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R.l. Coll. Pharmacy and Allied Scis.,

1953; LLD.,
W.Va.  Wesleyan ~ College. 1954, Northeasiern
University. 1954, Tufts University. 1955, Temple
University, Brandeis University, Prau inst, 1961,
Fasadene Coli., 1964, Ed.D., Frankiin Picrce Coll..
1966; m. Phyllis Elizabeth Kirk. June 27. 1927
children—Harold Robert. Phyllis Rosanna (Mrs. Victor
Kszanjian), David (dec.). Ordained to munistry Meth.
Ch.; instr. Southwestern Coll., 1927-28; pastor N. Shore
Ch., Glencoe, 11, 1928-33, First Meth. Ch.. Topeka.
1933-38, Elm Park Ch., Scranton, Pa., 1938-45, First
Meth. Ch., Pesadena, Cal., 1945-51; pres. Boston U.,
1951-67, pres. emeritus, 1967-72. Dir. Sterling Drug
Inc.: dirs. adv. bd. State Street Bank & Trust Co. Mem.
Univ. Senate, Meth. Ch. Co-founder Religion in Higher
Edn. Found., 1946. Trusiee N.E. Deaconess Hosp,;
chmn. bd. Council on Religion and Internat. Affairs, bd.
dirs. Glochet Mountain Rehab. Center, 1967-72. Hon.
dir. Alexander Graham Bell Assn. for Deaf, Inc. Mem.
Am. Acad. Arts and Scis., Phi Betz Kappa, Delts Tau
Deltz, Pi Kappe Delts, Beta Gamma Sigma, Pi Gamme
Mu. Mason. Clubs: Algonguin, University (Boston)
Author: A Year of Special Parties, 1927; The Prophet
Jeremiah. 1953. Home: Annisquam MA Died Feb. 20,
1972: buried Mt. Adnah, Annisquam MA

VCASE J(AMES) HERBERT, banker; b. Elizabeth,
N.J.. Aug. 20, 1872: s. Samue] Pyat: and Susan (Thorn)
C.; educated Lansiey (Elizabeth) School: LL.D.. Eimire
Coliege, 1931, Colgate Univ.. 1942;: married Alice
Needham, Sept. 28, 1898: children—Everett Needham,
James H. (dec.), Elizabeth Parker (Mrs. Hamilion
Robinson) (dec.). -Successively sec. and vice pres.
Plainfield Trust Co., 1902-17; v.p. Farmers Loan &
Trust Co., N.Y. City, 1912-17; dep. gov. Federal
Reserve Bank, N.Y. City, 1917-1930, chmn. bd..
1930-36; partner R. W. Pressprich & Co., N.Y. City,
1936-40; cons. to pres. City Bank Farmers Trust Co.,
1941-54; dir. City Bank Farmers Trust Co., Lehman
Corp. of N.Y.. Witherbee Sherman Corp., until 1957.
American mem. of Netherlands Purchasing Commn.,
1940-42. Trustee, chmn. finance com.. Ministers and
Missionaries BenefiBd. of Northern Baptist Conv.,
1922-47, financial cons., from 1947. Director of
National War Fund. 1942-46. Pres., Assn. Community
Chests Am., 1930-33, treas., 1936-46; trustee and chmn.
com. on finance and investment, Eimira Coll., 1929-31;
mem. Sch. Bd., Pub. Library and Sinking Fund Commn.
of City of Plainfield. Decorated Medal of Merit,
Comdrs. Cross with Stars, Order of Polonia Restituta,
1924. Republican. Baptist. Clubs: Union League (bd.

ovs.), Downtown Assn. (N.Y. City). Author

esirability of Commercial Paper as Banking
Investment: Report 1o U.S. Treasury on British
Sho;l-len‘n Fi g. Home: Plzinfield NJ Died Auvg.
4, 1972.

CASE, LORENZO DOW, clergyman; b. at
Watertown, N.Y.. Jan. 25, 1872: s. £dward E. and
Lorain (Weese) C.; St Lawrence U.. Canton, N.Y.,

TS —Theal Sch.. 1906; (D.D.. Lombard

1929-30: M.D., Boston U., 1934 m. Rose Gmmmuyg!

Dec. 11, 1938: children—Marie, James. Rotating Inieny
St. Elizabeth’s Hosp., Bosion, #934-35; gen. pracue.
medicine, Bklyn., 1935-42; med. officer VA Faciiny:
Waco, Tex., 1942-44, VA Hosp.. Coiumbie, S.C.. 1945/
med. officer. chief outpatient services VA Hosp.. on;:l
N.Y., 1946-47. asst. chief med. officer, chief mﬂ:}
officer VA Outpatient Clinic. VA Regional Office
Bklyn., 1947-56; mgr. VA Outpanent Chnic, Biiyy!

1956-60: dir. VA Hosp., Bkiyn. 1960-73; chief

con. bur. disability determinations N.Y. State
Social Services; adj. prof. biology, cons. in med. lech
C.W. Post Coll., Greenvale, N.Y. Mem. subcomm. B
community relations Fed. Exec. Bd.. 1965; pres. Bc@
Bklyn. Com., Bklyn. Hall of Fame. Served to maj., M.c!
AUS, 1944-46. Recipient award for dedicated meg
service to vets. Italian Hist. Soc. Am., 1961. Fellow A
Coll. Chest Physicians, Am. Coll. Hosp. Adminstry|
mem. A.M.A., N.Y. State, Kings County (hosp. ang
groﬂ. reiations com.) med. socs., Am.. N.Y. Stare
klyn. socs. internal medicine, Am. Legion. Addrese
Brooklyn NY Died Mar. 18, 1973. |
|

CASEY, DANIEL VINCENT, journalist: b
Crawfordsville, Ind., March 14, 1874; grad. Univ. N
Dame, 1895; mstr. English composition, Univ. Noy
Dame, 1895-6; subsequently entered journalism
held various positions s reporter and cor.: sp'l corr.
the field during Spanish-Am. war for Chicago Recorg
Residence: Crawfordsvilie IN1 |

CASHIN, JOBN MARTIN, judge; b. Kingston, N.Y,
Aug. 31, 1892: 5. Mertin J. and Catherine (Kelliher) C.
LL.B.. Cornell U, 1915; m. Carolyn Markle, Dec. §
1928. Admitted to N.Y. bar, 1916; city treas., Kingston
1922; asst. U.S. anty., 1922-25; counsel Fed. Prohibitiy
Adminstm., N.Y.C., 1925-26; corp. counsel, City g
Kingston, 1935-41; county judge Ulster County, N.Y.
1943-55; U.S. judge Southern Dist. of N.Y.. 195583

" Mem. N.Y. State, Ulster Co. bar assns., Phi Deltz P
“Home: Kingston NY Died Oct. 21, 1970.

CASHMAN, EDWIN JAMES, corp. exec &
Owszlonnz. Minn., Oct. 26, 1904: s. Thomas Edwsrn
and Marparet (Laughlin) C.: student Georgetown U,
1922-24. U. Minn., 1925-27; m. Mary McNally. Sem
27, 1930 (dec:1961); children—Mariivn (Mrs. Gabne
Nahas), Edwin, Tyrone, Kathieen, Victoria: m. 22
Lorraine Dale, Apr. 30, 1963. Sales exec George &
Hormel & Co., Austin, Minn., 1928-35; pres. Doughbo:
Industries. Inc., New Richmond, Wis., 1936-66. chmr
1966-67; chmn. Combustion Products Corp., 1965-7(
Energy Transmission Corp., 1965-70: vice presidens
director Cashman Nurseries, Owatonna, Mimn
1940-70. Midwest Radio & TV, Inc., Mpis., 1952.70
dir. Mid Continent Broadcasting, Minn. Tribune Ce.
former treas., dir. Minn. Wis. Dairy Queen. Inc. Mer
exec. com. St. Paul region Boy Scouts Am. Mem. -CH
Psi. Home: Deming NM Died Mar. 16, 1970

LACCADY  _IOHEN _WAWADLD _ newvai officer ¥



February 17, 1922.

To the Cfficers of the Bank.

It has just come to my attention that 33 of the 36 officers
of the Federal Reserve Bank are Sustaining Members of the American
Institute of Banking, and the President of the Institute advises us
that we stand at the top of the 1ist in respect to membership.

I hope it is an indication of interest by those who joined
the Institute in developing wider knowledge of the problems with
which the officers of this bank have to deal, and espsecially at a time
when they are becoming exceedingly complicated and corrsspondingly

important.

Benj. Strong
Governor
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FEDERAL RESERVE BANK
OF NEW YORK

O FICE CORRESPONDENCE Dare S0P 80, 1922,

Mr. Case )

&
v

FrROM

SUBJECT:

Governor Strong

BS. M

att.
Digitized for FRASER

The attached note from Mr. Lewisohn explains itself. I am very
much interested in the work of the National Budget Committee, and
believe it has accomplished a great deal towards giving us s budget
system.  The dinner to which Mr. Lewisohn refers will be ﬁnferesting.
In fact, it is always a treat to hear General Dawes speak. If you
would care to aet as my substitute, I would like to subscribe for a
table for this dianer for such of our officers and dirsctors as would
care to go. But of course I must be in Washington at the conference and

cannot attend myself, WMr. Jay and Mr. Harrison will aleo be in Washington.
If you gelb together a list of names, in case the idea appeals to you, lNr.

prcfoeen

Beyer will do the needful in arranging for the teble.
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MISS. 3.1<ROCM-2-30

FEDERAL RESERVE BANK
OF NEW YORK

O. T'CE CORRESPONDENCE

- = My, Case SUBSECTI

Miss “avidson - x - I N R B i ©

FROM

8

Miss Bleecker telephoned the following memoranda from Governor Stroags

Governor Strong thinks you should give the newspaper men this information .this
aftzsraoon:

" The increase: in the discount rate of the Federal Reserve bank brings
the rats at which we loan our funds into bettsr relation to the market
rates, which have recently advanced and are reflectsd in increased

ﬁgfrowings by our members." o ,L
L-'»Z AL 0l 3£ Mun K o0 'W/tﬂvf [E \7;/ ('54‘”&

Much depeﬁds upon how this is‘done, and it is my suggesstion that you have

21l of them(the newspaper men) there, delay a bit until they all come in;then

aay that we have no formel statement to mﬁke which they are authorized to gquote,
but for their personal information you are glad to give them the facts given
above. I think it is very important that we do not give an authorized statement

to the press when we give none to our members.

N

How would you like to drop in here sometime soon and discuss the lettsr of Reynolds
of the First National, telling him whers they get off. We could chat, me with

my pencil, about other things.  Also

j=ht be good business to ask Sailsar,

-

Morgan, Kenzel and Snyder if they a propose for the press.

@
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r kir. Cace:

I must et once report what he

tle bank. You

m

o
(<

[Tt 5/‘[[“’;7)’ ]

FEDERAL RESERVE BANK

OF NEW YORK

Coakley's exsminstior yesterdsy wes conclusive as to my throest,

- R

eand ssk you to convey it to the Directors of

and they will respect my desire to have this held in confidence,

e T P R ~ mwaeasr - 2 o
exily, some of vhem are awrsy, have not been sdvissc

in Jenuary, afforded mesns for tubsrculer infiltration to occur,

lesion on one

m

P e T Y - T Ten ~ e A e - £ o 2 A .y ~ ~ s
e examlined o7 I’L‘ Jamee A. ¥illcy of 379 },1"k Avq:ﬂllr, and 1,'./.'
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vould have meny years of -vwork - 2hesd of me
QU LCl nave men yearc I WOTLK eliead me

%o e e Smama oap » , R
y H0O.EVCT, DE borns in wind, woth these views thet these

- = | +1 4 1 Tohery ol za -~ ~ 74 Tiare 4

and that the Doctor dose not alwnys tell the whole story to the




2 lir. Case 2.27.25.
-
/A. -
W/ vietim, ¥y suggeslion ie that some one or more of our directors see Dr.

¥iller

or Ur, Coskley, or hoth, if they csn spare the time, and get a first hand opinien.
= Jy y 4 % 3 S P
The Directors ef the bank have besen so forbearing with these heszlth
troubles of mine in the past, that I now hesitete to maske this report without
sending my resigneticn with it. On the other heznd, it would possibly be better
to ewzit the result of some conference with the doctors hefore discussing any plans
from the bank's slendpoint, and you may, therefore, consider thst this is pre-
liminery to bearing further from me after = conference I 2@ tc have with Dr.
¥iller at 10:00 o'cleock tomerrow.
J. H. Ceso, Eeq,,
. Deputy Governor, Federsl Feserve Dank of Hlew York,
15 Nassau Street, Few York City.
3S.1S8
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FEDPERAL RESERVE BANK

OF NEW YORK

March 8, 1023.

Deer iir. Case:

The sction which you advise me wae taken by our Boerd of Directers on

Wednesday, Februery &, respecting my illness snd possible absencs,

couree most gratifying indeed tec me, end I deeply aporeciate it.

o

The leave
of sbeence, I am scsured by both Doctors can be relied upon to completely
on that basis would I feel justified in ac-

clesr up the trouble. Only

cepbing an absence of thet length.

But I am sure that &ll of the members of the Board will under-
stand my inability to accept my full selary during this period, as I have

already explained to you. Won't vou be good enocugh to explain to the

Board thet I am still very clesrly of the opirion that I could not sccept

their generous action, nor, indesd, enything beyond what was voted during

ny absence scme years sgo, which was helf pay. Indeed T don't cave

8 rap ebout the sslary anyvway, and em only anxious, as you know, to get

well and back to work. this I explained personally to Dr.

liiller yeaterday.

Please eay to the members of our Board that I am lesving with
nothing but grateful and hopeful feelings, 28 & result of the evidence
they give me of their confidence snd esteen.

Since
.
/
a
MY F S et 4
Mr. J. H. Case, [
Deputy LDV“IPD“, Federsl Heserve Bank of New York,

15 Nassau Street, New York City.

Q
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March 8 1923,

There are a number of thinge 1'd like to "talk" about, but my hand-ies about

used up with unaccustomed work!

1. Please meke clear to our directors how grateful I am for their friend-

"‘:
|

ship. It makes the job worth wanting end keeping.

2. Of course the sslary matter is of no consequence; they were ¥ery kind, ..
but it is better to lesn back in those metters sny way. 1'd be happy
with none. ‘

3. The matter of first importance is the System poliecy, and of course our

own. Dont't let any one persuade you that we can or ghould regulate |
prices, We gcan and must regulate credit! - and by doing so avoid or

reduce the harmful influence of inflation and contraction, upon prices.

There are too many influences which operste upon the price level for us
to assume the whole job of price regulation - but the course of prices ‘
should influence our policy. 4
It looks to me as though the orux of the matter lies in what the other
Regerve banke decide to do in the open market., The discount rete will |
be, I would guess, of less importsnce in other districts - and of major ‘
importsance mit£~us.
London is 'sureto send us & lot mors gold, unless their plans change ¥
since Normen was here. While we cznnot sail the Reserve banks under ;
bare poles, so as to off-set gold imports, we can run closer th hgving
no earﬁings for tax payment than we did last year, and I would not mind
if we ( or some of us) didn't entirely earn our dividends. |

4, I'11 write you from Colorsde about your memo. on gold, itrs too long
a story for now. But Shepard korgan ( or Snyder) has & document from
me cn that already.

5. Say good bye to the boys and tell Jay I was sorry to miss him. Also
Digitized for FRASER
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get him to stir up the Agents Committee on Public Relations to gét

out some literature. Now is when it is needed- while Congress is

ad journed and our rates going wp.

As I haverepeated till hosrse, and ae you seem to have done,- no one
ie going to be given the job of fixing prices _ no group or individusl
or group  of groups! They heve ziven us power to influence the

cost and the volume of ecredit. e should exercise that power so as
to avoid being s disturbing influence upon prices. Ve should, there-

fore, keep the volume of credit as nearly steady as possible.

Prices ¢snnét go up (much) without more credit. That can be
gupplied by:

a. Gold imports
b. Federsl Reserve bank loans.

As to the gold, we can do as heretofore.

As to loans - put up our rates!

Setting eside gﬁld will not alter thefacts, it merely mesne one more
obscure thing to explein to the dear public. Let's explain the

the whole story. That is what the Federal Reserve Board should be

doing.

Memo. from B. 8. to J. H. C.
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Collect

— Case, Federal Reserve Bank, New York City

Have no doubt credit is perfectly good stop. Suggest you have following
in mind.
First. Explain Schnyder Reserve Act limitations
Second.. Be sure no old Board regulations still in force to embarrass us.
Third. Might meke cautious inquiry of Alexander to learn if generally well regarded
in town.
Fourth. Better advise Washington in such way as to avoid any possible complaint but
also avoid delay.
Fifth. Offer other partners participation without slightest suggestion need take it.
Sixth. Be sure avoid publicity when appears in statement if loan is made.
Seventh. I see no ground for objecting especially upon security suggested.
Eighth But think sale Treasury bills in market is preferable.
Ninth We should charge bank rate on ground same charge to our members.

(signed) Strong
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Dear Mr. Cage:

I've read the Investment Committee'S minutes and the Conference
minutes. Only two things occur to me.

1st. The Federal Reserve Board had no right to discharge the committee
and wouldn't have done so had I had a crack at them. The committee was
appointed by the Governors' Conference a year ago at request of the Treasury
and I'd see them damned before I'd be dismissed by that timid bunch. But
forget it!!

2nd. We really need to do more, or the other Reserve banks do, -
to offset gold imports, and "Earning Assets" should go down correspondingly
through investment sales and smaller bill holdings. We have done nearly all
the selling in New York so far! The others sell and then buy back!

Will write again when I go into the figures more closely.

Yours,

B. S.

My best to you !

~

P
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L Dear Mr. Case;:

We seem to be earning sbout $3,500,000 per annum over expenses and
dividends, out of which "chargeoffs" etc. must come. I suggest figuring how
other Regerve banks are earning and for those now short, let them have more of
our bills and get them to reduce, as thoy. 'em, their holdinge of Governments.
And don't let money get too easy on the "board". It's bad for the situation te
have the impression of easy money get about.

This situation will require some delicate handling and I'd put eon my
desk, if I were you, a legend iike thise |

Earning Assets (Systenm) 0000000000

Less Gold Imports 0000002000
Net Amount Allowed 0000030000

which equals our responsibility for prices !
Fhat gold we "pay out" does not alter this equation one iota !
Only s can we and the Treasury escape being inflationiste.
My best as always,

'Bo s.

> ~
@%’*’2%94.4/ / LRA .4( e
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. - Dear Mr. Case;

We seem to be earning about $3,500,000 per annum over expenses and
dividends, out of which "cinrgeoffu" etc. must come. I suggest figuring how
other Regerve banks are earning anc{ for those now shért, let them have more of
our bills and get them to reduce, as they' ’cn.n, their holdings of Governments.
And don't let money get too easy on the "board". It's bad for the situation te
have the impression of easy money get about.

This situation will require some delicate handling and I'd put on my
desk, if I were you, a legend like this: :

Barning Assets (System) 0000000000

Less Gold Imports 0000002000
Net Amount Allowed 0002000000

which equals our responsibility for prices !
Fhat gold we "pay out" does not alter this eguation one iota !
Only e can we and the Treasury escape being inflationiste.
My best as always,

'Bt S.

(_//("A./-’(‘;,f_&f—(/ //"( -ty {/. & L}
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Dear lir, Case:

Schnyder's cables put cuite a different aspect on the proposal -
it comes very close to a loan on the German gold. The loan will doubtless,
in fact I feel without the slightest doubt, be good and cause no trouble, but
it has two possible objections.

One is that we might be advertiesed unpleasantly by either Germany
or France.

The other is possible pelitical objection.

But in these mattere don't alwaye let us be guided by our fears.
The fact ie that this particular loan, instead of simply being a credit teo
our correspondent seeme to be part of the German exchange progrem, a very
gilly and futile one. Keep me advised.

Yours,

B. 8.
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Collect [ &
Case
™ Federal Reserve Bank, New York City

Your telegram. First read my letters and memoranda relating to both
former proposals by our member bank.
Second Get Jay's recollection of circumstances.
Third. Personally obgget to plan of appointing correspondent for reasons then stated,
Fourth Assuming by your message present plan is own agency following objections
appear.
First. Probably ultra vires ask Mason's opinion
Second. Subjects assets and management to control foreign legislature and courts.
Fhird Hostility always shown there to American bankers likely to be greater even
with us owing to Govermment relationship.
Fourth. Expense and responsibility will be considerable with benefit to no one for
whom we are responsible.
Pifth. Unwillingness to conform to methods now common there will maske for trouble.
Sixth. A foreign egency absolutely unheard of by banks of issue which before war
were even unwilling to maintain deposit accounts in foreign banks much less open
agencies for obvious reasons stated.
Seventh. They should have their own bank of issue but if our Government wants
currency clean up would see less objection to having one such operation expenses
to be refunded and then quit.
Eighth Tt seems rather unusual for Boston to open an office to conduct business
practically all of which is for New York.
Ninth. You should ask time for our Directors to consider.
Tenth. Common liability on notes gives us clear position to object if plan has
possibilities of ultra vires,

[signed] STrong

[No date]
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o Colorado Springs, April 26, 1923.

Dear Mr. Case:

Yours of the 21st has just come as I am reading the stenographic reports
of the March conference. Please show this letter also to Jay,

The situation ie beginning to cause me concern in certain respects. It
seems to be the watched pot that never boils, - no action but lots of looking.

Now my own idee of a program - for what it is worth, - is to first have
an authoritative and simple statement by the board along the lines I wrote Jay.
It should be well spread over the country. A little later New York should go to
5 per cent. The other reserve banks, except possibly New York and Boston, should
hold off ®'till discounting indicates clearly need for a raise.

Meantime our bills should run off - to = considerable extent and not
be replaced - and Government securities should be gradually reduced - but faster
than at present. This puts market rates up; forces borrowing and gives clear
demonstration our rates can be raised!

Now see what has happened -

No statement by board.

Without it we are reluctant to increase rates.

Chicago and possibly others may do so before we do.

Board may approve increases and make no statement (the worst that
could happen) and as to investments, our bill holdings are still increasing and
in Governments the record is as follows:

Total reduction May 17 to Feb. 21 is
May 17 millions 515
Feb 21 354
161 reduction
of which New York contributed 123 million and the others combined 38 million -

a grand showing. Chicago has boughf back all she sold and McDougal on the
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. Committee; Philadelphia no change; Atlanta increased g million; Chicago down
but 13 million; St. Louis up 4 million; Minneapolis, Kansas City and Dallas
all larger.

Were I called into Court and put on oath, I'd say it was "creeping
suicide", The fault is not ours, we have done our part handsomely, but it
means, and I want you and Jay to realize it, that influence must accomplish
something with the Board, or (A) we must submit our increase without any statement
in order to make a record as we did in 1919, or (B) abandon the whole job to
Washington and let the Board make all our loans, and investments, hire our clerks
and buy our stationery. What I mean is that the managers of the banks should
agree on a plan, at least as to Sec. 14 affairs, and observe it - or we should
frankly tell the Board it won't work and have them imposes a policy. That means
the end of it !

I sympathize with the Board's position, that they get the slamming and
have little power to make their views observed !

Have not concluded reading the record and may get some comfort out of it
later. But clearly, there is no nesd for rate increase now - there is certain
to be later - we cannot tell just when, and that statement should be made now
and not deferred until rate increases must be made and we set up a scare by
having rates and statement com;ss all at once.

What is being done about it?

Best to you.
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May 1, 1923.

Dear Mr.’C&se:

A suggestion follows for a cable in reply to Norman's No. 2.

"Yours etc. - as usual -

"Firet. While of course there are considerations moving you in
this matter which do not reach ue so closely I have personally felt unwilling
to recommend such loans here because so wholly lacking in confidence in
outcome of Reparation plan now or at any time since treaty was signed stop
Do not see how you can escape some inflation if loans are for considerable
amount .

"Second. WMight not such a move be wholesome in view of possibility
we may need to go to 5 per cent. before very long.

"Third. We regret not being able to help more actively but what

you propose ssems best method of approach. Let us know if we should see them

to discuss details. Strong."

This might be worked over and shortened and sent as personal from
me or from any of us. I think we should keep the personal contsect in this
private correspondence just as close as possible.

Hurriedly,
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) E s
o Cadl)
iVery Private but show Jay)
May 1, 1923
Dear Mr. Case:

Yours of the 28th did me a lot of good. It was mors of a talk than a
letter. How I need a voice and a secretary! Let me reply by numbering your sub-
jects and returning the letters. Saves much writing.

1. My point is this. That committes was a produet of Gilbert's and
of mine and I appointed it to carry out a Treasury program. The way to accomplish
what the Board desired, with which I am in accord, was to maeke an arrangement with
the Chairman {McDougal) or suggest it to the conference. Every time the Board
agsumes some arbitrary power like this, we approach nearer to actual management
{instead of supervision) by a political body. And the Board will be wholly political
within two years! Now that they have discharged the old committee and reappointdd
it, the whole affair is surrendered to the Board, - it's too late to save the
precedent. This comment arises from no thirst for power on my part, or no
antagonism to the board. I'm simply looking ahead to the day, near at hand, when
the banks are rubber stamps, - if we permit it!

2. The Government security account reported to the Conference was as
of February, and, of course, a great change has since eccurred, of which I had no
figures when I wrote you. But please recall that the policy was to keep "earning
assets" from inereasing and rather to reduce the total {(by selling Govérnments) to
the extent required to offset gold imports. It was not adopted at the October
Conference but we were still working to that end. Until since February we did
about all the selling, as the figures you send me show. It was largely Chicsago,
Minneapolis and Kansas City that nullified our efforts.

3. Sorry not to like the "renting out" scheme. It seems a bit beneath
us, - and I hope we won't make a practice of it. No gein by it, and the game
isnft worth the candle.

4. I'm glad you will deal face to face with Gilbert on his financing.
He will be guilty of a colossal blunder if he fails to meet the market for prompt
distribution. The banks will be hung up, - our loans will go up, - we then put
up our rates, and the whole Government market goes to pot with a lot hanging over
the market. As I wrote Jay, the Board having passed up the statement idea, -
I'm willing to put a 5% rate up to the Board, and if it is done it should bs ahead
of the May financing. I can just hear Gilbert say that this is to refund and the
money paid to Viectory holders will go into the new issue, - but it won't. It will
be like the last to some extent.

5. The wire advising you had decided not to oppose the plan, surprised
me a bit. I know it would be disagreeable, but if the plan is bad it should be
blocked though it were disagreeable to do so. Please tell the directors we must
make no commitment without a full understanding, - top to bottom. Our friend who
is pushing this is of the impulsive and I don't care to assume 40% of the cost of
the new currency. Let him! The argument about the gold is not valid. The
Federal Reserve Notes are already in Cuba and this would simply be exchanging new
lamps for old. Besides that, we have enough burden on our backs now with too much
gold. Don't let's add to it.
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Mr. Casge 5.1.23. .

6. It is very discouraging and makes clear the point I make in No. 1.
Sorry not to have a good man, with his bag all packed. You and P. J. must find him!
And in this connection, don't surrender too in the matter of the Swiss Bank. If
there is something there to do, don't ask permission!

7. I*d privately ask Norman how much they advance on gold. 98 is too
much! unlsss the gold is in our hands. My advice about the Swiss loan until your
letter came, was under a misappreshension. Crane seems to have dug out the reason
in my correspondence regarding the Reichsbank loan. Just now, I would do nothing
and deal with each case as it arises.

8. You don't miss me as much as I miss all of you! Talk about pep -
I'm busting with it.

9. There is one thing you must never forget about rates. An increass,
when our discounts are not increasing, puts pressurs on tb liquidate. An increase
in rates when our loans are increasing tends, of course, to check the increase. The
guide is the market rate, - the facts are the loan account. Thersfore, if we increase
rates without real borrowing pressure on us, we do so in anticipation of something
not yet arisen, or to forece liquidation. Neithser argument is tenable. Hence my
urgency for a clear exposition to the public, and no rate increase 'till discounts
go up! Should we submit an increase, a clear unequivocal record should go to
Washington, tactful but plain, that our rate increase represents our best views,
in the absence of a statement of our policy! Don't be influenced by Clearing House
rates. We can, and in fact are committed to ignore them!

The fact of a disparity of 1% between our rate and the market means nothing
until the banke begin to use us for the profit or any other reason.

Won't you have a copy of this made and handed to Beyer, with your letter,
for my files. It's a good thing to have old thoughts to refer basck to now and then -
as in 1919¢ Poggibly Beyer had better return the copy and your letter to me.

I'm feeling fine, 0ld man! Had half an hour in the hot sun, tout ensemble,
today, and feel like a two year old.

My best to you and all the boys,
Yours,

B' s.

{copied from menuseript)
MSB
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W, T. 11, 1-15M-11-22 WIRE TRANSFER
FEDERAL RESERVE BANK

C©F NEW YORK 3 T E L E G R A M : DIVISION
/ PECODED__, ]

- COMMERCIAL WIRE—INCOMING CHECKED Z;iﬁ 2

ATTENTION

/. TRANSKAFION COPY camEal) v
Coloredo Springs Colo
- Mey 4, 1923,
Fegéral Reserve Bank
New York NY

Your telsgram gives too few details to enable me to understand situation if purpose is to

clsan up currency fail to see why either Boston or system should incur expense which shoull
be borne by Cuben Government or local banks and wholly inconsistent with proposals

to reduce free services for members now being discussed. If to enable agency to

di scount for local branches Mmerican Banks it applies only to one of ocur members stop
If to discount generally for all banks in Cube appsars o be clearly ultra Vires and I
doubt advisability of our joining any system plan. If to deal in exchange is an

\ unwarranted intorference end competition with member banks especially ours.\\I cannot

understend Harding's urgsncy in this matter and think some one should explain situation
fully to Gilbert so that Secretary will know just what it involves.
propose discounting in Cuba for our member after we declined plan.

‘{ Strong “‘J | 06107

Does Harding
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Migc & / FEDERAL RESERVE BANK

OF NEW YORK

‘ N
OFFICE CORRESPONDENCE pare_ M2y 10, 1923, 192 _

ToMiss Bleeker SUBJECT:

Fromlr. Susen, Wire Transfer Division.

The following is a copy of a telegram received from Governor Strong, Colorado 3Springs
Colorado, May 8, 1923.

lre. Case -
FO R. BO I\?OY.

Suggest Board be asked to withhold decision Cuban matter until we submit figures
showing enormous preponderance New York in sugar Tobacco shipping banking
transportation hotels finance exchange transactions and almost every other Cuban
industry and trade. How can we be expected to always forego advantages of our
position of Central market to other districts if such an invasion of our territory
as now proposed is permitted in Washington. The figures suggested will make affair
look silly. Brief just received fine so far as it goes but does not cover thig point.

(3igned) strong. "
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W. T. 11, 1-15M-11-22

FEDERAL RESERVE BANK
OF NEW YORK

ATTENTION

TELEGRAM

COMMERCIAL WIRE—INCOMING

WIRE TRANSFER
DIVISION

DECODED 4
4

il

' CHECKED =
/ s
COMPANY Wg /

TRANSIEXRION COPY
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' golorado Springs Colo

Case
May 8, 1923
Federal Reserve Bank
NewYork NY

Suggest Board be asked to withhold decisbon Cuban matter until we submit
figures showing enormous preponderance New York in sugar Tobacco shipping
banking transportation hotels finance exchange transactions and almost
every other cuban industry and Tradee. How can We be expected to always
forego advantages of our position of Central market to other distriets

if such an invasion of our territory as now proposed is permitted in
Washingtons The figures suggested will make affair look silly. Brief
just received fine so far as it goes but does not cover this point

strong

07407
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Colorado Springs,Colo.,
May 11, 1923.

Dear Mr. Case:
I'm reminded by a note in the May 7th Council minutes that I've
long been intending to asked the leased wire Committee to investigate all
_ ( Done J.H-C.)
chances of fraud in the use of our wires for making psyments, = both from s
"inside"™ and "outsiae". It is not yet safeguarded as I'd like it to be,-

any more than "direct sendings" is. Vi1l you take it up with McDougal?

Yours,
B. S.
J
PeSe Don't you think it important to hold frequent meetings of the (%‘O%GC }
"Investment Committee,"” thenm we can not be charged with running the whole show!
P.P.Se The ¥'irst is borrowing altogether too much. (Is being followed)

i
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Charge to the account of

CLASS OF SERVICE DESIRED

Telegram

Day Letter

Night Messags

Night Letter

Patrons should mark an X oppo-
site the class of service desired:
OTHERWISE THE MESSAGE
WILL BE TRANSMITTED AS A
FULL-RATE TELEGRAM

Form 1228A

NEWCOMB CARLTON. PRESIDENT

Receiver's No.

Check

Time Filed

Send the following message, subject to the terms
on back hereof, which are hereby agreed to
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CoPrPvy

. Collect
Colo Spr. May 18th 1923

at Norman's request,
Third. Rate on bills would be to their advantage,
Pourth. It would not appear to associate transaction with Reichbank matter if done

Fifth. If advances are made be sure and handle so that corresponding reductions

in system holdings of bills or certificates take place simultaneously as that
will correct inflationary tendency.

Sixth. Hendled thig way will postpone and possibly avoid gold imports in part and
is desirable anyway. (signed) S}rong
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Cragmor,
Colorado Springs,
May 22, 1923,

Dear Mr. Case:

Your bully letter of the 17th gives me a grand budget
of news, not all of it very comforting, but at least I know!
Washington is, ae usual, our danger point. Direct action, end
of the variety indicated, is as poiscnous, inquisitorial a
propeeal es I have heard. Should snything on those lines
be urged, be sure end inform our diréctors fully. The
Federal Reserve Bosrd must teke full responsibility for the
consequences, and our record should be clear ae crystal and
unequivocal in oppesition.

Am doing finely, and hope you all keep well at the
benk . Glad to see #:86 reducing.

Best to you,
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Case
Federal Reserve Bank
New York '

Papers from Warburg not yet received Stpp. There are many ways by which every
proper assistance can be rendered Cuba without authorizing the monstrous plan
and Cuba should stand the cost Stop Please be sure and make clear to our
directors that if suitable steps are not taken promptly to protect our owm
members the opportunity to do so will be lost Stop T am seriously considering
telegraphing Hughes personally on my own responsibility asking opportunity to
submit a statement before he asks for final decision Stop. Am most reluctant
t 0 do anything direct of course and await your report.

(signed) Strong
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Collect

Case,
Federal Reserve Bank, New York

Warburgs plan semms satisfactory except for anomaly of Reserve System assuming
cost of currency for a foreign country at same time that charges for services are to
be imposed upon our own members. Stop. Believe any plan should observe following
fundamentals.

First. Cost borne by Cuba

Second. o depot of currency or assets in foreign country

Third. Branches member banks should not be forced to do business with other than
their own Reserve Bank if they prefer and should not suffer competition in
exchange business.

Fourth Reserve Bank should not maintain own establishment in foreign country
Fifth. Any correepondent or agent should not secure monopoly or advantage over
competitdrs in case like this where there is no bank of issue for us to deal

with.

Finally Warburgs plan closely approximates this and while I think the whole
project unsound and unnecessary would greatly prefer this to the serious precedent
suggested by Harding

(signed) Strong
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Cragmor, June 15, 1923.

Dear Mr. Cases

A period of coughing and of course some straim on that vecal cordled
me to shut down on letter writing. Its better and I shall send a brief reply te
your letters.

May 15th. This ie realiy covered by my telegram. It must be borne in
mind that in none of these transactioms are we required to have the approval of
the F. R. Board, and I am sure that nome of you will accept such approval or dis-
approval without our directors being first fully advised. The best way is to
avoid the situation by not imviting it. The reports of the action of the F. R.
Board on this matter indicate that they assume a right to approve or disapprove
" transactioms". That right the law does mot give them, they can " regulate".

June 1s¥. Thank you for keeping me so well posted. The situation seems
to be improving, but we simply must insure that our own members are protected
against being forced to do business in Boston,~ or else forced out of the Exchange
business. The time to meke sure is mow. Ofcourse you have all had your heads
together and will work out some plan. Were I at home mine would be simple enough.
I'd go to Hughes, tell him N. Y. or Atlanta or all of us would furnish all currency
required if Cuba would pay cost of prinmfiing and shippimg. Then I'd show him how
monstrous it was to go inte Exchange business and open an office there, amd should
he listen I'd alsc see the President, and them if such plan could be put through
I'd ship gold certificates and get our dirty motes out of Cuba. If there wae kick-
ing about gold I'd ship greembacks or silver!

June 11th. This tells the story. Onece such a direction is accepted and
acted upon - good-bye Reserve System and some other things! You seem alive to
it and Norris also. Don't take the respomsibility im taking a positiom without
full support by our directors and then stick to it through thick and thin.

Our attitude must certainly be to help Mr. Crissinger by 2ll meams in our
power - but not to surrender the bank!

Of course this is very bad mews. I want to thimk sbout it. Pessibly
good legal advice is in order, im which case the other reserve banks represented
on the Committee will wanmt to be heard from. You might comsider s talk with
Gilbert and Mellom. Again many thamks, I like to get the mews, even when bad -
it will keep me posted so as to be oriemted om my return. Meamtime I regret
having mo share of the burden. Best to all st the bamk.

Sincerely,

Bo S‘

Federal Reserve Bank of St. Louis
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A Telegram

June 22, 1923

Case

Federal Heserve Bank of New York
Youre eighteenth suggest conferring with Warburg before meeting stop All
the arrangements referred to carry out policy frequently discussed with Board
and heretofore thoroughly approved stop They are intended to lay the

foundstion for future regulation of exchanges and gold movement as Harding well

knows stop Japanese agreement was made at especial request of our Government
and Hughes has expressed the view it is desirable stop The terms are

admittedly liberal and intended to be but in every case are reciprocal and those

customary now between such institutions etop The ability of banks of issue

to do this business with ue ie an important element in the gradual exchange

recovery snd stabilization now likely to tzke place and to discontinue or modify

them would certainly be discoursging abroad and deeply resented stop As these have
been operating without complaint for some years until Harding who approved them

ag Governor now suddenly and alone disspproves it seems an unwarranted procedure

to do anything about the arrangemente until my return stop As I made all the
arrangements myself end know the people personally believe they should postpone
considering the matter until fall conference

Strong
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o Telegrem

June 22, 1923.

Case

Federal Regerve Bank
Like statement but think somewhat deficient in not emphasizing expectation by
public that we will go forward and not backward in this matter stop Also ask
Warburg to prepare technical statement showing importance of these understandings

in future restorsation of gold payment and stabilizing exchange

Strong
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Dear Mr. Case.

& I

Thank you far the> Conference minutes whi,:

;xr. Barrows sent me.

A,

Ieam eorry ycu hm bad a dose of poiwn ivy, it can be very paiml
end troublesome. . '/ \ '\.
| \

LY

The only eﬂlpment which cccurs to me about the Conference is the possible

X
wawisdon of mcwing fmm one g;]iaxﬁ of coercion to umtker, which is what we seem to
have done.

Logic has been the undeing of wany = goéd intention in this verld of
W
human beinga, amd 88 we sre cerbain to encounter tﬁié i&‘t&ir in Congress inthe

winter, I wuld have liked t@ see the sppearance of ‘pmﬁwn avoided.
'!here is nothing new here.

y\
Weather gorg"em: aad appetite good!
Remenmber me ‘to 8ll the folké at the benk,

A b \
; and my best ﬁoymx
s fi BN
| it 8%
4 I 1ncerely, r .
! /, . ‘ 3 ) \\
,/, i\ K
7{ : ‘; \\[
i it Bt' s. A
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Colorade Springs, Col.
Cragmor, July 11, 1923.

Dear lir. Cases

Yours of the 7th and enclosures have been read with great interest.
I 1ike the way the Committee is working, especially in its seeming cooperation
with the Board. What you write of Harding's assault upon the foreign accounts
proving abertive, is alse good. Of course you will discontinue sending him
all reports, I can't stand for many of those affairs!

The ineresse in borrowing is New York is without question due in part
to the sale of our investments, That puts pressure on the market and we must
be_very careful not to overdo it. I've written Jay a line on that, also Miller.
Don't ever overlook thaﬁ the discount the borrowing banks pay us is like a tax
whidh they do not pay when we supply funds to the market under Sec. 14, Banks
like to get out of debt { with exceptions) and the pressure they put on borrowers
and to sell bonds, i.s~ what causes liquidation all along the line. So don't
overdo it anddon't hesitate to shift position and buy when evidence of pressure
is too strong.

I am sorry the Board cut Harrison in pay during illness. It was
his work that banged up his knee.
My best to all at the bank.
Yours,

B. s.
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Oolorade Sprihgs, Colorade.

Cragmor, July 17, 1923.

Dear Mr. Oases

Thanke for yours of the 11th and the Investment
statement. Please have in mind that we must not earry our
policy teo far. It could do much harm - too much 'preaaure
Just now - and as fall approaches the money market will need
watching.

Uhy not sell our own bills to sny of the Reserve
banks that are shy on earnings just now?

Remember me to all at the office.

Yours,

B. 8.
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Coloredo Springs, Cel.

October 2, 1923.

Dear lir, Case:

You certainly know how to give a fellow all the news in
tabloid form with exhibits in extensc attached. I feel posted, oriented,
and refreshed! My thanks and my blessing.

On the whole, my recent prognosis of our affairs in prospect
is favorable. These views from a distance sometimes put more accurate
values on the various psrts of the landscape than do the "close-ups".

The Congress will hardly be able to do us harm; 1 see evidences of dis-
integrstion of the forces which bothered us. If only the Board will
perform as they should, - especially as ﬁo the McFadden inquiry. Certainly
the Atlentic City meeting was encoursging, and the Advisory Council has
helped stiffen the Board on par collections,

Seiler's building reports indicate that we shall recover a
profit, rather than pay a I;ss, on our leasses. Won't you ask Kr. Rounds
to work up a memo. for me as to what good sccounting practice, which we
can defend to Congrese, Treasury and Board, will permit us to do in applying'
both the lease cancellation reserve fund and these profits, as, when, and
if realized, upon the cost of our building. I fear he will say "nothing
doing™ - he's eo damned honest , bless him! - but I'd like his opinion
Jjust the same. V

Ky best to you all, and many thenks for your fine letter.

Yours,

B. S.
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MIBG. 4. 1-180M-3-23 FEDERAL RESERVE BANK
L OF NEW YORK
' O.. CE CORRESPONDENCE Date_Oct. 16, 1923 19
1
To o M gj‘fe Vo SUBJECT: ,J
Governor Strong
FROM = Tl . =l L g

i ——y %‘ai’
Dear lir. Case: (6 [ OT.17 1978 4
Thie is about =& I had expected Roupds to report, and of course I agree, v
especially as to the P & L a/c, and sticking/to our progrem. We can do nothing untili
the chickens hatch.
Glad to hear of the Governor's call, and hope he does it regularly.
Think it was handled just right. Fear he is in a hole on the "Branch" question.

Yours,

B. S.

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

b frmar Amey D bemsiine |

.



MEMOR ANDUM RESPECTING Orbes e b 74 /‘
EFFICIENCY AND ECONoMY IN THE
QPER ATION -OF THE FEDERAL RESERVE BANK OF NEW YORK

January 13, 1922.

The purpose of this memorandum is, first, to define the problem of increas-
ing efficiency and of reducing the cost of operation; second, to report the progress
already made, and, third, to outline the steps that are yet to be taken, toward

solving this problem.

STATEMENT OF THE PROBLEM.

Perhaps the {irst requisite to clear thinking respecting the subject that
has been raised is a recognition of the differences between the responsibilities
that confront the management of a Federal Reserve Bank and those with which the
management of a commer cial enterprise is commonly charged.,

In the first place, Federal Reserve Banks are great service organizations
established primarily to render certain services to member banks and to the United

States Government. Nearly all these services are required by law or by the pplicz

- pstablished by the Federal Résgrve Board, and must be performed whether general

business is good or bad, and do not vary in volume in direct proportion to the in-
creases or decreases ln commercial business. To illustrgte this! it may be pointed
out that during the recent decline in general business activity, the volume of
transactions in the two largest functions of the'bank, namely, the Cash and Collec=
tion functions, materially increased,

In the second place, in a commercial enterprise there is feally only one

class of expense over which the management has no control, namely -~ the taxes paid;
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-
decision as to every other expenditure rests solely in the hands of the management.
In a Federal Reserve Bank, on the other hand, there are comparatively few items of
expenditure the incurrence of which is solely within the responsibilﬁty of the man=-
agement.

The following summary shows to what extent the expenses of the Bank are

subject to the control of the mansgement.

Estimated
for
1920 1921 1922
1. Subject to complete control:
(Activities which the managemert P ) .
may establish or abolish) 3 489,748 .41 3 599 036,88 $ 585,219,862

2, Subject to control limited to the
enf orcement of efficient and
economical operation: .
Inkierent in banking operations 4,894,405.39  5,425,845.02 5,086,981 .61
Incurred as Fiscal Agt. of U. 5. 1,521,164.40 698,351.96 376,857 ,13
Incurred as Depositary of U. S. 148.,006.06 141,224.92 138,614,110

3. Not subject to control:
(Assessment of Federal Reserve
Board, Cost of Currency, Gold

Shipments, etc.) 1.375,350.04 1,719.490.73 1,080,932.00
Total of items 2 and 3 - 7,938,925.80 7,984,912.63- _6,683,384.84
Grand Total 8,428,674.30 8,583,949.51 7,268,704.F¢€

It is clear from the foregoing that the problem of imcreasing the
efficiency and economy of operation of the Federal Reserve Bank of New York requires
that the following steps be taken:

1. A review of the various activities wholly under the control
of tha management for the purpose of determining =

(a) Wnether each activity is desirable and necessary
in order to safeguard the resources of the bank
and to render satisfactory service to member
banks and the U. $. Government.

(b) Whether the scope or extent of each activity is
inadequate, adequate or developed beyond the
needs of the service.
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2. To examine in detail the methods and procedure carried on
in every department, for the purpose of establishing and
maintaining the most economical and efficient operation,
Since the bank hae no control over the yolume of tramsactions in the
operating departments, the problem becomes one of reducing the unit cost of 6per~
ation to the minimum that is consistent with cafety. The economy of operation

of these activities coan only be shovm on the unit cost basis, as it is conceivable

that even on a lowered unit cost the total expense might increase due to an in-

creased volume.

PROGRESS ALREADY MADE.

Early in September, 1920, the question of making.an intensive etudy of
the operatione of the bank with 2 view to increasing efficiency and obtaining
further economy was discusged informally at a Managing Committee meeting, and on
September 28, 1920, a definite prozram for undertaking thie work was prepared. As
ae result of this proposal, the Managing Committee appointed three officers to
conetitute a Committee on Procedure, which began work in December, 1920, and has
completed the fellowing surveys:

Methode of Handling and Accounting for Securities
Discount Department

Standardization of Positions, Gradee and Salaries
Organization

Certificates of Indebtedness Department
Government Bond Department

Country Collection Division

In addition to the above, the following miscellaneous work hae been
finiched:

Special Analysis of the Expenses, prepared for the use of the
Governor at a hearing in Washington before the Joint Committee
on Agriculture.

Preparation of a plan for the establishment of a reasonable book

value for the new building and also for providing. for de-
preciation, J '
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At the present time the following surveys are in progress:
Cash Department
Mail Teller's Division
Statistice Department
Examination of various dgpartimental and general reporte
for the purpose of (1) standardizing thoee that are
essentiel and (2) eliminating those that are unnecessary.
y s ey made, it has been foun at material eavinge could be
In every survey made, it has been found that mat 1 .eaving 1d »
made in operating expenses without reducing necessary cafemuards; in fact, in a
number of casee it has been possible to establish a more economical procedurs,
which at the eame time increased the safety of operation. The following schedule

ie presented, chowing those departmente in which surveys have been completed and

the expenditures for 1921 compared with the estinated expenditures for 1922,

1921 1922
Securities Custody Division $114,729,28 $145,767,62%
Securities Department 74,375,64 625313 3T
Bills Digcounted Division 134,003.77 101,567 57
C. of I. Department 114,324,311 74,265,35
Government Bond Department 457,553.19 233,446,87
Country Collection Division 303,410.79 269,409.35

$1,198,396.98 $ 886,790.13

Net Decreace 311,606 .85

It mact not be inferred that the larse savinge cshown in the schedule are
due eolely to improvemente in procedure; as é matter of fact, the greater part of
it is due to a reduced volumé of work in certain Fiscal Agency divisione and
in the Bille Discounted Divisién. Moreover, the improved procédure wae not in
operation in any of the departmente for the full year 1921.

It should also be stated that important additional eavinpe in the oper-

ation of the above departmente can be made if and when certain additional rec~
ormendations made have been adopted and put into effect. For example, important
improvemente have been proposed relating te the operation of the Government-Bond
Department which are

*This increace resulted from thie division taking over the receipt and
delivery of sscuritiée formerly handled by Bille Discounted Divisicn

o and the Securitiee and C. of .I. departmente.
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awaiting the approval of the Treasury before they can be put into operation,

In many cases the operating officers in charge of those departments
under survey have taken a leading part in reducing expenses of operation. The
most notable exemple of this effort occurred in the Government Bond Department.
During fhe year 1921, the payroll was reduced $200,899,52, ' This reduction was
mede possible by a reduction in activity and volume of work, but could not have
been effected unless the operating officer in charge had accomplished important
constructive results consisting chiefly of consolidating 14 sections into 8
sections, and a reduction in personnel amounting to 143 persons,

There have also been numerous cases of reduction in expenses through
more economical operation effected by operating of ficers in departments that
have not yet been surveyad by the Committee on Procedure. The most notable
example of this has occurred in the Check Department, in which in the face of

increasing volume of work the total cost has been reduced as follows:

Estimate for

1920 1921 1922
Check Department $985, 953,22 $961,372.73 $879,161,86
Transit Division
Total number of items 55,839,481 63, 394, 784
Cost per item 0095 . 0086

Other departments in which similar results have been obtained are:

Estimate for

1920 1921 1922
Collection Department $497,942.70 $535, 501,42 $493, 901,94
Accounting Department 345, 327,11 332, 204. 33 314, 356.29
Auditing Department 298, 747.29 254, 864,94 221,093.71
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Standardizetion of Positions  Grades and Salaries.

A standardization of positions, grades and salaries of the employes of the
bank has been approved by the officers and by the board of directors and is now in
effect, having been used during the month of December as e guide in connection with
the adjustment of salaries for the year 1922. The main results that have been
accomplished by this standardization may be briefly enumerated as followsg

1. The appraisal of every position in the bank on the basis of
its responsibilities and requirements in the light of market
rates for clerical labor.

2. The disallowance of suggested increases in salaries which are
already at or above the maximum established for the position,

3. The adoption of a comprehensive method of consideration of
salaries for the whole bank once a year and the facilitation
of the work of the Salary and Promotion Committee.

,4. The establishment of detailed specifications for the duties end
qualifications required for each position, which serve not only
as an aid in hiring, transferring and promoting employes,. but
also give the employes specific information as to the requirements
that must be met for promotion. :

Orpanization.

During the past year certain important imprevements in the organization
of the bank have been adopted which should make for greater efficiency namely:

1. Executive management has been estsblished throughout the
whole bank, that is, the prineciple of departments report-
ing to the Managing Committee has been discontinued, and
in its place the principle substituted of each department
reporting to a Deputy Governor.

2, Ihe departments are now grouped under the four deputy governors
according to the relationship of their operations.

3. The Administration and Accounts functions have been placed under
one Deputy Governor who has sole responsibility for the control
of expenses. (Mr., Sailer)
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Meetings of Officers in respect to the Control of Expenses.

On June 13, 1921, Governor Strong called a special meeting of officers
for the purpose of considering the reduction of expenses. On September 16, 1921,
a second meeting was held for the purpose of reporting as to the progress made end
for formulating further plans toward economy. Every department of the bank was
represented and each officer made a report stating what had been done and what it
was proposed to do in the department for which he was responsible. Early in Decem-

ber, each operating officer was required to prepare an estimate of expenditures for

)
the calendar year 1922. These estimates wre reviewed by Mr. Sailer. It is planned
that, in the light of actual experience, revised estimates will be mude at stated
intervals during the calender year 1922. On December 19, 1921, a third meet;ng

was held to consider the estimates of expenses for the year 1922.  Each officer was
impressed with the importance of not merely keeping within his departmental{estimatea
but of effecting further savings, and was directed to make a specific report on

Feb, 1, 1922 of what plans he proposes for reducing expenses in his function or

department.

STEPS THAT REMAIN TO BE TAKEN,

In order to bring thé.constructive work to @ successful conclusion, the
following steps remain to be taken:

1. The completion by the Committee on Procedure of the surveys of depart-
ments and divisions of the bank.

2. The elimination of unnecessary and inefficient employes as fast as the
full facts are determingd.

3. The continuation of periodical officers' meetings for the purpose of

considering the control of expense and the elimination of waste.
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4, The preparation of new estimates for the calendar year 1922, in
April, in the light of the experience of the first quarter, and again in July
,in the light of the experience of the first half year,

5, The review of the monthly statement of expenses so as to compare
the actual expenses with the respective proportion of the estimates for the
year,

Finally, it is the purpose of the Deputy Governor in charge of
Administration and Accounts not only to pass upon the daily requisitions for
labor and supplies but te review with the céntrollers and managers their

monthly expense accounts with special reference to the estimates for ths year,

PLANS ADOPTED FOR EFFECTING COOPERATION BETWEEN
THE TWELVE FEDERAL RESERVE BANKS !

In November of last year, the Federal Reserve Board appointed a Com-
mittee on Efficiency and Iconomy consisting of two members, namely, Messrs. Miller
and Mitchell, and formed a supplementary committee consisting of Mr. Wills,
Chairman and Federal Reserve Agent of the Federal Reserve Bank of Cleveland, and
Governors Norris and Calkins. The Board also directed that each Federal reserve
bank appoint a committee of its own to undertake the work of establishing more
economical and efficient operation, and also that each bank appoint a representa-
tive charged with the duty of effecting cooperation with the other eleven banks.
Ii is understood that these twelve representatives will meet periodically for the
purpose of discussing the progress and plans of the work. 1In taking this action,
one of the chief purpeses of the Board was to establish a standard expense analysis

throughout the System so that comparative information could be produced.
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FEDERAL RESERVE BANK

OF NEwW YORK

January 23, 1922.

j e

Dear Governor Strong: CD“ /QNLWQ'

I take pleasure in enclosing for gour use six copies of the
geventh annual statement (circular No. 432) of condition of this bank
et the close of its fiscal year, December 31, 1921, and of the Profit
and Loss account for that year, showing the disposition of net profits.
Copies of the statement have been forwarded to our directors and the
governors of the other Federal reserve banks; also to the members of
the Federal Reserve EBoard, Mr. Gilbert cof the Treasury, and lir. Paul
M. Warburg. .We have given the matter of its arrangement a good deal
of thought, and I trust it will meet with your approval.

I am also enclosing a memorandum respecting efficiency and
economy in the operation of the Federsl Reserve Eank of New York, which
was submitted to our directors at their meeting on January 13. After
going over it our board, I am sure, was satisfied that the officers
were doing everything they reasonably could te bring about efficiency
and economy in the cost of operation.

You are, I hope, rapidly recovering from your recent indis-
position and I trust that you may soon be back on the job with a large
amount of "pep." If you have not already seen them, you may be interested
in the enclosed cartoon taken from yesterday'emrimes:and the Harriman Eank
advertisement which appeared in the”Times"to-day.

l Cordially yours, s
ﬁiﬁ%éc;gﬁlefélzgﬁélm Hotel, ﬂ 4 (/\/
Atlantic City, N. d.

Encs. (9)

Federal Reserve Bank of St. Louis - = ~ = —
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VMAYOR KOHLER
WHO CAME BACK

Jleveland’s Chief Executive Still Upsetting Predic-

tions and Precedents in Conduct of His

-l
3 By W. M. TUGMAN.,

LITTLH less than nine years
ago, March 18, 1013, Fred Koh-
ler walked out of Cleveland's
- City Hall, repudiated as a public

officlal, He had fallen from the
gh position he won in ten years'
rvies es Cleveland’s * Golden Rule "
alef of Police; *“the best Polica Chicl
. America,” Theodore Roosevelt had
led him once,

man, whose efficlency and hon-

ity in police sdministration had con-
ibuted much to the success of Tom L.
ophnson's administrations as Mayor had
:8n broken on grave charges involving
(s personal conduct. Johnson had died
ad Newton D, Baker was Mayor of
lsveland in 1918. Baker, although ex-
regsing admiration for Kohler as a Po-
ce Chief, had felt compelled at last to
cqulesce in the charges.

So thers was a long-drawn-out trial
efore the Civil Service Commission.
harges and elaborate specifications now
Imost forgotten were aired publicly in
he court and warmed over daily in the
ewspapers. And in the end Kohler was
sund gullty and dismissed from the
olice force, compelled to surrender his
adge of authority and retire into pri-
ate life.

Xohler had declared all through his
rial ‘that he had been *‘ jobbed ' by his
nemies, but even so0, he caused a good
nany people in Cleveland to gasp by de-
lering within an hour after his ‘dis-
alssal that he would seek vindication
W goilng into politics.

* Some day,” said Kohler, ‘* the people
il elect me Mayor.”

That declaration sounded a blt too ex-
rem® at the time. Every one in Cleve-
ind knew Kohler for a man of unusual
eétermination, but it is doubtful if even
s most sympathetic friends believed
8 ever could make good.

His Prediction Came True.

On Jan, 1, 1922, ¥Fred Kohler walked
fek into Cleveéland's City Hall and took
ge oath of office as Mayor.
Aside from all questions as to the
ficial and personal merits of the man
nd these questions are being debated
Cleveland now, more than eyer),
ohler’s title to fame as a fighter is
sured. Whether Kohler's achieve-
ents either as Police Chief or as
ayeor. are long remembered or not, his
come-back " will remain one of the
ost interesting and in some ways gne
! the most inspiring events in Cleve-
nd’s history.
His dominating personality will not
yon ‘be forgotten, and therefors it is
Digitized fordF RASERr briefly who he is
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sensing the galning strength of) the man.
sanctioned his nomination for County
Commissfonér. Bven with this backing
lie was defeated, but he ran so strongly
that his place as a candidate to be reck-
oned with was assured. In 1918, Kohler
was elected County Conumissioner, and
in 1920 he was re-elected, in the latter
case polling a’plux’ulily far beyond that
polled even k¥ the rest of the Republican
ticket in the landslide of that year.

But when, in the Summer of 1821,
Kohler intim4ted that the. logical time
had come ffr him to make good his
nine-year-old declaration to run for
Mayor, he found the Republican ledd-
ers skeptical and elusive.

“ Kohler may get by as a Commis-
gloner, yes, but as a Mayor? Well,
that's a different proposition.”” So Tan
the talk among the shrewdest ieaders.
Besides, they already had a candidate
in Wiliam S. IPitzGerald, then Mayor.

And then Kohler announced that he
was «going. to run anyhow. He added
to this the startling announcement' that
he did not propose to make a single
campaign speech or bpromise, except
the promise that he would be as effi-
clent a Mayor as he had been a Police
Chief, and that his campaign would be
a, personal house-to-house canvass of the
men and women of the e¢ity,

As usual, Kohler adhered strictly to
his word. His activities during Sep-
tember, Oectober and the week preced-
ing Nov. 8 were more orless a mystery,
“ Still ringing doorbells,” was the sub-
stance of his daily bulletin. But scouts
of the two major parties began to report
Kohler gains of alarming proportions.

And almost in unison the fire of the
two major party candidates and the
four minor independent candidates was
turned on Kohler, and it was a galling

fire of ridicule and vituperation. Koh-
ler made no answer.
At midnight, Nov. 8, the derislve

smiles with wirich old-line political lead-
ers had watched the Kohler campaign
were turned to wry expressions of cha-
grin. Xohler had a clear lead of 4,500
votes over FitzGerald, the nearest can-
didate, and his eclection was’' eonceded.
In analysis it might be determined that
Kohler's vicrory was not the result of
his own popularity so0 much as the de-
sire of Cleveland voters for a complete
change from ihe haplazard methods of
administration under either major par-
ty which had plunged the city heavily
into debt, demoralized all city services,
particularly police protection.' But the
fact. remains that Kohler was elected.
His last pre- electi'on remark had been:

A 'J he morning of Nov. 9, the polu.e of

Office—F ulfilling Promises

the elty to ald him In choosing a Cabi-
net, & procedure hitherto unheard.of in
Cleveland politics,

 With the “co-operation of thé Bar
Associatlon he obtained J. Paul Lamb,
an attorney of more than usual promi-
nence, for Law Direcior. With the ap-
proval of the Bankers' Club he named
G, A. Gesell, Secretary of the Civic
League, and a leadling critic of financial
policies under previous Administrations
for Finance Director. Ile appointed John
0. Maline, manufaleturer, a man with
engineering training, Director of Public
Service, and Arthur B, Roberts, another
business man with a technical training,
Director of Public Utilities. And all his
other appointments ®ere made after an

wKohler had !ssued & warning that ¢

taking offiee he would elininate a.l.l;jo]
and empleyes not fmm A'-tely r'eﬁulrc
for the operation of ei..  svices.
bad issued 4 warning also that all eli
employes would be expected to be |
thelr pests at Bi0 each inorning ai
that they would be expected to ke
busy till §5:80 sach evenir  nstead
quitting at 4:30 ns they had heen a
fowed to do under presgus Admini
trations,

Jan. 1, the day Xohler was sworn |
was & Sundasy. Monday was a leg
hellday. ‘Tuesdgy morning Kohler a
rived promptly at Bi30 to begin re
work, and it was a tvibute to XKohler
reputation for keeping his word that a
most without exception the rank and fi
of clty employes arrlyed at Clty Ha
that morning before he did. Kohler
first act was to give department’ an
diviston chlefs forty-eight hours to pr
pare llsts of all employes they belleve
dispensable, and by Thursday evenir
more than 700 employes had been elim
nated from the payroll. Xohler the
called for furiher reductions by
process of consolidating jobs within
partments.

In the meantime, hosts of jobsceke
were sterming City Hall in the firm co’
viction that Kohler was firing eerte
people only to make room for !
friends. They were destlned to disz
pointment. o

Kohler personally talked with @ eve
applicant, listening patiently and Kind
to each recital, but directed each app
cant to '‘see the proper departme

examination of the training and charac-| head ™ with the reminder, however, t
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d MISC, 4.1-30M 10.21 FEDEg:LN:\iSiROVREK BANK ‘ “ : “E'; » &li\ﬁi_
O: “ICE CORRESPONDENCE L i it
lar. Strong, ;Umm: DINNER TO GENERAL DAWES. P
FR‘QM J. H. Cesse. A

We have to thank you for & most enjovable party last Fridey night, and our
only regret was that you were not with us. lhtlé I had hoped to have three of the
directors present, the party finally resolved ité%lf into one of officers only. besides
myself, the following were at your table: Iessr&. Kenzel, QOakey, Hendricke, Mason,
Bowers, Higgins, Barrows, Crane, Gidney and.Dodgﬂ.;‘At the lanheniﬁute Mr. Morris

could not come.
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FIFTEEN NAssAU STREET
NEW YORK

March 15, 1923.

Dear Governor Strong:

Glad to have your telegram telling us of your safe arrival and comfortable
surroundings. I hope you will continue to like it and feel sure you will rapidly
recuperate there.

Following are some of the high lights of last week:

At the meeting of the board of directors yesterday there was & continuation
of the discussion in which Dr. Miller participated at last week's meeting regarding
the advisability of earmarking some part of the gold reserve as likely to be withdrawm.
There seems to be a unanimity of opinion as to the desirability of doing something to
indicate that at present the reserve percentage does not reflect the volume of avail-
able credit. The only difference of opinion is as regards the means to be employed.

The directors have authorized raising the maximum policy under the employes
group insurance to $5,000. The amount of the additional insurance on the lives of the
112 employes, including officers, receiving at the present time more than $3,000 a
year will be approximately $14§,000, and based on last year's experience when the
premium refunds amounted to 36% of the gross premiums of about $32,000, the additional
net annual premium is estimated at approximately §715.76.

The Federal Reserve Board has returned to us the Glass speech list we sent
down in response to the Senate resolution. The Board did not submit the lists but
wrote the President of the Senate on March 3 pointing out the difficulties in the way
of submitting them. This is an encouraging bit of news.

New issue of Treasury certificates. Our quota, $135,000,000 was over-

subscribed last night by about $70,000,000, of which exchanges amounted to $15,000,000.

A majority of the subscriptiong and exchanges are for the year maturity. Subscriptions
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-2 8/15/23 Governor Strong

Y  loged last night.

P aa
q b

The last Clearing House statement showed a decrease in loans and
investments of about $60,000,000 and a substantially similar fall in deposits.

Money rates continued to display a firming tendency.

Treding on the stock exchange was in a smaller volume than in recent
weeks, with a tendency towards lower prices. '

After reconsideration of the method of paying officers' salaries, it
wes decided to continue the new practice of paying by cash.

lir. Schneckenburger viesited the bank last week and reported that affairs
were going along smoothly at the Branch,

lir, Oskey has tendered his resignation as auditor, effective May 1,
end the choice of his successor is now being considered. Mr. Rounds is being
thought of in this connection. He is perhaps our one best bet.

I am planning to take Mrs. Case down to Virginia Hot Springs tomorrow
and spend & few days there with her so as to be in good shape for the Governors

Conference.

All send kindest regards end best wishes.

Mr. Benjamin Strong,
Cragmore Senatorium,
Colorado Springs, Col.
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April 4, 1928,

Dear Governor Stronsz:

Here I =m back on the job azain after a very dellghtfu! week spent at
Virginla Hot Springs, and the following momewhat strenuvous week spent im fashington
sttending the Governors Conference. Everything west off fairly emoothly, Gevernor
ZeDougsl serving very acceptably =s chairuan, snd ¥r. Barrows serving sost efficiently
ag secretary of the comfom. ir. Barrows will wundogbtedly, within the ec-urse of
s few days, send you @ copy OF his minutes, which will tell you pretity much the Qoh
story. The following, houu;, wao or two of the hirh epotay

{a) CREDIT POLICY iaD.RATEs oF DiISCOUNT -

Owing to the abeence of dr. Platt, who was away gttending the
funeral of ¥r. Campbell, the new Board zesber, the Board iteelf
did not meet wiitli the conference uwntil Thursday, snd veried from |
their usual cuetom in failing to take up and discuss with us the il
quesiion of credit poliey or rstes of discount. The coaference '
appointed a committee to deal with these subjects for it, snd I

am encloeing, herewith, = copy of the committee's report, bearing

the date of darch 28. It was trsnemitted to the Board in the

hope that they would give scme publieity to the suggestions and
recoxmend:tione of the Covernors Conference. What they did do

was werely to publish the first pursgraph, end deleted some of

that .

(b) OPEN WARKET OPERATIONS,

The Federal Reserve Board tranemitted to the eonference eopy of
the resolttion sarked X-8675, dealing with open market operzticame,
and starting off with the Pollowing parsgzraph:

* Whereas the Federal Reserve Soard, under the powers ziven it
in Sections 13 snd 14 of the Redersl Reserve Act, has autherity
te limit and cthorwise deter-ine ths securities and investnents
purchssed by Federal Heserve Baaks.™

Governor Harding took issue with the Board on this statement, and
a«fter a short verbal battle with Dr. Miller succeeded in ecoanvineing
the Board that the ket did not specifically give thes authority te
"limit snd otherwise deternine open market opersticns".
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//. t :
' The resciution was accordingly modified and wse approved by the
f confersnce in the for: =28 shosn by the enclosed copy.

Tou will observe that the Committee of Governore on the Centralized Eseou-
tiom of Purchases and Sales goee into the diseard, »nd that & new emibbﬁl was flbm '
to be hnown ae the "Open Market Investment Cormittee for the Federal Heserve System",
the perscanel to resmein the same. We are planning to have e meeting of the MM
at the Ulevelsnd bank on April 15, sc if youw have sny sesseges or negyﬁl@ t&
couvey to the members of the comnittee, end will edi¥ise we, I shall h‘gi.a.é tahﬁo
medive throwgh whom they are transmitted. ' A

| % had an interesting discussion about the importance to the aemntrrn
the Few York Call Loan arket. During the discuseion Mr. Criseinger mntd '&pu
the unuenal abil ity ahown by Cleveland im clesning uwp and improving their puitioh 80
much in advance of the other banks. It may have beenm & bit mesn in me, but I suggested
that the way te clegn up the community wes not to dusp yowr rubbish in your sext door
neighborte yard., I think Fancher csught the point.

The report of the Pension Committee wae sgain wnsnimously approved by the
conference, I do mot know that the Boerd will take sny different sction in rerard te it.

Dr. ¥iller discussed with the conference his new plsn for stating the
reserve position of the Federal Heserve Banks, which did not receive sny sympathy from
the conference. Hr, Jay, § t}:;ink, bsd really dampened Miller's enthusissm by &
rather strong letter written to Hiller the nicht before.

In sddition to the redemption of $60,000,000. March 16 securities from Bhe
Federal Heserve Bsmke, iir. Gilbert appesred before the conference snd stated th;t
owing to the new system of tax receipts they were over in money, snd that they would
be zlad to redeem now, the $52,000,000. June 15 securities. The benks, without
exception,agreed to this egggesvion snd turned them in , so that the holdings of
Goverazent eecurities have been reduced by sbout §$110,000,000, in the lsst three weeks.

The gross smovat is down to $230,000,000. The Treasury has written us a letter
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for Strong & bpril 4, 1928.
. Pl
~ offering to redeem st the market $10,000,000. 4 1/4¢ Tressury notee of 1926 which
we now hold. /s these were obtained on 'a4:10 basis, and the msrket to-dsy is
spproximately 4:75 we decided not to uecept the Treasury's offer, becauge indoing
g0 we would have s loss of something like §$190,000. ‘
There wes & bully editorial in the Hew York Evening Post of last night
which I em enclosing for your perusal, and I am elso seanding s menorandum showing
the incresse in tox receipts which took pluce in this city, district and coumtry.
I enjoyed very wueh looking cver your letter to Nr.Young, snd expect you
will be a resl”radio fan" before &ong.

With best regards, I am

Faithfully yours,

Benjamin Strong, Esq.,
¢/o Cresmere Scnatoriue.
Colorado Springs,
Color=do.

g ?
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FEDERAL RESERVE BANK

OF NEW YORK

April 17, 1923.

. i le M 1@
Loose in file ™
3

Dear Governor Strong: o

P

The first meeting of/}ké/;ew Open liarket Investment Committee
wae held at the Federal Resg;ig[éank of Philadelphia last Friday and we
had a very interesting ggﬁé;rence. The story can probably best be told

V%

in brief by the mingpé; of the mseting, a copy of which I am encloesing.

I hope you will find them interesting and that the action taken will gen-
erally meet with your approval. It seems to me that the idea of having
a committee whose business it will be to keep an eye on all open market
transactions for the System as a whole is a step in the right direction,
and I am hoping that it may be possible to operste it to the satisfaction
and benefit of all concerned.

Jay is down in Washington trying to stir along the Crissinger
matter but from what he just told me over the telephone, it is slow in
develogiﬁg.

I shall hope to write you more fully in a day or two.

Faithfully yours,

Benjamin Strong, Esq.,
C/o Cragmore Ssnatorium,
Colorado Springs, Colo.

Enc.

http://fraser.stlouisfed.org/
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CLASS OF SERVICE | SYMBOL

[ Telegram

(L Y Blue

_‘3“», . message Nite
ight Letter NL

If nor~ of these three symbols
appea. lter the check (number of
wor=) this is a telegram. Other-
wi. 3 character is indicated by the

‘__%lghol appearing after the check,

WESTERN,

TEL

NEWCOMB CARLTON, PRESIDENT,

WESTERN UNION
\ )

GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT

CLASS OF SERVICE | SYMBOL
Telegram
Day Letter Blue
Night Message Nite
Night Letter NL

1f none of these three symbols
appears after the check (number of
words) this is a telegram. Other-
wiseits character is indicated by the

symbol appearing after the check.

RECEIVED AT 17 E. PIKES PEAK AVE., COLORADO SPRINGS, COLO.

\A2u2 85°1/70 |
CO NEWYORK NY'19 540p
EENJANIN STRONG 244
CARE CRAGMOR ' SANATORI UM COLORADOSPRINGS COLO

s )
925 19- P14 10

-

SCHNYDER OF EERNE WIRES HE MAY NEED CREDIT HERE OF FOUR MiILLION

DOLLARS TO EE USED BY HIM IN STEADYING HIS EXCHANGE SHOULD THIS BE

NECESSARY AS RESULT.OF USE OF THE CREDIT RECENTLY GRANTED BY HIM
TO HiIS NEIGHBOR. ON THE NORTH STOP HE: INQUIRES | F WE WOULD MAKE

THIS ADVANCE . PRESUVMABLY AGAINST . GOLD ALSO WHETHER AS ALTERNAT I VE
HE COULD SELL SHORT ‘TREA'SOFYE 4P LS EHERE 5T OPETH INKL EATRBRAPRACT | CA BLE
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_ {ESTERN

.| Nite WESTERN UNION

S

=

o, _.t@r N L

{ 1 107> of these three symbols i
* v iter the check (number of
{ 0=\ this is a telegram. Other-

wi. s character is indicated by the

symbol appearing after the check. NEWCOMB CARLTON, PRESIDENT GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT

CLASS OF SERVICE
N l N Telegram
Day Letter

SYMBOL
Blue
Night Message Nite
Night Letter NL

If none of these three symbols
appears after the check (number of
words) this is a telegram. Other-
wiseits character is indicated by the
symbol appearing after the check.

RECEIVED AT 17 E. PIKES PEAK AVE., COLORADO SPRINGS, COLO.

VA242 SHEET . 2

s of
923APR 19 PU 4

EUT WOULD LI KE YQUR. VIEWS bh,QUESTlON OF  POLICY AND DESIRABILITY

OF OUR MAKING LOAN
CASE .
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FEDERAL RESERVE BANK

OF NEwW YORK:

April 20, 1923.

Dear Governor Strong:

Referring to my telegram yesterday regarding the cable-
gram from lr. Schnyder of the Swise National Bank, I was forced to
make it rather vague and omit some of the details because I desired
to keep it quite private and confidential. Accordingly, I am
sending you a copy of the cables ffom Mr. Schnyder, together with
a copy of our cable reply to the Swiss Bank, which was sent out
to-day after consultation with Mr. Jay and Mr. McCarrah. I also
spoke to Mr. Platt about it over the telephone and a copy of the
letter which I have written to him to-day on the subjset is enclosed.

Faithfully yours,

/Z' ot U\
/ )

J. H. CASE,
Dsputy Governor.

Benjamin Strong, Esg.,
C/o Cragmore Sanatorium,
Colorado Springs, Colo.

Enecs.
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REVIEW OF RERIODTGALAS I, (v_g,J/

Federal Recerve Bank of New York, Reports Department

Tol, IV: No. 20 April 10, 1923,

Inquiries and suggestions regarding Review, phone Migs Rose, Autom, 341 - Bell 214
Periodicale may be obtained from Reference Library, phone Autom. 230 - Bell 343

FEDERAL RESEZRVE SYSTEM

What the Regerve Board meeting accompliched
Magazine of Wall Street, 31: pp, 1063-5, 1110-11, 1114, April 14, 1923

The conference between the Federal Recerve Board and the governors of
Federal Reserve banke did not lead to advances in rates, or to any aunounce-
ment of rate policy. The fact that the precent growth of commercial loane has
proceeded without much recourse to the Federal Reserve banks would have renderw
ed a rate increace ineffective, but now that many member banke are nearly lean-
ed up and market rates are advancing, it is likely that advances in Federal
Recerve ratee will not be long deferred, :

It ic to be regretted that no announcement of policy was made, The {
Federal Reserve Board ought not to make a mystery of its intentione or to poet-
pone their execution until the last minute. "It ie a public system, and ite
acte are acte in which the publie is deeply interested, and as to which the
rank and file of the community have a right to be informed," Only by reasonabla
and proper publicity can the System regain the public confidence which has bes
partly lost through the attacks of demqgogic Congregcmen and ex-officeholders.,
The future policy of the Recerve System ies of great importance to the country
and it ie to be hoped that a definite announcement will not be long delayed.

It hac been suggested that a super-recerve of approximately 100 per

‘ gent., gold be placed behind Federal Recerve notes, leaving the remaining gold

to protect depoeits, Then.when the occasion ariges for the redistribution of
gold, the superereserve could be released, The legality, wisdom and success
of this echeme cecem doubtful, The only proper protection againet the ine
flationary dangere of our gold holdings is a courageous and prompt policy of
credit control by the Federal Rescerve Board, or a policy of celf-restraint
on the’part of banke and all users of credit, or, even bstter, a combination
of both, resulting in keeping advances down to a level eacily csupported by
our normal eupply of gold,

ECONOMIC AND FINANCIAL CONDITIONS

Security iscues in Ffranee and in variocue countriesg, M. Galmiche

Bulletin de la Statistigue Generale de la France,-XII: pp, 197-221, .

January, 1923,
At the conclusion of a comprehencsive study of security issues in
France and in other countrieec eince 1907, the writer combines the resulte of
hig investigations in a comparative table, converting into gold france the
value of stocks issued in nine different countries between 1907 and 1922,
The United Kingdom, in epite of ite importance, is not included in thie table
(Continued)
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FEDERAL RESERVE BANK
OF NEwW YORK

April 21, 1923.

Dear Governor Strong:

It is Saturday afternoon, and I just want to send you a few lines before
beating it for the golf course.

Your telegram giving your view on the Swiss National Bank proposal just
filled the bill. I sent you yesterday copies of the cables exchanged with Nr.
Schnyder, and I am now enclosing a copy of the cable received from him this morning,
which completes the picture. I brought this matter before the Executive Committee
Thursday in an inforwmal way, and found some reservations in the minds of Messrs. Young
and McGarrah as to the desirability of our making such an advance as that suggested by
Mr. Sehnyder. I think the deterrent factor in their minds was that credit was being
extended to Germany by the Swiss Bank. As a result of this inquiry I have asked Jay
Crane to give this matter some flurther thouwght, end to prepare for me a little brief
on the general subject of advances to foreign banks of issue. The formal arrangement
which we have entered into with these banks does not allude to this subject in any way.
When Crane has prepared this I will send it along to you to get your ideas on the sub-
jeet. My own thought is that perhaps it will be well for us to have a bit of corre--
spondence with the Bank of England about it, and , after we have agreed on a suitable
program to then recommend a course to the Federal Reserve Board so that if future pro-
posals of this sort come to us we will be in a position to deal with them promptly.

Jay has doubtless written you fully with regard to-discussions we have had
with our Directors on rate policy. I have been one of a limited number , that, during
the past few weeks has had a pretty firm conviction that our rate should be advanced to

5%, but apparently I am in the minority and the view-point of our Directors is that
business has one foot on first base and that they are not likely to be caught off again
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in the immediate future, a view to which I do not subseribe.

igitized f

fR E % i
tp://fraseZ@\?%g 8rg)s an?‘ orlum,
deral R eB f§m‘o‘g&%§x Colorsado, " e L e -

My feeling is expressed in the accompanying memorandum on credit poliecy
which I submitted to the Directors at the meeting last Wednesday. Them too, I believe
that the present Clearing House rule which automatieally requires our banks to pay a
higher rate of interestondeposits, is a very bad factor, and unfortunately tends to
affect the judgment of some of our city bankers in this regard. For inafance, George
Roberte of the City Bank told Mr. Snyder a few days ago that he felt that a slight
increase in our rate here was over-due, but that, confidentially, some of his associstes
down stairs were opposed to such an advance on account of the additional cost to the
bank in the way of interest on deposits.

Gilbert has been spending the pest week in Asheville, but exﬁects to be
back at his office on Eondey. I think you will be interested in the exchange of
telegrams which I‘had with him on thé 17th with respect to further liquidation of
Federal Reserve bank holdings of Government securities, and am, therefore, enclosing

copies of them together with & copy of my letter of April 18th. Onthe 19th I received

a wire from Gilbert stating that he was prepared tc redeem, on Tuesday next, all Sept-
émber certificates now held by Federal Reserve banks; so that his withdrawals of de-
posits from banks should be more rapid from now on.

The situation in the Federal Reserve Board is to be further complicated by
John R. Mitchell's retirement in the near future. Governor Harding was in this morn-
ing and seems to think that the President would appoint some banker from the south,
preferably from the state of Texas. Verily the plot thickens!

I hope everything continues to go well with you, I éertainly detected =
good deal of "pep and punch" in your prompt reply to my telegraﬁ about the Swiss cable.

With best regards, I am,

Very cordially yours, l/

A0

Bengamin Strong, BEsqg.,




MISC.34.1 40M 4-5-22

FDERAL RESERVE BANK ‘ TO BE MAILED

OF NEW YORK -~

CONFIRMATION OF TELEGRAM

W HAVE TODAY TELEGRAPHED YOU AS FOLLOWS!

April 24, 1923

Ben jamin Strong
Cragmore Sanatorium
Colorado Springs,
Colorado.

Have just learned from Platt that Boston benk has applied to Board for
permission to establish agency in Cubs and that State and Treasury departments
interpose no objection stop Understand Board proposes to heve hearing next
Monday to which representatives from New York Philadelphia and Atlants will

be invited stop W.P.G. had one for day when I tried to resch him on tele-
phone for further informetion stop Will write but mesnwhile would appreciste

expression of your views.

e ‘ CASE

<

Chg. to Fed. Res. Bank.
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3 % , DERAL RESERVE BANK
' ' \J“r J OF NEW YORK
\ ‘f:}(\\:g April 28, 1923.

Dear Governor:

I have been trying to find time these last couple of days to sit down
and write you a gossipy little note about some of the things that are going on
here in the bank. I have enjoyed very much the little notes from you which
keep popping up on my desk every little while because I am sure that they mean
you are beginning to feel much better and need some outlet for some of your pent
up energy.

To begin with - In a recent note you expressed regret that the Board
had discharged the committee on centralizsd execution of orders. Mr. Jay and I
have both felt that this was a constructive move. If I understand the attitude of
the Board, it was that this committee had been most useful in accomplishing a good
piece of work in bringing about a gradual reduction of Federal Reserve Bank hold-
(::) ings of Government securities, and that, therefore, it should be equally helpful
to put their other outside investments, - prineipally the bill holdings, - under
the same umbrella. You, no doubt, will read in the stenographic record of the
diseussion at the Governors Conference at the time that this was brought up.

b As a result of that talk, one point was made perfectly clear, and that is that the
law does not give the Board express authority to limit and otherwise dictate the
amount of such investments, although undoubtedly if the issue were ever put to a
test the Board could preseribe regulations that would pretty effectually determine
the smount of such investments.

With respect to the selling of securities to offset gold imports, the
record is quite clear that we iseld very much in excess of the gold that has come
in. In this connection I wrote you a few days ago about Mr. Gilbert's request that
we undertake to get the FederalReserve Banks to sell their $36,000,000 of September
certificates. I countered on this by suggesting that as the Treasury was in funds
and as there was an excessive amount of September certificates outstanding, they
take up this $36,000,000 for redemption. This Mr. Gilbert agreed to do and
redeemed the total amount on Tuesday.

)

This puts the Government holdings of all Federal Reserve Banks down to
approximately $200,000,000, against the high point of $630,000,000 a year or so ago.
The remaining $200,000,000 are all Treasury notes, with the exception of about
$35,000,000 of December certificates. The market on short-term certificates has
been guite buoyant for the past week and the December 4s have risen in price from
say 99-1/2 to 99-15/16. The recent purchases of the dealers, I am told, have been
quite generally for European account. If, as and when the December 4s reach par
I think I can prevail upon the six banks which hold the December certificates to
gell them, although in some instances in order to accomplish this it may be necessary
to offer them a further supply of bills.

As you know, our own holdings are reduced to one block of $10,000,000
4-1/4% Treasury notes due in 1926. These having been exchanged for Vietories,
they stand on our books at about a 4,10 basis. If they were to be sold at the

present market (4.65 basis) it would involve an apparent loss of about $180,000
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Governor Strong 4.28.23.

_SERVE BANK OF NEW YORK ... oo.....

_and our officers, as well as the members of the executivs committee, have felt that

y

6

we should not be in too much of a haste to consummate a sale. Yesterday, however,

T received an offer from Salomon Brothers and Hutzler to rent them out for thirty days

from next Monday on a 4% basis, which, after conferring with Mr. Jay, I have agreed
to do.  You doubtless understand that we make ne commitment of any sort, but put
this in the form of a forward purchase which we sgree to make at a date mutually
agreed upon.

I merely mention all this to show that we are steadily working along the
lines that you have in mind, snd I think this is progressing just as fast as it
should. I am enclosing some memoranda Mr. Matteson has prepared for me, which
will give you & picture of what is going on.

As you know, there will be some new Treasury financing anncunced the early
part of Mey, and, as I am plenning to be in Washington on Monday to attend the
Cuba hearing as suggested by the Board, I have arranged te go over the matter of
terms In the new issue very carefully with Mr. Gilbert. At the present time we
are in substantial agreement that a three or four year Tressury note carrying the
same coupon rate as the maturing Victories will just about £ill the bi¥l. 0n
account of the substantial cash balance now on hand in the Treasury, it is likely
that the new issue will be limited to noet more than $500,000,000.

In regard to the Cuben situation, since telegraphing you on Tuesdsy I
have reviewed our files in this matter, and, in the light of your telegraphie reply,
Messrs Jay, Fenzel and I have been giving this subject a good deal of thought with
the result that a memorandum has been prepared which cites the terms of the Aet in
regard to establishing agencies and sets up some twelve points that seem to us
worthy of careful consideration. I am sending a copy of this memorandum to Mr.
Platt, suggesting that, smong other things, these are some points which we feel
should be considered at the hearing. In other worde,I have felt that it might
expedite matters if, instead of having a discussion at random, we could confine
the congideration of the subject to & number of definite and important points,
There is one important angle that should not be lost sight of, and that is that
if one bank were to establish an agency and, in the course of time, put out, say,
$100,000,000 of ite own Federal Reserve notes, it would, in effect, constitute a
loan of that amount by Cuba without interest and would give the issuing bank, say,
$60,000,000 of free gold. Dallas under existing conditions, for instance, might
very well like opportunity of participating in such an arrangement with a view to
getting out some additional FederalReserve notes that would be likely to stick.
Moreover, if the prineiple which we have adopted with regard to giving the other
eleven beanks opportunity to participate in foreign accounts on our books ie sound,
it seems to me that in this instance it is not unreasonable that Boston should
follow this couree.

I had a little chat with Mr. Gilbert yesterday morning, which was mosp
disheartening. He told me that the Secretary had been asked by the powers that be
to suggest & banker from the South to succeed Mr. Mitchell, snd that if the Secretary
found & good man he would be appointed. Mr. Gilbert told me that following the
President's recent visit to New York he had made an offér of the position to a
banker from Tennessee, and that the other appointment would be a dirt farmer from
Kansas. Mr. Gilbert was feeling pretty blue about this, but called me up later
in the zfterncon to say that the Tennessee fellow had declined the offer so that
the post is still open. Mr. Gilbert has asked that we think up the name of some
banker in the South who would fill the bill. This Cuban matter, and the very
fact thet we are constantly having up questione of foreign policy, clearly indicates
the desirability of a banker with an international mind. It is quite a drop from a

Digitized for IRABBRI'E or & Strause to a banker from Tennessee! Now that the matter is still epen,
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, ,drvs BANK OF NEW YORK ... 3. Governor Strong 4.28.23.

~1 hope that ycu will put on your thinking cap and make some suggestions.

Following our discussion about the Swies Bank loan, Mr. Crane has prepared
_ for me the accompsnying memorandum dealing with the subject of loans to foreign
(:jf correspondents, which I wish you would look over and make such auggestions as
occur to you.

I am impressed from time to time with the fact that there are many important
ZE;) guestions coming up, end I greatly mise your advice and counsel. I can only restate
what 1 have said before, that I will continue to give all of these matters the
very best consideration of which I am capable.

I am sorry that my mind does not run along with yours on the subject of
rates. Of course I agree with the principle of having the public mind educated
by means of a statement from the new Governcr,. particularly if I felt that the
statement would be of a constructive character. The simple fact is that I, personal-
ly, very much doubt whether a statement that is censored by his Washington friends
will be constructive or of any real value. I hold very strongly to the opinion that
a rate advance should have been made two or three weeks ago, and my honest opinion is
that we will very much regret that such an advance was not made. You know that you
have preached to me pretty strongly that our discount rate is a language that the
public can understand. In my judgment I think you are wholly right about this, and
I believe that such an advance was justified, and would have been understood in the
light of - {1) existing open market rates; (2) the condition of the commercial banks
of the country which are pretty well loaned up; and (3) our swollen gold basis (which
7 I think may be largely drawn upon this autumn). There ies a good deal of talk about
(if? ' the Federal Keserve ratio being up and that the loan account of the FederalReserve
Banks does not show the need of an advance. I have felt that in such a complex
situation as exists New York should take the initiative and, if need be, provide the
red flash which should be a mild warning that we ought not to go too fast. My
thought is that the present wage increases will presently be translated into higher
prices for commodities, which, in turn, will call for additione to our credit
gtructure. There are nc reserve supplies of funds anywhere abouts cther than by
recourse to the System, and my own feeling is that now that we have let the matter
go on account of Government financing we cannot do anything for the next two months,
end I fear that when it does become necessary to raise our rate we will find our-
gelves in the same relative poesition that we were in in 1919, - that is we will be
charged with not having the foresight to sct in advaence of the flood. I may be
wholly wrong about this whole matter, but this is the way it appears to me.

The wheels have been moving rather rapidly here in the office during the
past week. MNr, Sailer has been out to Cleveland and Yorke, and will doubtless write
you about his trip. @ Mr., Kenzel leaves today for New Orleans to attend the meeting
of the Foreign Trades Council. Mr. Sailer ggw Mr. Harrison on Thursday &and
found him in excellent spirits. The nurses at the hospital gave him a real party
the night before in memory of his one hundredth day at the hospital. I am sure
that we will all be delighted when you and Mr. Harrison have recovered your health
and can rejoin our family here.

My very best to you.

Sincerely yo/@ \ /

P.S. I understand Mr. Barrows has wired you LZL‘JL/4:Q’ZL**7 é;¢~1"””hz”’”
gbout Mr. Willisms' death. We are all /bfmagw i

itized for FRASER terribly distressed about it.
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FEDERAL RESERVE BANK

OF NEW YORK

Saturday Afterncon, 2:30
@«gﬂ 2E LAY

Dear Governor:

Since dispatching my long screed this morning, 1
have just received a cable from the Bank of England, éopy
of which I am transmitting with this, believing that it will
be of interest to you.

As you probably know, Mr. Lemont, of J. P. lorgan
& Co. is leaving for England to-day, with the view of dealing

with the Austrian loan.

Cordially,
Benjamin Strong, Esq., "
Cragmoor Sanatorium,
Colorado Springs,
Colorado.
P. 8, Rudolph Hecht of New Orleans is being considered to replace

Mitchell on the Federal Beserve Boardj/“ t{/
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CONFIRMATION OF TELEGRAM

We have today telegraphed you as follows:

April 8, 1828.

Mr. Benjesmin Strong,
Cregmeor Sanitorium,
Colorade Springs, Celerade.
i, H, #¥1lisme dled this merning. A week ago he suffered a hemorrhsge at Lhe
bagse of the spine induced by high blood pressure and grew progressively weaker

regsining consclouenesa towarde end.

J. H . Cage
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FEDERAL RESERVE BANK

OF NEW YORK

May 2, 1923,

Benj. Strong, Esq.,

C/o Cragmoor Sanitorium,

Colorado Springs, Colorado.
Dear Goverunor Strong:

I am enclosing a letter from lir. Schnyder of the Swiss Bank
w'hich refers to his recent csble about borrowing here to steady his
exchange. Thinking that you would like to see his letter and yet not
be troubled with meking a reply, I am sending it to you together with
a proposed answer which I will sign and transmit if you have no ob-
Jjections. You will also find enclosed a cable from lr. Schnyder about

the Swiss Federsl Railway loan.

Very truly yours,

W (A%
J¢ H. casE,

Deputy Governor.

Federal Reserve Bank of St. Louis



FEDE]:)AFLN%?;E?&E‘K[%ANK ; (TO BE MAILED)

CONFIRMATION OF TELEGRAM

We have today telegraphed you as follows:

May4—1022_

Ben jsnin Strong,

Cragmore Senitarium,

v Colorado Springs, Goloradc.

Washington suthorities appear favorably impressed with spplication of
Harding tc establish agtasy'in.xavun:, Further hearing on subject at Washing—
ten Bonday, next. Several of cur member banks invited to attend. They do not
favor idea of System going into exchange businees.

While the primery purposes of spplication appear to be redemption of cur-
rency and providing through sgency sufficient reserve currency to ensble banke
in Island o releese present high reserves and lend cut money, it is in foram
en application for sgency to deal iﬂetchango. Granting ot‘ag;licatiaﬁluauld
therefore appear to be, as indicated by you, pl&iniy.in éxeeaa of power given
by Federsl Reserve Act to c¢stablish sgencies.

Do you desire to add to views already expressed?
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Q@ FEDERAL RESERVE BANK

OF NEW YORK

May 5, 19253,

Dear Governor:

Thanks for your telegrem concerning Cube. A further
hearing is to be held by the Federal Reserve Board in Washington on
Monday, for which Jay and I have prepared s little brief, copy of
which is enclosed, as representing the views of this bank,

Mr. McGarrsh, Mr..Mitchell of the €ity Bank, Mr. Potter
of the Guaranty, and Mr. Allen of the American Foreign Banking
Corporation are to attend the hearing and oppose the establishment
of a direct sgency for the purpose of dealing in exchange, on the
ground that it is an unwarranted interference #and competition with
other banks.

I am sending George Harrison a copy of this brief, and hope
to stop off in Baltimore to see him tomorrow, and get an expression of
his views.

I am sending you a clipping from Atlanta. and one from
Boston which will show you how seriously this matter is being taken,

Cordially,

Cragmor Sanatorium,
Colorado Springs,

Colorado. /

Benjamin Strong, Eeq., //
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The Fedsru) Reserve Bemk of Hew York desires to present its views and
y. ~ the following considerstiens in regard to the spplication to the Pederal Reserve
Bosrd by the Federal Reserve Bunk of Fosten for permission to establikb an ageney
in Havens, Oubs, under Section 14-B of the Federal Reserve dot.

» 1. 1If the Federal Reserve Board rtum the determinailon that wn agenoy
of a Pedersl reserve bank should be sstedlished in Havens, the Pedersl Reserve Bank
of New York having no desire to establish suoh an agency would be very glad to see
it established by the Reserve bsnk of Bosgton er mny tihw Ressrve bank deeiring to
do se, subject to the provisions of law in operatione udder Mum 14-% under shiech
all Federsl reserve banks sre givem sn epportunity, if they do&rc, to partleipate
in the business undertaken. )

2. At the hearing on this subjeot before the Federal Reserve Hoard om
April B0, 1928, 14 appesred that the sppliostion was made primerily to impreve the
quslity of the paper money now in eirculstien in (uba,ltslso appeared thatbranshes
of imerican banks in Cubs, as well as other banke sperating there might, 1f the
agensy were established, mx Justified in cwrrying & much smaller supply of eur-
repey thapn at presend. Our informatieon lsads us to belisve that the banks would
thereby ssve mapy hundreds of thoussnde of dellsrs n year.

It further uw that it might be ultra vires for the Federsl Reserve
Bosrd to grant an spplication for the sstablishment of en sgenoy for currency pur-
poses alope, since Sestion 14~E doss mot include earrylng s reserve of curremey,
and the fosuing snd redesming of curremey smong the purpeses for which s Federal
reserve benk may esteblish ap agensy in x foreigm country. |

The spplicstion therefore takee the form of a propossl 0 ostablish an
agenoy in Havens for the purpose of dealing im exchange, ;resamably for thess twe

reagonasl
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“aF (a) Iz order that it may comply with the provisions of
Ssetion 14-% under whieh sush an sgency may be
sstablished,
In order that by dealing in foreign exchange the

(v)
considersble expenee of msintaining the agenocy
may be met,

#a huve always been opposed, and we believe the Federsl Reserve

5.
Board hss held & similar view, to the idea that a Pedersl reserve bunk should deal

in exchengs in the Unitad States:
(a) Besause the number of deAlers and the supply of
eszltal engaged in foreign exehange deslings

wie ample,
(6) Beosuse it would yut the Federal reserve batka in

direst competition with mesber banke in all

purts of the country who have highly develaped

exohange depurtmenis,
(e) Becsuse of the riske invelvad.
Blth res;set to deslings in foreign sxchange by Federal reserve banke in

foreign countries, it has been our belief that Sectien 1R intended to provide
not for the estublisbment of independent sgencies in foreign countries but for
the sppeintmént of bapke in forsign countries ae sorrespondents and agents of
Pedersl resarve benks, 'fhm;h thess agencise ths rasserve bunks, shen such a
sourse seemed desirsble csould purchass bille in forsigm ovuntriss fer the Wu
of assisting io the stabllisstion of internstiomal gold mevements, W%e have,
therafore, with the approval of the Board, entersd inte agenoy agresments with s
pusber of foreign bunks of iseue whereby on order they will purchase for us with

their gusranty prime bilis in their merkets, snd likewise, on order, we will pur-
In each of these

chase for them with our gusrsmty srime bills in our merkesta.
sgreements all other Pedersl reserve banks, in aceordance with Sectlen 14-E, have

been invited te participate snd huve done 804
Bs sre oyyosed geperallyto the ides that & Federal reserve bank should

sonduet & foraign exohsnge business in = foreign scuntry serel
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invelved. ¥e are opjosed spseificslly to the ides that a Federal reserve bank
should cenduct = foreign exchenge business in Cuba merely for the yrefit involved;

() Becsuse there is ne important international
eredit movemsnt betwoen Ouba and the United
States to be stsbilised, snd if we sre oor-
restly advised, exeept in times of oriais,
the fluetuations in exchange are limited to
the coat of shipping currensy %0 or fres

the United Btates, say 1/8 of 1%,

(b) Because sueh business could be done only im se-
tive competition with member smd ofher banks
with smple resources, new sagnged in it,

(s) Becsuse of the risk invelved,

(@) Because the paper or the contracts jurchased would
net have the pumber of names equivelent te
those t¢ whieh in the United Stutas we restriet
our open murkst purchases of bills,

(e) Beocsuse it is & proceeding for whish we belliave
there is wo precedent in the expsrience of
other importsnt benks of issue.,

4. ¥e are oprosed to the ;rimeijls of the estublishment of = direct
sgeney of » Federal reserve bank inm Ouba if sny other means osd be found of ac-
copplishing the deosired results;

() Becnuse it rend.re some of our sssets subject to
the laws and the sourts of a forelgn country,

(b) BHecsuse of the expsnse fnvelved in an undertaking
which is not the responsibility of the Federal
Reserve System,

(e) Because it erestes s yrecedent for the establish-
ment of dirset sgeneiss in Porto Rico and
elsawhare, '

(d) It raiees the question of the responsidility of &
Federsel reserve bsn: to redeem Faderal reserve
notes in gold in & foreign country.

8. %o are in sympathy with the idea of lmproving the quality of the
Fnper money eirsulsting in Qubs md offer the following sugpestiuns:
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If

is the responsibility of the Cubsn Government
of the bsnkas operating in Cuba te provide a
currency which sha2ll be sdequats in both quan-
tity end quality. Accerdingly any plan under
which a Federal rsservs bunk acsiets in bdbring-
ing sbout this end should be at the expense
of thomse directly benefitied iliereby,

this primary condition emn-be met we believe
thut some plan could be drvised whereby through
the agency of member banks having branches in
Cubs, worm out currency could bhe redeemed and
new ocurreney ut in cireulation witheout ths
expense end responsibilitice invelved in main-
teining ap independent sgency. Sach & plan
would also eliminate all gusstion of exchange
dealings. The letter writtemn by ihe Federal
Reserve Bank of New Yofk to the Federal Reserve
Roard on Janusry 18, 1828, and appended hereto,
discusses such & plan with respect to Porte Rice.




(%

To: Mr. J:‘;T Case ¥ay 65, 1923.

From: Messrs. Higgins and Gilbart. ; Subject: Condition and supply of American
eurrency in Cuba.

As you requested yesterday afternmoon, we have made a hurried study of the
means of improving the physical conditioh of American currency circulating, and of
the practicability of maintaining a supply sufficient for emergencies in Cuba.

Not having had the time to refer to our Legal Department, we are in some
doubt concerning one or two points included in the following suggestions, but we
believe that the establishment of a Federal reserve branch in Cuba as an instrument
for the purpose, is not warranted by authority of law.

As we understand the problem, it is to provide for a sufficient stock of
American currency in Cuba at all times and a means for maintaining a reasonable
standard of cleanliness. W believe it may be possible to accomplish this end by
one or more methods.

Two plans occur to us at the present time: One, the establishment of an
agency of a Federal reserve bank in Cuba; two, the appointment by the Treasury Depart-

ment of a bank to act as fiscal agent of the United States Govermment. -

In respect of the first proposal, we are not sure that the establishment of

an agency would legally include a representative of a Federal Reserve Agent. If, how-
ever, it were possible to legally establish a representative of a Federal Reserve Agent,
the problem of carrying a stock of'unissued Federal reserve notes would be solved. If,

on the other hand, the home office would be obliged to show all notes issued to the
agency as a liability for outstanding notes, it might sometime become embarrassing beczause
of the lack of sufficient collateral or gold cover. In either case, except for unfore-
seen conditions, this would provide an emergency stock, and the presence of a sufficient
supply of bills in Cuba would permit American branches, and possibly, the Cuban banks to
operate with smaller cash reserves.

It appears to us that under Section 14, Sub-section a, any Federal reserve

bank has the power to deal in gold at home or abroad and we believe that this could
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be construed to mean that it could do so through its agency, and therefore, the problem
of eirculating the stock on hand in Cuba, proposed in this plan, would be simple. If

we are in error in assuming that this could be done through an agency, there is still
another method or circulating the notes. Sub-section e, of Section 14, empowers a Federal
reserve bank, through its agency, to buy and sell bills of exchange, and presumably, to
pay or receive gold or currency therefor, and assuming that the transactions would be

too small to permit of circulating the necessary quantity of currency, the method used

by the Federal reserve banks in 1915, to place Federal reserve notes in circulation,

ommonly known as the "pump" method, could be resorted to.
e ;

As to the method of maintaining a reasonable standard of cleanliness, an
authority similar to that given to the FPederal reserve banks and branches by tﬁe Treas
Department, would be necessary. This would permit the agency to cancel and to forward '
rmtilated notes to the United States for destruction at greatly reduced transportation
rates. T® believe this would cover the requirements of the problem under the plan of
establishing an agencye.

The second plan, namely, that of the Treasury Department authorizing an es-
tablished American bank or branch to act as its fisgal agent in Cuba, eliminates the
idea of a Tederal reserve bank agency. This plan would burden the United States
Government with both the supply of clean currency in Cuba and the redemption of mu-
tilated currency. It comprehends the appointment, as a fiscal agent, of some such cor-
poration as the American Foreign B;nking Corporation organized under Section 25 of the
Federal Reserve Act, or the branch of the National City Bank of New York, and the use
of either or both as a depositary of the United States Government. It would necessarily
mean that the Treasury Department would be obliged to carry large balances in these banks
and that they in turn would be required to carry unusually large reserves in order that
the reserve supply of currency would be adequate. The Treasury Department would also
authorize them to cancel cut and forward mutilated currency under the same regulations

now in force with the Federal reserve banks and branchese
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An alternative of the requirement to carry large reserves on the govern-—
ment deposits in these American banks in Cuba, would be & plan to have the United
States Government carry this supply as a custody and kept intact rather than as a
deposits

Although it is estimated that approximately $100,000,000 of American money
is in current circulation in Cuba, we feel that in this report, it is difficult to ap-
proximate the exﬁense of printing and transportation, for the reason that we have had
no time to examine data, if indeed it be readily obtainable, concerning the amounts of
the various denominations in circulation ahd the average life of each.

However, as you requested our opinion on the matter, we venture the suggestion
that the figures for Cuba would probably'bear a similar proportionality to those of Porto
Rico. Rased on our recent studies of immediate replacements and subsequent annual re-~
newals of paper currency in Porto Rico in relation to the respective circulations of
those éountries, the cost for Cuba, including printing, insurance and shipping, wo uld
be, roughly estimated, as follows: For immediate replacements, $300,000 to $400,000;
for annual replacements, $500,000 %o £600,000, It is also estimated that the cost to
the United States Government for United States currency should approximate ome-half of

these totals.

EN
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== FEDERAL RESERVE BANK
< . OF NEW. YORK A
OFFICE CORRESPONDENCE Date____lay 5, 192_3.
-
2 Vr. Case Suesecr: Bedemption of Federal Reserve Notes g
From J. H. Philbin. by Branches or Agencies. :
I think:
(1} .‘ Each Federal reserve bank is obligated to redeem,in gold or
lawful money,its Federal reserve notes; o e
S *
(2) Bach Pederal reserve bank may, and, probably, is obligated

to redeem such notes at its branch bank;

(3) Any Federal reserve bank may, with the approval or by direc-
tion of the Board, establish sgencies in foreign countries
for the purposes specified in Section 14 of the Act and
other purpoges reasonably incidental and necessary thereto;

{ (4) Such agencies would probably not have the power, and,
! a fortiori, could not be compelled to redeem Federal re-
serve notes of the principal reserve bank.

The Act provides:

That Federal reserve "notes shall be obligations of the United
States™; that "they shall be redeemed in gold on demand at the Treasury
Department of the United States or in gold or lawful money at any Federal

reserve bank," (Section 16)
. TR = 55 :

That "the Pederal Reserve Board may permit or require any Feder-
al reserve bank to establish branch banks within the Federal reserve dis-
triect in which it is located or within the district of any Federal reserve
bank which may have been suspended. Such branches, subject to such rules
and regulations as the Federal Reserve Board may prescribe, shall be.
operated under the supervision of 2 board of directors" etc. (Section 3)

That "“The term 'reserve bank' shall be held to mean Federal re-
serve bank™. (Seetion 1)

1‘1 L The only comment made by the Board regarding the -operations of the

branch of & reserve bank is that contained in 4 Reserve Bulletin 256, and is to the follow-

ing effect:

o
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FEDERAL RESERVE BANK
OF NEW YORK

. OFFICE CORRESPONDENCE Dare____ May 5, 19254

A ' To Mr. Case SUBJscrz_mhmMMmmeMes
From J. He Philbin. by Branches or Agencies.
-2-

tion of Federal reserve branches, a branch of a reserve bank has no separate
| corporate entity and its operations are in effect the operations of the

| While there are some differences in the by-laws and condltions or organiza- l},
, Federal reserve bank.

This statement would seem to indicate that a branch is,“to all intents
‘and purposes, & projection of the main bank, and seems to demonstrate the right of a
reserve bank to perform its 0perations,iné1uding the redemption of notes ,through its
branches. This riggt would, of course, seem to be quite obvious.

While there appears to be no authority‘dn the question of whether a
reserve bank may be required to redeem its notes through its branches there is, to some
extent, an anslogy in the case of an obligation of a bank tb ﬁay its checks, notes or
other paper.

The general rule is, of course, that an instrument for the payment of
\ money mst be preéented for payment at the place therein expressly or impliedly designated.
So the bourts of this State have held that a presentment for payment of a note at the

! principal office of a trust company is insufficient to hold an indorser where the note is

payable at a designated branch offige of such company - Ironclad Mfé. Co. v. Sackin, 129

*  App. Div. 555. To the same effect is the case of Chrzanowsza v. Corn Exchange Bank,

173 App. Div. 285.

Of course, this analogy is not exact,inasmuch as one case involves the
comstruction of an agreement and the other the interpretation of-a statute.

The Act specifically provides places at which reserve notes are redeem-
able and the only question is whether under a reasonable interpretation the words "pederal
reserve bank" may include ™ or_branoh thereof".

These words may be fairly implied upon a consideration of the.general
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FEDERAL RESERVE BANK :

N i I OF NEW YORK
" OFFICE CORRESPONDENCE Sare. M B il
“fo___ Mr. Case . Sussect: _ Redemption of Pederal Reserve Notes
FroM J. H. Philbin, by Branches or Agencies.
. a%e

rurposes of the Act"G?;t is fair to assume that the intent in authorizing the establishment

of reserve bank branches was to provide additional facilities for the performance of the
services assumed by the reserve bank&'To adopt a construction which might tend to hamper

the redgmption of the currency created by the Act ﬁbuld probably be regarded as in
conflict with the spirit of the Act:”iin this connection attention might be called to

‘the official {nstriction issued by the Federal Reserve Board on November &7, 1919 in con-
nection with the redemption of unfit Federal reserve notes. This commnication refers

to the plan theretofore obtaining, under which the subtreasufies were instructed to redeem
all unfit notes at the Federal reserve bank or branch Pederal reserve bank in their
cities, While this may have been more & matter of compliance then compulsion, it indicates
the adoption of the suggested construction.

However, this question is probably an academic one for the reason that
it is inconceivable that iesérve banks would refuse to redeem their notes for the reason
that they were presented é% their branches.

The authority fpr the establishment of foreign agencies.or correspondents
is as contained in Section 14 of the Act.

There can be no question but that the reserve baqks may, in proper case,
establish foreign agéncigs for the purposes specified in this section.

While the Federal reserve banks would undoubtedly have the right to
redeem their notes through such agencies or correspondents, thé guestion whether they could
be compelled to do so would depend upén whether such redemption ié'rgasonably incidental
to the purposes for which such agencies were established.

An agency differs from a branch in that it is created for one or more
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“To Mr. Case SusJecT:  Redemption of Federal Reserve Notes

FrOM J. He Philbin, by Branches or Agencies.
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specified purposes. A branch, on the other hand, is usually regarded as endowed with
the general powers of its main office. In other words, it is an alter ego.

The agencies authorized by Section 14 of the Act were, it has been
said, authorized for one purpose, merely to effect a stabilization in foreign exchange.
If such was the intent and purpose of the statute, it is extremely doubtful whether the
reserve banks could be compelled to redeem their notes through such agencies on the ground

that it was reasonably incidental to the purpose of this section.

—
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" FEDERAL RESERVE BANK

g A OF NEW YORK

May 9, 1923.

Dear Governor:

I have read with a great deal of intersst your letter of May 1. It
is too bad to impose upon you the task of using your fist so mueh, but, on the
other hand, it is always interesting and illuminating to have your views.

The new Treasury financing is out and is going well. Our quota of . the
$400,000,000 offering is $135,000,000. Our subscriptions to date total about
$270,000,000, $250,000,000 in cash and $20,000,000 in the form of exchanges.
Gilbert's idea is to take about $400,000,000 in cash, plus such additional amount
as may e represented by exchanges for Victory notes tenderad. I think it
likely that this latter amount may run to, say. $150,000,000 to $200,000,000.

The prinecipal subject I have on my mind to write you about at the moment
ie Cuba. I have been eating, sleeping and dreaming Cuba for the past three or
four days.

Mr. Platt sent me last week a draft of the proposed resolution to be
adopted by the Federal Reserve Board, which I am now enclosing, marked #1. In
talking with him Thursday afternoon on the telephone, it developed that the Board
was in session and, for some unknown reason, was proposing to pass this resolution
within the next fifteen minutes. We finally prevailed upon them to defer action
so as to give us an opportunity to file a brief on the subject. I think this was
the only thing that prevented the Board taking action last week.

The hearing before the Federal Reserve Board in Washington on Monday
last was an interesting affasir and I must say that the new Governor handled himself
in a very business-like manner. To begin with, he limited the discussions to
not more than ten minutes for any one speaker, snd, in view of the fact that there
was a delegation of some fifteen or twenty bankers, such a course was sbsolutely
necessary. :

Governor Harding led off by stating that Boaton had large unused cash
resources and was "looking towards the sea" for a development of their manufaetur-
ing business; that as a result of his recent visit to Cuba he was very familiar
with its needs; and that he had proposed to his directers the idea of establishing
s branch in Havana, - a plan which they had cordially approved. He pointed
out that Seection 14(e) made provision for the establishment of such agencies
and that if given the power to buy and sell cable transfers and bills of exchange
he eould, incidentally, go a long way in clearing up the very bad currency situa~
tion that existed there.

Harding was followed by Adelson of the Atlanta Bank, who handled the
situation much more effectively than did Wellborn and McCord the week before.

I was then called upon to present the views of the New York Bank,
which I did by reading the memorandum enclosed, marked #2. In sending you a
draft of this memorandum on Saturday, I also sent Harrison a copy, suggesting
that I would stop off and see him Sunday afternoon and would like to have the
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Ai: RESERVE BANK OF NEW YORK _________
{ P X »
-~ materially changed as the result of Harrison's suggestion to tighten them up.
This ig the form in which our views went into the record.

Governor Crissinger then called upon Messrs Otley, Lane and Hoke Smith
of the Atlanta district; then on Bancroft, Aiken and ¥ing from Boston; anmd
upon McGarrah, Mitchell and Allen of the American Foreign Banking Corporation
from New York. While Otley esarnestly pleaded for an agency for the Atlanta
Bank {instead of giving it to Boston) practically all of the other speakers .
opposed the idea of any Federal Reserve Bank entering the field of foreign exchange
in competition with member banks.

I really belisve that this was an eye-opensr to the Board. Mitchell
of ths City Bank, while stating that the establishment of such an agency would
probably save him $300,000 or $400,000 a year, in that he could materially reduce
the asmount of cash reserve carried in Havana, said that notwithstanding that fact
he was unalterably opposed to the Federal Reserve Banks going out in competition
with their members for business of this character; that their exchange profits
in Havana averaged $200,000 a year and that he calculated a 50f% reduction would
follow if this application of the Boston Bank was granted.

It is apparent from your telegram of May 4 that it was pretty difficult
for you to understand just what this application was all about, and your telegram
of May 8 rather implies that we should present the advantages of our position as
a central market Over the other districts. {enclosures marked 3 and 4 respectively)
Messrs Jay, Harrison and I all feel that under existing circumstances the position
of the New York Bank was a most fortunate one. Briefly it was that we were asking
nothing for ourselves; were not suggesting the preference of one Federal Reserve
Bank over another; but, in principle, were opposed to the idea of having the
Federal Reserve Banks engaged in exchange business and if anything beyond existing
arrangements was necessary it could be met by an agesncy agreement rather than by
opening a direct agency. I took occasion to get into the record the fact that
80% of the Cuban sugar business, snd probably as much of their tobacco and other
products, was with the New York market, so that this point, which you raised in
your telegram, was not overlooked.

Paul Warburg provided a knock-out in the form of a letter which he
had written to Harding. On aceount of the illness of his wife, Warburg was not
able to go to Washington, but he sent me a copy of his letter to Harding and
said that with Harding's consent I might make use of it at the hearing. I
obtained Harding's consent privately, and when I felt the psychological moment ha d
arrived, I had Crissinger call for a reading of it. It was certainly a knock-out so
far as Harding was concerned, and I honestly think his Boston banking friends were
very much chargined to find just what Harding's previous position had been in this
regard. I have just called Warburg to obtain another copy of this letter, which
I will enclose for your amusement, - marked 5.

The hearing adjourned at one o'eclock but I learned from Gilbert that at
three o'clock, when the Board reconvened, they were presented with a strong cable
from Crowder urging the Board to grant Boston's application; and Crowder's
position was concurred in and indorsed by the State Department. I, thersupon,
got very busy with Gilbert and asked him to undertake to flag prompt action until
he had sufficient time to examine into the whole subject, particularly the question
of redeeming Federal Reserve Notes. I also got Warburg to write Gilbert a letter,
a copy of which (harked #6) is enclosed.

Everyone present seemed to feel that the Board was pre-disposed to grant
the application, but Alfred Aiken came to me after the hearing and said privately
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finding out what his honest-to-goodness opinion really is with respect to
Harding's proposition. It was plain to see that Aiken himself felt a bit
humiliated.

The Dow Jones news sheets of today carried a little account of the
mesting which is fairly accurate. (enclosurs. marked #7) It is not a very
edifying spectacle to find two banks scrapping for a bone, - and such a poor
bone as this is.

There are three other memoranda (marked #8a, b, and c)which you may
be interested in looking over.

This, I hope, will give you an outline of the situation as it now
exists. My own personal reaction is that in view of the testimony produced at
the hearing I don't see how the Board consistently can grant Boston's applicatien.

If you see any important sins of omission or comission in this, will
you please point them out.

I know that you will be interested to learn about Harrison's condition.
Frankly I was just a bit discouraged when I saw him the Sunday before. He had
gome new eppliance on his leg which pained him a good deal and altogether he
seemed, I thought, quite unhappy. But this Sunday he was most optimistic; the
pein had left him; and he seemed to be in the best of spirite. He really hopes
now to get away from the hospital within the next ten days or twoc weeks. When
he leaves he is planning to go up tec Washington, Conn., where it is gquiet and he
can spend & good deal of his time in the open air, It is perfectly apparent
that he hes got to be careful for some time to come, and, as far as I could
judge, I don't see how he can get back to the bank before the first of August.

With very kind personal regards,

Sincerely yours,

T H.G

"-\‘-\A/QL[/'
b

Benj. Strong, Esqg.,

Cragmor Sanitorium,

Colorado Springe, Colo.

Encs.
(Dictated by Mr. Case
but signed in his absence - MSB)

Digitized for FRASER
http://fraser.stlouisfed.org/
Eadaral Reserve Bank of St loyis ... ...




) FEDERAL RESERVE BANK

OF NEW YORK

(o]

- S
Wy 1923

oA
)

B
>

Benj. Strong, Esq.,
c/o Cragmoor Sanitorium,
Colorado Springs, Colorados

Dear Governor Stron

e
o

I noticed in this morming's newspaper a dispatch from

faris dated yesterday announcing the desath of Georges Pallain,

>

Honorary Governor of the Bank of France. I have cabled to the Bank
of France expressing our sympathy, and an writing to you as I know
you were personally acquainted with Governor Pallsin.

v

Very truly yours,

T 4 o
J. He UADMN 5

Deputy Governor,
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OF NEwW YORK

My 156, 1923.

Benj. Strong, Esq.,

G/o Cragmoor Sanitorium,

Colorado Springs, Colorado.
Dear Governor Strong:

1 enclose copy of a letter received from Governor Norman which is
self-explanatory, together with a proposed reply. It struck me that Governor
Norman was very adroitly sounding us out on the question of a loan and in
case that was his purpose in writing, I wanted to indicate in my reply that
we would be favorably disposed toward a request from the Bank of Englamd for
an advance. I assume that youwr objection % loans which would assist in
prolonging the present Reparation muddle would not gpply should the Bank of
England presently ask us to make them sn advance against gold on account of
the conditions outlined in Norman's lstter.

I have not discussed this letter with the Executive Committee but
should like to do so before dispatching our reply. Could you wire me your
views on the proposed 'lef;ter as I should like to send off our reply at the
earliest possible moment.

Faithfully yours,

//’;r'lq\

Jc HD GASE’
Deputy Governors

Federal Reserve Bank of St. Louis



FEDERAL RESERVE BANK

oF NEw YORK

May 17, 1925.

Dear Governors:
The following are a few matters that may interest you:

1. Mr. Jay is down in Washington conferring again with Mr. Crissinger about the
idea of coming up to New York and making an address. I have just had a little chat
with him over the telephone, and he tells me that in additien to talking with kr.
Crissinger he has met Mr. James and the new Comptroller, and that lir. Cunningham had
.merely qualified a day or two ago and had returned to.the West for a couple of weeks.
Mr. Jay is leaving there tomorrow to go down to Atlantic City to attend the banquet
of the New Jersey Bankers Association.

2. There is not much further to report on the Cuban situation other than to
say that I understand that Secretary Hughes brought the matter up in a cabinet meeting
a week ago, and that he and Hoover strongly advocated the appointment and that the
President acquiesced in the proposal and said that he would do the necessary with the
new Governor. It is very evident that the Secretary of the Treasury is not very
vocal in a meeting where he has strong advocates opposed to him. Rue,of the Advisory
Council requested Crissinger to postpone a decision until the Federal Advisory Counecil
meets Monday, as they went on record against the idea back in 1916 when the South
American agencies were up, and feel that the matter should not be passed upon without
giving the Advisory Council an opportunity to be heard.

&, In the interest of economy and efficiency the Officers Council has agreed
to the proposal to consclidate the work of the Procedure Committee with that of lMethods
and Supplies.

4. The latest Treasury refunding program was most successful. Subseriptions
totaled about $1,000,000,000 on a cash basis and probably $300,000,000 in exchanges.
Gilbert has aceepted $300,000,000 in cash and a little less than $300,000,000 in ex-
changes. No further borrowing will be required before June 15, then probably only
a moderate amount, and from that peint I think the chances are very good for riding
until September 15.

The one big bug-a~boo in Treasury financing is the possibility of a soldiers
bonus early in 1924. Congress will surely pass such a measure, and I am not at all
certain that the veto power will be exercised. I wish you would think up some plan
as to how this may be stopped.

5. lMoney conditions are working easier. The stock market has been greatly
depressed, and upwards of $100,000,000 of street loans have been released as a result.
Money today worked as low as 4% on call, with a corresponding enhancement in the prices
of short term Governments. .

6. Your suggestion about more frequent meetinges of the Investment Committee is
a good one - & conclusion I had reached several days ago. A further meeting is to
be held in Washington next Wednesday, with a preliminary meeting of an informal
character here in the bank on Tuesday afternoon.
The aggregate holdings of Government securities have been reduced to

i . o
)@meﬂngggg?goo,ooo, and I am hoping to have the members of the committee agree as to their
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W own banks and recommend to the others not on the committee that they re-sell to the

market the $32,609,500 December 4% certificates, which I think the market will absorb
at par - in fact, I have just sold to it $2,500,000 from St. Louis at this price.
Gilbert will prebably have about $100,000,000 of surplus for reinvestment between now
and June 30, and a8 the Sinking Fund provisions have now been extended to Treasury
notes as well as to the outstanding Government bonds,it may be possible for him to
teke up some of the lower rate Treasury notes which ean be procured under par. In
this connection, I am arranging to sell him on May 31 next, the date upon which they

will be returned to us, $10,000,000 4 '1/4s, March 1926. Se. Crouvegy €€

7. The Federal Advisory Council is8 to meet in Washington next Monday, Among
the topics to be discussed ares:

a. Cuban Agency

b General Economie Situation

c. Voluntary Services to Member Banks
ds Direct Action

The last two items appear to be very live subjects, and as the personnel of the
Governors Conference Committee on Services to Member Banks is substantially the same
as that of the Open Market Investment Committee the Board has suggested that the
meeting of that Committee also be held in Washington next Wednesday.

Direct Action seems to have the front of the stage for the moment, so
far as the Federal Reserve Board is concerned. We had a little discussion on this
at our Directors meeting yesterday, and they were all opposed to the application of
that principle here. Mr. Warburg, however, who was in attendance at the meeting
feels that there is something to be said in favor of the idea. As an illustration of
how it might work according to the Federal Reserve Board's idea, they have suggested
that some of our big banks mey even now be lending to " sugar speculators", and if
that is so it is our business to know about it, and if necessary take steps to dis-
courage it. Could anything be more silly! Sugar, of course, is a political bug-bear
in Washington, while the idea of the Southern banks lending to cotton speculators, or
the Chicago banks to grain speculators is apparently an entirely different matter.

In Washington the situation is certainly a discoursging one. '

8. I was interested to find that last week the Guaranty Trust Company withdrew
$500,000 Federal Reserve notes for shipment to Russia, and that today they withdrew
$350,000 for shipment to Germany. What is going to happen when the Russians and
Germans taste bleod in the form of good money? Are we to be called upon to supply
them with & circulating medium?

Qfﬂ’ﬂaz) 9. I had quite a long talk this morning with Mr. J. F. Sartori, President
of the Security Trust and Savings Bank, Los Angéles, who is on his way to Europe.
He had a long tale of woe and some criticism of the System which he apparently wanted
to work off on someone, and in your absence turned it loose on me. Boiled down, his
criticism , as I told him, was against the Comptroller's office more than against the
System. He said that in several instances, recently, he has gone in a city and
bought up the " First National Bank" of that town, merged it with hise Security Trust
and Savings, and that almost over night the Comptroller has granted a charter to
another group for the "First Nationel Bank" in the same town. In addition to the
question of ethies involved in the granting of such a charter, Sartori said it had
actually led to checks drawn on the " First Nationel Bank" being returned "no funds)
when in reality they were from an old check book and really represented the original
institutionwhich was merged. Sartori said that he has written the Comptroller and
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and various members of the Board protesting against this and threatening to withdraw
from the System, - a threat which he says he is prepared to make good if he does not
get satisfaction.

I also had a nice little visit this morning from lir. Masson, Director of
the Credit Lyonnais, Paris. He merely called to pay his respects and wished to be
remembered very kindly to you. He said he had written you, so no doubt you are
fully informed of his visit.

10. In line with your suggestion, I have passed on to lMcDougal, Chairman of
the Leased Wire Committee, your thought on the chance of fraud in the use of our wires
for making payments, and asked him to have a study made.

11. The First National borrowings are now down under $50,000,000, and I learned
to-day that they were selling $13,000,0000f short Governments in the market, which
doubtless means that a further reduction will take place in their account.

12. There was a red-hot editorial in the New York Evening Post last night on
the subject of "Politics and the Federal Reserve System". "Washington" is long
overdue in having someone state just what was well stated in this editorial. I am
enclosing a copy for your edification.

Things are running along here at the bank in fairly satisfactory fashion.
The boys are planning their annusl golf party some time early in June,snd Barrows
and T are arranging to have them out in Plainfield. I am sorry that you will not
be there to lead off with one of your good long wallops, I certainly hope you can
show us the way next year.

Trusting that everything ies going well with you, I am, with best regards,

Very cordially yours,

Lot

Benjamin Strong, Esq.,
Cragmor Sanatorium,
Colorado Springs,
Colorado.

igitized for FRASER
tp://fraser.stlouisfed.org/

lederal Reserve Bank of St. Louis




|

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




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

FEDERAL RESERVE BANK

OF NEW YORK

Mgy 22, 1923.

Benj. Strong, Esge ,

¢/o Cragmoor Sanitorium,

Colorado Springs, Colorado.
Dear Governor Strong:

Referring to the letters from Mr. Schnyder de Wartensee which
you have returmed to the bank with a memorandum requesting me to write to
lr. Schnyder, I have sent & letter to him glong the lines indicated in
your memorandum and ain enclosing a copy of it.e A short time ago you sug-
gested that lir. Schnyder was entitled to an informative letter occasionally
and with that in mind I wrote to him several ‘days ago and I am also enclos-
ing a copy of thet letter for your information. I will ses that he is taken
care of during your &bsence.

Very trly yours,

{‘ Jo Ho CASE’
Deputy Governors

Federal Reserve Bank of St. Louis



FEDERAL RESERVE BANK

@ OF NEW YORK

June 1, 1923.

Dear Governors:

Mr. Jay told me yesterday that he was busy getting out a letter to you
reviewing some of the operations which have been going on during the past two
weeks, but that he was leaving to me the question of keeping you advised on the
Cuban situation.

I received your two telegrams of yesterday, and sent you a long message
yesterday afternoon which I think will bring you well up to date. Mr. Warburg
has been communicating almost daily with Dr. Miller, both by correspondence and
over the telephone, and he has now sent me, for transmission to you, copies of
some recent correspondence with Miller. I have marked them A, B, and C, A and C
being Warburg'!s letters, and B being Miller's reply.

As stated in my telegram of yesterday, Mr. Hamlin is at work trying to
define a joint agency between Boston and Atlanta. Atlanta has apparently sent a
steady stream of smissaries to Washington to work on the Board. The very fact
that the Board is giving a joint arrangement any consideration is, to my mind, a
pretty clear indication that they are being hard pressed and are looking for some
solution outside of granting Boston's original application.

Warburg's scheme seems to me to be a good ons in that it has the ad-
vantagze of tying in jointly all the banking institutions in Cuba and would do away
with the idea of any Federal Reserve Bank establishing a branch or agency there.

When I was in Washington last week the Board rsad to me a proposesd
regulation to cover exchange transactions which impressed me as being guite rigid.
I obtained a copy of it from Mr. Hoxton and am now enclosing it herewith.

Warburg told me last night that Dan Wing does not approve the idea of
the joint agency and will do what he can to stop that.

I have not talked with-Mitehell of the City Bank during the past few
weeks for the reason that he has expressed his own visw to the Board in very clear
fashion, namely, that while an agency of any Federal Reserve Bank would enable the
City Bank and all other banks operating in Cuba to cut their resgerves in two, he
is, nevertheless, as a matter of principle, oppoesad to any Federal Reserve Bank
establishing a direct agency and entering into competition for the purpose of
dealing in bills and the purchase and sales of cable transfers.

I have had preparsd a list, as of the close of businsss May 25, of our
Cuban bills. They are, with but one minor exception, all sugar bills. The state-
ment showsthat out of a total of $4,932,000 drawn to finance the importation of
sugar more than 80% were drawn on institutions in this district, while some of
the bills accepted by Boston institutions were drawn by companies domiciled here.
The bills drawn to finance the storsge of sugar amount to $940,000 and $655,000
for the New York and Boston districts respectively. You may be interested in
studying the statement further, so I am enclosing a copy for your information.
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_oF - Governor Strong 6.1.28.

- I know how difficult it must be for you to be so far away and not

able to take a personal hand in dealing with this matter in your own vigorous way.
In view of the fact that Boston and Atlanta have locked horns, I have congidersd
very carefully the position we occupy and think the documsnt which we filed with
the Board is a strong one and leaves us in a rather enviable position.

Kenzel has been away sick for the past wesk, although he tells me he
hopes to be back next Monday.

Trusting that you continue to improve, I am, with best regards,

Sincerely yours,

I G
Swh

Bsn'j. Strong, Eski.,
Cragmor Sanitorium,
Colorado Springs, Colorado.

Jac.uss {signed in Mr. Cass's absencs)
Encs.
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It h=s occurred to me,that,‘passibly, e gsolmtion of youy

. troubias might b= found ir = manner thst woﬁid scoomplish everything
that ﬁhe Board =nd the Administration want to saéddrna apd £till not
transcend thé?inea of safety th-t sprear so sacred toc me &nd the mem-
bers of the Council, i1f something like .the following rlan would be
tried. I w#ill put it ir s very 2rude way =pd only give you the roughest
outline, If the thought sprenls to the Boerd, we might go into = more
minute development of the details, which do nét sesm to me to offer |
many difficulties.

My thought is simply this:

Let the banke thet belong t~ the Clearing Houwse in Havsena
{I think Hsrding =2id there were sight) Joitly orgsnize s small benk,
for which they would suprly the capitel ad which youw c2n eall the
"Federsl Roserve Beank Currency #ssceisticn", or if you do not care to
have such = neme used, let them tszke =ny nﬁme'to suit themselves., That
is entirely as the Board prefers.

Let the Clearing Hons%-appcint some directors snd let them
request the Fédera] Rﬂsérga ?oar@lié sppoint 4 few additiomal ones.

It rests with you how much of the pbwer snd ezntrel you desire. 1If yon
casre, let them sppoint = menager, subjeet to ycuwr spproval.

417 of this could &@”h&ndled so that the Clesring E _us=e
banks submit thiﬂerOFOSﬁl toiyou; spd that it shcu'd rot come from
you 28 s demsnd. 1 am surg;}Ganeral Crowder could mensge that end,
if the plan =ppenls to you ﬂi all, it is just the kind of thing that

Herding could handle very mell st the other end.
b
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fppoint this new bank se your sagent amnd give it all the
edvertising thet is necessary in order toc hsve the Federal Réserve
bank prestige keep down =ny plan kf an ihdependen t centrel benk in
Cuba,

All that would bé reessary for the Federsl Reserve bank
or banks to do would be to sgree to open an sccount with this new
sgeney snd to msintzip = certain deposit with it under the joipt re-
sponsibility of the Clesring House banks, They would cpen 8 80=

count by shipring new curraney to this, let me cal’l it, "Cursency

Asscciation® or "Federazl Reserve Currency Bank of Cubae", and leunve it
ﬁo this ocurrency bank to redeposit these funds with tha Cleering House

bunks in some fair proportiomn, - st the beginring, I assume, in the

same proportion in which they would subscribe the oe=piteal erd lster
on, possibly, in proportion to the degree of coopersticn addhslpfnl-
ness thet esch bank would show.

You would then expect each Clesring H_use bank tc cooperate
in turnin@ in sciled ourrency, by which esetion they wo&lﬂ reduce the
deposit,/whioh the currercy benk would have wmith them4‘and,tha‘currenoy
bank, Lh turn, would, once mors, build up that depoei?éby givipg them

new cErroncy.

i You could give to this new currency benk the power to deal
in?;able trensfers. You could zlso provide that 1t migpt de=1 in pa-
pATs on thelines thst you hed in mind; but T rather thynk that the

4 i%ttar wodd complicate méttera for the present, ahd 3 phlnk it would
%e bethg? to lenve to later developmente whether the exerxlae of such

powers would be necessary or not.

b ’ 1
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P,
I think the scheme apaagg fdr itself. Youw csn peint

"Pederzl Reserve System" =l1 ovgf Céﬁn Just =8 little cr =smuch =s
you like, snd you would be gett;ng a8 mpeh prestige out of the trans-
sotion a8 you wieh., While yocu are getting these ndvangsges, you sre
not establishing an orgenization of yourown; but ecre desling w#ith what
will be & foraign ecorrespondent, even ithough it #1111 he ne uvnder ycur
own cnntroi. You sre getting the gocdwil! of the Clearing House banks
and thrdiugh that the goodwill of Cubs, snd, st the ssme time, you huve
nanagp& to keep theCuadb'n politicians out. BHMorecver, the mejo; ity of

theClearing House banks, 1 sasume, would be non-Cubsen.

Ve
{7

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

Federal Reserve Bank of St. Louis




Cory. e

As to your suggestion about the Cubsn igeney: It is very
ingenious znd hss given me something tothirk =bowt, snd I shall, when
the moment is fuvorsble and after I have thoroughly thought it out,

:ﬂ?ﬁggﬁit on to the Bosard.
iy There nre one or two questions I weould like to ask you
concerning it: Supposing it were thought necess ry to have z stock of,
say, two million new Federsl Reserve curr=znecy on hand st the gemey in
Cubs, how would the Federsl Reserve Bsnk supplying t'is currency be
adequately protected sgsinst lose?

You e ntemplate that the proposed Curremecy Asscciation should

have & cspitel. What would be the minumim espitel necessery znd how
should the cepital be invested?

It is obvious that if the espital were $2,000,000 (which I |
have no doubt wculd be regarded ss grestly sxcessive) and invested in
United St tes Tressury Certificstes, these being rledsed with the Pe-

Reserve
deral Bank supplying Peders]l Reserve notes to the Currency Assoeiation
in Cubs, the protection of the Reserve Bank would be cemplste, but how
far short of this it would be s=fe for the Bosrd to suthorize the Fe-

deral Reserve Bapnk to go in insuring the sefety of notes to the Asso-

elation I can esasily see might give rise to & differ-nce of opinion.
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I am glad that my svgpestion etrikes you 2s being worth

further consideration, and I am only too happy to snswer your ques-

tions. You ssk: " ¥hat would be the mipnimum capital nscessary, and

how should the capitzl be invested?" 1If yocu c=n adopt & plan, un-

a B BeLE e h LB Bl

der which, =s I proposed, the Cnban}aﬁ;@ring House banks would be

-

jointly snd seversl y lisble for their trensactions »ith the Currenay
Aszoeintion, you need not bother much about the caspital of the iseo-

ciative itself. Ascuming that you had ‘p mind = deprcait of

_ SRS i e U i, = TS SEE

$2,000,000 with the Currency 4ssodation, end assuming for slmplicity's
sake thet the eight bsnks contributed in egu-1 parts to the capitel
/of the Assoeistion, I should ssy that the Assceciation would deposit

7 i1ts funde ir equal parts with each of the Cleasring House member

CETIEENEEL s T

harks at » rete of interest to be Tixed from time t-o time. Esch mem- f
bor bank would deroesit with the Associatiop ndequate éallater&l to se-
cure the deposft. This ecollsteral would be stipul-ted by the Cle r-
ing House benkes themselves for their mutusl rrotection, smd thies col-
latersl in turr could be held &gaiﬁ by the Currsancy Asscelation for
the protecticn of the d@p&@Lt of the Feédersl Rssar#s Bank. If you
could proceed on thess linea, the capitsl of tha)Curraney Lesceiation
would be nut in =more to est:blish its “egal entity end to yrovide an
sdditions]l msrgin, than for the purrese of ereating o large cspitsl
responsibility. This is cnly one way of killing the ent. 1 think it
18 the most obvious snd safest one. =-e--- If there iz sry additicnel
question that you would like to heve answersd, I will ﬁry my basﬁTc d0

80‘
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P ?IJ{_}F SERVICE | SYMBOL CLASS OF SERVICE | SYMBOL
7 [ Telegram Telegram
Day Letter Blue Day Letter Blue
Night Messag Nite Night Message Nite
~ ht Letter NL Night Letter NL

If none of these three symbols
appears after the check (number of

i e ‘?f taeseh mkmf syl;ibnls'
appears after the check (number of
words) this is a telegram. Other- words) this is a telegram. Other-
wiseits character is indicated by the wiseits character is indicated by the

symbol appearing after the check. NEWCOMB CARLTON, PRESIDENT GEORGE W. E. ATKINS, FIRST VICE-FRESIDENT symbol appearing after the check.

RECEIVED AT 17 E. PIKES PEAK AVE., COLORADO SPRINGS, COLO.

| 25
\3%#
| VA291: 214'11/7c }«3.
| ”u!‘-‘;;_l}lngonk NY 31 458P ¢ Py
: g 3
BEN JAM IN' STRONG S

oL 7 |
. CRAGMORE . SANATOR] UM: COLORADOS FRINGS : COLO
RECE | VE* YOUR. TWO TELEGRAMs.or.rbnh?:nm;QSENTBEFoRE AND: ONE
AFTER ' YOU REczivso'wARBURGs:PLAN;srop,éﬁé§€M§“%yAr THE' LATER. ONE
CHANGED THE. VIEW, EXPRESSED: IN THE EARLIER. STOP DISCUSSED WHOLE MATTER
WITH JAY AND WARBURG AT.LENGTH THIS MORNING STO® WARBURG
| i 15S. KEEPING: IN. CLOSEST .TOUCH WITH MILLER. ON SUBJECT .AND
| TELEPHONED . HIM WHILE ' WE WERE THERE STOP MILLER: SAYS THAT .HAMLIN: IS
| NOW WORK ING: ON A SCHEME. .
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I@r 24 OF SERVICE | SYMBOL WE STE - UN l ON CLASS OF SERVICE | SYMBOL

swegram : : A Telegram

— Day Letter Blue i @a Day Letter Blue
Night Message Nite o/ Night Message | Nite
Night Letter NL : ‘Y Night Letter NL

"I e of these three symbols - o
appears after the check (number of S

words) this is a telegram. Other- ":,

wiseits character is indicated by the

appears after the check

If none of these three symbols

(number of

words) this is a telegram. Other-

wiseits character is indicated by the
symbol appearing after the check. NEWCOMB CARI.TOl'"r&Esmm GEORGE W. E. ATKINS, FIRST Vlc!-? symbol appearing after the check.

RECEIVED AT 17 E. PIKES PEAK AVE., coumAno SPRINGS, COLO. 37 Py
3
Sg

VA291 SHEET: 2/1C" ' '“%g;_
FOR A" JO INT AGENCY BETWEEN BOSTON AND A?LANTA WH ICH: IS DELAYING
MATTERS WARBURG TOLD MILLER THAT: SUCH JOIﬁ%&@ﬁENCY WAS

} IMPRACT| CABLE' STO® MILLER' SAID. HE HOPED TO' BE. ﬁﬁ NEWYORK SOON TO

DISCUSS WITH WARBURG THE WARBURG. PLAN AND EXPRESSED THE. OP IN ION

' THAT THE TIME TO SUGGEST. IT TO THE BOARD.HAS NOT:YET
ARRIVED STOP: IT: 1S. OUR: OPINION THAT THIS.PLAN PROVIDES THE REAL
SOLUTION FOR. THE SITUATION AND: IF SOMETHING OF THIS KIND CAN BE

'WORKED. OUT .WE . SHOULD' WAI VE THE QUEST 1ON: OF BEARING THE COST OF

SHIZPING CURRENCY SINCE ATLANTA AND. OTHER. RESERVE BANKS ARE QUITE
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<LASS OF SERVICE | SYMBOL WESTE e X UN l ON ' CLASS OF SERVICE | SYMBOL
L gram P Telegram
Day Letter Blue é&a Day Letter Blue

Night Message Nite Night Message Nite

Night Letter NL _ Night Letter NL
If. 5 of these three symbols s ; ‘ If none of these three symbols
appe. s after the check (number of appears after the check (number of
words) this is a telegram. Other- - words) this is a telegram. Other-
wiseits character is indicated by the v wiseits character is indicated by the
symbol appearing after the check. NEWCOMB CARLTON, PRESIDENT, GEORGE W. E. ATKINS, FIRST w%w 2 I symbol appearing after the check.

RECEIVED AT 17 E. PIKES PEAK AVE., COLORADO SPRINGS, COLO.

: -~
. VA29 .. SHEET 3/44 , ‘&7}@
READY TO ASSUME: IT:  STOP: IN: VIEW, OQN',*HESE DE VE LOFMENTS SUGGEST ' YOU
S

DO NOT TAKE:PROPOSED COURSE: OF TELEGRAPHING. HUGHES
OR ANY SIMILA MOVE: STOP WE ARE KEE?ING' INCELOSE TOUCH WITH
SITUAT ION AND ARE. HOPEFUL THAT:IT WILL NOT .GEP AWAY FRROM US

L& . CASE »
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MISC. 34.1 40M 4-5-22
FEDERAL RESERVE BANK
OF NEW-YORK TO BE MAILED

CONFIRMATION OF TELEGRAM

WF HAVE TODAY TELEGRAPHED YOU AS FOLLOWS !

Benjamin Strong, Kay 20 1923
Cragmor Sanatofium '
Colorado Springs, Colorade.

Have just held joint conference Warburg Jay and &ason dealing with your letter

snd telegram stop Understand Warburg hae sent you copy of memorsndum dated May 21 & 22
on last two pages of which alternate plane sre suggested stop He and liller

are carrying on daily correspondence about this plan which is delaying and possibly
tending to check actiom on origimel proposzl stop In view of foregzoing will

write you fully Thuredsy Wednesday 2 holiday stop Keanwhile if you have sny

resctions on Warburg's plan plesse wire them.

CASE
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FEDERAL RESERVE BANK

OF NEW YORK

June 11, 1923

Mr. Benjamin Strong,
' Cragmor Sanatorium,
Colorado Springs, Colorado

Dear Governor Strong:

Just to add to the “gaiety of nations,™ you may
be interested in perusing the corresg:omlenear exciimged
between Governor Crissinger of the Federal Reserve Board
and the Open Market Investment Committee. I am, therefore,
enclosing with this the following:

l. Letter of Governor Crissinger dated May 31, 1923
2+ Copy of my reply dated June 11, 19233
3. Copy of Govermor Norris' letter bearing date of
June 8, 1923
4. Statement showing holdings of (Government securities
: as of May 23, 1923, with subsequent
sales aggregating $53,190,400.
Very truly yours,

A

Je Ho CASE
Deputy Governor

Enclosure (4)



RAWER3 ;;ame ADDRESS RODSJT OF ORIGIH & DESTINATION CF IMPORTATIOH SEOOND F DSRAL RESERVE DISTRICB  FIRST FIDHIAL RESTATE DISTRICT
Acceotor Amount  Acceptor Ano at
Earner S gar Refining Company Hew York Cuba to J. S. Horthwestern HB $100,000
. (Payable In Hew York)
E. Atkins & Company Haw York Cuba to G. S. Intnat'l Accept. Bank 55,000
Sugar Estate of Griente Haw York - Cuba to (j/ S. Guarssity Trust Co. 230,000
Beatties Isabel Sugar Co. Manianilla,Cuba Ci*a to U. S. Rpyal Bk of Canada 70,000
Barahona Company lew York Cuba & Santo Domingo to U. s. Intnat'l Accept. Bank 73,000
Cuban Dominican Sugar Company Hew Yoik Cuba to U. S. Intnat'l Accept. Bank 50,000
Warner Sugar Refining Company Hew Yoik Cuba to U. S. Ghase national Bank 250,000
Philippine national Bank Hew York Philippines to U. S. Cbase national Baik 450,000
Central "Santa lIsabel"” S. A Santa Clara, Cuba Cuba to U. S. Royal Bank of Canada 100,000
West India 3ngar Finance Corp. Hew York Cuba $ 3anto Domingo to U. S. Intnat*l Accept. Bank 325,000
E. Atkins s Company Hew York Cuba to U. S. Kidder Peabody 185,000
(Payable in Hew York)
American Sugar Refining Company Hew York Cuba to U. 3. Hatl Bank of Comncrce 100,000
Warner Sugar Refining Company Hew York Cuba to U. S. Intnat'l Accept. Bank 100,000
Federal Sugar Refining Conpany Hew Yoik Cuba to U. 3. First Hatl Bank Boston $100,000
Caledonia Sugar Company Boston Cuba to U. S. Intnat'l Accept.Bank 75,000
(Payable Boston)
Cuban Dominican Sugar Company Hew Yoik Cuba & Santo Domingo to W S. First Hatl Bank Boston 275,000
E. Atkina & Company Hew York Cuba to U. S. Guaranty Trust Conpmy 395,000
Federico Almeida Santiago, Cuba Qbato U, 3* Royal Bank of Canada 254,050
Caledonia Sugar Company Hew York Cuba to U. S. Guaranty Trust Company 925,000
E. Atkins & Company Hew Yoik Ctfca to U. 3. Chase national Batik 25,000
American Sugar Refining Company Hew Yoik Cuba to U. 3. Mechanic 3 t 14atala h/b 50,000
E. Atkins $ Company Hew York Cuba to U. S. Hatl 3havmut Bk Boston 300,000
West India Sugar Finance Corp. Hew York Cuba to IT. 3. Guaranty Trust Company 215,000
Comp. Gral de Taboos de Fillpinas Manila Manila to U. S. Intnat'l Banking Corp. 100,000 )
Caldonla Sugar Company Boston Cuba to U. 3. First H”~tl Bank Boston 100,000
N i . L
$4,127,050 $e05,000
Second Federal Reserve District -$4,127,050
Firat Federal Reserve District . 805-000
$4,952,050
Credit arranged b; the Intarnational
Acceptance Bank, New York City,
ftt o pm -? to Fnii"cE. p.e..m m
m m 3 ADDRESS QX S-ffftilffi? SECOHD FEDERAL STARTS DISIRI T FIRST FEDERAL RESERVE DISTRICT
Acceptor A tount Acoeptor Ajaoiint
Cuba Cane Sugar Corporation Hew York Cuba national Bank of ComnBroe ~150,000
Caleuonla Sugar Company Hew York Cuba Guaranty Trust Company 115,000 ) _
Cuban Dominican Sug.r Company Hew York Santo Do lingo First Hational Bank,Bostaa $125,000
Cuba Cane Sugar Company Hew York Ouba E<suitable Ti*ust Company 150.000
Haw Yoxk & Havana Finance Corp. Hew York Cuba Bankers Trust Co :pany 100.000 ) )
Sugar Estates of Oriente.Inc. Hew York Cuba & Santo Domingo First national Bank,Boston 530,000
Cuba Cane Si~r Corporation Hm Yoik Cuba Guaranty Trust Company 125#Q)
Punta Alegre Sugar Co. Boston Cuba Hew York Trust Compmy 50.000
(Payable in Boston)
Punta Alegre Sugar Co. Boston Cuba Eqiltable Trust Company 50.000
{Payable In Boston
Cuban Dominican Sugar Company Hew York Santo Domingo French American Banking Corp,  .sssL
#940,000 $655,000
Second Federal Reserve DStrict
First Federal Reserve Ditrict #940,000
-------------- 655,QQp
41,595,000

313gRIfI-JTIOH OF 843K BILLS HAD BY THE FECERAL RESERVE BAIg OF HO' YIRg

AS OF TrE ALOSE OF BJISISESS -Ay 25. 1523

BILLS HA}' TO FELICE TEE I2IFCRTASILH CF SUEAR

Digitized for FRASER
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STATBVENT OF HOLDINGS OF GOVERNVENT SECURITIES MVAY 23, 1923
SHONNG QUOTA AND AMOLNT SOLD OF SUAEESTED SALE OF 150,000,000, ALSO THE
ALLOTIVENT GF BANKERS ACCEPTANCES FROM NeW YORK PORTFOLIO IN REPLACEVENT

Sale8 Quota Actually Allotment of Bankers Ac-
Dec.15. 1923 Mar.15.1924 June 15.1924 Sept.15.1924 Mar.15.1925 June 15.1925 Dec*15,1925 Mar.15.1926 Sept.15.3926 Mar.15.1927 Dec.15.1927 Total £>0,000.000 Sold ceptances from N.Y. Portfolio
Boston -0 -0* | 1,100,000 & 1,002,000 & 920,600 -0- + 1,008,100 -0- + 800,000 -0» .0- » 4,830,700 + 3.060.400 « 1,800,000 in Replacement
oNew York -0- -0~ 0" -0- -0- -C« -0- -0- -0- -0- -0- -0- -0- >-0- -0-
Philadelphia 345,500 2,000 46,000 168,500 8,685,200 194,700 10,607,500 2,525,000 68,400 355,c00 253,100 23,250,900 7,422,800 7,422,800 -0-
+"Cleveland 5,147,000 269,500 6,154,500 2,337,000 300 499,100 557,000 32,500 1,775,800 «@** 29,500 16,802,200 6,990,000 8,646,800" 5,000,000 on 6/15/23
#Riciaocond -0 -0- -0- -0- Q" -0“ -0- -0- -0- "0 -0- -0- -0- -0- -0-
sAtlanta -0- =On -0- -0 - -0- 215,000 -0- -0- 10,000 -0- 58,300 283,300 283,300 283,300 -0-
=#Chicago 17,790,000 -0- m0* -0- -0- 16,800 693,100 1,063,400 -0- 25,700 59,000 19,648,000 8,124,400 8,124,400" 1,924,400 on 6/15/23
St. Louis 55,500 mom - 1,368,100 1,154,000 1,285,900 850,600 1,245,900 * 1,018,300 1,555,900 249,200 8,783,400 3,381,200 3,381,200 931,200
Minneapolis -0- 6,000 -0- 20,000 487,900 -0 892,500 238,900 1,069,300 50,000 -0- 2,764,600 1,905, 200 1,880,400 -0-
Kansas City 171,500 300 7,000 2,000 11,307,300 3,017,000 11,909,100 1,723,500 2,412,200 188,800 209,800 30,948,500 7,292,000 7,100,000 -0-
eDallas 6,000,000 -0- -0- -0“ «** -0- -0- «@** - —o* - 6,000,000 2,962,150 6,000,000 5,000,000
San Francisco <0» @0’ 4,525,000 27,425,000 12,400 -0- mo* 1,850,000 3,667,000 -0» -0- 27,479,400 8,431,550 8,551. *JD 3,181,500
TOTAL +29,509,500 * 277,800 #13,200,600 422,108,500 22,699,600 4,793,200 426,913,200 8,451,600 11,358,600 +619,500 ¢ 858,900 fw(.791,000 449,853,000 53,190,400 +16,037,100
* Investment holdings of Government securities entirely disposed of*
=+ Sold for delivery June 15, 1923
(0
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FEDERAL RESERVE BANK

oF NEw YoOrk

IN REPLY PLEASE REFER
TO

June 15, 1923.

Dear Governor Strong:

I am enclozing copy of a letter received to-day from
Governor Harding, as well as a copy of my reply, in which you will
note that Boston has withdrawn from its partieipation in our
foreign bank accounts. There were indications that this might
happen before Harding went to Boston, and evidently the Cuban
controversy has led them to take the bull by the horns and withdraw.
You will note from my reply that we have shown no desire to force
s participation upon them against their wishes, and immediately
undertook to assume their share for our own account.

I had 1uncileon on Monday with Jackson Reynolds, and took
the opportunity of calling to his attention that the First National
Bank owed us $47,000,000, and that we were beginning to look upon
them as rather steady boarders. Apparently he took the hint because
they have begun to dispose of some of their Treasury notee, and to-day

peid down to $7,000,000.

Very truly yours, ﬁ (/
: cC

Mr. Benj., Strong,
Cragmor Sanatorium,
igitized for FRASER Colorado Springs, Colo.
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



FEDERAL RESERVE BANK

oF NEwW YORK

June 18, 1923.
Dear Governcr Strong:
| Referring to my recent letter encleosing copies of correspondence with

Boston regarding their withdrawal from further participation in our foreign bank
accounts, I am enclosing copy of a letter just received from Governor Crissinger
in this connection. You will note that the Board is of the opinion that the
whole matter should be discussed at the next meeting of the Open Market Invest-
ment Committee, which will be held in Washington on June_§§: (?Qﬁ¢z~ﬁ7uégﬁﬁ;l-€%;éi)

I telephoned Governor Crissinger to-day that I.ngught we should be
given an opportunity to present our statement of the case for distribution among
the governors of the other Federal reserve banks before they gave their views on
the question raised by Governor Harding's letter. Governor Crissinger agreed
to send & telegram to the other governors to the effect that he had requested us
to file a statement on the importance of carrying on these transactions for
foreign banke and that he wéul? send a copy of this statement for their considera-
tion before submitting their views to the Board. Our statement is now in the
course of preparation, and I will mail you a copy of it to-quzgy.

As this whole question is one in which you are vitally interested, 1
should like to have the benefit of your views, if possible before the mesting of

the Open Market Investment Committese.

Faithfully yours;¢€£§7 é

Benjamin Streng, Esqg.,

Cregmor Sanatorium,

Colorado Springs, Colo.
Digitized for FRASER

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



FEDERAL RESERVE BANK

OF NEW YORK

June 19, 1923

Benj. Strong, Esq.,

C/o Cragmor Sanitorium,

Colorado Springs, Colorado.

Dear Governor 3Jtrong:

Referring to my letter of yesterday regarding Boston's withdrawal
from participation in our foreign bank accounts, I am enclosing copy of a
statement whigh we have prepared and sent to the governors of the other Federal
reserve banks on the importance of our carrying on these transactions for for-
eign banks. 4s this whole question will be discussed at the meeting of the
Open lMarket Investment Comnittee in Washington on June 25, I would be glad if

you would wire to me at the bank any special comsents which you may care %o

make .
Faithfully yours,
700 N\
Jn HO CA.SE,
Deputy Governors
Enc.

Digitized for FRASER
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'GE> , STATEMENT BY FEDERAL RESERVE BANK OF NEW YORK OF
REASONS FOR ENTERING INTO RELATIONS WITH FOREIGN
A CENTRAL BANKS AND OFFERING PARTICIPATIONS IN SUCH
& ACCOUNTS TO OTHER FEDERAL RESERVE BANKS
June 19, 1923,

Before the war the policies of central banks were materially influenced
by the course of the principal foreign exchanges. In order to exercise a stabiliz-
ing influence upon foreign exchange, the flow of gold and the volume of credit, a
central bank would usually acquire a portfolio of foreign bills on gold countries

when the foreign exchanges were at low levels., When the foreign exchanges moved

against the central bank it would usually dispose of its holdings of foreign bills

ahd thereby support its exchange and prevent or retard gold exports. Sterling
bills were extensively acquired for that purpose and London was the prineipal centre
for such operations. Today this country has assumed an important p;sition in this
regard because of its free gold market and in order that this position may be main=
tained we believe that the Federal reserve banks should continue to promote close
and cordial relations with the important foreign central banks,.

For the purpose of permitting Federal reserve banks to act along the well
established lines indicated above the Federal Reserve Act empowers them to buy bills
abroad, and carry on certain other operations in foreign exchange. It was, of
course, contemplated that the Federal reserve banks would exercise these powers in
normal times when there were fre; international movements of gold, and consequently
the Federal reserve banks have not yet used them except to a very limited extent.
However, the purpose for which they were granted is clear agd in considering the
means by which they should be exercised, the officers and directors of this bank
have felt that the most effective Qeans is through the estabiishment of reciprocal
relations with the central banks of issue. It is believed that a more effective
control over movements of gold and exchange can be brought about through co=
operation between the various central banks and that such a procedune is prefer~-
zble to one where we would transact business in England, for example, through

igitized for FRASER -
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private banks, and the Bank of England transact its business here through private
banks. This principle has been recognized as most desirable by the Bank of

England as well as other central banks of issue which are now establishing close
relationships with each other.

Since the war governments have recognized more clearly the important |
influence which central banks may exercise on gold movements and the credit volume
and in stabilizing currency. In recognition of this the Genoa conference proposed
a conference of central banks to be convened by the Bank of England which should
provide for continued eooperation between the various central banks. The Treasury
Department and the Federal Reserve Board approved of Governor Strong's attendance

at such a conference if it were held, and presumably in doing so approved the

principle of cooperation between central banks, which was the leading topic on the
agenda for consideration.

Acting upon this principle we have entered into relations with several
of the more important foreign central banks namely:

Bank of England
Bank of France
Bank of Japan

Bank of Italy
Swiss National Bank
Netherlands Bank
Java Bank

National Bank of Belgium
Reichsbank

Sveriges Riksbank
Bankowni in Prague

and in many cases have agreed upon the terms which will govern the carrying of ac-

counts, making of investments and transactions in gold. This policy was
inaugurated six or seven years ago Wwhen the first reciprocal agreement with the
Bank of England was arranged.

Owing to the conditions prevailing in international exchange and the

suspension of free gold markets, the Federal Reserve Bank of New York has had

Digitized for FRASER
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practically no occasion as yet to use its foreign correspondents for the transac-
tion of such foreign exchange operations as were contemplated by the .framers of
the Federal Reserve Act. However, it has been deemed advisable tc establish
these foreign connections against the time when it may be desirable for us to
utilize them. We cannot expect the foreign central banks to perform for us in
the future the operations contemplated in the Act, unless we are ready to perform
similar transactions for them at times when conditions make such transactions
desirable or necessary in this country.

Under present conditions with a free gold market here, several of the
foreign central banks have had occasion to conduct in this mérket the kind of
operations which central banks normally transact abroad, and we have undertaken
the performance for them in this market of the services which they require. The
services thus far performed for these banks consist princivally of:

(a) the investment of their funds in short dated obligations such as
Rankers bills or Treasury certificates and

(b) the earmarking or purchase of gold.

If it is in the public interest of this country that the Federal reserve
banks should at times conduct in foreign countries the operations which the Act
contemplates, in order to exert an influence on the volume of credit in the United
States and on gold movements, and if these operations may be most safely and
satisfactorily transacted through the central banks of foreign countries, we in
the United States cannot expect to enjoy the services of these central banks unless
we are ready, when their public interest requires it, to perform similar services
for them. TFurthermore, as the aim of most, if not all, of the central banks is to
create steadier currency and credit conditions in their respective countries, and
as such steadier conditions in foreign countries are very much in the interest of
American industry, commerce and agriculture, it is therefore to the public interest

in this country that we should perform here, for foreign central banks, such proper
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operations as they, in endeavoring to steady their conditions, find it desirable

or necessary to transact through the Federal reserve banks. Such operations might,
of course, be conducted through private banks, But, undoubtedly, many foreign
central banks feel much safer and better satisfied to send funds to the United
States to be handled by Federal reserve banks than they would if the funds were to
be handled by private banks; just as we, in turn would feel much safer and better
satisfied, if necessity arose for us to send funds abroad, to entrust them to
.foreign central banks.

The development of relations between the Federal reserve banks and
foreign central banks has been given much consideration during the past seven years
by both the Federal Reserve Board and the conferences of governors of Federal re-
serve banks. The arrangements have, as 2 rule, been negotiated by the Federal
Reserve Bank of New York on behalf of all the Federal reserve banks. But at times,
particularly during the war, the arrangements were undertaken at the instance of the
State Department or the Treasury Department, and ir a2t least one case, that of the
Bank of Japan, by the Federal Reserve Board itseli. All of the individual arrange-
ments, as well s the general programme of relationships with foreign central banks,
have received the approval of the Federal Reserve Board; and the project zalready
referred to for a conference in London during 1922 of representatives of all im-
portant central banks, in which an official of o Federal reserve bank should par=-
ticipate, received the official endorsement of President Harding. -

From the outset it has been the view of the Federal Reserve Bank of New
York that inasmuch as these arrangements were entered into‘not primarily as a matter
of profit but as an integral part of the functioning of the Federal Reserve System
in the public interest, they should be participated in, as far as practicable, by
all Federal reserve banks. With this view the records of Governors' conferences
show the other Federal reserve banks were in he%?y agreement, and the amendment to

Section 14-E of the Act, permitting other Federal reserve banks to participate in
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such arrangements, was made at the recommendation of the Federal Reserve Board.
While the Federal kaserve Bank of New York has offered participation in these ar-
rangements to all other Federal reserve banks any such participation has been en-
tirely voluntary on their part. There has been no intention or desire on the part
of the New York bank to urge upon any other reserve bank participation in business
which because of the largeness of the risk, the smallness of the commission, or for
any other reason such other bank felt unwilling, unjusfified or uncomf ortable in
assuming.

The Federal Reserve Bank of New York has never felt that the profit to
be derived from transactions with foreign central banks was a consideration in en-
tering into such relationships. In fact, in the arrangement with the Bank of
England and some of the other earlier arrangements it was provided that all transac-
tions, including the guaranteeing of bills purchased, should be undertaken by the
respective banks without any charge whatever except for out-of -pocket expenses.

The later change to a commission basis for guaranteeing bills and agreeing at any
time to purchase Treasury certificates, was due not to the desire of the Federal
reserve banks to derive an income from these transactions, but to the disinclina-
tion which some of the foreign central banks felt at keeping substantial balances
with the Federal reserve bénk; without interest. The adoption of a scale of
commissions accompanied by reduced balances was devised to meet their views.

The risk involved in guaranteeing bills which already have ﬁﬁ banking
names is obviously almost negligible. But in the opinion of the Federal Reserve
Bank of New York, whether or not these transactions are sufficiently productive of
income for the risks involved should be given little weight in considering the value
of our relationships with foreign central banks. These relatienships should be
considered now, as they always hitherto have been considered, on the basis of their
broader value to the Federal Reserve System and to the public interests which are

committed to it.
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‘"\ FEDERAL RESERVE BANK

OF NEW YORK

Open Market Investment Committee June 19, 1923.

Dear Governors:

Referring to my letter to Governor Crissinger under date of
June 11, accompanied by a eopy of the letter writtem by Governor Norris,
you may be interested to know that on Friday, the 15th Dr. Hiller called
me up and stated that the letters had been turned over to him, and that
while the Board felt that they had all the power necessary to carry out
the program suggested, he indicated that he felt that nothing was to be
gained by a series of letter writing. To this stasement I very cor-
dially acquiesced.

Yesterday I received a letter from Governor Crissinger, copy
of which is enclosed. I am strongly inclined to let the record stand
and not have the subject reopened at the conference to be held in Wash-
ington on Monday, June 25. "

Very cordially yours,
m

Benjamin Strong, Esq.,
Cragmor Sanatorium,
Colorado Springs, Colorado.
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Dear Governor Strong:
At the request of Mr. Case, I am enclosing the minutes

of the meetinge of the Advisory Committee of Federal Heserve Bank
Governors, held in Washington on June 25 and 26. He thought you
might be interested in looking them over to see what is transpiring.
Hr. Case has been home under the weather for & few days but expects
to get around sgein Thursday. He had en sttack of poisen ivy,

/ nothing serious, but very painful.

| fe are all sc happy to learn of the splendid strides you
are making end are looking forward teo having you back with us very

soon. A1l send kindest regards.

S8incerely yours,

Mr. 'Benjamin Strong,
Cragmor Senitorium, ,
Colorado Springs, Colorade. : |

D, Lk
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FEDERAL RESERVE BANK

OF NEwW YORK

July 7, 1923.

Dear Governor:

I was laid up for a few days with a bad attack of ivy poisoning which
necessitated my keébing pretty quiet. I asked Dudley Barrows to send you a
copy of the minutes of the recent meeting of the open market investment committee,
which when in session resolved itself into a meeting of the advisory committee
of Governors. The minutes will give you the unanimous views of the six Governors
and two Chairmen who attended the meeting, as well as the views of the Board,
dealing with the par collection matter. There is to be held on Monday in
Chicago a meeting of the standing committee on collections to arrange for the
method of handling items endorsed by non-par remitting banks.

You have heard of the Board's action regarding the joint Cuban agency
of Boston and Atlanta. I think Mr. Jay either wrote or wired you following our
last interview with Mitchell of the City Bank, that he agreed that if this
application was granted in this fashion he had no comments or suggestions of any
character to make to us. He understood our position thoroughly and said that
so far as he was concerned he‘fully recognized<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>