate oriticism?

2, What commection is there between chenges in the volume of
oredit and the volume of ourrency?

i 8, Is there any difference in relation to effect upon prices
' between the volume of eredit amd the volume of curreancy?

4. Oan the note~issue policy of the Federsl reserve system be

properly charged with amy important responsibility for inflated prices,
if so, what has been the responsibility and in what way does the issue
of Federal Reserve notes promote or assist inflation?

. Can the sccepted principles of bunk-note currency regulation,

- applicable in normsl circumstances when the commerce of the world is
conducted on & gold standard, be safely tsken a8 & guide in the sbnormsl
siroumstances now existing, when the gold stsnderd is virtuslly suspended,
except in the United States snd Japan?

6. In connestion with the polioy of credit control should the
present note~issue policy of the Federal Reserve system be chsnged and
restrictions be thrown around the issue of Federsl Reserve notes?

7. If the issue of Federal Reserve notes should be restricted, what
form should the restriction take and what effect would different methods
of restriction have?
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(a) ‘hpuuin of charges against Federal Reserve notes upon the
uncoversd part of cireulation issued to them at a givem rate, for
example, a fized rate of B% or a rate varying with the commereial
rate.

(b) Would it be practicable to establish for each member bauk a
so-called noymal currency limit and to impose charges upon member
banks ealling for notes in excess of their limit?

(e) wWould 1t be advisable while continuing to have the Federal

Reserve Banks pay all transportation charges on insoming currency,

to have shipments of outgoing currency made at the expense of the |

consignees? |
l

(d) Mestriction by definition of the chayscter of the paper accept- |

able as collateral by the Federal Beserve Agent against the issue

of Federal Reserve notes. Should member banks'! collateral notes

or customers® notes secured by Government obligations be taken as |

collateral for Federal Reserve notes?

(e) Limitation of the total volume of Federal Reserve notes by the

Yederal Reserve Board, the maximum amount being fixed pro rata for i
each Federal Reserve Bank. (The Federal Reserve Board has statutory 11
power to accept in part or to reject entirely all spplications for

Federal Reserve notes.)

Would restriction of mote isswes in any of the shove mentioned ways
operate to promote 2 better control of credit, and if so, what would be
the effect upon the commerce and business of the country?

It is suggested that the Chaiyman of the Board of Directors of each
Federal Msserve Bank bring this tentative program to the attemtion of the
Executive Cormittee and that a committee of the Governors confer hy
ecorrespondence with a camittee of Federal Feserve Agents, and assign %o
each Governor and Federal Reserve Agent a part of the foregoing program
for discussion. It is desirable that the program be covered fully and
that each partisppant in the conference prepare carefully a paper treating
upon the particular subject assigned to him.
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ok New vk COPY OF TELEGRAM coors & TEeTS SEC.
SENT IN CIPHER
i
DICTATED BY TIME

| coPY FOR WIRE TRANSFER DIVISION |
December 15, 1920,

Strong,ﬂ prine i

c/o Harjes, Pariss
Tza. 1“% nd 0 K
#8)\referring to your 11 executive committee cordially agrees delay

your sailing date and spproves reciprocal guarantes .of bills with
both Java and Nederlandsehe banks Reserve Board also approves,
lirs. lelaren and Hendricks married last Sunday sailing from Frisco
for Honolulu Decamber 22,

Catoe
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SENT IN CIPHER

DICTATED BY TIME

14 Corde Via W U

l COPY FORTWIRE TRANSFER DIVISION

Benjamin Strong,

OO uD 3g 4
1ayy le r nerl o 3
iank of Englend, London.
?1(." '('ja."{‘ W) f"') LLessrve “;0--_1';-‘, aende Vo craat it ne : . : .
1 B8 WAFC sSNgE Jou glreactlings an 088V wisaoe

for Merry Christmas and prosperous New Ysar,.

Lage.
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7 Q

A WESTER!
ANGLO AMERICAN WESTERNIO DIRECT UNITED STATE"S'D A

"CAB LE RA M Via Western Union.

wwe

REGEIVED AT 22 GREAT WINCHESTER STREET, LONDON, EC.2.

BENJAVIN STRONG CARE BANK OF ENGLAND

LONDON
EST XMAS GREETINGS TO YOT FROM ALL WILL ANSWER MESSAGE NUMBER

No inquiry respecting this Message can be attended to without the production of this paper.
-




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

B X 3 R :u,,_-

S Al A

TH_E WESTERN UNION TELECGRAPH - CABLE SYSTEM

THE LARGEST TELEGRAPH AND CABLE SYSTEM lN EXISTENCE

8 DUPLEXED: .MELANTIC . OABLES

OVER 25500 OFFICES AND 1,500,000 MILES OF WIRE "/

Direct Wires from Cable Stations to all the principal commercial centres in Great Britain, United
States. and Canada, and Direct connection with Central America, West Indies, South Amevica., Australia,

New Zealand, Fanning, Fiji, and Norfolk Islands.

DIRECT AND EXCLUSIVE CONNECTION WITH MEXICO.

' RECEIVING 'OFFICES IN THE UNITED KINGDOM :—

LONDON: " Telephone Nos.
Western Union Mouse, 22, Gt. Winchestex Street,
E.C. (Private Branch l\.clmug,e)
The Baltic, st Ma.ry Axe, E. C S0
% 2, Charing Cross, S.W. =~ A .. .7 .r 1. London Wall
10, Holborn Viaduct, E.C. .. Rey
20, Mark Lane, BE.C. .. "
21, Royal Exchange, E.C.
Donington House, Norfolk Stzect, Ww. C. Wy o City 8717
48, Tooley Street, S.E. ... Hop 5275

% Also Regent 3073.

'MANCHESTER: 30, Brown Strect ..

Telophone Nos,

Central 2274
LIVERPOCOL: C 4 & 5, BExchange Buildings (corner | 57
of Ghapel Street and Rumford Street) |l nvite Branch

Fxchance)
BRISTOL: Canada House, Baldwin Street .. Central 309
BRADFORD: 10, Forster Square ... .. e o, Bradford 771
DUNDEE: 1, Panmure Street...- .. .. .. Central 1351
EDINBURGH: 50, Frederick street ” 3%)
GLASGOW 23, Waterloo Stzreet’ .. J (anut.e Branch
l ~Exchange)

{ City 1455
Central 1174

NEWCASTLE- ON-TYN‘E ‘1, Side ‘... Central 1329

General Offices » WESTERN UNION HOUSE, 22, GREAT WINCHESTER STREET, LONDON, E.C. 2.
TELEPHONE No... LONDON WALL 800 (Private Branch Exchange).

PRINCIPAL CONTINENTAL OFFICES AND AGENCIES:—

AMSTERDAM: 4, Weesperzijde

COPENHAGEN: 4, Jérnbanegade

MARSEILLES: 5a, Rue Beauvau

ANTWERP: 6, Chaussee de Malines GENOA: “Via San Lorenzo 11-14 -NAPLES: Via Marina Nuova 14/19
BERGEN: Leppen Tyskebryggen HAVRE : 118, Boulevard PARIS; ]é, Rtée Agber :
BARCELONA: Paseo de Gracia 94 Stresbourg’ | pofeiE. H7" el aumartin

e Caspe 57 HAMBURG : 292, Monckebenstrasse . einrichgasse 7

4 o A ' e ROME : Piazza di Spagna 49/50
BUDAPEST : Csengenry-Utca 7 VI 2 MILAN : Corso Vittorio STOCKHOLM: Regeringsgatan 10
BERLIN : ' 140, Kurfuerstendamm ! Emanuele 31 VIENNA : Zelinkagasse 13
CHRISTIANIA: 4, Prinzensgade MADRID: Juan de Mena 156 | <ZURICH : Pelikanstrasse 22

The Public are recommended to hand in ﬂzezr Telegrams at the COmpcmy.s .Slahons, where free receipts are given jfor the

amounts charged

Telegrams for this Company’s Cables are: also rcccwed at all Post Offrce Telegraph Stations; but in order fo insure trans-
mission by the Western Union Telegraph-Cable System, the forms upon which Telegrams are written should be marked “ Vie Western
Union,” *“ Via Anglo” or “Via Direct.” This indication is signalled jree of charge.

Cable addresses..are.registered. free of charge.

“ ALl zmnor!ant Felegrams should be repeated, for which an addifional quarier rafe is cnarﬂed

-
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FEDERAL RESERVE BANK
OF NEW YORK '

- COR™ "SPONDENCE B L

_Governor Strong

— SUBJECT:

rrom__Ja H. Case

I strongly recommend that steps be taken to bring about emergency

1egislation;

"o enable a national bank to obtain relief in ‘
emergency by use of other than eligible paper [or United
States bonds:

Under existing laws no member bank can obtain
funds, lawfully, from its Federal reserve bank however
urgent the need except upon security-of United States
obligations or upon paper of a certain character and
desceription shown to be eligible under the regulations
of the Federal Reserve Board. There are many member
banks, ineluding some of the largest and most ably and
conservatively managed, which include in their assets
large amounts of securities of a high character including
state municipal bonds, prior lien radlroad mortgages and
industrial mortgage bonds of unquestioned merit and value.
If banks in this condition should have the misfortune to
be subjected to a run upon their deposits, they would be
unable to obtain loans or advances from their Federal re-
serve banks except to the extent of eligible paper and
United States bonds which they may have on hand.

In times such as we have been through in the
past few years, they would also find it impossible or
impracticable to convert even their high class securi-
ties into money except at a grave sacrifice, if at all,
and attempts to realize upon 1arge blecks of securities
might precipitate further.tredble on such markets as.we
have somet imes had in the past.”

An amendment torkhe Federal Reserve Act which would make it possible,
under proper safeguard for a méﬁber bank which is found to be in sound and sol-
vent condition to obtain in an emergency from its Federal reserve bank upon its
obligations, other than eligible paper or United States Govermment securities,
when such loans are recommended by the reserve bank of its district and approved
by not less than three-fourths of the members of the Federal Reserve Board, would

prove distinctly splutary and would largely dispel the nervousness which sometimes

arises in financial circles because of the possible dangers of the situation as the
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FEDERAL RESERVE BANK

OF NEW YORK

September 6, 1921.
2:45 o'clock p. m.

Dear Governor Strong:
Everything opened up very quietly here af the bank to-day. Our
losns increased approiimately $1,000,000, with a/loss of $20,000,000 through -
the Gold Settlement Fund, which left our reserye position at 72.5.
Mr. Gilbert, of the Treasury, was pélled back to New York from
Washington last night, owing to a sudden tg;n for the worse in his father's
condition. He came into our office this/morning and had been here but a few
minutes when he was summoned back to the hospital. Before leaving, he told
me he did not believe it possible forfhie father to live through the day, and
he has, consequently, arranged to sp?hd a few days in this city, making our
off ice his headquarters. (The Tr?ésury has practically agreed to the terms
we discussed with regard to its %é; security offering.)
lir. Cromwell, of the yéw York Stock Exchange, called at the bank
this morning, and I had a very;;atisfactory talk with him. He is in full ac-
cord with the idea of substituting Mr. Frew for lir. McGarrah, in the matter of
looking after call money afféirs. lMir. Cromwell discussed briefly the question
of making a change, from a éaily to a weekly basis, in the matter of the sub-
A mission by members of the stock exchange of reports to this bank, the thought
QJ@NSZ . being that if, later, this change should prove undesirable, the present method
i \ of daily reporting could be resumed. As it is Mr. Cromwell's opinion that

i'j X
‘ \K there is no haste about making the change, we are leaving the matter open, with

g . the understanding that he will see Mr. Frew and urge upon him the desirability
Wi
of stepping into the breach and taking Mr. McGarrah's place, when NMr. McGarrah

retires.
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Benj. Strong, Esgq. -2~ 9/6/21.

For your information I am enclosing the followings

Translation of cablegram received to-day
from the Bank of England;

Current letter from Whaley-Eaton Service;

Memorandum, in comparative form, showing
borrowings ($10,000,000 or more) of New
York City banks, as of the close of
business January 5, 1921, and September
3, 1921, respectively.

I had a talk, this morning, with Mr. W. C. Potter and Stuart H.
Patterson, and they have very cordially agreed to our suggestion with regard
to bringing down the papers we are reviewing to a more recent date, so that
the information may be assembled in more orderly form.

Mr. Norman and Sir Charles Addis contemplate having a motor trip to
Quebec, and I suggest that careful inquiry be made at Bar Harbor as to the best
route.

I sincerely hope you are enjoying your holiday to the utmost.

Cordially yours,

'Aﬂﬂ’[

Benj. Strong, Esq.,
C/o lrs. Markoe,
Bar Harbor, Maine.

Encs. (3)
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