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FiIFTEEN NASSAU STREET
NEW YORK

, August 27, 1921.

George L. Harrison, Esq.,

15 Nassau Street,

New York, N. Y.

Dear Mre. Harrison:

governor Strong desires the pleasure 0f your company
at dinner on Tuesday evening August 30 at 7:30 p. m. at the
Metropolitan Qlub this eity, Pifth Avenue and o0th Street,
given in honor of Governor Norman and Sir GharleslAddis, at
which our directors will be present. Dinner coats will be worn.

Also, he desires that you will keep your luncheon
engagements next week free so that all may lunch each day with
our guests at 1 ofclock in the Officers' Lunch Rooms . You, of
course, understand that no publicity should be given to any of

the above.

Sincerely yours,

/G//Z// L \X/




January 24, 1923,

Dear Harrison:

Of course, it was to be expected that you would have some pretty
uncomfortable days and nights after your operation. I do not want you to be
discouraged by it. I have been through that sort of thing so much myself that
I have come to believe that one's apprehensions become distorted by pain and
that the glorious day arrives when one is sbout again as sound as ever. The
important thing is for you to ‘taks care of yourself and not be impatient to get
back to the bank.

To relieve your mind, let me say that the Governors' (‘Jonferme program
is all under way in Miss Bleecker's hands; the meeting will not be held until
the last of March, and by the time you get back to the bank, all the material
for the program will be ready for you to tackle. The Porto Rican matter is
all fixed up and a report hae gone to the Reserve Board, end Mr. Gilbart ie fully
familiar with it. Also the special payment to the clerks has been authorized v
and made, and I gather that the organization is pleased. Dr. Miller is laid
up but ¥r., Mitchell is back on the job. After a chat with my doctor, I decided
tc leave to-morrow for aout.hem Georgia with Bd Stettinius to loaf in the wm
climate and if I feel equal to it, shoot a few quail (if I gbﬂ‘fha)

So plosae take care of yourself, and do not be restless abot*t. the "
bank. -- It won't run away in your absence.

Yours sincerely,

lr. George L. Harrison

©/o: Union: Protsstant InTifmary,
1514 Division St.,

Beltimore, Md.
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GOLD IMPORTS TC AND SXPCRTS FROM THE UNITED STATES

AND GOLD RESERVES OF FEDERAL KESERVZ SYSTEM

Gold
Imporis

1921 Dece 28

1922 January 26,571
Felruary 28,739
Yarch 33,488
hpril 12,244
:ﬂy 839943'
June 12,977
July 42,987
Lugust 19,092
September 24 464
October 20,866
Novembeyr 18,308
December 26,440
Total 275,170

1923 Januery 32,820
Februery 8,383
March 15,951
Lpril 9,158
ey 46,156
Junes 19,434
July 27,929
August 32,8506
September 217,804
November 39,157
Dacember 32,641
Total 322,714

1924 Jenusry 45,170
Crond Totel — 643,054 -
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Registered 1ail

Combined Total

Daily 4Lverage
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56,701e17

49 ,064,99

P14 402,500

2,862,000

(year)175,000.00
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Incoming
Registered iail
Express

Total

Combined Total
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TYPES OF PAPER Cl SSUED IN VARIOUS/

{ oAIITR TRe
A ju N4 R 2

(1) Benk of Englend notes
England acting solely as agent.
France
ank of France notes,
Sweden
iksbank notes. (N.*B3 Riksbaunk is sﬁate-ownedj»

Norway

Notes issued by National Baunk.
Netherlands

(1)Notes issued by the Netherlands Banke

(2)Currency notes (silver bonds) in denominations 2
and 1 fl., issued during war to supply lack of subs
process of withdrawal as coins are again put i c

B
ci
o

Ge rmany

(1) Reichsbank notes

(2) Notes issued by Banks of Baden, Bav

(3) Reichskassenscheine or Treasury Not
in 1874, increased in -9;3 from 120
never large.

(4) Darlehnskassenscheine, issued by Land Banks during th
credit for persons not possessed of collateral acceptable

banks. Withdrawn in-1924,
(5) Rentenbank notes

Notes issued by Banks of Italy, Sicily and Naples.
Notes issued dirsctly by the Government. >

Notes issued by Swiss National Banke

Digitized for FRASER
http://fraser.stlouisfed.org/ Notes issued by National Banke
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(2 Currenc Notes, issued for the British Treasury by Bank
]

Bank of Norway notes, ' Small State notes replaclug silver

P
of‘ v
Al G
\4
coins,

fl., 50 cents,
diary coinge In
rculations

Sexony and Wurtembsrge.
ued  as an emerg

3
iss ency measure
240 million marks.

Issue

e War, to. provide
10 commercial




Spain

llotes issued by Bank of Spain.

Austria |- 3 5

Notes issued by Austrian National Banks,

(1) Notes issued by Bank of Japan

(2) 01d Government issue in process of gradusl redemption through

Bank of Japane i

(1) Notes issued by Chartered banks.

(2) Dominion Notes, issuied directly by the Government, and largely
held by the banksas part of their assets.

Australia

Until 1920, paper currency was issued by the Treasury, but ia that
year note issue was turned over o the Commonwealth Bank, which

established a separate Issue Department.
by the Government.

Foreign Information Section
Reports Department,
October 7, 1924,
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(:) MINIMUM DENOMINATIONS OF PAPER CURRENCY AND PAR VALUE IN DOLLARS

© Envlénd L gDonominations Par Valus in §
Banknotes E5 $24.33
Currency notes 10 s 2643
France ‘
5 francs oéss
Sweden |
1 krona °268
Norway
Banknotes 5 kroney 1«?4

state notes 1 and
2 kronsr, issued
to replace silver
coing.(Small volums

i oustanding.|
Donmeark /
1 krone 268
Netherlands
( Bauknotes 10 florin 4,02
Currency notes 50 cents o201
Germany Fre
f Reichsbank notes 10 marks 26382 :
L Reichskassenscheins 5 marks 1,191
Darlehnskassenscheine 1 mark . 02382
Italy
Banknotes preway 50 1lirs 9955:
Reduced during war 25 lire 4,885
State notes 5 lire 965
p silver notes 1l 1lire 0193
Switzeriand
3 francs 6193 >
Bolgium 1 frans 193
" Spain Prowar 25 pesetas 4»8é5
No data available as to vhether any reduction was made during
the wars |
Digitized for FRASER
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to produce 922,000,000 ,:;r}n'bhl;;g 9 condinue fo:' six uonthe,
e silver dollar colnag
progron and withowt mecessitating any gvertime or any a*c"d t tbna
aopropriations. . e bolleve that 4% S8 importmnt that the lints
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gobimntc. wne net increcce of gold coln at ¢tho end of six

munihs :'.rili bo some 132,000,000, an amount somewlkit lese than

syour Curroncy Committeo will dator ”c;:ort 0 bo nccecsury or
sdvizeble. in ncsordanee with the gonoras v»romu"n that 1% has agreed
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Denominations. Circulated
10,0008 360,760,000
5,000s 67 ,180,000.
‘15,0008 648805000,
500s 929,000,
100s 120,000
50s 65,000
208 29 ,000%
10s
0dd notes 7,820
435,970,820
gold Coin
2ea/e
5s
10s
208

/’1
D'Lgmzed f01‘ uoi
http://fraser:st or /

Federal Réserve Bank‘of@tzizoum g

T=——PREASURY DiPART

TN

A Akt A

The United States Assay 0ffice at New York.

New York, N

“®

Close of Business Noveambsr 19, 1923

\

Total

New

3,200,000
2,000,000
5,040,000
5,000,000

15,240,000

Circulsted

4£5,000s
24990,000e.
2,215,000
53,495,000

38,745 ,0000

Potal

360,760,000
67,180,000
5,880,000
929 ,000
3,320,000
2,065,000

- 5,069,000
5,000,000

7,820

451,210,820
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For officials ¢f AruaSU”J Dee-

P ‘ partment, Federal HReserve Boar
"/ and Federal Ressrve Banks.
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PAITAMINTAY T SN T TR RSy SOvy gy L VY R T I T ht BT 65
CURRERCGY DIOSERIBUDIVE AUD PAYNERT POLICY ¥FOR

[ y ! ARERN Loy kW e e T KT e

Lt - FEDEIAL FUEVE BAEKS

The coxmittes on uax">ncy:sun“*v W Gistribution, with memborshly reprécent-
ing the Treasury snd the Pederal 2wssrve zoard, at a medting in the of fice of the
cormmissioner of the Public Debt, in Zmrch, 1922, with representation from Federsl
dezerve janks prosent In accordance with & minute adopted by the conforence of
covernors of the Federal Roserve Benks held in Washington in Qetoter, 1921, adopied
throe spscific recommendstiona. The Secretary of ths Tressury sud the Federsl fcaervg

Soard heve considered thege recemrondutions end, after & further conforconge with the

commities snd after further study of the whole ewrrency situstion, huve sgreed wi.on

the £0llowin rogram winich it is

P

velieved will further the effective, sound, wwd

économical distribution of earrency throush tho Federal Reserve Sumka, In erder,

however, thétl the exeocutlon of the program will sttain its mszimm good, it is
necessbry thet euch Federal Reserve Bunk sgres $o udopt snd ualformly carry out

procedure or noliczea outlined herein. fhey arg,

“
B
¢

I. 5T4HDAADS OF FIEss OF curulkey
Jeéper curreancy tendered for redenption in order to be classed as £it for fuvrthor

antion and genuincness oan

(1\
=
.
]
%3
e

cirsulation must b&lfairly clean s0 that Ils claseg 4
o determined without difficulty, snd wust coatain 2 sufficient amount of wiifer or
ngizing» to pan&it,its bain$ hendled with facility. It should not contain hoavy
cresges which break the fibre of. the papsr and indiszte nat disintegration hes
beogum. 4 fit note when held Uy one eand in one hand and pressed into a slightly
concave shape lengthwise ghould sustain Iteelf substantially ondz line with the hand.

It should not prosont a2 liup Or rog-like sppeoreznce. If 2 note has rotained a faiy

@oount Of the orizinsl strength or woizlagv, it is it wnless it i3 so budly soiled

&3 t0 be offensive, or is tom, g‘r forated or otherwise mutilated. Mare of reGsiag or
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o wrinxllng thet hes not broken scr seriously woekensd the noue C0és nol mexe it
anfite So-~culled »dog e&rs® OF bont curners ¢o not render notes unflt.
{} The standard of fitness defined above shall apnly to all fowmas and
deacminoctions of circulating Currentye
(b} Tost exeminations of c,‘.(.n kind mmd cuch demominatiion of pupér cwrroncy
presonted for redemption by eouch Fedorel Heserve Jank will be mzde under the
general supsrvision of tba Prehoury and Foder l Roserve Bowpd Cwrency Commlital,
and tue resalits of such examinstions will be reporied &t the end of each monih
to the Fedaral Resorve Boord for the informution end guldsnce of deral Recerve
Banikse
II. AITHCDY OF DISTRIBUTICE
in order thet tho stendsrds of fitness in the circulatlion outssexnding in Lho
goversl pedorel Reserve Districts chvll Lo 4o nsorly uniiorm s pogsidle, wund ia
order that there mey be & uniform policy in all.distrdcts 4s to the dliferont
kinds of currency 0 ke put inte cirgelusion, now currency siculd e distributed
throush ths Fedoral Reserve Fanks wnd not direst froo the Treasury exaept for
parely local necdse ;
Ill. ORDER OF paYiERy OF DIFFLRENY Kigls OF GIQREICY
federsl posorve Sunks, in mzking pagmonts of currency, should distribute
gurrensy ia the following order of profsrencs:
fa}] Ot's and gvers
' (31} *%G'Gi()x?.n..l Qr‘ri\ ’1 De
Z}) Pederal Ressyy i -nGteg.
&} silver Gerd - o
(4} U, £, Hoteg {lLeged fonders).
{E] Feaerel Reserve nolca.
{6} Gold certificates.
O TL, - 5ines tho mexbmws desomincilon 07 natlonsl banik potes, Silver certiricutes
and legsl tendérs is £1,000, piysents in deaozinations -ugg;ew thap that amount
. rust be mide in Federsl Joserve notes end (old certiricutes, in the order nimed
Digitized for FRASER
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dscrease its vatimatos it s.h;)ule}. 80 ¢aviaze the 30srd by teleprsm on the luast
buginsss Guy of sny uzonth, sieting the waoumt of each denomination which 1t
txpects 1o wilhdrow from the Jashinglon reserve sicek during the renwining

mentas 0f the yesr, The Ho«rd will then adlust prianting orders accordingly.

Although this peogram muy fesull in & temporary incresse in the rescrve stecek

e1 some of thoe buanks over cnd above the fixed minismunm figure, it will sccome

plisk a1 ordgrly Operation of the printing process for the balance of the year,
&nd will leuve euch redersl Resewve Zaak with its sgreed misirum reserve stock
oz’ aoles &b the and of the calendar yuwers. {(Unls plen supsrscdes the Federal
agserxve poardts lcotter Z-J0Gl of sprll 11, 1922,

iX. DISTRIDUTION OF GUITED STATES CHMRENDY BY TRELSURY DEpaRmSiN

nited Statos CUDIGHSTew Lach ;adﬂ;yl 26202ve Pagk will sivise the Federsl

Reserve pourd (for head ofijce and gach brench separsiely) of the amounts of &
and §Z bllls estinated to be suliicient for one month's reserve supply amd will

now place orders with the Zoard (for ussd office end each urwch soparately] to

dreatls cual reservea of these auounise reafier, ooch bank will ftelegraph to
the Federal Jecerve Hoerd on the lant businegs doy of osch menth the smount of

“

shech dencnlasticn of 1l and §f notes {Ynited ftuies currency) estimeted ss sul-

f)
S..

CJ
1

Yy
oy
%]
&
&
£

ficlent 10 malantaly roserve stocus &t the ke & branches &t the fixed
figures. dontihly ovdess o the redersl Reserve Zoard for Pnited Stutes currency
from the Tressury must be vonfinca solely to the §l snd J8 denominaiions, mnd

zust not include regulsitiouns for highe

"‘5

denominavions, #t iX a4t any tire the
Zreasury finds 1t necessury wndss the law to issue inijed ftetes notes or other

kinds of United stetes currency in denominatioas sbove §1 zod €2, sach notos
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PROPOSALS SOR COINDIG-GOLD AL RMINIING GOLD uILll‘l’.“lL"” e

On Janiaeyrs: -0y l 4, the total deposit and note lisbilities of the
Fedoral Resorve system aggrogated [4,013,599,000. The total gold resorve
of tho systen as of 'the game date rmomted t0 $3,142,717,000 This ropreo=-
sents a gold reserve of 70,71 agaim the sgpregnte note md deposit
1iability of all twelve wuem.. Rogorve Banim. Tho ‘mo%" Resorve Boord
stoiomont as of Januory &0 1::$.‘:.c'**e¢ that the totl rescrves against the
combined lia'bllitios ware Glos 2y but this Liguro took int a wn" ideration
the "lawifnl monoy" reserve as wall a8 golde  From the point of view of
the pudlic, those reporied rescrves of the systom give an inascurate
impreogssion of the payable rold re.,o* re8 of the syston, sm:o the grecter
bulkx of the gold nold by the Federal Nesorve B:m‘::, ineluddny the Pederszl
Reserve ageats, 1s in gold bu‘llione In fact, on Jenusry 31, 1924, the to tal
;n,,.xblu g0ld held by the Federal Rouazvve Banks and gpents cmowated to
w8529604,0006 0f this amownt, $204,72%7,000 consisted of gu"*c. coin and
the balances $427,877,000, consistod of gold certificatess The two to=-
gother, comprising the entire hond to hand supply of gold, represent only

T o &5 of (344013,599,000 of dopesit snd note liadilities of the several

<

Toderal Reserve Banlse While one of tho individual bayss has o roserve
of gold coin mnd certificates equal to about 255 of 1ts tobiel note md
deposit ha'b:.lities, mny of the others have lesa than 5y and two of them,
lose than 27,

In view of these factsy and in view of the nature of the obliga-
tioms of the Foderal Reservo Banks which hold the resprve deposits of the
commereial banis of the country, 1t appeared to the Cormittee to be
vitally important to consider somw plan whercby the rescrve stock of n:zu&”slc
£old in esch Paderal Reservo Danl nisht be ine roauec). to som percentaogs
approxirmating a more comservative recognit jon of the natwre of the liabili-
tios of a resorve inditution. Various fifuros were considored, but it was
finally concluded that vhile the final cho co st be more o loss arbie
tra‘“y. it would be both satisfactory ond practicabla to establish a reserve

of zold coin and cortificates in the reserve banks equal to sbout 207 of
tl.g total note and deposit lisbilitdsz of the sJ sten as o wholee |, 0 thia
2055 it was comeludod that about 1/3 should cmsich of coin aad 2/3 of -
certificates. ,

The following table proparod upon the basis of tho figures alroady
reforred to above, wiil portmy L,-apmc_}ly the jresent position of twe
Pgderal [esorve Banks in this repard,,and will. ind-uaue the nmount of coin
and cervirficates to be minted or w..ij:/ on tho baslis of the propcsal of the

committen. {6/5’“ ?"’""’ie‘ &“r‘ 4

¥ K $ 3 o £
0] &/\» V f e "*"(’{.-“: )
1T A

LA E mnﬂvmaw{)qir'“'n—ﬁ;.\,}i’::.-,l 4

=R, zrote@/ﬂl’f’? f”;' se w o e §2,022,514,000
T I, Deposity ?’2”' 5 s e e s ’ 1,991,085,000
wvy""" 2 gt 4 .‘|{/ < { . ) ..
9’! :E" 4:“ f&é{g ’i ([ f‘tl !{/{y :lé / {'P / {ﬂ/:;:i‘" ‘:‘490139599’ 000
/ ) &

ol . L R ;‘?ﬁ
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5 e o 204,727,000
~ 427,877,000
FROZ051ET BY ML COMIINDTE, g
aobe—and-dunnsl o o
. ((,,Ua-"t:v
‘—‘O,ai;-“l old coin zand certificates = 7204000
of vhich 2/3 should be in certificates = 535,147,000
(g .
afuitiien 1/3 should be ian coin- 26" 000
Proposed ingrease in 625646, 000
i L i 10742704,000
"‘..\%
7o provide this inoreoase in both coin 2 cer‘si fic it would
be necessary %0 coin not ounly the JNW 00000 68 t wted to gseary
to build up the requisite supply in € edoral It:sc"vo Benls it would
1s0 be necessary to coin the .;355,;.*555,,0&0 essentlial under 7 8l 8
g for the issus oz“ 3107, 270,000, addit fonal ner“‘.-xcmm o n ot nor
rds, to supply the Federal Reserve Baww with the proposed aomount of
1 and cer iu.caucn,, it would be necessary to coian }99,179,000, of which
I :3 L_;LuelJ 6;{)09 9000 would o to the veserve bauks and 36,000,000
to the Treas On Jamumary 30y 1324, the total gold coin Z-vlc_ b' the
Troasury wag ./] 4164000, . The total amount of "o.m certifi out=
s‘..m.rl 2 'nu \4499, 0% . 000% Under the pwscn requirenmts 1&1:, the
B of @old coln was o,* t‘r- at date =p J.."u::"’h.utclj oaly ! 390<‘0 OC{) in
excess of ‘al:o smount reguir as g besis for csriificatess amonnt
is 3 o ms jgnificant that it wos not w;’;siae rad in uoteru*mc; *’ua ampunt
£ additionmnl gold coin ::-f:faosrur;; &s a pasd :‘or m.c- additionnl certificatas
ﬁeccx:‘.:maed. by the committee to be supplicd o the lederal ;usww Bariioe
If the recommendations of the gf n« o6 outlined above are carried outb,
the gold statoment of *“o "I"C"""”J uld bo changoed ag follows:
C 1 P 20,15 + }‘)'”1.:
- Y& ’4 e K 4Py B¢ 27 ¢ gm
g, - C“»“n S.a‘;f/c/,f’(,;-,,ug?;; 218 ovp
i o B
P ey J{Sq,aj'\; TN m& {{gx /17!., 717"’ dev ,/5‘@,-"‘}7’- TR0,
4 {i’ 1
X |
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L0 e b 106587 790005 | _IL, WGTETVE: u” az the commitiee recomwndss tho gold

.coin holdings of the Treaswry :-:v:.;_"‘* should “a" ba less than (O00); OO0,00G,

it would be nocessary to coin on additional 135,000,000 $0 neet o
present deflcit. Thise togather with the a.msz already recomrmndod to
provide the Pederal Reserve Baaks with tho proposed cmount of coin and
corm icates, would involve 2 gold colnage “)T-o‘:ra'z of approxinaiely
11235, 000,000, ‘“he cormittee haxt been L.aviuod tat it will bo possible for
the Mint Service immodimtely to enter upon o J20 so rx ¢ oinage wrogran
to produce $22,000,000 mont :Alg to contimie for siz n onthsy without in
ey woy interferingz with the 1lvw ~dollar coinnge progrem and withoul
necossitating any overtime or any additlomal appropriations.. The
committee has already recommp 1ded in & prelicminary report that the Hinds
should immediately commonce 511:1‘121- gold ia acwrd_.n& ’: ith this sstinata.
It the Hints produce the full zmount of the estimates 132,000,000,
will have been minted at the eud o“ gix nmonths. T."Jhe_. it is wmderstood
that tho Uing uGl"Vi&,O would have % o devote the better part of its efforts.
to the coinage of subsidiary s:.lvme, oven assuming tint it will not de
possible to contimze minting any gold “cw the balaxpe of the year after tho
elapse of thosg six months, 1% will moan that only ‘C",OOO,OOC* in gold
coin will hove to bo minted next year in order fully to complecie tho
rrogram recorronded by the commitloes - If, in obtaining the ultimate
resulis desired, 1% is m.cessar;r'f»f same of those raservae baxzs which
now hold gold coin to redepos it thal coin with the Treasury in ofder to

-permit of the printing of gold certificntes, that lu o mattor in vhich

Foderal Reserve Banls will no dowrbt co=operate with a view to facilitating
tho ultimate accomplishment of the committee’s mrogram. w, also, if it ?
should bo desued desirable to have g xae of t1e resorve hans wiich now
hiold relatively large supplles of gold certificatos, ship soms of those

“. certificates to other fedoral Resorve Baxks holding s l‘OliL.‘CiVGl:[‘_;,Smll

supply, that also is a mtier in which Federal Reserve Bunlze will no

doubt co=operatos. it my .;e it in the progess of cam"“‘” ing the
comn’atee’a‘ wopran, other shifts between the Traasury and tho roscrve

banks, or vics vorss, ray ‘ho advisablog ut those are merely matlers of
detail incidental to the min purpose of the commitfee's progran.

o e i s ] e"(/\ WY G (AN BT ALY
IRIRYA EG OF CARTIRPICADNS.

ot
e,

In addition {0 the priating of certificalcs alrecdy roforrad
to above, the cazaitioe recommends tho aotJ.(Jll nant of 2 rosorve stock
0*? gold certificates in the demominntion . of 10, §20, 350, and £100,

pregating $15000, 000, OOO. ;

o

. On January 31, 19%, the Treasury's resorve of gold cerii :\‘icdte’s,
including the amount held in the New York Assay Offlce, agsrogatod
$1,200,330,000. 02 this omount, howover, only (97,614,000 werc inh de-
nominations of {100 and mnderes ‘hother or not 1rosorve boauis s*o*&era\;ll‘;
establish the pollcy of volumtarily paying oub mld as has bosa done. Dy
two .of the largest reserve banlm, the comuitéce bolievez that the roservs
supply of gold cortificatos in the sml lor dencminations is winlly Inade-
quate. R &
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Gold certificatcs o ¢ ¢ e.6 o 0 64 @ 6 6 0 a 6 00 0 0 2?:.9533 gOOO
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Gold redemption fund == Us Se Hoasr'el o s o ¢ o o » o 123,506,890
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July 2, 1924.

My dear Harrieon:

Of course, it is tough es can be that you muet have another siege in
the hospital. I camnot tell you how much we all regret it and sympathize with
you. The news we 21l get of your progress i= immensely encoursging, amd of
course that helpe very much. I cannot restrain myself from repeating the warning,
however, that I think heretofore you have beem im too much of a hurry to leave
the hospital and im too much of & hurry to get back to the bank. It ig a fault
of which I have been guilty myself oftem enough. to feel! wirrented-in cautioning
you not to do anything like it sgain.

Everything &t the bank is fine but very quiet. We were promised a |
visit yeeterday from Semator Heflin, who wented to see our mew building; but I |
did not weit sround with any refreshments to meet him. Ir fact I went up town |
to hear what was going on at the Convention over the radio. Doa't even know
whether he came or mot. It is just ae well that I should not be here when he
does come, for I would rather refuse to see him than etart up a row if I did
see him. We had a nice letter from Mr. Case who seeme to be havimg a splendid
time, especially st Oxford. As you know, he will be back the middle of this
month, and Jay plans to sail on the 12th.

You need feel no uneasiness whatever on asccount of your absence. As
you know, I had planned to be here thies summer, snyway, and I find that the
summer agrees with me better in New York tham amy other season. Also I am feeling
first-rate, and over this week-end I may try my hamd at a little golf.

You may have observed that Mr. Mellon has announced that he contemplates
calling the 4s of 1925 and paying them off February first of next year. With
his usual direct way of doimg things, he just saye he is going to do it, although
of course the Treasury will not be pledged until the formsl call is made. This
is a step in the right direction. I have about made up my mind to have the
next meeting of the open market committee im Chicago on the 25th of July, so as
to meet with their directors. I think the whole bank will get & better under-
standing of what it ie all about if the committee meets there and discusses the
policy of operation with the directors present.

This seems to be all the news. Please make it your first business to
get well and you will please ue all very much, especially your friemd, the writer.
I am proposing on my next trip to Washington to stop off and see you.

With ell sorts of good wishes,

Affectionately yours,

Mr. George L. Harrison,
Union Memoriel Hospital,
Baltimore, Md.

| BS. MM
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July 10, 1924.

Dear Mr. Harrison:

We are all delighted at the good reports of your progress, and I am
egpecially delighted that you seem to be free of pain and discomfort which
would be so trying during the hot weather. Everythimg at the bank is serene
and your absence need occasion you mo anxiety whatever that it is causing anyone
inconvenience. I have beem a regular and consistent trusnt myself, goinmg so
far yesterday as to spend about an hour at the Convention, where I watched the
animels perform with a good deal of amusement, sitting indeed with the altermates
where I assumed the air and manner of a ward politicisn and was so successful in
doing so that at least & dozen perfectly strange delegates greeted me with
emiles and nods, behind which I could discern possible invitatione to vote for
favorite sons or daughters. But the heat drove me away, and I slipped into a
friend's apartment where there is a good radio and heard the whole business very
much better that way tham on the floor. The landeslide for Davis at the emd
was immense. My personal feeling about the whole affair is thet McAdoo hes
earned the contempt of his party and the country, eand I hope he gets all the
pleasure from the prize that he ie entitled to have. Smith I think ie regarded
as & good sporteman having played the game suvcescfully. Some of his backers
told me that long ago they knew he could mot be nominated, but mo power on earth
could turn them from their determination that MeAdoo should not be nomimated.
Then at the last minute it seeme as though some dispemsation of Providence
visited a lot of our misguided people at the Convention and thrned them to the
only man on the list who could overcome the prejudices and bitternesses that
have developed in the cempeign.

None of my Rmbue\n,‘frlada agreeswith me, but at the moment and
with thinge as they appear to be now,I believe Davis will give Coolidge a very

hard run for his money and may indeed be elected. The reasons for my feeling
that way I will elaborate when I see you. But I do not hesitate to say so wery

strongly because there is considerable doubt in my own mind as to whether I
should not vote for him. The principal reasons being:

(1) My high regerd for him.

(2) My contempt for the record of the Republican Party im Congress
and in some other respecte . . pefore ... Mr. Ooolidge's . 100k orfige.

(8) My lack of sympathy with their course as to Buropean affaire.
(4) My hearty dieapproval of the Republican Party's teriff poliey.

I am not going to decide until I know more then amy of us know mow.
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2 Mr. Harrison July 10, 1924.

The new building is coming along famously barring delays with the
glaziers who are on strike and the apparently slow progress on the first floor.
We gre moved in wholly or partly om the 9th, @th, Sth and 3rd floors, snd further
moves are taking place with fair regulerity.

Jay and Masom have dealt with Curtis in regard to the notarial matter
and are making progrese toward s solution on a plan which we can all approve
which will leave Curtis with a part of the business but eliminate the objection-
able features of the present arrangement.

Our investment account is up to $395,000,000, so we are proposing to
have another meeting in Chicago on the 25th of July.

Money is easy, but we have done mothing further about our rate, although
current discuseion on the street seems to snticipate that we may go evem lower.

Mr. Jay eails on Saturdsy snd Mr. Case returns on Tuesday. He writee
that he has had a grand holiday.

Owen Young has been suddenly summoned to Londom in some unmoffieisal
capacity in connection with the meeting of the Prime Ministers for the arrange-
ment of adjustments in connection with the Dewes progrem.

This seems to be the budget of news, so you may imegine that things
are quiet. My own plans for the summer are indefinite. We have another wedding
in the family in September, and after that I may get away for a while. Meantime,
should a trip to Washington be necessary I will arrange to stop off and have a
visit with you. Be good - don't get restless - and beyond everything setay in
the hospital as long as the dootors tell you to - and even longer. I am so
afyedd of your being foolish in your urgeney to get back to the office.

With my very best to you, and much affection,
Fei thfully yours,

Mr. George L. Harrisonm,
Union Memoriel Hospital,
Baltimore, Md.
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July 22, 1924.

Dear Hr. Harrison:

¥r. Rounds and I are plamning to be in Washington the early part
of aext week to work ocut a program for Mr. James' commitiee on efficiency,
economy and ealaries. Therec are quite a mumber of other matters that will
come up to keep me there probably for about three days. I am rather plann-
ing to stop off either going over or returning, to have a visit with you, if
it is 2ll right for me to do so. On receipt of this letter, could you drep
me & line or telegraph me advieing just how long you expect to be in the
hospital, and whether it would be convenient for me to stop off Sumnday after-
ncon, or whether you would prefer to have me do so on my return from Washing-
ton. Probably it will be more convenient for me to make it Sunday aftermoon.

Mr. Case is Lack looking fit as can be, although he had a touch
of toneillitis on the way home on the boat that made him rather miserable
for a few days and kept him home until yeeterday. It ie all cleared up now.
There ie not much doing in the bank juet now - things are very quiet, and you
need feel no uneasiness about being away. I shall make the necessary arrange-
ment® about your absence so as to conform to the usual red tape, but it has
all been explained in Washington end they thoroughly understand and sympathise
with your mishap.

e now have about 1000 people at work in the new building, and it
looks fine. The program for the final moving, including the valuables, has
been worked out to the laet detail and will be approved at our meeting thie week.

I am asking Mr. Gilbart to send you some papers on the subject of
direct sendings, which I think will relieve your mind of any uneseiness which
was caused by my comments on that new development in handling checks.

Thie ie about all the news. Let me know if you want any readinmg
matter and what eort you emjoy and I will see that you are kept well supplied.

#ith beet regards, snd looking forward to seeing you, I am,

Yours sincerely,

¥r. George L. Harrison,
Union Memorial Hoepital,
Baltimore, Md.

ES . MM
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July 24, 1924.

Dear Hr. Harrison:

Just & line to advise you that I have your letter thie moraing
and have decided to tske the treain leaving New York by Standard Time at
10310 Sunday mornimg, due in Baltimore at 2:20 Standard Time, 2nd if quite
convenient to you will zo direct to the hospital for = little visit, and
then take a later irain to Washington that afterncon. Probably if I tske
either the 4:18 or 5:23 train, it will not invelve my being with you so
long as to tire you out. It might be as well for you to wire me if thie
is all right, 22 I can change the traim.

Yourse sincerely,

lir. George L. Harrison,
Union Memorial Hoepital
Baltimore, Hid.
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July 29, 1024.

Dear Er. Harrison:
T
1 was delighted to sse you =0 well and shall take
most encourazing word back te the office about your
Drogrees.

You and Miss Stewart both having spgreed that a little
work would be helpful, I have found a job that will just
suit you. The new Aseistant Secrotary of ths Treasury in
charge of the fiseal bursaus, ¥r, C. &, Dewey, wishee lo

" have & talk with vou about the currency and coinm nrogram.

The whole matter has been turned over to him and he is go-

ing to take a real wallop at it. I have told him that you

wil® be delighted to eee him and that when I return to New

York I wil! get out the files relating to al’l those matiers,
gend them over to vou 70 th4 you can rofresh your aemory

about the subject, snd them he -an elip over to Baltimore

and epend & couple of hours with vou fiscussing ways and means
of getting a comprehensive program under way to cover both
gurrency and coin. If the dootor or nurse vetoes this, please

“telegraph me at New York, se I am returning this afternoon.

1 wil] also . zend you some books when I get back home.
Guod luck to you,

Eincerely vours,

Wr. George L. Harrieon,
Union Memorial Hosnital,
Baltimore, Md,




m.t '. 1924,

Dear ¥r. Harrieon:
e .

You may be interested im reading the enclosed letter from Hr. Jay.
Please destroy it after reading. You saw that our rate went down yesterday with e
s bang. It will be helpful to everyone concerned with the exception, of course,
of banke which have money that they camnot use. If there is any kick about the
rate, it will certainly be coming from some of the chronic ones of that category.

Confidentially, I have some rather gloomy cable reports from the other
side about the progress of the negotiations over the Dawes plan, but the prees
dispatches to-day are much more encouraging.

There ie little here in the way of news. But I would like to have your
advice about one matter., It is most confidential. The last time I was imn
Washington, Mr. Bounds and I were told quite im confidence that information had
reached the Federal Reserve Board that there is a very considerable development
of nepotiem in one of the Reserve Banks. Of course, they did mot refer to ue.

I wae asked whether it would be feaseible to put on the program for the aext
Governors' Conference a lot of topics relating specifically to those matters of
ethics which unfortunately are not always as clearly understood as they might be.
I answered that so far as our bank was concerned we would be delighted to have
ell those subjects discussed, but that we would not think of suggesting those
topics for the program; that the Board must take that respomsibility. I was
then asked to prepare some simple Sopics which I have done and Mr. Mason is now
locking them over. They relate specifically to such matters ae the appoint-
ment of relatives of officere or directore to positione in the bank, their
.employment as brokers or otherwise cutside of the bank, whether any ome assoelated
with theobank or related to its officers or directors gets orders for supplies or
has any other like transactions with the bank, etc. ete. What do you think
sbout it? I can well understand that some of the men at the meeting and
possibly the directors ofsome of the Reserve banke would resent what they would
regard as sn inguisitorial attitude by the Reserve Board. On the other hand,
there have been hinte of other matters of this sort which should in fact be dealt
with. I would like your gemeral opinion about.it.

- The only other matier of any interest that I can think of has to de
with par collections. Mr. Angell came im yesterday to advise us that steps had
been taken by arrangement between a little State bank in Missiesippi and ¥r.Claiborme
te lay the foundation for znother suit, the aim being to force the Reserve Banks
to give immediate credit for items payable within ite own district, I shall not
burden you with a description of the techmicel details, but it seeme that Mr. Angell
has had a couple of meetings with the Federal Reserve Board in the matter, and the
Board seems to be teking a pretty active direction of the litigation, having gone
so far, I understand, as to make some suggestions to the Atlamta Reserve Bank as
to Mr. Randolph's relation with the litigation. There isn't amything we can do
about the metter because as I understand it Wr. Angell's call and advice to us
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2 Auguet 8, 1924,

wae simply & matter of courtesy and mot by request of the Federal Reserve Board.
Mr. Angell thought that the actual trial of the issue could be postponed until
sometime in December, by which time Mr. Davis' fate will be known, =nd he still
might be able to repreeent us, I hope he can, although you meed not yet
interpret this as being any desire on my part that he be mot eleoted.

Please take good care of yourself and don't take any chances by doing
foolieh thinge. I hop@ you will convey my kindest regards to Mr.and Mre. Glover.
All the boys join in sending you good wishes.

Sincerely,

Mr, George L. Harrison
effo Mr. C. €. Glover, Jr.
Nonquit, Mass.

DS . M
eno,
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August 12, 1924,

Dear Harrison:

] \
Here ie a metter on which I would like to have your judgment.

It can be expressed in & word in pencil on the back of this letter if

you don't feel like more than & very limited correspondence. ‘

Very confidentislly: When I wae laset in Washington, Mr. James
told me that a director ir one of the Reserve Banke had recently infomed
him that irn that bank there were mo less then thirty-five employees
were in some wey related to the officere or directors of the bank, My
of them sitting around doing nothing. ¥r. James intimated that the .
information had come to him in such a way that he could not use ft.
Personally, I am inclined to believe that it is an exaggeration anyway.
But it did raiee the question of the care with which this and other of}kical
pointe are regarded by the management of the different Reserve Benks, 'and
I think ¥Mr. James himself proposed that something be put on the prograt
for the next Govermors Uonference which would bring out this whole wbjoot
in open discussion.

j
I said that I could easily prepare s memorandum of topice which
would accomplish that, but would not care to suggeet tham myeelf for the
program. It would be bound to raies hard feeling, and, in fact, I am mot
certain whether it is a wise thing to have such a discuseion at a Goviernors
Conference. But, in order to form & preliminary estimate of what would
be involved, I have prepared a liet of gucries which has been reviewed by
Mason and one or two other officers, and the result of it all is oacl sed
with this letter.

My last thought is that the safes* procedure would be for the
Pederal Reserve Board to take this matter up with the individual Reserve
Banke, either by direct communication with the directors, or through tmc
regular examinations.

How does it strike you? W

There ie practically no news to send you from the bank, and, in
a personal way I have nothing particulerly plessant to send, becsuse my
mother has just had a rather dengerous attack of pneumonia, but ie now out
of danger, and Phil came home from the eouth last Saturday with a mild cage
of diphtheria and is in gquarantine at the apartment. The doctor thought
beet for me not to be there while he wse in quaraotine, so I am at the’ Hm
Eot‘l.
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8 Mr. Harrieon 8.12. 24.

I hope you contimue to improve. Please don't let any foolishnese
interfere with the process, and, beyond sll things, don't be fuseing about
tihe bank with ambitious ideas of returning before the doctor wants you te
do so! You will find something of this sort in every letter that I write

you,
With much affeotion,

Sincerely yours,

George L. Harrieon, Eeq.,
¢/o Mr. C. G. Glover, Jr.,
Nonquitt, Mase.

B3.M8B
Enc.
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Memorandum -,,;o/;'

(]‘u. 1
g i

Buggestions for Submission by the Federsl Reserve Boerd
to_the Governors Conference.

In conneotion with the following topice, a request should be made when
the program ie sent out in advnnoé of the meeting for each Governor to come to
the meeting with all details fully prepared on the following topics, so that he

aay be able to answer any questions as to the oraotice of the bank.

" (1) Does the bank have any policy in regard to the employment of rela~
tives of the officers or directors of the bank?

\
(2) Does the bank have any rule on this subject?

(8) Does the bank have any rule or jolicy on the subject of the em-

> g

f

ployment of persons having any other kind of relation to the officere or directors? -

(4) Are there any pereons employed by the bank connected with the ofe
ficers or directors by kinship or by any other sort of close association?

(5) If so, what positions do these persons occupy, what salaries do
they draw, and what are their relations to the officéra or directors?

Notes A good principle to be adopted by the management of the

banks would be that those occupying positions of greater re-

sponsibility than that of clerical workere should not in gen-

eral be kin of the officers or directors and should not have

such relationg of any. other kind w»ith officers or directors eas

would meke the bank fairly liable to a oharge of favoritisa.

(8) Who are the brokers appointed by the bank to act for it in buying
or selling esecurities for its own account and for member banke in any csse where
orders are exeouted on behalf of member banks?

(7) By whose suthority was the eelection and appointment of the brokers
effected?

(8) Does the bank have any policy or rule in regard to the selection

and sppointment of such brokers? s
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() Are the brokers kin of officere or directors of the bask or sseo-

L o Al s do—
with them or relaged to them in any mannar?nbg2gj&g;}d—téi;ly-ééifinin.—-

.\Aro Ay |

(10) Do the brokers submit regular financial statements of their ocone
dition?
{11) Do the brokera carry epeculative or margin accounts? -
(12) 1Ie the finencial reaponsibility and general reputation of the
firm such es practioally to insure against finencial loes or asecoiation of tbo'
. reserve bank in the poesible failure of the brokere?
Note: A good rule to be adopted by the management of the banks
ia that these brokers should not sustain any relationship of any
kind to officers or directors, unlees thers are circumstances
Juatifying the selestion of these brokers independently of the
fact of such relationship,
(13) ‘Has the bank any rule or polioy in regard to the gelection of
~ other brokers, that il, brokers for insurance or real estate or what not?
Hote: The esme questions and principles epply to these brokers

as to those just mentioned above,

Federal Reserve Banks as Fiscal Ageats of the United States.

(14) Does the bank make purchases from or ssles to the Treasury or
sny other branch of the Government of securities in which the bank itself ig in- ;
torostéd rinanoialiy without knowledge of the Treasury?

(15) Dﬁes it in cmses where the Tremsury is informed of the facts get
an acknowledgment from the Treasury in writing of the receipt of such information?

(18) Does the benk, when in receipt of ordere from the Treasury or
other branch of the Governmert for the purchese or sale of securitles of tho Bove
ernment éf the United Btates refrain from byfipg or selling any of'thoso securi-

ties for ite own account until completion of the order of the Tressury?
) .
' - ) \ T ,.:'f” .

. - -
: ) :‘" !
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(17) Doee the bank have eany polioy or rule in regsrd to the selection

e LR DTN LS TN,

of counsgel?

Note: A good rule to be adopted by the munsgement of the banks in
: this matter is that kin of officers or directors or those heving
i other assoclations with them should not be designated we couneel,
unless there are ciroumstsnces independent of the fact of such re-
lationship Justifying designation zs counsel.

{18) Are aoy officers, directors or employeos in any way, shape or man-
aer conneoted with uny-concornanith which the bank does business either in the pur=
chuse cf its supplies, eto., or in the conduct of any of its traneasctione, upon
which commiseions are peld, so that any officer or director or employee of the bank
in any way profits from the business?

Note: It ie st times very difficult to escape situations where in-
direotly such profite would arise. For instsnce, in connection with
the erecti n of bank builginge, it eometimes heppens thut directors
ere stockbolders or in some wey conrected rith the concerns. rho get
‘coutrscts for some ;art of the construstion mork or material for the
new building. In every inetance such connection should be disclosed
to the directors of the bank and the individual hesving the connection
should refrain froa taking any part in the bank's aotion in awarding
contracts, etc,
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August 19, 1924.

¥y dear Kr. Harrisom:'

Youre of the 17th has just come. I am glad to say that both my Mother
and Phil are about well again. Of course, Mother will be wesk for a long time,
but all danger from her illness is happily past.

About the gquestions of ethics concerning which we were corresponding.
A copy of a letter which I have written to ¥r. James will be sent to you in a
day or two. I am not willing to be responsible for putting saything on the pro-
gram, and personally would not encourage the Board to do se. I have decided,
therefore, to put the whole matter in the shape of a report of the situation in
this bank. If the Board wishes to take the responsibility of discussing these
matters at a meeting of all of the Govermors, they muet do =o themselves. It
would be much better to tske it up with the differeat bamke individually.

I am delighted te hear of your fine pregress, and especially plessed
that you have determined to teke it easy and not come back too eoon. That is the
wisest thing to do.

Phil's illness and somé other matters have made it very difficult for
me to get away znd I have not zone tc Wocde Hole because it wae inadvisable that
Wother should have zay visitors at all which might have a tendemecy to excite her.
o I am afreid my plan is mot = feasible one. Plesse remember wme most kindly
to the Glovers. I shull hope to see them in Washington even if I camnot at
Bonquitt.

There ies really no news here of any comsequence. Things are gquieter
than I have ever seen them in the bank.

#e all send you much affection.

Youre sincerely,

¥r. George L. Harrison
¢/o Mr. G C. Glover, Jr.
Honquitt, Hass.

BS. MM
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Auguet 25, 1924.

Dear Nr. Harrison:

Enclosed ie a printed copy of the bill in eguity filed by the
Pascagoula National Bank. The status of the matter is as follows:

The Board is filing affidavite, after consulting with Mr. Beck, by
which they hope to be dismissed as party to the suit on jurisdictional
grounds, #r. Beck having adviesed that it would be a serlous mistake for them
to volunteer to appear in thie or amy other like proceeding, and that he
doubted whether the suit could be brought against them, anyway, as they ars
a Government body. They should not appear as volunteers in the Courte all
over the country whenever litigation ies attempted.

.\ ' Notwithstanding that K ¥r. Lemson advised the Board that he was
L ' gounsel for the Whitney-Central National Bank, and might therefore be die-
gualified frox representing the System in thie litigstion, & telegram wss
sent him urging that thet would be no obstacle and still asking him to accept ;,
& retainer. He replied that he would be in ¥ew York to-morrow (Tuesdsy) and
would be prepared to discuss it. I have pointed out to the Board that there
were clearly strong objections to reseining him. In the firet place, before
he could sgree to represent us he would have to know something about the case,
and after we had dieclosed the seriousness of the caese he would andoubtedly
feel required to consult with hie client, The #hitney-Central National Bank.
The result would be a complete disclosure of our position te the plaintiff.
Thie, I said, was too serious for us to contemplate, I feel that thie bank
is the prinecipal bank to the litigation and we would pay the lergest share of
the bille, and in case the suit wae loet we never would be able to explain
how it happened that ¥r. Lemann had been retained.

Tomorrow Governor Crissinger and the members of the law committee,
#essrs. Heamlinm and Platt, will be here at the bank to meet Mr. Lemana. I
expect Mr. Angell =nd poseibly ¥r. ®yatt will be present snd we will have &
frank discuseion. I have some feeling of uneasiness in regard to what will
be 'dd.

How I think you will agree with me that the serious elements in
this case have to do with sections 13 and 18 as to what we can and cannoi
collect) and how the collection shall be handled. This is an effort toward
literal enforcement of the provisione of section 16 requiring sll Federal
reserve banke to receive on deposit at par, ete. If they can eetablish
that this reguires us to buy the checks, take ownership of them, and meke
immediate payment for them, our par collection eystem muet go overboard or
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4 ©& must infliect the country with a tremendous inflation. Then if they succeed
in getting a temporary injunction the conseguences would be most serious, sad of
course we cannot forecast whether the temporary injumction would apply only te
the Atlants bank or whether it might be eo broad in its terme as to require com-
pliance by all the Reserve banks.

My general feeling ie that the trial court muet be made aware of the
seriousness of thie issue and convinced that the Federal Reserve Act contemplates
no such absurd procedure as of buying the float. In gemeral, I am inclined to
see if we cannot get some man like Persons who has made a great study of the
inflation end of bank figuree, and have a non-legal development of the subject
worked up for use by the lawyers. If such an argument cannot be direetly brought
inte the case, it might be brought in by the Solieitor-Gemeral in case he could
be persuaded Lo appear in the intereet of the country as s whole, and it even
might be poseible to interest the Merchante Association , or better still, the
Association of QOredit Men. But the main thing is to get some vigoroue able
counsel who will take command, where we will not riek the possibilities of
inadequate preparation because of the very deliberate procedure by such a bedy
a8 the Federal Reserve Board.

I believe the return day when an snswer must be filed is Beptember 2,
and the prayer for an injunction must be argued on October 2. That is the
best that Wyatt can figure out. The situation discourages me & little bit
because here we are without couneel and really with but little time for prepara~
tion of & subject which is eo complicated and abstruee that the best lawyer in
the world should take weeks and even monthe in preparation. I am only hoping
that we can have the case put over.

Sincerely,

Mr. George L. Harrieon
c/o Admiral Cary T. @Grayson
Basthampton, L. I.
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FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE

To_ lire Harrison Y __r SUBJECT:

Palm Beach, Fla.

FROM_ ___ Miss Bleecker

Here is a friend of yours. I understand he

gee anyonee It leads me to suggest that under the preseht

scheme, where there is much corridor space and few folks

visible, we have not yet satisfactory solved the problem of having
some responsible person who is available during meetings, etc.,

to talk with folks like this. It's a purely persoal view, and

I pass this on only because you know the "man"™ and the "need".
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FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE
To_ Mre. Case

Sl SUBJECT:

FROM Benj. Strong =

I gather from the word I got from the office that
when Congressman Wingo recently called no one saw him. Can

you let me know just what happenede.

Mre Harrison =

I was a little too forehanded yesterday. Here is
the official request for the same thing; and your letter con-
tains another. ~If you will be good enough to have the copies
sent you yesterday taken out of the files and this one sub-
gtituted, I shall appreciate it Thank youe And T am

SOrTye ‘%@/_\\
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FEDERAL RESERVE BaNK

oF NEw York

Pglm Beach, Fla.,
Jamary 25, 1925.

Dear Harrison:

I have just finished reading your letter of January 21,
and Judge Sibley's opinion in the case of the Capital Grain and
Feed Company against the Federal Reserve Bank of Atlanta. As
you say, the opinion reads exactly as we would have it, and I am
wondering now whetherthis case, after presumably going before a
jury for decision as to the facts, will ever reach the Supreme
Court and give Judge Brandeis a chance to reconsider what he has
sald on the subject of paying one check by using another check, and
80 on indefinitely. As I recall, what he wrote was not a
Judicial decision at all, but merely an expression of Judicial
opinion, and, if the Supreme Court should sustain Judge Sibley on
the law in this case, would it not, in fact, mean that all of those .
statutes in the Southern States which were designed to prevent our
collecting at the counter would be unconstitutional? And, in the
light of this decision, coupled with the decision in the other
Atlanta case, would we not really be obligated, in the case of
doubtful banks, to actually make collection by presentation at the
counter? If this is the case, is not the Atlanta bank taking a
very serious responsibility in holding any check sent to it by
another Federal Reserve Bank in the usual course pending the receipt
of telegraphic instructions?

I can understand the difficulty they face -- the alternative
being, really, a non-par list, which might seem to affect the credit

~ of some of their own member banks.

This whole collection business, it seems to me, involves
responsibilities far beyond what most of the officers of the Federal
Reserve Banks, and even the Members of the Federal Reserve Board,
begin to apprehend. Some day, of course, we are going to get .
hit badly. Vhat is the way out? Would there be any ground for
asking Congress to give us some legislation which would develop some
better uniformity, as well as some better understanding of the
liabilities? I am not enough of a lawyer to know whether this
would be an encroachment upon the powers of the States or not?

Under the circumstances I have some doubt of the wisdom
of the course you propose. If the Atlanta circular is wrong,
even though it has been approved by the Federal Reserve Board, we
should at least protect ourselves to the extent of giving notice to
Atlanta and- to the Board that we will not be bound by ite. It
occurs to me that this is a good subject -upon which to get an
expression of opinion from the Standing Committee on Collectionse.

.
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FEDERAL RESERVE BANK OF NEW YORK. O ' Mr. Harrison l.25.25,

-~
{

In regard to the Stone Mountain coins, after we discussed
it the other day, it occurred to me that inasmuch as they are United
States coins, are legal tender just as any other 50cent piece is,
and count with us as a part of our subsidiary coin, that we might
have gone a little far in our first position with Vellborn and
McCorde And if it has been fixed up to their satisfaction, I am
rather relieved. The only question then would be whether the plan
for paying out the coins was one which we could approve and conducte
Your statement as to illegality is convincing to me on that point,
but, nevertheless, I am glad you found a way to accommodate thems

Iy friend Swinny, of Kansas City, who is a member of the
Federal Advisory Council, has the room next to me, and we had quite
& talk the other afternoon about the McFadden Bill. He is well
along in years, and very conservative, but I gathered that in
general he agreed with the four points which we had raised, namely,
The objectionable features of the
Hull Amendment
The lack of protection as to real
estate loans
The need for a rewriting of Section
5200
and finally The need for some protection under the
Statute of savings depositse.

As to the latter, he holds the view that national banks
should not receive theme. I do not agree with him there, because
they are, in many country places, the only facilities of that kind
open to poor people in the communitye.

We are just winding up a three day storm, - one of the
worst I have ever seen, - which has put the railroads out of busi-
ness, and, I fear, has flooded the golf course where we playe. But
by tomorrow we hope to start again.

So far I have had a very quiet time, barring a few dinner
parties, and you would be surprised to know that every morning has
been spent loafing, with the exception of a little office work,
and every afternoon before dinner I have had a nap, sanetimes over
an houre. So you can report me as behaving myself in case you see
Dr. Miller.

I am very cross with you about one thing, however, and
that is your failure to let me hear a word about your throat. Have
you seen Dr. Miller; and what does he say? I was on the point of
telegraphing you about it, but your letter came last night and it
was long enough to convince me that at least your voice is all
righte. Please don't neglect ite I didn't neglect mine, be-
cause I saw no less than four throat specialists before it was
discovered what was the matter. The trouble was that I didn't see
the right ones? And Miller and Coskley are the ones to look at ite
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Mr . Harrison 1,25425

&
FEDERAL RESERVE BANK OF NEW YORK. ...

I have just written Mr. Case about the call which
Congressman Vingo msde at the Banke The last word I had in Washing=-
ton was that he had displayed a rather friendly attitude toward our
affairs recently, and, if no one saw him, there must be o mething
wrong about having officers on tap when such callers come. Would
you mind bringing this up at the Council meeting and see if the
officers, a8 well as the boys outside, are properly instructed.

Sincerely yours,

George L. Harrison, Esq.,

Deputy Governor, Federal Reserve Bank of New York,
Federal Reserve Pe. Oo Station, New York, N. Y.
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5. & tomaeia FEDERAL RESERVE BANK

OFFICE CORRESPONDENCE

fo_Mr, Harrison ) SUBJECT:

DaTE_.June ?ﬂ. 1925

192

From Benj. St rong

I have'euggested to Miss Bleecker that if it should ever become

necessary to make any disposition of my private filés, I would like to have

you and my son Benj. Strong Jr., go over them with her to decide which are

purely Federal Reserve System matters but of an entirely pérsonal nature,

which might well be: retained in the bank under appropriate confidential

covef; which might be worth while saving in the family, and which might as

well be destroyed. I hope to get a lot of this done some time after my

return from abroad, but would like to feel that there is some understanding if

the need should arise.
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Federal Reserve Bank,
New York.

Ho. , CONFIDENTIAL FOR DdEUTY GOVERNOR

Leave for Berlin Wednesday. Afterwsris Planm
holiday with Norman at Spa Belgium. All well.

Strong

RASER
_stlouisfed.org/




MISC. 4. 1200872 FEDERAL RESERVE BANK
' OF NEW YORK

OFFICE CORRESPONDENCE : Date__ dJuly 10, 1926
To__ lr, Harrison SUBJECT:

Ws have today received two telegrans from the Argentine Fubassy,
requesting us to release $1,200,000. and $75,000, of their gold deposit with us
and transfer §l1,200,000 to Louls Dreyfus & Company, New York, and §$75,000, to

~ FWational Bank of Commerce, New York, This leaves a balance of $450,000 in
thelr gold account, ) 7

(Copy to lir, Sailer)
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Hotol Majestic,
Paris, France,
: mugust 18, 1925,

Dear ¥r, Harrigons

Yours of August 6 just reaches me, T shall not answer it at
length, but the following comments are justified:

1. T think the redvection in the size of the bills will cause
more complaint and irritation than will be justified by the emcunt to be saved.

2, Any effort to push two dollar bills into cireulatiom is,

ggain, going against the curremt of public feeling, as was the cape with silver
dollars, and T doubt if the results will justify the effort.

3, All of the arraengements you refer to for saving expense in
the mechenical handling of the curreney end of peid Govermment obligetions
. seem to me to be fully justified, and, if the lsw permits, we should do it.

About Schacht: T doubt very much if he aske for any more gold
ghipments, and havewritten a brief explanation of what he is after in a letter
Mr, Case. ntbouthgcbit,ﬂdmlepdvhmnmiaﬂoﬂhﬁm
acht's reserve, = three=quarters being in pold and one~querter being in
foreign benk balances = had constantly increased since the reorganization of
the Reichsbank, and the proporitions had been almost exactly maintained at three
to one, The fluctuations cauged by demands for foreigm payments took place
entirely in the foreign balances which he does not show; In other words in
invested funds held abroad, Norman and Y both felt that it was a mistake for
to carry so inflexible a reserve; that he ghould accustom people to the
ea that it would fluctuate. h,ma-mmmotomm.hm-

to convert some of his invested balances into gold, and, at times, to
| process and even o let his disclosed reserve run dowm by iavesting
P of it and putting it in the undisclosed sccounts, But I did not
er that he had any intention of actually having gold shipped to Germany
om America or elsewhere. Much of this is explained by the statement which
I have sent you.

I will be writing you at greater length when I get to London,
but there is not much te report from here.

Sincersly yours,

E?”

6. 1. Harrison, Esq.,
Beputy
Federal Reserve Benk of New York,
33 Liberty Street, New York.
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Dear Mr, Barrison:

You have doubtless been thinking about the next Governors
Conference,

I ghall sail on the Olympic on September 9, and s
that we endeavor to arrange for the conference this year about th
middle of October. That will give me a month after returning home

I am & little sorry mow and then to get evidences that
matiers are held up during my absence, which it seems to me might be
disposed of, One was the digcussion with the Comptroller about the
cost of examination reports. Don't you think Governor Harding could
fix that up while I am away?! You will recall he is a member of the
Committee with me, Another matter, almost too trifling to mention,
I noticed in the minutes, It was the decision to await my return

My best to all of you at the office.

Sincerely,
G. L. Harrison, Esq.

Federal Reserve Bank of St. Louis
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Hotel Majestie,
Paris, Frauce,
August 25, 1925,

Dear Mr, Harrison:

While I think of it, I want to advise you of something which I
saw in the Bank of France, wkich may prove of interest to us.

_ : They have comstiructed a lerge series of vaults for coin and
bullion which impressed me as being a great improvement over our bullion
vaults, The rooms are somewhat larger than our rooms, and each room is
lined throughout with heavy metal shelving and light doors with wire fronts,
so that the contents of these compartments or shelves are emposed to view,
The gold bars are stacked in individual piles on these shelves , with pas-
sages in between the stacks so that the number of bars can be counted and the
contents of each wault audited and checked without even opening the doors,

In front of each pile of bars they have eards on which are given the numbers
of the various bard, by whom the bars are made, and the particulars of weight
and fineness,

The whole thing siruck me as a very officient ami satisfactory
methed of siacking gold bars to aveid ccustani rshandling.

Itmtomthatifnhuvorminmmlturnmsueh
mtunmldmmywryaurquommtofgoldmuchoompm-
ment, but we could do it in such a way as to avoid a great deal of labor,

Of course the shelving must be very heavy, and therefore the
oquipnmt may be wvery apomin.

> Sincerely yours,

George L. Harrison, Esq.,
Deputy Governor, Federal Reserve Bank of New York,
33 Liberty Street, New York.
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Hotel Majestic,

Paris, France,

August 25, 1925,
Dear Mr, Harrison:

I have just finished reading yours of the fourteenth and the em=
closures with a sinking heart. It does seem a hopeless jobl

Unfortunately Dr. Stewart left just before the mail arrived, or
- I would have had opportunity to post him about the situation respecting the
weekly statement. I camnot understand, after our discussions with Crissinger,
and after reaching an agreement with Crissinger, Stewari and Smead, as well as
after cabling our assent, to which Norman had agraed,’uhy there should be any
fuss about it,

As to the salary mailter, I am simply dumbfounded, Possibly I should
repeat in this letier, for the bemefit of our directors, what you and the other
officers, end probably the directors, have heard me say repeatedly.

This is a year of reorganization and adjustment in the bank, when
salary policy eannot be developed until we know the outcome of our building,
I shall be umable to tell until the end of the year just what is feasible in
the way of salary adjusiments, Tt has been my hope and expectation to make
salary adjustments in comnection with a plan by which the entire staff of the
bank can be given a good lunch every day. All of these questions of salary
adjustments, therefore, have been dealt with, so far as I am awars, rather
tentatively. This was all explained to tho Federal Reserve Board verbally
and by letter. Even Mr, James has stated to me thal he was quite content to
let our situation develop throughout this year, and have a permenent poliey
adopted after a year's experience.

As to the specific salaries involved, the Board entirely overlooks
the fact that we have hundreds of people in the bank handling cash; that the
tellers vho meke heavy payments to the banks, while they have always been
under paid, have been changed quite frequently lately and the new and younger
men who have been promoted to these positions have had their salaries graduelly
increased, But the Board does not realize that the changes of defalcation
in a large teller's cage are really less than those which arise where cash is
hendled in smaller guantities in the bank, The audit control is closer, and the
opportunity is therefore less, If the prineiples which the Board seems %o ap=
ply to the “tellers", simply because they are called tellers, should be general-
ly applied throughoui the bank, I suppose it would be necessary to increase
salaries by possibly $200,000 a year,

The fact is that our whole salary scale in certain of the departments
is, and has been, oo low for & long time. This is partly due to the deliberate
delay in effecting readjustmenits because of our buildimg, is partly due to the
insigtance of the Federal Reserve Board that they will not tolerate further sal=
ary increages, and is partly due to an attitude by the Federal Reserve Board which
has been so hostile to the New York Bank, its management, and its organization,
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., Faris, France
8.25.25 Mr, Harrison (2)

sat we arlo all maturally reluctant to face these recurrent disputes,

Thie episode leads me to believe that the time has now arrived
fer us to carry out the program mentiomed in my last letier which related to
the approvel of the Board of the employment of experts for speeial investiga«
tions, T think we must make a search of our memories and our records in
order to produce a list and digest of all cases of this sort which have arisen,
end then, instead of having the officers deal with it, have a comwiiiee of our
directors, = possibly with similar committees from other Reserve Panks = go %o
Washington and take the matter up with Mr, Mellon and with the Board,

You may say to our directers that my visit abroad has convinced me
that we have ahead of us a period of wvery great responsibility, where we can
perform a useful service in faciliteting monetary readjusiment over here, or
where we can devote our time to these ridiculous little squabbles which simply
amnoy and distract us from more important things, and leave the Federal Reserve
System a rather impotent, bureaucratic affair with nothing accomplished,

_ Now, as to the latter, I don'i fesl disposed to be a party to it.
I would rather have the row once and for all, and elither definitely gel away
from these ammoyances or else quit attempiing to accomplish anything. It
won't do to take the matter up in the usual way. Ve have got to go right to Mr,
Mellon and insist upon something being done. I would be very glad to talk to
the President about it, but it might even be better fo have some of our directors
do so.

I have been in a state of mind recently to welcome this investige-
tion by Congress, and to notify ¥r. Mellen that emong cther things we will bring
up the constitution of the Board and its gemeral inefficiency. Of course I
hate to add to Mr, Wellon's burdem just now, for he has some very difficult things
on hand, but we have a conference coming on in October and that might be the
appropriate opportunity for deing something while the other Governorg are in
Washington. At any rate, you might be talking it over pending my return,

Sincerely yours,

George L. Herrison, Esq.,
Deputy Governor, Federal Reserve Pauk,
33 Liberiy Street, New York,
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G.L.H,

Hetel Majestic,
Paris, France,
August 25, 1925.
Dear Mr, Harrison:

It seems a shame, after all the study you put into the prepara-
tion of the schedule accompanying your letter of July 282Fthat I have been
unable to answer it before, but it has been very difficult to get time for
the consideration it neecs.

As to your letter: First, I have a pretty good general idea of
the practices of other central bank in open market operations, which Dr,
Stewart will be able to supplement. But it is not a phese of the subject that
we would care to develop very fully, Much of our information is fairly con=-
fidentiel, and the inquiry would be so advertized that we would be likely to
get into hot water with our friends abroad if we attempted an exposition of
their pelicies, So the conclusion you and Jay arrived at is satisfactory,

Second, as to the gold policy. Generally I do think that a con-
sidered, written report and recommendations is the best way to approach the
matter, Why don't you start Crane to work on it,

Third, I agree, as indicated in your letter of July 2@? that
argumentative matter should not yet be attempted. What we need first is
the informetion taken from our files and from reccrds and reference books.
Later, when the materisl is arranged, it may be desirable to rearrange it
with a view to apportioning it among different people who might be expected
to appear before the commission,

And now as to the topics themselves:

A, Reserve Requirements of Member Benks: While it will probebly best go

under some other heading, probably "Competition with Member Banks", I think

it would be desirable to prepare something to show how the earnings of menm-

ber banks were affected by the passage of the Federal Reserve Act, and how

they may have been affected by our actual operations, Case's letter to f('
Mitchell is a good illustration, and, of course, the enormous savings in the '
reduced reserve requirements is the principal item,

Then, under A, I think something shouldbe brought out to show the
enormous growth in the proportlon of time deposits to demand deposits, and the
consequent lowering of gross reserves to gross deposit liabilities because of
the requirement of 3% only,

B, Federal Reserve Note Issues: Cannot figures be prepared to answer the
chronicle artic‘e, showing theat no change in the currency would take place if
we paid out’'a billion dollers geld, , and retired that amount of Federal Re-
serve Notes, or, even more strlklngWy, if we actually liquidated the Federal
Reserve Banks and wound them up,

Also, as Willis is quite likely to turn up at any hearings, might
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it not be a good plan to get out all of his articles in the Journal of Com-
merce and show what an inconsistent medly of misstetements and incorrect in-
formetion they contains I just notice one in which it refers to the London
acceptance as being principelly drewn to finance British export trade. That
is exactly what they are not drawn to finance, Almost all of the bills rep-
resenting foreign trade in London are drawn to finance imports of goods into
England,

D, __Recharter: Snyder's article in the weekly report to the directors on the
First and Second Banks of the United States is excellent, but could be recast
so as to be more applicable to the present controversy.

Willis hase reiterated over and over again that we should buy
bills, The point should be made that if the Bank of Englend, or the Reichsbank,
or any other of them undertock resumption of gold payment, and relied upon our
willingness from time to time to buy bills maturing in 90 days, with no under-
standing as to how long the account would run, they would be basing their policy,
and a very important ome, practically on call money; literally delivering
themselves into the hands of the managers of a foreign bank who might at any
time again force a suspension in case the credit was used, Sensible men don't
do such things. '

////é. Open Market Operations: In dealing with open market operations, we
should throw light upon the curious difference between the discount rates of
the banks of issue of Europe and of the Federal Reserve Banks. How our
discount rate is really the Lombard rate, and our bill rate is really the
equivalent of the discount rates abroad,

Under B. 4, the question of the effectiveness of our rate brought
into play by open market operations should be very carefully studied andpre-
pared., In this connection, I think we should be careful not to attribute too
much to open market transactions and nd sufficient to the influence of gold
movements,

Something shouldbe done to explain the development of the gold ex-
change standard, and the danger of involuntary inflation as the result,

Under the heading "Open Market Operations" and in connection with
the McFadden Bills, the attempt may be made to curtail our powers, Our at-
titude should be to seek an enlargement of our powers, Our member banks can
get credit at any time, and renew it almost indefinitely if they are entitled
to the renewal, We would be asking no more for foreign correspondents if we
requested the power to make loans on eligible paper, as distinguished from
discounting it, I, personally, would advocate the power which all foreign
central banks have, to extend credit in some form upon the security of short-
time obligations of foreign governments; 1limit it principally to Lombard loans
to the banks of issue, Possibly the statute should be cleared up so as to
make it perfectly clear that we can lend gold, as well as buy and sell it.

C, Competition with Members: Under C. 2, I takethe point of view that the
granting of powers to Reserve Banks to perform services for member banks
mgy not mean that we can require member banks to use those services, but the
implication is that we cannot, as a matter of policy, deprive them of the
enjoyment of those facilities if the Act gives us the right to extend them,
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F, Free Services: I wish we could get some figures from some of the big
banks as to what was their per item cost for making various types of col-

=" lections, and contrast them with our costs, We should show that the payment
for shipments of currency to us by members was almost an essential basis for
our par collection system, and that the absorption of the costs on outgoing
currency was the result of the transfer of the sub-treasury functions; hence
we got stuck both ways, Wwe should especially emphasize the value of this
service to the public generally,

A, Cost of Operating Federal Reserve System: The emphasis should be laid
upon the need for protection of the member banks and the public against loss,
etc. This would apply especially to the buildings,

I have not attempted to arrange these few suggestions in their
suitable places in the memorandum, as probably it is being worked over and

rearranged anyway,

' It strikes me as being very complete, Further suggestions are
more likely to develop as the data is being studied, and that is one of the
first things 1 want to get at on my return.

if you consider that the suggestions are rather meagre, please
also consider that the memorandum of topics is wonderfully cemplete, and
leaves little for addition except argument,

Very sincerely yours,

George L, Harrison, Esg.,
Deputy Governor, Federal Reserve Bank of New York,
33 Liberty Street, New York,
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e

ey 26, 1921.

Ky dear Mr. Jay: ,

I am enclosing herewith as we agreed last night, a copy of my
memorandum of procedure and proposed telegram to be forwgrded by the Federal
Reserve Board to all Federal Reserve Barks and a draftcﬁﬁietter from Governor
Harding to the President.

Inasmuch as I have made the memorandum of procedure so detailed
and inasmch as the time available is so limited, I have not attempted to
prepare the form of statement to be issued by the President upon the conclusion
of all these preliminaries. I have felt that my time this morning was much
better spent on the papers that I have enclosed. The form of statement to
be issued by the President is ome which will form very easily and naturally
after these other matters have been disposed of and I feel that the best that
I can do in the short time this morning is to outline what the procedure
statement should contain.

I shall, however, work on the form of statement over the week end
and will have something ready Tuesday in Washington for either you or Mr.
Strong, whichever it is that goes to Washington. I hope there is no hitch
in the program to get these papers to you. Ir. Rink of the Service De-
partment will take one set by rail and the other I am mailing to you as you
requested at your Crescent Beach address.

Very truly

GEORGE L. HARRISON,
DeEITy CoveTROR

Pierre Jay, EsQe,
Crescent Beach, Connecticut.
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May 28, 1921.

Dear Governor Strong:

I am enclosing herewith a form of memorandum of procedure ,snd-
proposed form of telegram to be forwarded by the'Federal Reserve Board
to all Federal Reserve Banks and a draft of letter to be forwarded by
Governor Harding to the President.

I have sent copies of these papers to Mr. Jay at Black Point,
Connecticutf so that he will have had an opportunity to go over them be-
fore he meets you Monday. I am sorry that in the very limited time which
I have had to work om this matter it has been impossible for me to prepare
the form of statement to be issued by the President, but as I explained
in my letter transmitted to lMr. Jay, I feel that the very brief opportunity
that I have had to work on this subject this morning was better spent on
the enclosed paperss

You will notice, however, that the memorandum of procedure is
so detailed that the outline of the statement to be issued by the Presi-
dent will need only to be elaborated in order to provide a suitable state-
ment to be issued by hime As I told lir. Jay,samewssy I shall work on
such a statement to-morrow and Monday and will have some sort of a pre-
liminary draft ready for you or lr. Jay in Washington on Tuesday morning.
I am afraid, however, that all of my efforts are a little elementary and
that these may not be just what you wante MMy only excuse is the briefness
of the picture that I got from you and the even briefer time in which I
had to work on it.

yours,

ST e

Governor Strong,
Hotel Plaza, New York, N.Y.
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Dear sir:

I have just spent a fortnight traveling
through Weetern and Socuthern agricultural and in-
dustrial districte to study the conditions prevailing

there, and as requested by you at our conference early

in May I am writing you briefly my observatione and

viewe.

(Agr}cultural and Industrial Conditions
better but farmer having but small capital in many
cases will take two or three yeare toreadjust himeelf
to the new condition.)

I found that in many sectione misunderstand-

ing etill prevaile as to the pxezixsxxsizkiar general

»

credit policy of thé Federal Reserve Banks as well ae to
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theii precise relation to producere and dietributors.
It seems difficult to make it understood that the
Federal R;eerva Board has no funds whatever to loan
and that the Federal Reserve Banks do not lend to
individuals but lend only to ban%a. The idea also
seems to persist that the Reserve ﬁoard and the Re-
eerve Banke can direct what particular lcans & mem-
ber shall or shall not make, whereas these are of
course matters solely within the jurisdiction of

the member banke. The credit policy of the Re~-

. eerve Board and the Reserve Dakk:%lre expreesed and
made effective through the discount rates, which
are a reflection of existing credit conditions and
act impersonally without reference to any particular
loans of the member banks.

A year ago several of the reserve banks

raised their rates in order to conserve credit for
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the Autumn agricultural requirements, and in October
the Reserve banks ingricultural gections were borrow-
ing from other reserve banks $367,000,000.00. Now
the demands for credit have declined, bank reserves
have risen, and reserve bank rates have been reduced.
An unprecedented volume of last year's agricultural
products des being carried over, largely on bank credit,
and the oredit r equiremente for this yéar‘s crope are
being felt. The reserve bank at Minneapolis and Rich-
mond have already had to borrow from other reserve
bankes to secure additional credit for their districts.
The Federal Reserve Board and all of the Re-
serve Banks, I am sure, are fully alive to the import-
ance of continuing the policy of extencing credit most
liberally to member banks which require it for the
financing of their customere. I am not aware that

pressure on member banks to reduce 1loans is being
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exerted anywhere in the country. But in view of the
continued misunderstanding of {ederal Reserve policies,
to which I have alluded, the Federal Reserve Board,
after hearing my report, has to-day telegraphed each
Reserve Bank; reiterating the necessity of continuing
liberal credit policies,has again called their attention
to the fact that the Board has never revoked the per-
mission, granted to member banke under authority of

law in the early days of the war, to re-discount the
eligible paper of non-member banks, and hae asked each
Reserve Bank to advise each of ite member banks accord-
ingly and to give full publicity to the message. I
trust that this message and the publicity attendant upon
it may remove finally both the misunderstandings as

to the credit policies of the system and the use 3£
which some banke, both member and non-member, have at

times made of the alleged restrictive policies of the

ederal Reserve Bank of St. Louis



Reserve banks to justify their refusal to extend
credit to their customers.

The Board believes that the liberal ex=—
tension of credit inveolved in the foregoing policy
should remove any apprehension which farmers and
cattle raisers may have felt as to their ability
to carry through their season's operations and
gradually to market their products. Further
legislation which has been suggeeted making eligible
for discount agricultural paper with more than eix
mtonhs to run does not seem necessary, for although
the preesent -situation requires time and patience
for ite solution, there is nothing in the law or the
policiees of the Federal Reserve banks to prevent the
re-diecount of renewal paper to a reasonable extent
where member banks feel justified in making_such Te-
newals. Nor ie it necessary a present }urther to ad-

just the rates of the Reserve banke as in all agricultural
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and nearly all industrial disctrict these rates are

at or below the level of the rates at which member

banks are loaning, and therefore are not exerting

either penalty or pressure.

For the facilitation of the credits re-

quired by our foreign trade, the regulations of the
Board regarding bankers' acceptances are being re-~
studied with the view to meeting more liberally the
present abnormal credit demands. The Iirst change
determined upon and announced several weeks ago was
the permiesion to the Reserve banke to buy accept-
ances arising out of imports or exports with a W
up to six months where such maturities were required
by the usages of trade. As a permanent policy the
Board would be glad to see our foreign trade banke
which come under ite supervision under section 25 of

the Federal Reserve Act, whether chartered under
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federal or state laws, empowered to become menmbers
of the Federal Reserve system; and to have such
legislation, federal or state, as under proper safe-
guardes would accord to the banke of cther countries
the same facilities and opportunitiee in the United
States as are extended tc our banks abroad.

In conclusion may I assure you that the
Federal Reserve Board is keeping cleosely informed
from day to day of the progrees of the re-adjustment
which is taking place not only in the United States
but throughout the world; and that the policies of
the Federal\Rgeerve System are being developed with

the view to facilitating production and easing the

difficulties under which industry, commerce and ag-

riculture labor at present. The leiel ef the credit

reservoir is nearly 40% higher than it waes.a year ago.

Its conditioen justifies & liberal pelicy not only in
Digitized for FRASER
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the extension of credit to our own producers and dis-
tributore but aleo to foreigners who wish %o buy our
produce. For the primery extension of credit either
at home or abroad the Federal Reserve banks are not

/ responsible, but as banks of re-discount they are
ready now as they have been in the past to support
their membere in extending such credits as our pro-

ducers, distributors and exporters may require.
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The baakoxa—conferenogAhoid last week wagAcalled for

the purpose of inquiring into international credit con=

ditions and the practicability, by extensions of credit, of
stimulating our exports, particularly of those agricultural
prodiicte of which a larger surplus than usual had been
carried over from the preceding yeér.
R aplears el

fhile other exporting countries are also feeling a
decline in the demand for their products, purchasers of
goods from the United States are finding especial diffi-
culty in paying for the@,»because at present every nation
in order to purchase goodq in the United States must give

a premium to secure the dollars with which to settle the

accounte. The improvement in our domestic credit con-
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ditions now justifies us in encouraging the extension of
credit to other countries in order that they may more
freely purchase our goods and more easily pay for them.

The adeption of a more liberal policy in the exten=
gion of private credit to foreign countries and their
naiionala naturally requires a continuance for the present
of the liberal policy this government has pursudéd towards
the beginning of interest paymente on the war debts of
foreign governmentes For, obviously, when foreign countries
are foregeing purchases of our goods because they cannot
give the dollars with which t® pay for them, to insist that
they begin intere;t paymente aggregaring nearly $500,000,000

a year on their war debts to us would require them still
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further to curtail their purchases and would neutralize
the assistance they might receive from new loane negoti-
ated here.

Our purpose at the moment is to facilitate the ex-
port of American goods, particularly our surplus agricul-
tural products. The bankers who attended the conference
gave assurances that every proper effort would be made in
negotiating loans to foreign countries to see that xha
‘;ﬁ fair share of the proceeds would be applied to the pur-
chase of American agricultural producta.' But they made
it clear thaﬁ under present conditions no restrictions are
necessary to make it certain that the proceeds of such
loans will be applied either to fresh purchases of goods
in the United States or to the payment of debte contracted
for goods previouely purchased here. Whether the pur-

- chasing pewer created by such loane is expended by the

s prnal 4;7ﬂ“ﬁ1¢f)1,
-esountry-negotiating -the-lean or by some other country to
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which the borrower is indebted, is immaterial, for it is
only by the export of gold equiwalent to the proceeds of
the loan that this country can be deprived of the advan-
tage of having the proceeds of the loan expended here;
and at present gold is not being exported but on the con-
trary is flowing iﬁko us from every part of the worlde
Before making a statement regarding this conference
the return to Washington of Governor Harding of the Federal
Reserve Board has been awaitede For the past fortnight he
has been in the West and South securing firet hand informa-
tion regarding domestic industrial and agricultural con=
ditions. His letter of yesterday which is appended makes
it clear that the credit policies of the Federal Reserve
System are being shaped and executed with an eye not

only to carrying forward of agricultural and industrial

production and facilitating its distribution both at home
and abroad, but also to relieving apprehensions with res-

pect to the supply of credit which the farmeres and live
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stock men have been feeling as their season progressed.
These assurances that our bankers, whether their

field of ‘credi‘b extension ie at home or abroad, will work

together for the stimulation and revival of our trade, both

foreign and domestic, taken together with the steady improve-

ment in our credit supply may well hzing encouragement to
purchasers and distributers who are depressed by the trials

and difficulties of the readjustment through which the

e
United States and all other natione,}? now passinge.
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EXHIBIT "B"

PROPOSED FORM OF LETTER FROM GOVERNOR HARDING TO THE PRESIDENT

i My dear Mr. President:

I have just returned from a two weeks trip through the middle West, a trip
which I have made, as I advised you on . for the purpose of making
a study of the conditions prevailing throughout the agricultural districts.

Because of the very great importance of this subject to the country af
large, I am taking the liberty of reviewing in brief my observations upon.that trip,
and of outlining to you the present, and proposed, policy of the Federal Reserve
System, to aid in the readjustment of those conditions.

(Review of conditions by Governor Harding)

In order that there may be no misunderstsnding of the position of the
Federal Reserve System, I wish briefly to explain the precise relation of the Federal
reserve bank to the farmer,.manufacturer, merchant, and the exporter. As you are
undoubtedly aware, the Federal reserve banks do not, and cannot, deal directly with
the individual, whether he be the producer, manufacturer, or exporter. The only
authority that the Federal reserve banks have to make loans, or to advance credit,
is that authority conferred byvsection 1% of the Federal Reserve Act, to make loans
or advances to their o%n member banks. They cannot make loans to the individual
borrower, nor can they require a member bank, or any other bank, to make a loan to
a borrower. So alsc it should be made clear that whether or not a particular
borrower may bs called upon to ligquidate an outstanding loan to a member bank,_is 8
matter which comes solely within the juriediction of that particular bank, and is
not in any way subject to the jurisdiction of the Fedefal reserve bank.

The Federal reserve banks have never been instructed, or requésted, by the Federal
Reserve Board to urge their member banks to liguidate the loans of their customers,
Qn;ﬁﬁfugqﬁﬁgaﬁgheral Reserve Board and the Federal reserve banks have generally
pursued the policy: that the aggregate amount of borrowings by member banks from

their Federal reserve banks is a matter controllable by the rate of discount, and not
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B
by esny arbitrary-shutting off of credit, at any rate.
In view of the fact, however, that, as I found on my récent trip, there has
been a very general misunderstanding of‘the relations between the Feéeral reserve banks
. and the borrowing public, and ih‘view of the further fact, that certain commercial
attempted to justify
banks have from time to time = ol their refusal to make advances to their
customers by the alleéedvexcuse that the Federal reserve banks would not permit this,
that, or the other kind of a loan, the Federal Reserve Boérd, in an effort to emphasize
the necessity of a proper public understanding of the functions of the Federal_reservé
banks, has sent the following telegram to each of the Federal reserve banks, calling
attention to the necessity of continuing a most 1ibera1'policy in the extension of
credit in the agricultural sections:
(Telegram)
It is believed that this telegram will make it apparent that the Federal
- reserve banks stand ready now, as in the past, to advance credit to £heir member banks
whenever those advances may be needed. in order to permit of a broper and normal
liquidation of their loans to their customers. It is now the policy of the Federal
Reserve Board, just as it has always been, that no pressure should be made upon
member banks to liquidate loans, which might cause undue hardship and loss to
borrowers, who are suffering because of the drastic ligquidation of the past year,
and whose insolvency would onlx result in loss both tothem and to the lending banks.
The Federal Reserve Bosard is clearly of the opinion that for the present
there should be no further change in existing rates of discount, but that the credit
facilities of the Federal reserve banks should liberally be extended to their membe{’
banks at existiné rates. There cannot be and, in the 0pinidn of the FederalAReaerve
Board, there is not, any just complaint that the existing ratés of discount tend,
merely because of the rate, unduly to restrict credit, since in most districts the
prevailing rates of discount are below the market rate for money. =
A reduction in the present level of discount rates, it is believed, would
only encourage unsound speculation in both the securities and commodities markets,
Digitized for FRAGe@ould tend to maintain the present costs of production above competitive levels,
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without providing any greater freedom of credit where it is legitimately expected
and needed. The Board believes, therefore; that the present discount rates, with
a fuller public realization of the willingness of the Federal reserve banks to extend
credit, wherever required, at those rates, will best accomplish a natural and normal
readjustment of the credit situation, and will best promote the welfars of the
agricultural interests, and the country as a whole.

Section 19 of the Federal Reserve Act provides in part that "no member
bank shall act as the medium, or agent, of a nonmember bank in applying for, or
receiving, discount from a Federal reserve bank ***%* gxcept by permission of the
Federzl Reserve Board). In order further to facilitate the flow of credit to those
borrowers and sections where most needed, the Federal Reserve Board, as stated in the
enclosed telegram, has exercised the power conferred upon it, to permit member banks |
to act as the medium, or agent, of nonmember banks in applying for discounts from the
Federal reserve bank. This action shoﬁld have a marked effect, particular}y in those
areas where much of the agricultural borrowings is of necessity made through state
banks, which are not members of the Federal Reserve System.

Before concluding, I wish to state that the Federal Reserve Board, in order
to encourage the sale and export of American goods, has recently amended its
regulations so as to permit Federal reserve banks to purchase acceptances growing
out of transactions involving the importation or exportation of goods, even though
they have a maturity at the time of discount in excess of three months, the previous
limit, but not in excess of six months. It was realized that one of the effects of
the war and present worldwide conditions, was to slow up the process of international
trade transactions, and, in extending its regulations so gs'to permit Federal reserve
banks to purchase six months acceptances, the Federal Reserve:Board, it is believed,
has taken an important step towards simplifying the problem of financing the export
of our goods abroad.

The Board is also considering at the present time the possibility of further

liberalizing its acceptance regulations, but is not yet prepared to make any definite

announcements in this regard. I beg to remain, my dear Mr. President,
Digitized for FRASER ‘
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MEMORANDUM OF PROCEDURE CONCERNING THE CREDIT SITUATION
IN I?S RELATION T0 INDUSTRY AND AGRICULTURE.

In order move definitely to carry out the suggestions and policles -
discussed at the conference of bankers with the President and the Secretary
of the Treasury and the Secretary of Commerce at the White House on llay 25,

the following is proposed as a tentative form of procedurs:

I. 'Te Secretary of the Treasury éhould, at his earliest convenience,
confer with the Federal Reserve Board in order to advise them of the discussions
which took place at the White House on the evening of May 25, and to suggest that
the Wederal Reserve Boasrd take the following steps: .

a, Prepare and issue to all Federal Reserve Banks a letter, or

preferably a telegram, emphasizing the necessity of the liberal ex-
tension of credit in the agricuitural districts and calling to the
attention of the Federal Reserve Banks the importance of making public
their past and present policy in this regard, This action by the
Federal Reserve Board is proposed in order to make it impossible for
member banks in these areas to deny credit to their customers upon
the false éxouse that the Federal Reserve Banks have shut off their

// credit. (See form of telegraph hereto attached and marked "Exhibit A")

b. Prepare ;nd forward to the President a letter reviewing in

some detail the conditions in the sgricultural areas as viewed by
Governor Harding on his recent trip through the Middle West, and de—
fining the Board's policies insofar as they affect the restoration

of normal conditions in both the industry and agricuiture of the

country. (See form of letter hereto attached marked "Exhibit B.")

II., GSubseguent to the action by the Federal Reserve Board proposed

in paragraph I above, it is suggested that it would be advisable for the President
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to make a'public statement referring to the Board's telegram to the Federal
Reserve Banks and qESEEPg in whole Governor Harding's letter to the President.
This pﬁbiicstatement should. also refer to the following matters in the order named:’
(a) The conference held at the White House on lMay 25,
(b} The advisability of encouraging foreign borrowing in this market
without any unnecessary restrictions as to how the proceeds should be apw
plied,

(e) The fact that it is impossible for the proceeds of a foreign

loan made in this country to be exported except by the shipment of gold,

and that gold exports are not now likely, since existing exchange rates
_would make it too unprofitable to borrow dollars in this market at a pre-
mium to be expoited in gold at par. It should be noted that even though
the proceeds of a loan made to Belgium, for instance, are used by Belgium
in the first instance to purchase goods from the Argentine, that pﬁrchase
is made by a transfer of credit on the books of the United States and the
proceeds of the loan still vemain in the United States, but to the credit
of Argentine instead of to ﬁhe.credit of Belgium. Inasmuch as dollars are
at a premium in the Argentine just as they are in Belgium, it is unlikely
that the proceeds of the loan will be exported from this country in gold

at par. They will, theiefpre, be utilized by the Argentine either for the

peyment of existing debts in this country or for the purchase of goods from
this country.

(d) The assurances given to the President by the bankers with whom
he has conferred that they will gladly cooperate with the Government to
fagilitate the foreign commerce of the country by making every proper effort
to scrutinize foreign loans made in this country in order to see that their
proceeds are as far as possible applied directly tb the payment of existing
debts or to the purchase of goods in this country and also to see that a

3
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proper proportion of the proceeds of such loans are applied by the
foreign borrowers to the purchase of agriéultural products in this
country.

(e) The intention of the adﬁinistration to urge the immediate
enactment of legislation permitting foreign banks to operate branches
in the United States without prohibitive restrictions either by State
or FWederal law, this legislation being necessary in order that foreign
countries will not be retaliatory legislation prohibit or 1mpede.ﬁhe
operations of American banks and bankers in those foreign countries.

(£) The intention of the administration to consider the propriety
of our permitting foreign govermments to postpone the payment of in-
terest on our foreign government debts for a peridd of two years. Since
the payment of interest on those loans must be in dollars,to request

/
foreign govermments now to borrow the full amount of the accumulated

interest in dollars will only tend further to distort the exchange market
and to run dollars up to & premium even greater than they are at present.
Furthermore, it will be necessary in the next few years for Germany to

make extensive loans in this country in order to fulfill the obligations
imposed upon it by the Reparations Commission. With this relatively neces=
sary demand upon our‘ma;ket for dollars it would be only an additional
burden upon our export trade for this Govermment to abandon its llberal
policy in reference to the payment of ipterest by our debtor governments.
To require all of those various borrowing governments to scramble to get
Amsrican dollars merely for the purpose of making fheir interest payments
will have the inevitable effect of éreﬁting an even higher exchange barrier
against our exports by making it more and more unprofitable for foreign
buyers to purchase goods in this country. (Tentative form of stdatement to

be issued by the President is attached hereto and marked "E¥hibit C.")

Federal Reserve Bank of St. Louis .




EXHIBIT "A"

PROPOSED FORM OF TELEGRAM TO BE FORWARDED BY FEDERAL RESERVE

BOARD TO ALL FEDERAL RESERVE BANKS

"In view of conditions of export market and excess supplies of agricultural
products, for which there is not yet a normal or adequate demand, the Federal Reserve
Board urges upon all Federal ressrve banks the necessity of continuing = most liberal
policy in the extension of credit to their member banks, so that those member banks
shall have no basis, so far as the credit facilities of the Federal Reserve System
are concerned, for calling loens already made, or for denying new loans required by

their customers, either for the purpose of carrying staple agricultural products

pending their furthsr liguidation in the normal process of distribution, or for the
purpose of financing the new crop. )

//"“ — - e B

(nIn view of continued misunderstanding of past snd present policy of the
Federal Reserve System in this matter, you are requested to forward this telegram to
all member banks in your distriect, and to give it to the press, In order further to
facilitate the marketing of the old crop, and the production of the new, the
Federal Reserve Board has exercised the authority conferred upon it by section 19,

to permit member banks to act as a medium, or agent, in applying for discounts from

the Federal reserve bank."
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http://fraser.stlouisfed.org/
Faderal Reserve Bank of St. loyis ... .. e




My dear Mr. President:

: trip through the middle West, a trip
j ﬁ [ k.,-\,\_‘g,‘._,; L T P »&,‘:\, ,—-D
which Iubevermader—es I advised you on 2»1.-.1,7 s

: Fa

« study of the conditions prevailing thrumghowt the agricultural dietricts.

1 have just returned from s

Because of the very great importance of this eubject to tho‘eountry at
large, 1 am taking the liberty of reviewing in brief my observations upon that trip,
and of outlining te you the present, and proposed, policy of the Federal Reserve
System, to aid in the readjustment of those conditione.

(Review of conditione by Governor Harding)

In order that there may be no misunderstanding of the poeition of the
Federal Reserve System, I wish briefly to explain the precise relation of the Federal
reserve bank to the farmer, manufacturer, merchant, and the exporter. As you are
undoubtedly aware, the Federal reserve banke do not, and cannot, deal directly with
the individual, whether he be the producer, manufacturer, or exporter. The only
authority that the Federsl reserve banks have to make loans, or to advance eredit,
ie that authority conferred by section 13 of the Federal Reecerve Act, to make loans
or advances to their own member banks. They cannot meke loans to the individual
borrower, nor cen they require & member bank, or sny other bank, to meke & loan to
a-borrower. So also it should be made clear that whether or not a particular
borrower may be called upon to ligquidste an outstanding loan to = member bank, is &
matter which comes eolely within the juriediection of that partioular bank, and ie
not in any way subject to the jurisdiction of the Federal reserve bank.

The Pederal reserve banks have never been instructed, or requested, by the Federal

Heserve Board to urge their member banks to liguidate thé losne of their customerss

i t};itiortl;:aﬁdoul- Reserve Board and the Pederal reserve banke have generally

pursued the policy that the aggregate mmount of borrowings by member banks from

their Federal reserve banks is a matter Gontrollsble by the rate of discount, and not
Digitized for FRASER ' '
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by any arbitrary shutiing off of credit, at any rate.

In view of the fmot, howsver, that, as I found on my recent trip, there has
veen & very general misunderstending of the relations between the Federal reserve bunks
and the borrowing public, and in view of the further fact, that certain commercial

attempted to justify
banks have from time to time ' their refusal to make advances to their
customers by the alleged excuse that the Federzl reserve banks would not permit this,
that, or the other kind of & loan, the Pederal Reserve Board, in an effort to emphasize
the necessity of & proper public understanding of the functions of the Federal reserve
banks, has sent the following telegram to esch of the Federal reserve banks, ecalling

attention to the necessity of continuing a most liberal policy in the extension of

oredit in the agricultural sections:
(Telogram)

It is believed that thies telegram will make it apparent that the Federsl
reserve banks stand ready now, as in the past, to advance credit to their member banks
whenever those advances may be needed in order to permit of a proper and normal
liquidation of their loans to their customers. It is now the policy of the Pederal
Reserve Board, just ss it has always been, that no pressure should be made upon
wember basnke to ligquidate loans, which might csmuse undue hardship and loss to
borrowers, who are suffering because of the drastic ligquidation of the past year,
and whose ineolvency uoulq only result in loes both tothém and to the lending banke.

The Pederal Reserve Board is clearly of the opinion that for the present
there should be mo further change in existing rates of discount, but thst the credit
facilities of the Federsl reserve banks should liberally be extended to their member
banke at existing ratee. There csanot be snd, in the opinion of the Pederal Reserve
Board, there is not, any just complaint thet the existing ratél of discount tend,
merely because of the rate, unduly to reetrict credit, since in moet districts the
prevailing rates of discount are below the market rate for monsey.

A reduction in the present level of diecount rates, it ie believed, would
only encoursge unsound epeculsation in both the seourities snd commoditiee markets,

Digitized for FRubERould tend to maimtain the presemt coste of production sbove competitive levels,
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without providing any greater freedom of credit wher 4 1, laaitina.toly & ted
Xpec

end needed., The Board believes, therefore, that the
? ’ r\omzt discount rates, with

1 fuller public realization of the willingness of the "d‘:l reserve banks to extend
credit, wherever required, at those rates, will best BOCOMY o o natural and normal
resdjustment of the credit situstion, and will best promote \ welfare of the
agricultural interests, snd the country as a whole.

Section 19 of the Federal Reserve Act provides i.n‘ B that

"no member

bank shell act as the medium, or agent, of a nonmember bank in
\ying for, or

e receiving, discount from a Federal reserve bsnk ***** except by
v ission of the
Federal Reserve Board. In order further to facilitate the flow ol wdit to thosE
berrewers and sect m )noat needed, the Podoral'BUsono Board, stated in the
sasioEed tnlogruA has exercised the power conferred upon it, to pormit‘.b“ banks
to act as the medium, or agent, of nonwember banke in applying for discou,, prom the
Pederal reeerve buk._. This action should have a marked effect, partioull:i\} in those \
areas where much of the agricultural borrowings 1ls of x'am‘ui.ty made through ata\.
banks, which are not members of the Federal Reserve System,
Before oconcluding, I wish to etate that the Pedsral Heserve Board, in order
to encourage the sale and export of American goods, has recently amended ite S
regulations e0 ae to permit Federal reserve banks to purchase a{bcaptmooa growing
out of trmauti»ns involving the inpnrtn.tion or exportation of gooda, even though
they hau a maturity at the time of disoount in excess of three months, the prcvioul e
limit, byt not in excess of eix months. It was realiszed thst one of the effects of ki
the war and present wrldwldé wndiMn, wag to slow up the procees of international
trade irmauticna, and, in oxtwding its regulsations so use to permit Federal reserve
banks to purchase six monthe acceptances, tho Federal Reserve éosrd, it ie boliovod,'
hae taken an importsnt step towards eimplifying the problem of finmc}ng the sxport
of our goods abroad,
The Board is also considering at the present time the possibility of further

liberalizing its acceptance regulations, but is not yet prepared to make any definite

Digitized for FRRGMPeencnts in this regard. 1 beg to remain, my dear Mr. President,
http://fraser.stlouisfed.org/ . Rn)autﬁny yours,

Federal Reserve Bank of St. Louis
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The conference with the bankers which you attended last wo.ok

was as you knew called for the purpose of ingquiring inte inter-

| nationsl credit conditions and the practicability,by extemsions eof

credit, of stimulating eur exports, particularly of those agri-

e
cultural preducts of which a larger surplus than usual has been
carried over from the preceding year.

It appears that there has been a general slackening abroad
in the demand for geeds, and purchasers ef our products have
found especial difficulty in péying for them, because at present
every nation, in order to purchase goods in the United States must
pay a premium for the dellars which it needs to settle the account.
The steady ﬁapgonmcnt dn our domestic credit conditio’ns now justi-
fies us in encouraging the extension of credit to other countries
in order that thuy may more freely purchase our geeds and more
easily pay for them.

But the adoption of 2 more liberal pelicy in the extension

of private credit te foreign countries necessarily requires a



la
contimance for the present of the liberal policy this Government
has already pursusd towards the insugumsztion of interest payments to
it on the war debts of foreign governments. Obviously, when foreign
countries are foregoing purchases of our goods because they camnot
got the dollars with which te pay for them, for us to neveortheless
insist that they begin interest paymenis aggregating nearly $500,000,000

wnld
& year on their war ebligations which we hold),require them still further
to curtall their purchases and would neutralize the power to pure
chase which they might secure from new loans negotiated here.
Our purpose at the moment is to facilitate the ex;.:ort of

American geoda, particularé.r /our surplus agricul tural products.
The bankers who attended the conference gave us ulufmou that every
proper offort .wov.;ld‘-ba made in negetiating loans to foreign countries
to see that a fair share of the proceeds would be applied to the
purchase of American agricul tural preducts. But t&y made it
clear that under present conditions no restrictions are nemepsary

to make it certain that the procesds of such loans will be Wliod

either to fresh purchases of goods in the United Statps oz to the

“
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payment of debts contracted for goods previously purchesed here,
Whether the purchasing powsr created by such loans is expended
here by the borrewing country or by some other country to which
the borrower is indebted, 1s inmaterial, for it is only by the
export of the proceeds of the loan in gold that this country
can be deprived of the sdvantage of having the purchasing power
expended here;
thus created and at present gold is net being exported but on
the contrary is flowing in to us from every part of the world.
Before writing you of the result of this conference I have
awaited the return to Washington of Gevernor Harding of the Feder-
al Regerve Board, whe for the past fortnight has been securing
first hand information in the South and West regarding domestic
industrial and agricultural conditions. His letter of yesterday
which I attach makes it clear that the credit policles of the
Federal Reserve System are being shaped and exscuted with a view

not only to carrying forward asgricultural and industrial activity

and facilitating the distridution of their products at home and

abroad, but alse to relieving apprehensions with rappect to the




supply of credit which the farmers and live stock men have been
feeling as their season progresses.

These assurances that our bankers, whether their field of
credit extensionfis at home or abread, will work together for the
stimilation and revival of our trade, beth foreign and domestic,
taken together with the steady improvement ‘1n our credit supply
and in business conditions may well hearten those of our farmers

and manufacturers, merchants and exporters who are somewhat dise

couraged by the trials and difficulties of the readjustment through

which we are now passing.
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I ¢rust it will also serve to put an end to the attitude which
not a few banks,member and now member alike, have at times adepted
of declining loans to their customers on the wholly false pretext
that the Federal Reserve System is opposed te banks' making a

particular loan or class of loans.
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Dear gip ,

1 have Just g
er
B agricultural gm "

there, ani g requeste

you hrl.ﬂw my obserys

“Gﬂoultun]
only smaly Sapital in

higselr ¢, the new gong
I founq that gn t

the genera) Ored it policy

Precise relation 0 mrog

*
understooq that the

pent a fortnight traveling through Western and South-
adustrial districts to study the condit loms prevalling
d by you at our confersnce early in lay I am writing
itions and views.
. and Industrial conditions betterj; but farmer having
nany cases will talke -tw or three years to readjust
ition, etc.!)
ome sections misunderstanding still prevails as to
of the Federal Reserve Banks as well as to their

qacers and distributors. It seems difficult to maxe

s L ore T ederal Reserve Board has no funds whatever to loan
oud Voot we §° Laas B sgerve Banks do not lend to individusls but lend only
%0 pankse “‘”81 gosﬂ'“ 0 seems to persisit that the Federal Reserve Board
and Lhe veder 4 o e Banks cen direct what particular loans a member shall
of gnald not ® el ;reas these are of course matters solely within the
L;Mos&ﬂﬁ ’ 3 member banke. The credlt policy of the Reserve Board and
£ne '”“ral % ve Banks ls expressed and made effective through the dis-
coun <hich are a reflection of existing credit conditions and act

impersonal., without reference to any particular losns of the member banks.

A year ago several of the reserve banke raiged their rates in order

to conserve cradit for the Autumn sgricultural requirements, ani in October

the Reserve banks in agriculgural sections were borrowing from other reserve

banks as much as $267,000,000,00. NHow the demands for credit have de-

clined, bmk reserves have risen, and the reserve bank rates which were

than raised have been reduced. An unprecedented volume of last year's
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Dear 8ir 1

1 have fust s pent a fortnight traveling through Western snd South-

ora agricultural amd 1 ,4ug¢rys) districts to study the conditloms prevailing

there, anl as requeste 4 by you st our conference early in kiay I am writing

you briefly my obserwv: itione and views,

(Agricultural | gng Ipdustrisl conditions better; but farmer having

only small espital in, mony cases will take tw. oOr three years to readjust

hifself to the new cond ition, etc.)

I found that in . .ome gections misunderstanding still prevalls as to

the general oredit polley o yno Federal Reserve Banke s well as to their

precise relation 0 'e! yoer5 and dlstributors. It seeme difficult to maxe

* understood that the’

- ederal Reserve Soard heas no funds whatever to loan

and, that the federsl T sserve Banks do mot lend to individuals but lend only
to benks. The 1dea Mt 0 seems to persisit that the Federal Reserve Board
end the Federal ReservY g Banks can direct what particular loans a member shall
or shsll not meke J»'h ireas these are of course matters solely within the
muauuonzfgf the member banks. The credit policy of the Remerve Board and
the Federal feser ve Banks is expressed and made effective through the dis-
ecoun «hich ax;e a reflection of existing eredit conditions and act
impersonal., without reference to any particular loans of the meémber banks.
A yeiar -go‘uvoral of the reserve banks raiged their rates im order
to conserve credit for the Autumn egricultural requirements, ani in October
the Reserw: banks in agriculgural sectlons were bori-ov!ng from other reserve
banks as much as §267,000,000,00, How the demands for oredit have de-
clined, bank reserves have risen, and the reserve bank rates which were

then raised have been reduced. aAn unprecedented volume of last year's
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agricultural products is belng carried over, largely on bank credit, and the
ersdit requirements for this year’s crops are aslready being felt. The re-
serve bank at Hinneapolis and Richmond have begun to borrow from other re-
sarve banks to secure additional eredit for thelr districts.

The Federal Reserve Board and all of the Reserve Banks, I sm sure,
are fully alive to the importance of continuing the policy of extending
oredit most liberally to member banks which require it for the financing
of their cuniomers. I am not awere that pressure on member bank.' to reducs
loans is being exerted anywhere in ths country. But in view of the con-
tinued misunderstanding of Federsl feserve policies, to which I have alluded,
the Federal Reserve Board, after hearing my report, has today telegraphed
all the Reserve Banks relitersting the necessity of contimming liberal credit
policles; and has asuthorised member banks to act as agents for nonmember
banks in applying for the rediscount of their eligible paper. The Board has
agked each leserve bank to advise its member banks sccordingly snd give full
pablicity to the message. I trust that this message and the publicity at-
tendant upon it may remove finally the misanderstandings as to the credit
policies of the gsysteme I trust it will slso serve to put an end to the
attitude which not a réw banks, member and nonmember alike, have at times
adopted of declining loans to thelr customers on the wholly false pretext
that the Federal Reserve System iz opposed to banks makiag a particular
loan or class of loans.

The Board believes that the liberal extensiom of credit involved
in the foregolng policy should remove any apnrehension which farmers and

cattle ralsers mgy have felt as to their ability to carry through their




S
season's operations amd graduslly to market their products. MFurther legis-
lation which has been sagpested making elipible for discount agricultural
paper with more than six months to run does not seem m“m, for al-
though the present situation requires time and patience for its solution,

thare is nothing in the law or the policies of the Federal FReserve banks
to prevent the redisocount of the renswal of a note in a case where under

extraordinary circumstances,iike those at presemt prevalling, it has not
been possible to market the goods or produce financed by the original note. 4
Hor ies it necessary at present further to adjust the rates of the Reserve

banks as in all agriculturasl and nearly all industrial districts these rates

are at or below the level of the rates at which member banks are loaning, "
and therefore sre not exerting either penalty or pressure.

To facilitate the credits required by our foreign trade, the regula-
tions of the Board regarding bankers' acceptances are being re-studded with
the view to meeting more liberally the present abmormal credit demands. The
firet chenge,announced several weeks ago, was to permit the Reserve banks to
buy bankers’ .ouptnx;uoo ’uung out of imports or exports with 8 maturity

wp to six months. A8 a po?:nont policy the Board would be glad to see

our foreign trade banks vilch come under its supervision under Section 25
of the % whether chartered under Federal or State laws, become-members
of the Federsl Reserve System; and would ulcasou cll;sxlhtlen. Fedaral or
State, as under proper safeguards would accord to the banks of other coun~
tries the same facllitles and opportunities im the ﬁnim snui”"ﬂmm
extended to our banks abroad. |
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In conclusion may I assure you that the Federal Resorve Board is
"keeping closely informed from day to day of the progress of the readjust-
ment which ig ‘taking place mot only in the United States but throughout the
worlds and that the policies of the Federal HReserve System are belng developed
with the view to facllitating production and easing the difficulties under
which industry, commerce and sgriculture labor at presenté The level of the
eredit reservoir is nearly 40% higher than it was a year ago. Ite con-
dition justifies a liberal policy not only in the extension of aredit to

our own producers and distributors but also to foreigners who wish to buy
our goods. For the primary extension of credit either at home or abroad

the Federal Heserve banks are not responsible, but as banks of rediscount
they are ready now as they have been in the past to support their members \
in extending such credits as our producers, distributors and exporters may

require.
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) (1) No reduction of discount rates
L which will encourege speculation and inflation

J{* and tend to maintain costs of production above
5;7n3 competitive levels.

(2) Discontinuance of pressure upon

borrowing member banks to licuidate loans which
Iy would cause losses and hardships to borrowers
and possibly insolvencies.
Lbornal
(3) Eree extension of credit by reserve
'\ banke in the”agricultural sections to enable

the new crop to be made.

(4) Encoursgement of foreign borrowing
{%}4 in thie market witbout restrictions as to how
ql{fﬁgrthe proceeds should be applied.

3

-

(5) Liberalize the regulations of the
p {b Federal Reserve System governing acceptance
?q{“' credits for financing imports and exports,
particularly the latter.

(6) Fund the debt of the allied nations
il to our government upon such liberal terms ag
g ( will defer payments of interest during the
éé&c " present period of pressure upon the exchanges.

(7) Secure legielation which will enable
Nl;&, foreign banks to open branches in the United
ﬁ'guv States without too burdensome restricticns.
i

(8) Permit some sort of Federal reserve
membership for foreign trade banking corpora-
tions, so that their bills will enjoy as
favorable rates as those of member banks.
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COPY OF LONGHAND LETTER

Jamestown, R. I.
UNDATED [seemingly end-summer 1923 ]

August 28, 1923
Dear Mr. Strong:

I have been a complete fizzle as a correspondent all summer and am
in disgrace with all my friends. But the one thing that usually most annoys
my neck is the writing posture, so I have just let it go entirely. I hope
you will excuse me. It has been a joy to hear such good news of you as all
the recent reports have conveyed and I'm beginning already to look forward to
the time when we shall both be back on deck. You certainly have had a long
hard siege of it -- one of much patience and courage and to get back in action
will be only the more fun for you on that account.

As for myself, my knelge progresses splendidly. It is not yet completely
solid, in fact, the doctors think it won't be for 3 or 4 months more, but it is
so much better, and I can do so much more with it that I'm going back to the
office Saturday morning--the first. I would feel most cheerful about everything
were it not for the arthritis in the back of my neck and top of the spine. It
has been pretty bad all summer but again the doctors hold out every favorable
promise. They think now that it has been caused by a slight but not unusual low
grade infection in my right kidney which was operated on about 10 years ago for
a mechanical difficulty--displacement. I am having it treated, irrigated every
4 weeks, and it already shows much improvement. The neck condition will neces-
sarily be slower in bettering, but I am sure they now have located the source
of the trouble.

So here goes! I cannot tell you how glad I shall be to get back to the
Bank ~-- or how restless I have been all summer because of my inactivity.
Lately, I have kept pretty much in touch with things through Mr. Jay who has
been telephoning me the high spots in the par clearance developments. It is
most unsatisfactory, however, for I never know how much I miss or what may be
the background. As far as I can see, the whole Washington program has been
rudderless and I have had little sympathy with what has been done so far. They

[sic.] miss is good broad banking mind on the Board and unless they listen attentively to
the Reserve Banks I'm afraid they will make a mess of this par clearance matter.

Mr. Jay is in Washington now, but I do not know how popular New York is in the
Capitol just now.

I really have no news. I'll try to find some for you when I get back to
the office the end of the week. In the meantime, I Just wanted to let you know
my plans -- and that I have been thinking of you a lot all summer. Except for

monthly trips to Baltimore for my treatment, my vacation has been entirely un-
eventful!

With all sorts of good wishes and the best of luck to you always.
Affectionately yours,

G. L. H.

August 28th

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

oF New York

IN REPLY PLEASE REFER September 6, 1923.
TO
Dear Mr. Strong:
Here I am at last, and mighty glad I am to be back. My only regret
-is that you are not here too, but according to the reports I get it won't be
long now bafore you are back tearing things up again!
I wrote you last week of how I feel. There is nothing more now to

gay in that connection. I just want to drop you a lins to tell you that I am

finally back on the job, guite lost in my ignorance, but sublimely happy to be

on deck again.

Mr. Case has returned from his vasation this morning, although I
have not yet seen him. I have spent most of my two days at the bank with
Mr. Jay discussing par collection matters, the approaching hearings of
McFadden's committee, and the general situation in Washington. I think you
are familiar with the greater part of it, but the present plan, as I understand
it, is to have me go to Washington, primarily to inspire the Board with some
fixed policy in the matter of par collections. Certainly, so far as I can
geo, there is no leadership and little possibility of it unless someone from
the outside will take a hand. I have felt ever since the matter was first
mentioned to me that there is a real handicap in having enyons from New York
do the job. You know well enough the ever present prejudiee against the

efforts, no mattsr how sincere, of anyone from this bank. Men such as

Wingo would naver admit that our motives were inspired by anything other than
a purely local selfish point of view, and I am afraid in consequence that were
I to appear befors the committee, even as a rspresentative of the Reserve Board,
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Mr. Strong 9.6.23

a large part of the benefit of a full and careful exposition of the subject
would be lost just bscause of my residence in New York. It ie a pity that that
should bo the case, but it really is so.

While I have not yet been back long enough to bscome oriented, my
present feeling is that even should I go to Washington it should be officially
in a purely advisory capacity to Wyatt, the Board's counesl. As such, I could
do 2ll that would be necessary so far as the Board itself is conecerned. And so
far as McFadden'!s committee goes, I am not sa sure but that the logiecal solution
would be to have, perhaps, Mr. Davis appear for the Board. While it is true that
he, too, is from New YOork, nevertheless his selection would be far more logical |
than mine since he is the System's Counsel on collection matters and since also
he is a prominent democrat with presidential possibilitiss whom Wingo, Steagall,
et al could not ignore. I think this aspect of the situation cannot be over-
emphasized .

At any rate this is a phase of the matter that might well be considered.
The present status as I understand it is this: Mr. Jay has suggested my name
to the Board as a consultant with the Board's counsel on matters relating to par
collections and we have this morning received a letter from Mr. Crissinger
saying that the Board has voted to ask me to go to Washingtom in that capacity.
I have not seen Mr. Jay siﬁcq the letter's receipt, but I rather suspect that
I shall go down early next week, talk the whole matter over with the Board,
size up the situation as far as may be possible, and then try to formulate some
gort of procedurs.

As you know, the Board has already asked the Federal Advisory Council
to give it the benefit of its views on this matter at its meeting on the 17th.
Mr. Warburg returns to town tomorrow and I shall probably have an opportunity

of talking the whole situation over with him. My own pressnt feeling is that
Regulation J should never be made effective. The arguments against it are

clear end to my mind convincing so far as the present time is concerned. Mr.
&

.org/




Mr. Strong 9.6.23.

4 RESERVE BANK OF NEW YORK _-.6 ______

Wille and Mr. Martin were in town yesterday and while they ars in favor of
Regulation J as a matter of theory and principle, they were rather inclined to
agres with Mr. Jay and myself that perhaps it could be held off for the time
being pending further efforts in other directions, such as amendment to clearing
house regulations throughout the country and especially in the Atlanta distriet.
We also had in mind taking up with the Credit Men's Association the suggestion
that they have their members agree to change the present caption on their bill
heads requiring payment in New York 03 Ghicago funds to a caption somewhat as
follows: "Payment may be mble at . par throught the.F’ederal
Reserve System." This would have a two-fold effect; it would put a real handi-
cap on checks drawn on non-rsmitting banks and it would also tend to reduce
present clearing house charges for collecting out-of-town items. There ars only
twenty-five clearing houses where such charges are now made and if business con-
cerns agree to accept in payment any check collectible at par they will naturally
enough endeavor to establish banking accounts in those cities whers the Banks do
not make an interest or discount charge for the collection of out-of-town items.
Mr. Jay discussed this suggestion with Mr. Wills and Mr. Martin at length
yesterday and they were most favorable to it. It may not work, or it may

need to be considerably refined, but it is just another one of those things

that must be considered as aﬁtidote to Regulation J. Mr. Jay has made some
other suggestions designed to speed up collections throughout the country, hep-
ing that this may be an additional argument against the absorption of float.

And so the matter goes. As you see, there is yet no definite plan
and no definite policy, but I shall keep you advised of what develops, especially
if it is finally determined that I am to go to Washington.

Half the fun of bsing back is lost in your absence and I am looking
forward mors than you know to your return. The bank somehow is not the same
when you are away. We miss you dreadfully, particularly when there are so many
matters of System policy on hand. We will work them out somehow, so don't come
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Mr. Strong 9.6.23

ARAL RESERVE BANK OF NEW YORK -____4-__

flying baek before your time. I know myself how much better off I am for having
waited an extra two months, and Miss Bleecker and I shall both ksep your door

locked until your two months are up!

I have not yet touched the Governors Conference matters, but shall
keep you informed of whatever comes up and forward the programs as soon as they
are on paper. If you have any suggestions of topics that you want put on the
program please lst me have them.

This is long and rambling, but that's the way my mind is just now.

Hith all eerts of geod wishes,

Always affectidnately yours,

Benj. Strong, Esq.,
Cragmer Sanitorium,
Colorado Springs, Colo.

Digitized for FRASER

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




FEDERAL RESERVE BANK

~ oF New York

IN REPLY PLEASE REFER September 10, 1923.
TO
Dear Mr. Strong:
I am, as you see, still in New York and not definitely certain when I
shall go to Washington. I am trying now to gather as much data as we may have
available at the bank on the whole subject of collections, especially in its re-

lation to the problem that Claiborne has put before the Board on the subject of

float. From what I can gather from Mr. Wyatt, the Board's Counsel, there is
little chance of the Board adopting Claiborne's proposed regulation. There is,
however, still some interest on the part of some of the members of the Board in

the question of our buying intra-distriet float. I presume, therefore, that in
the end there will be three real definite questions: (1) Shall we, or shall we not,
put into effect the proposed Regulation J relating to the charges to be placed on
the collection of all checks bearing any indorsement of a non-remitting bank; (2)
Shall we, or shall we not, buy intra-district float; (3) What shall be done in the
event that Regulation J is net put into effect.

As I understand, the federal Advisory Council has been requested to give
ite opinion on these questions. They meet in Washington next Monday. I was to
have spent the past week-end with Mr. Warburg at White Plains but, unfortunately,
when he arrived Saturday morning he was suffering from an gttack of ptomeine pdson-
ing and couldn't seme. I am planning, however, to go to White Plains tomorrow
afternocn to spend the night with him, and I shall take all my data in the hope
that we may draft some sort of program or recommendation that the Advisory Couneil
might adopt. There is no point in my going to Washington this week to talk things

over with the Board if the Advisory Council is to go next week wholly unprepared to
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ZRAL RESERVE BANK OF NEW YORK & _____ Mr. Strong 9.10.23

L ke any recommendation consistent with what we believe to be the right policy. If
I can accomplish anything by working here with Mr. Warburg, I shall stay until after
‘the Advisery Council meeting if that is necessary.

But even supposing that we get fhe proper recommendation from the Advisory
Council, as I have no doubt we will, there remains the other serious problem of
McFadden's Committee. I am encloging copy of a letter that Mr. McFadden has just
written to the Reserve Board concerning the first meeting. It speaks for itself
and indicates what a vast field his committee hopes to cover. Wyatt told me this
morning on the telephone that the Board is all the more anxious to have me come to
Washington since having received this letter, and from what I ecan gather from Wyatt
it looks as though they might draft me for work on a number of the topiecs that the
Board is to be called upon to discuss. I am only too glad to do what I can, but
feel more strongly than ever that it would be a mistake for me to appear as the
Board's representative before the committee itgelf. If MecFadden ealls upon the
Reserve Banks, well and good; but otherwise I frankly think we should keep out of
it so far as direct testimony is concerned. The situation now is very different
from what it was when you appeared before the Agricultural Commission. At that
time the New Y&rk bank was directly under fire and the New York Money Market in
its relatien to the rest of the country was directly involved. There was no one
but you who could give the Commisqion the information that they desired. Realizing
the antagonism of the average Congressman against Wall Street, I think the better
part of any testimony that might come from a New Yorker would be lost unless on a
matter directly concerning the New York bank.

So far as par collections are concerned, I still think, as I wrote you
last week, that it is very likely that Mr. Davis is the best man to appear for the
Board. So far as the other topics which McFadden refers to are concerned, I
frankly do not kncw what member of the Board would be best qualified to discuss

them. Wyatt asked me that on the telephone today and I was at a loss, as was he.

In any event, I suppose the first move is for me to get to Washington and go over
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J HAL REBEF;VI BANK OF NEW YORK __ 9 _____ Mr. Strong 9.10.23
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& whole situation as thoroughly as I can with the Board and see how things de-
velop. It may be that after I have been there some days there will be some
aatural exéuse for me or Mr. Jay to appear before the committee, but I do not believe
that we should seek such an appearance. ,

I shall write you again Wednesday or Thursday, after I have seen Mr.

- Warburg and after I have learned just when I am to go to Wsshington. If you have
any thoughts that you want me to have please send them to me at the bank as my stay
in Weshington is at best indefinite and, if necessary, Miss Bleecker can forward
them to me.

I am not at all worried about the preparaticn of the data to be given to
the committee. That we can work up all right. The only question is who is the
best person to appear for the Board in a hearing the better part of which will
necessarily be cross examination. If it were only a matter of direct testimony it
would be simple but yeu can't get very far with direct testimony before a committee
of which Mr. Wingo is a member. I know him of old!

Before cloging I may say that we discussed with Mr. Orr of the Credit
Men's Associaticn the thought which I mentioned in my last letter to you, about
having the members of the Credit Association place on their bill heads some
caption to the effect that their bille are payable "in blank eity exchange or in
any check paysble at par through Fhe Federal Reserve System." Mr. Orr was delighted
with the suggestion and seemed quite sure that it would be favorably received by a
good percentage of their members. At any rate it is something to work on.

With all sorts of good wishes from all of us,

Y

Faithfully yours,

Benj. Strong, Esg.,
Cragmor Saniterium,
Colorade Springs, Cocle.

(Dictated by Mr. Harrison
but gigned after he had left)
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FEDERAL RESERVE BANK

oF NEw York

IN REPLY PLEASE REFER ‘ September 13, 1923.
To
Dear Mr. Strong:

I made & flying trip to Washington Tuesday morning, returning late
yesterday. Certain members of the Board felt that I had better go to Washington
at once rather‘than te wait even to see NMr. Warburg concerning the approsching
meeting of the Advisory Council; consequently I had to postpone my conference
with Mr. Warburg until tomorrow, and in its place have had wﬁat has been in
some ways an unsatisfactory visit to Washington.

As I intimated to you in some of my previcus letters, I was not at
all certain of just what was to be my function and when I reached Washington
it was with some misgivings that I reported to Mr. Criesinger. He was lying
on his sofa apparently not feeling very well and evidently feeling less dis-
posed to talk with me about collections or anything else. He said that Mr.
James was the one who had taken collection matters in hand and suggested my
going to see him to discusé the whole situation. While the Governor was not
abrupt, he wasn't particﬁlgrly cordial and reflected what I imagined all along
was the sentiment of?certain faction of the Board that it was no use calling
in anyone from the outside. Mr. Wyatt later verified this assumption, saying
that Mr. Crissinger was not particularly fsvorable to having me, or anyone |
elese, come to Washington to advise the Board about the matters te be discussed
before McFadden's committee, but that both Mr. James and Mr. Dawes insisted on
having me come if only for their personal assistance, MNr. Miller was on hie

vacation at the time the invitation to me was being discussed before the Board

and I sm sure had no part in the deliberations one way or another.
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Mr. James was most cordial and very anxious to let me have a free hand
go far as he was concerned in developing some sort of a policy which the Board
’.might follew. Certainly he seemed most anxioues to get everything that I could give
him for his information in case he should be called before the Congressional Com-
mittee. So far as my visit with him was concerned, I was really much pleased. I
think that he is perfectly susceptible to the suggestion we have made to postpone
the issue of the new regglation J and to sbandon any projeet for the purchase of
intrae~-distriect float by the Reserve Banks. He was also very favorable to our sug-
gestion that the System as a whole might well give attention to the question of
speeding up collections in some such mamner as our county clearing arrangementes.

When I described these arrangements in some detail he inguired in substanece what

in hell was the matter with the other Reserve Banks that they had not done scme
similar work in other districts. He apparently is quite determined to take up
that feature of the matter with the other Reserve Banks as soon as may be feasible.
He also favors taking some sort of action, informal if possible, directed towards
a reducticn in the clearing house charges of thoee districts where the rates are
now obviously exorbitant. With the exception of one or two isolated cases all of
those clearing house are located in the Atlanta dietrict. So I say again, as
far as Mr. James is concerned I think we are on the right road. My only fear is
that the Board as a whole not iny does not understand the collection game or its
present problems, but will be completely at a loss in a cross examinastion before
McFadden's committee; sand the circumstances of my invitation to go te Washington
indicate quite clearly to me that there is no danger of my being invited to appear
before the committee in behalf of the Board. For the ressone I have already said
to you, I think that that would be a mistake in any event, but it signifies a certain

gelf-aseurance on the part of some members of the Board that I believe to be

entirely unjustified.
I understand that the Board has sent a letter to all Reserve Banks, the

members of the Advisory Council, and others asking for their opinions on the several
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“ k¢tters'which McFadden has said he was geing to ask the Board to elucidate. The
result of this circular letter will undoubtedly be a conglomeration of replies

Aihich it will be impossible for the Board to digest before the committee's hearings
in October and I know no one person on the Board whose general knowledge is suf-
ficient to justify his appearing before the committee for an extemporaneous exposition
of the several topics proposed. I am undertaking now te prepare for Mr. James
and Mr. Dewes a memorandum on each subject and shall try to make it as concise and
convincing as possible, But I am afrsid that when the time comes it will probably
be Mr. Crissinger who will appear before the committee. If so, I wonder as to the
outcome.

It may well be that the committes, aftér hearing the Board's own representa-
tives, will itself ask some of the Reserve B#nks to éppear before it. If so we may
then get our chance and I am hopeful that that's what will really eventualize. I
have to go back to Washington Sunday or Monday and shall probably be there a week
or ten days more with Mr. James. During that time I shall manage to see lMcFadden
some way or another and am sure that he, himself, will bring up the question of the
R;serve Banks. Possibly that will be the best way out.

As a result of my flying trip, I rather feel that there is not so much
danger of the Board's adopting any regrettable policy relating to collections. I
think that the Glaiborne-Adams\plgn has no supporters in the Board and believe that
even Mr. James is now willing to let the question of the purchase of float slide.

So also I believe that the Board will be glad to let the adoption of the new regula-

tion J slide along quite indefinitely. My only present fear ig that if Claiborne
end his ecrowd get before McFadden's committee they may get supporters there who will

have to be argued inte a ssner position by a very carefully thought out discuseion.

As I view it, our real problem is to provide now for that contingenc¢y,realizing 4

that there is little or no chamnce of the Board's appointing anyone from this or

any other Reserve Bank to accept the job imn its behalf. I still believe, however,

that they may be willing to have Mr. Dagvie appear for them on the one subject of
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sllections, - and that may be the best way out, particularly if the committee |
decides not to call on the Reserve Banks individually.

I have my meeting with Mr. Warburg tomorrow and we may work out a plan then.

If not, I shall write you as soon as I get to Washington next week what happens.
My knee is doing splendidly and I am really surprised how little this
relatively strenucus existence wearies me.
It certainly will be good to have you back next month!

Affectionately yours,

Benj. Strong, Esg., ‘

Cragmor Sanitorium,

Colorado Springs, 1

Celorado. |
|

P. S. The Board's speed is pretty well exemplified by their latest appointment --
Hoxton, Federal Reserve Agent at Richmond! I was so shocked when Hoxton told me

of it in Washington that I am afraid my congratulations did not impress him.

(Dietated by Mr. Harrison,
but signed after he had left.)
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Washington, D. C.
Septembsr 22, 1923.

Dear lir. Cases

I am sorry not to have returned to you before now the en-
closed letter from Governor Norris. Unfortunately, however, my opportu-
nities of studying it have been very limited since I have been here, and
I have had to put it off from day to day. Even now I have given it only
the most superficial examination, but presume that as long as it is sub-
mitted to you merely for the "most radical alterations" you did not intend
that I should give it the most minute study.

It strikes me on the whole as being most satisfactory. 1 have
always folt that the Government's participation in our earnings under the

guise of a franchise tax has been upon the wrong theory, and, as you know,

it has resulted from time to time in misunderstandings of our relations

with the Govermment. If our payment to the Treasury is based upon a tax
on the uncoverad notes outstanding, our relations become, a&s I think they
should be, purely businesslike, in which payment ie made upon the service
the Government renders, that is, the use of its cradit in Federal Reserve

Notes.

I think Governor Norris' arguments and his comparisons with
other banks of issue are all pertinent, but I cannot help feeling that he
weakens his entire case by the compromise which he has reached on page 8,
where he suggests an amendment to the Act authorizing, first, a rate of
interest on uncoversd circulation, and, second, a further contribution to
the Government in the form of a franchise tax. In other words, he does not
avoid what I now consider to be the real objection, that is, the principle
on which the Government shares a part of our excess earnings. It has been
that principle that has from time to time enabled the Treasury and others,
more or less rightfully, to delve into the methods by which we ars doing
business and to question the amount of our expenses in conducting that
business. Furthermore, fhe suggestion of Governor Norris not only places
the Government's claim for intersest on notes ahead of our member banks'
claim for dividends, but also gives it a supplementary claim greater than
that of our member banks to a contribution from the excess earnings. If,
as the figures show, the tax on circulation might be made to approximate
what the Government now more or less reasonably expects by way of a
franchise tax, why further complicate the thing by giving not only interest
on circulation but a 60% intersst in ths excess profits to be called a

franchise tax?

Governor Norris, on the last page of his memorandum, evidently
appreciates the difficulties of this compromise. That being so, why is it
advisable for your committee to propose the compromise? I, personally,
would prefer not to attempt any sort of amendment to the Act, especially
when you never can tell where it will end, if the only purpose is to reach
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this compromise. The real question is whether it would be worth whiles to
risk an amendment even if the franchise tax were to be eliminated entirely in
favor of interest on uncovered eirculation. I rather think that it would,
perhaps not this year but a little later on. In any event, it is an
interesting topic and one that might well be pursused now with a view to
procuring an amendment at some future time, even though it is not advisable

this year.
Very truly yours,

(Signed) George L. Harrison.

J. H, Case, Esq.,
Deputy Governor, Federal Reserve Bank of New York,
New YoI‘k, No Yo
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Vashington, De Co.
September 22, 1923,

Dear lir. Strong:

Miss Bleecker brought me your letter of September 17 when she
came to Washington yesterday. I am delighted to kmow that you are
at last away fram the sanitorium and that you are really started on the
road back t0 use. It is splendid, and while I hope you don't make the
brealc too soon, we shall certainly be glad to have you back on the Jjobe
We miss you dreadfully.

I came to Washington last Mondey and sat in on the Adv isory
Council hearing of Claiborne and Adams comcerning their check collection
plan. It was most interesting to see the way Aiken, Wade and others
showed up Claiborne and his proposal. The Council voted unanimously
against it, and I think there is really no one on the Board who is
favorable to it. The real difficulty, however, is in gett ing the
Board to take any definite action one way or another concerning the
collection plan or the matters to which McFadden has referred in his
letter of September 8, a copy of which I sent you a while ago.

Other than revising Regulation J so as to conform to the
recommendation of the Advisory Council, I have been able to accomplish
little or nothing, except to get together a lot of data which may be
useful in presenting the Board's problems to lMcFadden's committee.
Frenkly, I have been very mmch discouraged in my efforts here because
of the lack of leadership and appreciation of what really lies ahead
for the Board and the System. I poured out 21l my troubles to Hr.
Miller two or three dsys ago, just before he left for California, and
he professed to be as much discouraged as I. He suggested that so
far as he could see, the only thing for me to do was to g0 ahead,
irrespective of the Board, and get together whatever reports and
statistics and data I could on the matters covered by McFadden's
inquiry and twrn them over to the Board next week for whatever action
they may care to take. As 1llustrative of the apathy of the Board,

I may say that I was told confidentially that the Govermor, in discussing
the situation, merely remarked that there was a lot of fuss about nothings
that he could amply prepare himself for the hearing by half an hour's
study the day beforel -

So far as par collections are concerned, I think that things
are progressing satisfactorily. While the Board has not yet acted upon
the recommeniations of the Advisory Council, I am ineclimned to 'b'%lieve
that they will approve those recommendations and issue the new regulation
in the revised forme That regulation merely maintains the status quo,
with the exception of a paragraph which provides that we shall not col-
lect checks on any nommenber bank which refuses to remit at par and whose

checks cannot be collected éxcept through an agent over the counter.
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/ That leaves us free to continue collections through other banks even in
/ cases where the member beank is unwilling to remit at par. I also
understand from lir. Jay that the Credit Men's Association is taking |
J favorable action on the suggestion to have their members put some sort of
' caption on their invoices to the effect that their bills are payable in
checiks vhich are payable at par through the Federal Reserve Systems That,
combined with some sort of a tactful effort to have the clearing houses
reduce their collection charges, will about complete all that I think we
should do at the present time so far as owr practices are concerned, i
S0 far as McFadden's committee is involved, I believe it will be necessary
to give a very clear, powerful exposition of the whole subject. I an
afraid that neither Mr. Crissinger nor Mr. Platt will be able to do that,
and there seems to be no one else on whom the Board can agree to represent
them at the hearing. It is difficult to present the whole matter in a
letter, and yet I believe the Board will attempt that method, supplement ing
it by oral testimony of the Govermnor where necessary. |

It has been beastly hot and the humidity dreadful for the last
two or three days. I have felt the weather more since coming to Washington
then all summer. In fact, one of the natives told me this morning that
he believed the last three days had been worse than any days this summer.

I wouldn't dispute it.

Miss Bleecker's report shout the rogram for the Governors Con-
fereme is also a bit discouraging. In spite of our letter, followed by
a telegram, we have heard from only four, I believe, of the eleven Reserve
Banks. Three of those four say that they have no topies to suggest and
Calkins, who is the fourth, advises that he is mailing some suggestions.
Even in our own bank there appear to be few ideas for the program. I ,
Presume, however, that everything will came in at the last minute, although I
the Board is anxious, as we are, to have the program issued by October 1. |
Please don't forget to let me know as soon as possible if you have anything
which you are particularly anxious to have on the brogram, for I am afraid
it will be difficult to get it on the program itself unless we hear in time
for the original issue.

Always affectiggftely yours,

Benj. Strong, Bsq.,
Broadmoor,
Colorado Springs, Colorado.
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Vaghington, De Ce,
Septenber 29, 1923.

Dear lir. Strong:

| . 1 wro te you ghout & wedk ago, and vhile I have been pretty busy
- in the meantime, it-is difficult now to say wiether or not I have really
' accompl ished amythings : |

' Certainly, so far as some of the individzal members of the Board
aré concerned, I believe my work has been well worth while. James , Dawes,
'r Cunningham, and also Hamlin and Platt, have been most interested in all

the matters that are to came up before the Committee, end the better part

of my work has/been in personsl contact with these five. The first three
have had' so little of the background of the System's work that it has been
difficult to erystallize their opinions in such a short time, but I believe
“that, if only through discussion, I have been able to give them a little
bit of the point of view of the System.. Dawes, particularly, has impressed
me, and For James I have the utmost respect. He is a man of very definite
gpinions and a hard, conscientious student. The only difficulty is that

he is such an emthusiasst that each new point that appeals to him is apt to
earry him too far in relation to other topics. for instance, in the par
elearance discussions, the value of reducing the exorbitant collection
gharges in some of the Southerm clearing houses has gppealed to him se
vigorously that he wents to go out with an axe end chop off all clearing
house charges either by a threat to remove Federal Reserve Bramch Banks fram
those towns which have exorbitant clearing house charges, or by an amendment
to law preventing any sort of collection charge for items presented through
the Federgl -Resprve system. Vhile I believe that we may ultimately

come to t éw&%%l eyl job to mele him see what & bad effect it
would be to Aise Lorge of any form in accorplishing it. I believe, now,
however, that he sees the relative importence oif a tewmperate discussion
with the clearing houses rather than governmental threatse. Ny only worry is
that he may not stay put when he meets these clearing homse fellows, as I
think he wants to do, and vhen, in the heat of discussion, his enthusiasm
might revive his- old point of view.

It is now Saturday. McPadden's Committec begins its hearings on
Tue sday afternoon, vhen some representative of the Board is to appears The -
Board itself has never had any thorough understanding of just how it is to
present its case, or through whome It is taken for granted that Crissinger
will appear, but he has been least interested of any of the members in
prepar ing a program for the hearing; indeed the work that I havd done has
been for the other five members, and Crissinger, himself, has stated to
some of those members that he knows perfectly well what he wants to say now
and that he is not in sympathy with any sort of presentation of the Board's
views through a mgmorandum. His idea, apparently, is that he is to appear
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and give his own personsl opinions for what they are worth. That's very well '
if it is understood that they are his personal opinions. It is easy to sense
the fact that both Hamlin and Platt are very much worried about the situation,
gspecially as they disagrée .o so many importent points with the Governor,
notably Branch Beanking, and even Par Collections.

The Governor has blocked every attempt to strike the suspenied Régula-

tion J off the records or to substitute another regulation embodying the Advisory

gouncil®s recomnendations. These recommendation in substance amount to vhat I
have already expressed to be my own personal views, so that I won't go into
detail, other than to sgy that they really prescrve the status quo, - no charge
for mon-par indorsements, but a continuwance of the policy not to handle checks
dravn on & bank that is unwilling to remit at par unless those checks can be
collected through another bank. A majority of the individusl members of the

Board appear to be in favor of the Advisory Council's recommendations, but

Crissinger seems adamant, and, as a result, no action has been taken. I believe
that the whole thing will drag along now certainly until the Governors Conferences
If we can at that time get the Joint Conference to give its unqualified support

to the views expressed by the Advisory Council it mgy be that the Board will

then determine its policy. James himself is all for our position in the
mattér, but he rather favors postponing an announcement until he may have had a
ehance to work on these clearing house charges.

You perhaps know that the directors of the Credit Men's Association
are strongly in favor, and have voted to recommend te their mambers the adoption
of some caption along the line which I have already discussed with you, - making
the ir invoices payable in checks which are "payeble at par through the Federal
Reserve System.®

Just one thing more. Aside from what I maey loosely term my educational
propaganda with ind ividnal members of the Board, I have, at the request of the
Law Committee, composed of Hamlin and Platt, prepared a memorandum coacerning
all of the points raised in McFadden's letter. While it is some 30 pages, it
is intended .only to strike the high spots, and embodies compromises of opinion
between Platt, James and.Hemlin. I am not wholly satisfied with it myself, bug
in the limited time availeble and with the restrictions that they have themselves
placed upon me, I think it is the best we can do. Just what will be done with
it I am not yet certain, but Hamlin and Platt seem to think that if they cannot
get the memorandum into the record in any other way they will present it as
embodying their own personsl views. Its biggest value will, I believe, be in
the supporting data vhich accompany it; including Mr. Jay's discussion of par
collections, also meps and charts on nommembership, and various other matters
relating to the topics McFadden mentions. I won't send you a copy merely -
because its use is so doubtful and also because it is subject to material change
in the next two or three days.

I had lunch with McFadden last week and had a most satisfactory tali
with him of the problems of his commititee. I spent some three howrs giving him
my views of the whole situation and he seemed so interested that he asked me
if I would be willing to appesr before his committee, sgying that the dope I
had given him was just what he wanted his eommittee to have. I told him franly
that it would be a great mistake to call me in advance as one of the principal
witnesses end asked him not to do so. I did say, however, that if, later on,
anything in particular came up concerning which he wished to have my opinion
T would, of course, be glad to appears. "I think, however, that if I can avoid
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i’ ‘i1t will be much better sS03 certainly unless things seem t0 be going badly.
4 d 1 saw Senator (lass for & few minutes last we ok, and he was must
4 reassuring concerning the ultimate outcome. He seems in fine health and high
) spirits and has his war paint ready!
¥ur. Jay has just returned to Wash ington from tl} conT'Jentlon at
itlantic City end is at pr ssent working on a revarp of his article on par
‘c;ollect'onu with a view to having it in the best form for presentation to the
committee in case the Board decides to use it.
rith all sorts of good wishes,
lweys affectd tely yours,
»
Benj. Strong, 1sqe,
BroadmooT 4
olorado Springs, Colo.
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Jan. 15, 1924

e

iy dear Governor ‘:ﬁﬁx s

es ve : '
y Qs

I have only this mornipg »€ceived your note from The Links,
deted Sunday, concerning the lett#r to Governor Criesinger.

Yesterday I re-read the letter in the light of your comment
when signing it; redrafted it in an effort to meke it very much less
"brittle;" had your neme signed to it; and forwarded it to Governor
Crissinger in Washington. I =sm sorry your note was not received in
time to permit of my holding up the letter. Thie morning I showed a
copy to Mr. Jey, who says he does not see how anyone could possibly
teke offense at it. I hope you, too, will feel that it ie sufficiently
soft to avoid any possibility of friction. A copy is enclosed herewith.

I am sorry I did not see you before you left, as I wanted to
say good-bye and wish you &ll the good times you co well deserve. Take
it easy and get all the good you can out of it. e miss you dreadfully,
and yesterday, with sll1 the out-of-town guests, was not quite complete
without you. They all acked for you and sent their best to you. #And
we send ours too!l

Affectionately yours,

Benj. Strong, Esqg.,
The Breskers, s
Palm Beach, Florida.

Enc.

P.S. The dinner last night was a hellish bore!
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This ie an article which I found in the Iarhington paper when I wss

there last week. X¥r. File, the author, is reputed to be a very conzervative snd
very relisble newcpeper correspondent. The articie is rether temperctely written
in the circumstances ~nd it was s most interesting elde-light on the whole

Buresu of Engraving and Printing episode. You might like to glamce over Lt.

GLH.¥SB
Enec.
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Copy of Handwritten Note

Wednesday, July 23, [19]2k

Dear Mr. Strong:

I was delighted this morning to get your letter and shall
be ever so glad to see you any time you may be able to stop off here.
Sunday would suit me to a T. So, if, as you suggest, that would be
convenient for you, would you mind having Mr. Beyer wire me the ap-
proximate hour of your arrival so that I can arrange my "sittings-up"
accordingly? I am most anxious to see you, but hope you won't have
me on your mind or make the stop here unless you feel you can do so
without any inconvenience at all. I should understand perfectly!

It is boiling hot, but I have a comfortable room, fairly
cool considering the outside temperature, and manage to get along
quite well. If I lived in Baltimore in a comfortable well appointed
house, I think the doctors would let me leave here in a few days. But
having no anchor, no special place to go, and a railroad trip whatever
I do, they are urging me to spend another few days here. 1In the circum-
stances, I have no alternative, but as to all that I shall talk with you
when I see you. In the meantime, I do want to thank you, however, for
all your letters and messages which Miss B. has been good enough to send
along. My only real regret, my only worry, is in this enforced absence
from the office, particularly now when you are short-handed and in the
midst of all this moving. But I only lose my temper with myself when I
think gbout it. I simply can't conceive of anything left in me that is
get-at-able with a surgeon's knife, so I hope to stay on deck a while,
once I get back there. Anyhow, I do miss it all!l

Thanks again, Mr. Strong, for all you have done for me, and
please don't stop off here unless it is easy and convenient, as much as
I would like to see you.

~ Affectionately yours,

(signed) GEORGE HARRISON




MISC. 4. 1-200M-1-24 FEDERAL RESERVE BANK

M OF NEW YORK \
GFFICE CORRESPONDENCE Date___August 13, 1924, 192
To__ Mr. Strong SUBJECT:

'E;om Miss Bleecker

Mr. Harrison telephoned this morning to say that he had replied to
your letter of August 12, but it had inadvertently not been mailed. He
asked me, therefore, to give you the following comments in:the meantime:

1. Mr. Harrison believes that the New York bank should not
put the topics on the program; if they are placed on the
program at all, he feels the Board should do it; but he
questions the wisdom of their appearing at all on a program
which has pretty wide circulation. He believes misunderstanding

‘ and criticism would result, no matter how carefully the topics

‘ ) might be worded.

e Mr. Harrison feels that it would be much better to have the
Board discuss it informally, though fully and frankly, at the
Joint Conference, saying nothing whatever about it in advance,
unless the Board feels justified in taking it up with whichever
bank it is. He feels that this would avoid the misunderstand-
ing bound to result from putting the topics on the program without
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192__

To SUBJECT:

“FrOM

the needed local color.

Also Mr. Harrison asked me to say that he is getting on splendidly,
though slowly. He is taking things very easily, and finds hie strength
is returning slowly but surely. He is glad to have office matters
referred to him, and was particularly glad to hear from you.
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Copy of Longhand ILetter

Nonguit, Massachusetts
August 1T7th, [19]24

My dear Mr. Strong:

I have been most interested by your letters, though very dis-
tressed to hear that your Mother has been so ill. It must be a great
comfort to you, though, to feel that she is now past the worst of it.
And with Phil ill too, you have had a poor time of it. I only hope that
all goes well by now.

I wrote you a letter some days ago about that "packed" Reserve
Bank and then finding later that it had not been mailed. I telephoned to
Miss Bleecker a resumé of my views as to procedure by the Board. I find
by your subsequent letter that we nearly agree.

As for myself: I continue to progress in good shape, though I do
not get my strength back as quickly as I had hoped -- particularly in those
back muscles which had to be severed and re-tied during the operation. But
everyone else feels that I am doing even better than I should reasonably
expect. In any event, I shall be careful and prudent about my rreturn. I
really think I could go back on the first but with all the persuasion I
have had from you and others I shall very likely stretch it out to some time
nearer to the fifteenth. Even if I am right about the first, that will give’
me g little leeway in which to relax and forget the oppressing job of "try-
ing to get well." I am planning to leave here Tuesday to go to Jamestown,
R. I. (Hotel Thorndyke) and then to East Hampton the next day in my car via
New London and Sag Harbor -- a motor ride of only 40 miles. But I shall let
Miss Bleecker know my address as I go. I may possibly take the boat from
here to N. Y. and then out to East Hampton by rail.

I still fret at my continued absence from the Bank, but you have
all been so generous and considerate that it is made as easy as possible for
me.

We have been hoping to hear that you are at Woods Hole and that
you would be carrying out. your "threat" to spend a day with us. Mrs. Glover
asks particularly that I send you her best together with her regrets that
you haven't turned up. You had better plan to db it if ever you do come up
this way.

I must close this for the mail. Thanks again for your letters and
their instructions. I am a most obedient soul these days! I miss you all.

Affectionately yours,

(signed) GEORGE HARRISON
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- Janusry 21, 1925.
Dear Governor Strong:

The enclosed opinion of Judge Sibley of the United States Supreme Court

in Atlanta, handed down on Jenuary 8 of this year, will, I know, delight your heart.

From time to time you and I have talked over the constitutionslity - or
rather the unconstitutionality - of the statutes of those States in the South which
have in effect made a check payable et the option of  the drawee bank either in ocash
or another benk draft. In fact, I know it heae been your embition some way or
another to have Mr. Baker work this festuge of these eerlier estatutes into the
pending Pascsgoula case. I myself hesitated about that action only beceuse I
was inclined to believe that it was a little irrelevent Lo the issues in that
litigation.

Fortunately, the case of Capital Grain & Feed Company ve. Federal
Reserve Bank of Atlanta (why is it slways Atlanta that is the defendant?) has
provoked sn unqualified deciéion by Judge Sibley that the statute in Alabams, to
which I have just referred, is unconstitutionsl - but almost better than the
actual decision itself {e the discussion of the Judge throughout the opinion.
It is really excellent - although the result does make the Atlanta bank liable
in the particular case.

In brief, the case is thie: . A check drawn by the plaintiff on a
member bank in the Atlanta district was forwarded to the Fifth Netional Benk of
New York for deposit. The Fifth Nstional handed the check to the Federal Reserve
Bank of New York -for collection. We tranemitted it to the Federal Reserve Bank
of Atlantas, and they in ususl course - after delay of some 24 hours - forwarded
it to the drawee benk direct. The drewee bank made a remittance by a draft on
its reserve account with theFederal Keserve Bank of Atlanta. Before that draft
was charged to the reserve account, the drawee bank, or remitting benk, wss closed.

The plaintiff contends that the Federasl Reserve Bank of Atlante knew .
that the drawee bank was in a failing condition and that because of that peculiar
knowledge it should have presented the chetk for payment in cash over the counter
rather than through the mail for remittance in another draft. The Atlanta bank
pled the law of Alabama, which purported to give to the drawee bank the right to

pay either in cash or a bank draft, and that, therefore, it would have been futile

to have presented the check for payment in cash over the counter. The Judge

has ruled that inasmuch as this aspect of the Alebema law is unconstitutionsl, it
was no eacuse for the Federal Keserve Bank of Atlanta in not having presented

the check for payment in cash over the counter.

. ® 3
That gives the ruling of law. The Judge, however, leaves for the
Jury the questions of fact as to whether or not the Federal Heserve Bank of Atlanta
did have knowledge that the drawee bank was in a failing condition and as to

S
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2 Governor Strong Jenuery 21, 19025

whether or not in fact it was tardy in hendling the trensaction in other respects.
You mey be interested in some leisure hour in going over the opinion. It is good
resding.

The next chapter in thie particular case ie represented by the enclosed
copy of a circular iesued by the Federal Reserve Bank of Atlanta, to the effect
that in any case where eny member bank or Federal reserve bank forwards to it for
collection a check on & par bank in its distriot which happens to be slow in
making its remittancey, ithe Atlante benk will hold up the check, telegraph the
endorser the circumetances, and ask whether the endorser wants the {tem hendled
a8 & collection item at the endorser's expense. The circular makes no distinction
whatsoever between & member bank and nonmember bank, but putports to relate to
all benks in its dietrict - member and nonmember -~ which sre on the par list.

The Federal Keserve Bank of Minneapolis has handled a similar situation by re-
moving slow remitting banks from the list if they happen to be nonmember bsanks
and by tsking peculiar precaution in any ceee where they are member banks. That
l - seems to be the cleer cut way to hondle it, but Atlanta - while leaving such

i banks on the par list, and thus holding itself out as ready to hsndle the items
as cach items - arbitrsrily holds them up when received and telegraphs for
suthority to handle them as collection items. 3o far as member banks are con-
cerned, I think their sction is probebly illegal, but in any event, whether legal
or illegal, it seems to me to be an inexcusable procedure and one that might
very likely involve the Atlanta bank in more litigation with resulting discredit
to the collection system as a whole. .

o

As soon as I received the circular, I called up Mr. Eddy to ask whether
-the,Board. had:received & copy, and if so whether they had tuken eny action with
* regard to it. To my surprise, and somewhat to his chegrin, he told me thatl not
* only had the Bourd received a copy of the circular, but had epproved ite issue
% in sdvence. Uader the ocirocumstences, I have decided not to pursue the matter
any further at the present moment, but to make & real issue of it as soon as we
mey have an ftem held up in accordance with the terms of the circular.

On top of ull this, who should appear at the bank the day hefore yester-
day but Handolph, counsel for the Federal heserve Bank of Atianta, and McCord, ex-
chairmen, and now treasurer of the Stone Mountain Memorial Associution, and some
third and very silent gentlemen, whose name I did not get. They were much per-
turbed that the Federel Keserve Bank of New York was the only one of the eleven
reserve bankes which had declined to cooperate with the Federal feserve Bank of
Atlenta in distributing the Stone Mountain Memoriel fifty cent piéces. You may
remember that McCord and %ellborn wrote us a letter a few weeks ago usking that
we purchase some of thece coins end hold them in our cash subject only to the
order of the Stone Mountain Memorisl Association. We wrote back - as I think
Mr. Joy advised you at the time - saying that we would prefer not to handle the
coins in this menner, and suggested that they be distributed through the medium
of some member bank in New York - that being the usual procedure in this district
in similar cssee in the past.’

ht the mesting in Mr. Jay's office on Monday, Mr. Randolph explained
the general purpose of the Stone Mountain Memorial Association and memorial coin
and made a somewhat elaborste patriotic appeal to us to cooperate in thie die-
trict in their distribution, and then asked me quite frankly to explain why
it was that we had turned down their request. I told him that wordsahd diaguiao
all aside the truneaction which they asked wae as followst

.
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(1) The Federsl Recerve Bank of New York should meke a losn without
interest to the Stone Mountain Memorial Aesociation to enable them to carry the
coine pending distribution at a profit.

(2) Thet we should be seked to carry the coins in our cach in the
nature of a speciel or unmarked depcait psyable only to the order of the Stone
Mountsain Memorial Aesociation.

I told Mr. Randolph thet, as he probably realized, no Federal reserve
benk wee suthorized tc make an advance to the Stone Mountain Memorial Asecciation
or any similer association with or without interest, and thet furthermore, even
ascuming thet the loan was not involved, we were not suthorized te accept v de-
pouit from the Stone Mountein Memorial Asecciation to be dispenced éubject to
their order. Rendolph could not deny either of these statements but argued
that all the other reserve banke were deing it end that the thing wee o greet.
petriotic movement end ehould be furthered me much as wes possible to de eo
without criticien. ‘ :

, ¥e have had a further discuesion about it. Mascp end Ceee are both
inclined to sgree with my poeition and not to yield from it, but Mr. Juy &nd
Sefler ~ &nd even I myself - would like, if poseible, to hundle & few of the coins
if only beceuse of the fact that we might be subjected to unneceesary criticism
for our lack of cocperation in a matter which no other reserve bank hed questioned.

In the circumstences, I am trying now to prepare,for Mr. Jay to sign,
a8 letter which will not recede from our earlier poeition, but which will suggest
our hendling the matter in e way not so bletantly unauthorized by the Act. My
thought would be to write the Atlenta bank . inzemuch as the request cume
from them - completely ignoring the Stone Mountein Memoriel Aeeociation - and
adviee them that in accordance with their request, from time to time just a few
deye preceding the distribution of the coins, we would be glad to buy limited
amounts of the coine from the Treasurer of the United Stutes, as we are clearly .
authorized to do, end that we will pay them out &t face velue upon instructions
from the Federal Reserve Bonk of Atlenta.

/ r .
Thie will not be quite all that Rendolph wants, but it will evidence
our desire to cooperate end et the same time preserve our legel position.

Thie 1s & long story which chould be read only in & hemmock. I have,
gone into detail only because I think you may be interested in the latest
difficulties that Atlante is getting ue into. I lose all patience with them
and more partioularly with the Federel Leserve Board for ellowing the eituation
to continue as it does. I only wish that it had been fandolph Mason of Virginia
who had turned dovn Randolph of Georgie cn the Stcne Mountein Memorial Association
project then George Harrigon a citizen, at best, "At Lmige”. ’

But enough of this. . You must be wearied already, and as it is late

here, I am plinning to go home through the sleet and ice of New Yo

rk snd forget
Georgia and its Atlanta. We all mies you, but things ceem to be going alonz
smoothly enough. I have had an all day session to-day with Mr. Warburg and the

.executive committee of the Advieory Council, which has Just agreed upon a damaning -
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report on thq Hull zmendment to the McFadden bill. Miller of Nichmond was
pretty difficult, and the report in its other festures is & harmless ocompromi se.

I am loaving Friday for South Carolina for a week snd plan to be baok here on
February 2.-

My beet to both you and Miss Blescker.

: : ~ Sincerely,
Benj. Strrong, t

iFa.
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February 6, 1925.

Dear Mr. 3trong:

As I wired you yesterday, I returned to the bank early Wednercday
morning, after having etopped off in Wachington over Monday end Tuesday. I found
on my return, your letter of January 25, together with three eepsrate memoranda
dated January 24. Before discussing these, I might better refer to my doings
in laahington.

Farly Monday morning, Mr. Case asked me over the telephone to have a
chet with Governor Crissinger about the open market operatione, with a view to
informing him that the open market account had reached the $300,000,000 limit,
and that it might become advisable in the nesr future to go below that limit.

1 had s very satisfactory talk with the Governor, told him what little I knew
of the open market operaticns of the pset week or ten deys, and that Mr. Case
felt that the Open Market Investment Committee might econ have a recommendation
to make with respect to lowering the $300,000,000 limit. The Governor wanted
at once to teke it up with the Board more or less informally, but after another
talk with Mr. Case, I suggested to him (Crissinger) that it might be embarrass-
ing to Mr. Case if he did so prior to some recommendation from the Open Market
Investment Committee itself. Criesinger agreed and steted that he would dis-
cuss it with no one except Stewart until such time as he might receive further
word from Mr. Case. It was then that Criesinger advised me of the fact that
the Board was pretty much split on the matter of open market operations and

H that while he, himself, was in entire sympathy with the Bandling of the account

“a, by the committee, he felt thst a certzin group of the Board, headed by Miller,

- were antagonistic to the influence of this bank in the matter. Miller has ex-~
ploded on several occasione and stated thut we were running the account with a
view golely to accommodeting the New York market rather than with the purpose
of meeting oredit conditions throughout the country se a whole. In conclusion,
Crissinger steted that he had no doubt that the Bosrd would unanimously approve
of lowering the preaent $300,000,000 limit, but he seid he was afraid that
Miller would want to restrict our right to meke repurchases if money should
later become tighter. Miller apparently feels that we should not have power
to eell and buy to meet temporary changee one way or another in the market,
but rather that we should be selling now with a view later to raising the
discount rate.

Later on that day, Wyatt ocollared me to tell that there was a
definite mamement on foot to have the

.
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law amended 8o as to mske all expenditures of the Federal Reserve Board and the
Federal reserve banks subject to spproprisztion by Congress snd the budget ocom-
hittee control. Apparently the whole thing was initieted by the fact that Judge
! - Lobdell went to Congress to have the Farm Losn Banks placed upon the sume basis
. a8 the Federal reserve banks in the matter of expenses. It appears thst the
. Intermediate Ctedit Besnk expenses are controlled somewhat the ssme way that the
. Federul reserve bunk expenses are. His srgument was that the Farm Loan Banks
% should bs as independent as the Federal reserve banks and the Intermediate Credit
" Banks. The Senate committee, I believe, epproved of Lobdell's recommendetion,
but et this point General Lord heard of the efforte of the Ferm Loan Board, hit
the ceiling, end called upon the members of the Farm Loan Bosrd to explain.
' . LobHell outlined his reasons to General Lord, vhose only comment was that if
' - -uniformity was neceesary it should bs sccomplished by having the Federal Reserve
" Board and the Federal reserve banks on the game basis s the Farm Loan Banks, that
is, subject to budgetary control in ¥sshington. As & result, General Lord went
to the President, and, ae the story goee, received aspurance from the President
that he was in entire sympathy with Generzl Lord's proposal. I understand from
Wyatt thet James and Cunningham expreseed their delight st the turn of affairs
on the theory that Genersl Lord would then have to effect economies in the
Federal Keserve System and that the Board's committee would thue be relieved
of thast burdensome reeponsibility. I understand that Hamlin, too, felt that
it might be just as well to have both the Board and the Reserve banks subject
to General Lord's control in the matter of expenses.,

SO

Upon talking the metter over with Case and Jay over the telephone that
afternoon, we decided that I might advieably talk the whole question over with
Winston on Tuecday morning.  Accordingly, I arrunged to see Winton and have
lunch with him on Tuesday. When I told him of what I had heard and what we
believed to ba a very serious fundamentel objection to General Lord's plan, he
told me that he had heard of the mowement, that he had gone to Secretsry Mellon
with thse story, end his objections to it, and that Mellon had gons straight to
the President, who, Wineton advised me, turned completely about upon heering
Secretary Melloa's rezsons why the [edersl Heserve System should be free from
the control to which Genersl Lord wanted to subject it. In conclusion, Finston
told me that he thought thst there was nothing further to worry about on this
gscore. I mention it now only becnuse I understand from Mr. Jay that he wrote
you romething of what was in the wind, and I went to relieve your mind at leabt
for the moment. The most disconcerting feature of sll is the fact that Hemlin,
Jemes and Cunninghem openly took the rosition which Wyaztt tells me they did take.

All this bringe up & most unpleasant aspect of the situation. Strater's
committee on collections had s meeting in Richmond on January 12. After the
meeting edjourned, the committee decided to stop off in Washington and tulk
over with Mr., James and Mr. Plail cercain questions rslative to the non-cugh
collection service. As a result, Strater, Attebery of S5t. Louis, end Coe, all
called on Mr. James eand Mr. Platt on Jenuary 156. Coe msde a gomewhat detailed
end etartling report of the meeting when he returned to the bank. In order
to make & complete record of it for future reference, I had Boe dictate his
impressions directly to Miss McCarrick. I have shown a copy 6 both Mr. Jay
and Mr. Case, and em sending a copy to you now for your information. I am so
disgusted with the whole thing that there is no uee trying to express my
opinion in writing. I reelly feel, however, that you should know about the
meeting and Coe's reactions. To think that Jemes,. 2 member of the Reserve
Board, should talk as he did to junior officers of some of the reserve banks,
and worst of all, to one of your own Jjunior officers, gritioizing you in the
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manner he did, ie unepeakable. It ie disorganizing and demoralizing, end almoet
better than anything elze, demonstratee Jomes' unfitness for his Jjob. Coe *slle
me orally that his impreasion is that in tslking ebout you he even epecifically
referred to the amcunt of your selary, but he is not certain enough of this im-
pressicn to include it in his written stoetement. In view of the fact, however,
that he told Gilbart: about it Immediately upon his return and prepared his
memorandum eome len days later, it is not unlikely thet his first imprezeicn,
that the amount of your salary was mentioned, was the correct one. However,
thet ie merely an incident in & wholly diecreditable performance. Coe's memor-
andum speske for itself, end I sm only hopeful that It may sometime prove the
basis of a frank discuseion on your part with Secretary Mellon of the whole
question of the Federal Feczerve Beard. You may remember that you nlready have
‘tolld Covernor Criesinger that eome day you might take occecion to threeh out
the Boerd's orgenization with Mr. Mellon. Mr. Jay snd ¥r, Cese have acked

me to tell you now that they feel very strongly - as I myeelf em inclined to
feel - that thie last performance of Mr. Jamee is sbout ae¢ good an cpening to
bring up this question before Mr. Mellon ss you ere likely to get, znd in view
of what I Emve elready written sbout Jam=2e' attitude on General Lord's plen to
eubject the Reserve benks to hie budget control, it may well be that now isg

the right time, et least to coneider meking some eort of en jssue on this

vhele question. Fencher told me that Streter cmme back to Clevelsnd equally
diecgueted with Mr. James' behevior st the Wsehington meeting, He has etated
that he would aek Strester to write & memorsndum of his views with reepect to
the meeting. ¥hile I have not seen that memorandum, it may well be that it
will be aveilable for you In the event that you ozre to do something ebout

thie questicn in the nesr future. The ccmbinetion of Herson and Jemes isabout
ec poor an influence as we have got in the System to-Cay, end when that
influence seepe down through the junior officere of the Heserve benke as &
recult of meetings euch as Coe end Strster have hed with Jemes end Hereon,
things are coming to a eorry pssna. I hed not intended now to write you

ebout thie meeting, but it hes such a close besring upon what I have elreesdy
¥ritten ebout General Lord's proposel end the attitude of James, Cunningham

end Hemlin with rospect to it, that I thcught you would much better be ad-

vised of it, eopecially se both Mr. Jey and My, Case have urged me not to
overlook it end to be sure to send you Coe's memorsndum at once.

But to continue with my story. iinston was in & very chatty framc
of mind, discussed the Federal Reserve System and its problems, perticulerly
the Federnl Regerve Bosrd, and seemed to feel - as I think we 2ll do - thst
there 18 no one on the Board who could better assume the Jjob of Governor than
Crissinger himself. The real sore spot in the situation in my mind ie Mr.
Joemes, who, with all hias vigor, ig generally destructive and rarely con-
structive. Thile he may be beating his head up against a blenk well, the
difficulty is that somo day when we leaet #xpeot it, he may mske a breach
in the wall and raise the dickens. The effort of always being on guard
is quite a otrain.

In this connection, while talking with ¥yatt I sasked him what he
knew ebout the Atlanta circular. MHe then told me that until the Fedcral
Peserys Board referred to him for report my letter of January 23 to Governor
Wellborn on the subject of the Atlanta circular, he had never heard of the
cirocular. Hore is the picture:

Atlenta prapares a circular striking at the roots of the par
colleotion system, sendd it to the Federsl Reserve Board for approvel in
. . ‘
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advance, and ovet the protest of both Fddy snd Herson approves of the eircular
without even referring the matter to its counsel or the law committee. Eacy
tells me thut in order to stall e bit he had suggested that the matter be re-
ferred to the lew committee, but that the Board would not hear of it. “hen
: my letter was eventuully referred to Wystt, he wrote o memorendum to the Board
SeniEy stating that he believed the Atlante clrculer wes illegal as to member banks
', 1 and ill-advised as to nonmember banks; but I question whether the Beard will
‘ have the courage to teke any ection with respect to it. Indeed, Wyatt's
memorsndum wae written on Jsnuary 268 end nothing had been done'l know as late
? as February 3, when I last saw Wyattg. For your informetion - or to help
' pass the time whils,:.perhaps, you are on the train, I em sending you'a copy
of my letter to %ellbomn, together with a copy of Campbell's reply sné my
subsequent letter of Februury 4.

¢
i

In this oonneotlon, you may be interested to know that in my dis-
cussion with ¥inaton I mentioned this Atlanta episode. He was very mucy

: interested, somewhat surprised, and definitely perturbed on the ground that
: o the situation in Georgis is mpoarently worse than we realize up here, and
: - that the action of the Atlanta bank may well precipitate matters. Winston
formally requested me to send him & copy of the correspondence, saying that he
wag most anxious to dlscuss it with Mr. McIntosh. I have dona g0, but do not
know yet what hus resulted. In faot, Mr. McIntosh was in New York yesterday
so I preeume ¥inston has not hed an opportunity to see him.

wednesday, after my return to the btank, Mr. Hamlin telephcnedme to
tell me that the Board hsd finally approved unqualifiedly of the recommenda-
tion of the Governors lonference with respect to holidays of Federal reserve
banks. You may remember that after you designated Harding and Norris ss a .
committes of two to discuss thie question with the Bosrd, Hamlin telephoned
me Lo hsve Harding and Norrie prespare a latter for h;m,mh ch might obviate the
neceseity of their going to Washington. After some corrsspondence with
both Harding and Norris, they forwarded a letter - which I had an opportuaity
to review - to Mr. Hamlin. I presume that it satiatfactorily covered the
eituation, since I believe they did not cell Harding or Norris to Washington.
In sny event, the mstter ie finally settled, Wyatt haviang advised tho Beserd,
at my request, thet in his opinion the Board cculd "legally" approve of the
recommendatione of the Governore Conference in gpite of his cpinion to the
effect that he believed all Federal reserve banke should stay open!

Another matter sbout which ¥r. Hsmlin talked to me on the telephcne
was the peneion plan. He asked me definitely to tell you that he delayed
ection by the Board on this matter because he realized that if sny action
at all were tsken it would be to disepprove the plan in toto. He then told
me thzt in hie opinion there is no possibility of the plua paeeing the Board
in any form unless you can pereuade Secretery Mellon te support it. Hamrlin's
euggeastion, therefore, was thst esometime when ycu get an opportunity to do se
you stop of" at Waehington, sé¢e Mr. Hamlin and telk over the whole situstion,

v and then put the queetion up to Secretary Mellon. ¥hile I den't know Just
what your plans are, I rsther feel - from what Mr. Hamlin says - that the
peneion plan is "dead", unless you can interest the Ssoretary 1n it. Apparently

there is little chance of any one else's doing so.

I would like now to report back on the reveral matters referred to
in your memorandum of Jenuary 24 and your letter of January 25.

S
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The minutes of the mesting of the Officers Council of Jsnuary 1% re-
ferring to the use of the telsphono wires for transucticns between Boston,
New York end Philads iphia ere, I think, complete enough when considered to-
gether with Hr. Gilbart's memorsndum of December £, to which the minutesr refer.
Gilbsrt's report, which I shall show you on your return to the bank, Indicates
quite clearly thut every safeguard invalving the usa of both code and taet word
ie no» baing taken in thie m=ztter, snd ue he stetes, the safeguards ere such
that the hezarde involved in talnphoning sre no grester thon whon telegraphing
mesgages. g

I have also read your memorandum of January 24 on the subjJect of
#r, Baker's brief. Apparently Smith's death hae placed this 1ltigation in
some doubt.  Angell, with whom I have talked, cuestions whether the appeel will
be procecuted, but he is writing to-day to Randolph for scme informstion ca
that score. Angell nlso telle me that Mr. Bsker hes written to him for any
sugzestions that he might heve to mske concerning arguments to be made in the
brief before the Supreme Court, if and when it siould become necessary to file
sugh a brief. Angell has promieed to discuse the whnle situsntion with you and
ma before he complinss with Mr. Baker's request on this score, and ie writing
to Nr. Bsker to tell him that that ie his plan. In view of the delay incident
to Smith's death, I presume therz is no guestion that we will have plenty of
time to talk thie over with Angell after you return to the bank.

Another memorandum of January 24 assks whether the Badisohe Benk of
Karlsruhe is ons of the German Stats banks of {esue left undisturbed by the
reorgnnization of the Reichsbank. I understend from Mr. Crane that that is
the situation,

. Your letter of January 25 refecrs to several matters:

(1) Judge 3ibley's opinion in the case of the Capital Grain & leed
Company ve. the Federal Beserve Bank of Atlante. I 2gree with your comnclusion
that as between Judge Brandies' dictum and Judgze Sibley's declision, there is

no quastion that we should be guided by the lﬁtter end thaet in any other case
cimilar to the Capital Grain & Faod Company case that might ariee in the Pfuture,
the Peserve bank could protect itself not by continuing to send direct but by
meking presentation at the counter.

(2) The oircular of the Atlanta bank relative to checks drasn on
‘bankg which have in the past msde unsatisfactory returne. In view of Judge
Sibley's decicsion Just referred to, tho Atlanta bank hes two alternatives, as
I pointed out In my correspondence ¥ith Wellborn and Campbell - either to
remove the bank from the par list in the case of a nonmember bank; or else
to present over the counter in the ocrse of n-member bank, as indeed in the
cese of a nonmember bank which they have left on the par list. Eut the
correapondence which I am encloaing gives my detailed views with respect to
this matter.
(3) Stone Mountain Memorisl coins. I rather think that the matter is
- now satisfactorily dirposed of in view of our supplementary letter to Governor
o Wellborn along the lines which' I outlined to you in my letter of January 21.

(4) The McFadden bill. The bill seems to he having rough sledding
in the Senate, and while I understand thsat it ie to be reported out this week,
it will probably be with & number of amendments.

<
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8 Governor Stremg February 6, 1925.

(5) My throet. I have been very remiss in not having written you
more often, but to tell the truth, I left the bank on Januery 23 snd buried
myself in the woods in South Caroclina, pretty much out of reach of the tele-
phone and with a minimum of meil. I started a letter to you while there

o and then, not being certain of my plans about going to Atlante, I postponed
. writing until it was almost too late to send a letter. I want you to know,
’ though, that the week's rest and complete isolation from the outside world did
me en immence smount of good, and I cume home feeling very much more rested
. physically and mentally than I have felt in msny months. My throat cleared ’
4 by up entirely while there, and while it has bothered me a little since my return,
: I think that is due solely to the sudden change in temperature. While the
nights were cold in South Carolina, the days were deliciously warm, and I feel
the difference. I only hope that when you return yourself, you will take
every care because the change will seem all the greater to you owing to the
fact that you have been farther away and longer away. I am continuing my
sun-ray treatments upstairs and reveling in them. I feel younger than I have
in yeare,.in spite of the fact that I passed another milestone only last week.

! ¥We all miss you a lot at the bank, but everything seems to be going
along most satisfactorily so far as our end of the game is concerned, and I
hope you will not have us too much on your mind. Ae I have already stated,
T however, I feel that the situetion in Washington is going te need some drastio
s treatment bsfore many moons, and I don't know anyone who is going to initiate
gt it more satisfactorily than you. It is a pity that you vhou:dlready have so
much of the System's constructive work on your begk should also have to be
the buffer against its destructive influences. I don't know anyone, though,
who is better able to present the whole thing to Secretary Hellon than you
are yourself, so here's hoping that you are able to put it on your docket
for some early ooneideration.

Kith all eorte of good wishes to both you and Miss Bleecker, I am,

fffg‘ 3 ki ~ . | o ' Sincerely yours,

Dictated but not read.

Mr. Benj. Strong,  ° -\ | :

The Breskers, ' LY

Palm Beach, Fla. N .

GLH. MM ' '

ence.
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FEDERAL RESERVE BANK
OF NEW YORK
~, SENT BY SEND ToO FILES

COPY OF TELEGRAM

Feb. 10, 1925

Benj. Strong
The Breakers .
Pelm Beach, Florida i
Thanks telegram., Consulted Miller just before my trip South.
He reported temporary .condition result of cold. Nothing serious and much

better now.
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Copy of Longhand Letter
Friday, May 29th [1925]

ON BOARD S. S. "MAJESTIC."

Dear Mr. Strong:

Qur trip is about over but not complete until I seribble off
a brief report to date. The weather one way or another has been poor;
too hot, too cold, too damp, too windy -- too something nearly all the way
over. The ship's log reports a "rough sea" or "very rough sea" every day
but one. And yet with all this it has been a good trip for this ship is so
immense that the sea bothers it but little, and there are plenty of places
to hide from the weather. I have had a miserable cold all the way over and
have coughed day and night but otherwise I never felt better and have had
my five meals a day quite regularly. Poor Crane on the other hand left the
dining room last Saturday not to return until last night when the sight
of land gave him courage. But he has been quite happy in bed, so he says,
lots of sleep and a good rest!

I have seen the Logans from time to time, also Peacock, and last

night we all had a farewell dinner together. They all asked to send you’
their best. Mrs. Logan particularly wanted me to send you a good report,
but I told her the thought of Col. Logan at a dinner party with only a
plate full of spinach and half a lemon was a form of cruelty for which it would
be hard to forgive her. I made a bad beginning, when first we sailed, by men-
tioning the 20 pounds I have lost. She immediately prescribed a stiff course of
training for him -- gym four times a day, an electric bath each evening, and
a diet of spinach and lemon! Every time I begin to think how lonely is the
life of a bachelor something like this confronts me to bid me pause! But he
seems to revel in it all, and I would fail miserably if I inadvertently
pictured any regrets!! They certainly are fine, and I mention all this diet
business only because it has been a source of considerable by-play. Mr.

, Peacock has been great. We have discussed nearly everything in the world but

[ the credit! There was no conscious effort to avoid that -- we touched upon it

| long enough to have him express the immense admiration he has for the way you
and Normen handled it and then passed along. I found we had a great hobby in
common when I once mentioned that it had always been an ambition of mine to run
a boys school! I never knew that had been his profession until fifteen years ago.

There are several others on hand whom I know, but apart from some
twenty or twenty-five souls we have the most awful looking lot of humanity I
have ever seen outside a New York subway. It surely is discouraging.

Crane and I have done but little work thus far. I wired you about
the form of our statement respecting any possible transactions under the
credit, T mesht téd talk with you about that before I left New York for I had
discussed it briefly in Washington with Crissinger who seemed a bit worried
about it in view of some inquiries that had already been made of him. I shall
be most interested to hear what, if anything, is done about it. I assume any
| part of the credit used must be clearly reflected and identifiable in the
weekly statement. The public interest in the whole transaction*seems to make
that essential. That being so, we cannot very well smother it in an item
"all other resources and/or "bills bought in the open market" where all
| foreign balances and sterling bills are now included. Then, too, any sterling
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deposit resulting from the sale of gold is not really comparsble to other
sterling deposits -- since it is so restricted as to possible use. Indeed,
both the sterling deposit and bills bought, while legally our assets I
suppose, are in substance only an evidence of part of the Blank] of E[ngland's]
dbligation arising under the terms of our contract. That being so, it strikes
me, we would be justified in msking a new entry "gold sold abroad" or some such
phrase which would be all inclusive of the B. of E.'s two different obligations
arising from the purchase of gold, ise., to pay in gold in N. Y. at the end of
two years (if not before) and to maintain a sterling balance or bill account in
| the meantime. I am so anxious to get your reaction about this before I do much
about the form of cable or other withdrawal that I hope you may already have
wired or written me about it. Whatever is done should be entirely frank and
entirely consistent with the fact that we are selling gold under the terms of
a contract providing for payment as outlined.

I have had two wireless messages from Gov. Norman, one that we have
reservations at the Savoy and the other that they will meet us today at
Waterloo. Monday is a bank holiday, I am sorry to learn. We probably won't
be able to accomplish much by way of a start until Tuesday. But whatever I do,
I shall keep you posted.

I can't tell you how glad I am to be on this trip and to have all the

opportunities it will give me. I think you know how much I appreciate it.

My only regret is that it means, too, that I must miss being with all of you
at the Bank. But I shall finish my job as quickly as I can and start back at
once. If I limit my work to a few quite specific tasks, I do not believe it
will take me long. I do feel, however, as I think it over that entirely

apart from this gold business Crane might very profitably stay over, at least
until the end of June , spending some of his time on the Continent as well.

This is already much too long. So much spare time on shipboard mskes
one forget the press of time on others ashore. But I know you will forgive me.
My best to everyone at the Bank -- and do not work too hard!

Ever sincerely yours,

(signed) GEORGE HARRISON

P. 8. Tell Mrs. Shurtleff I would give much for an hour of her lamp right
now!
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RESERVE BANK

oF New York

July 10, 1925.

My dear Governor:

I have been most remiss in not having written to you sooner. The truth
of the matter is that in an effort to clean up all of the accumuletion of routine
matters concerning my various departments, as well as to prepare the way for a
little peaceful concentration on the job you have given me, I have not had much
time to bother you.

Gilbart is away on a very much needed vacation. He has worked hard and
continuously for sometime and without a fair share of his proper recreation. But
advisable as this is, it has resulted in my spending a little more time the past
ten days with my men and the workings of my departmentsthan I would otherwise
have had to do.

My program, however, ig pretty clear. | I have about cleaned up all
that I wanted to get back of me, and plan next week definitely to devote most of
my time to what, for the lack of a better name, we may call the Inquiry. Mr. Jay‘
has been away, and you know Mr.‘Case is also on his vacation; so that it really
was not feasible to begin this job before now. In my next letter, however, I
hope to begin a definite report of progress.

In the meantime there are a few other matters to which I might refer:

(1) The form of the Board's weekly statement. Your caﬁle was received
and transmitted to Governor Crissinger. He plans>to be away until July 14 or 15.
I talked with him on the telephone, however, just before he left and he told me
that nothing would be done until his return. The present plan is for me to go

to Washington to talk over the whole question with Smead and the Board. The one

suggestion which you made to change the item "Bank balances at interest" to
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iGovernor Strong July 10, 1925

s one which Smead and I had already made.

I think it is most advisable, and I understand that Governor Crissinger ie entire-
'71y favorable to it. There are one or two other minor changes which Smead and I
talked over which may be helpful, but I shall write you about them after I have

had an opportunity to talk with Governor Crissinger about them.

(2) Our gold payment policy. Mr. Dewey told me last week, when I
happened to see him, that Boston has now commenced requisitioning the Treasury
for large amounts of gold certificates in order to commence substantial gold pay-
ments. He indicated that other banks would also follow suit. If, therefore,we
are to pursue our present policy of maintaining the certificate circulation at
about its present figure, it will be necessary for this bank to make a very sub-
stantial reduction iﬂ the amount of its payments. That will in turn result in
larger payments of our Federal reserve notes and increased printing costs. I
discussed the matter briefly with the directors yesterday in anticipation of my
vigit to Washington next week, and they all agreed that our present object of
maintaining the circulation at its present level is important and that we should
pursue it even though it means increased payments of Federal reserve notes by
this bank. I am a little out of patience, however, with Boston and the other
banks that are now to commence gold payments when we least need them. For three
years, with the exceptipn’of Chicago during the past year, we have been the only
benk to pay out gold. All the others have refused to cooperate in spite of re-
quests both by us and the Treasury Department. Indeed, they failed even to pay
out as much gold as they received, thus making it that much more difficult for
us to accomplish our purpose. And now when we are not trying to increase the
circulation, but merely endeavoring to maintain it at its present level, the
others commence payments — and I presume for no reason at all othen than a be-
lated recognition of the amount that may be saved by doing so. This may be a

most unfair assumption, but the day is hot and muggy and I am a bit cross anyway.
.I-am.enclosing a copy of my letter to Winston concerning this snd other matters.
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,‘DEHAL RESERVE BANK OF A' ] HASE i Governor Strong July 10, 1925

(3) I »;~-. N SR " of the Currency Conference which is to

meet in Washington next week, and to which I made some reference in my letter to
i'\Mr. Winston. You may remember that we originally planned to have Gilbart go to
this meeting, but inasmuch as he is away on his vacation and there are a number
of matters in which I am particularly interested, I plan to go myself instead of
calling Gilbart back.

(4) Gold payments for export. I am sending you for ready reference in
case you have need of it, a recapitulation of our large gold payments for export
purposes through July 3. You will notice that the total payments during June
amount. to only $6,110,627 — very considerably less than in the five previous months.
Our unofficial record of imports for the same month, however, was only $949,000.

- The Department of Commerce figures for the whole country are not yet available.
Our only exports during July have been a little over $1,000,000 to Mexico, and our
imports thus far this month amount to only $214,000. In this connection, while
it seems that the flow of gold has at least temporarily slackened in each direction,
Dewey tells me that Winston is rather inclined, without having given it any care-
ful study, to pay out larger quantities of gold certificates in anticipation of
possible heavy imports later on. ﬁewey himself agreed with you and me that

even if there are large imports, we should not try to offset them by more gold
payments, but rather keep our‘cixculation at about the present figure. This in
part explains my letter to Winston, to which I have already referred. I believe
he has just fofgotten the earlier conversation that we had on this subject and
that he will play along with us when I have a chance to talk it over with him.

(5) Recharter. The day before yesterday, Mr. Jay told me about the
plan they have been discussing to have the American Bankers Association recommend
a recharter without amendments, and yesterday I read his letter to ¥you dated
June 29 on the same subject. I told him substantially what you yourself said

in your cable No. 79, which arriv;§2yesterday, that is, I, too, feel that the
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dan is excellent, provided they are right in their assumption that the question
of recharter is bound to arise this fall in any event. Apparently, from all that
I hear, there is not very much doubt about it, and if so, I believe that "the
riderless recharter" is about the best slogan for defense that we could make. Mr.
Jay is probably writing you himself concerning this and I, therefore, mention it
only incidentally. Mr. Jay, Mr. Young, Burgess and myself went over your cable
yesterday afternoon, and as the element of“time"appears to be about the only thing
concerning which there is any difference in any of our views, that was really the
only feature we discussed in detail. Mr. Young is very much impressed with the
view that now is the best time to tackle the recharter. He bases his conclusion
in this regard on the fact that the coming Congress is likely to be the most con-

servative and most favorable Congress that we will have in any time before our

present charter expires. With farm prices such as they are now and business quite
generally contented, the conservatives and Coolidge in particular are much in
favor, and it is difficult to answer the argument that he made. In any event,

it seems to me that there is nothing to be lost by devoting the next couple of
months to a preparation of a report based upon the new slogan rather than trying
to propose a suitable list of amendments.

(6) Consolidated statements of borrowers. You may remember that at the
Conference of Governors last November, an amendment to the Board's regulations was
recommended and subsequeantly mad; effective by the Board, cuncef}ng congolidated
statements. In short, the regulation reguires that in any case where a borrower
had subsidiary or affiliated corporations, consolidated statements will not be
a sufficient basis of determining eligibility unless they are accompanied by a
separate statement of each of the affiliated companies, or unl®ss the statement
itself represents a separate statement of the particular borrower.rl While the
banke and most of the borrowing concerns in our district appear not only to

understand the regulation, but are most helpful in cooperating with its enforce-
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‘ ‘v;he.rnt, there seems to be some general misunderstanding in other Federal reserve
districts of just what it signifies. Minneapolis raised some question about the
- Washburn-Crosby statement, for instance, feeling that perhaps the consolidated
statement in that case is all right because all the affiliated corporaticns are
owned 100 per cent. by the parent company, and because none of the affiliated
companies borrowe in the market. Mr. Mitchell was in my office last week and
we talked it over with him in some detail, mmd. I think he not only got our point
of view about the matter, but also expressed himself as entirely in accord with it.
The Armour case came to a head when McDougal telephoned rather critically
to ue thet we had turned down Armour & Company paper in this district while they
are taking it in Chicago. As a matter of fact, the only statement that we have
been zble te obtain from Ammour & Company is & consolidated statement of the parent
~compeny and twelve of its fifty-nine subsidiaries. Nevertheleses, in spite of
this fect, we have taken every piece of Arﬁxour péper the first time it has been
offered by any of our member banks since May 1, the effective date of the new regu-
lation, but we have done so with the request that that paper be not offered again ‘
unlegs & separate statement of the borrowing company wee provided. Only cne §f
our benke has submitted the paper the second time ( the Park Bank), and immediate-
ly withdrew it when we reminded them of our original conversation. But McDougel
apparently has heard of this and pas felt rather indignant that we are "turning
down" puper that Chicago is taking. When I discussed the matier on the telephone
vith him, he admitted that the only statement that he has conteins assets and
lisbilities of some of the subsidiaries buiiiiat in his opinion, in view of the
circumstances of that particular cese, the statement was satigfaotory and the paper
eligible, and that he felt we sghould follow his judgment in the matter. I teld
him that our action in the past, which incidentally had been discussed in some
detail in correspondence between NMr. Morris and Mr. Childs of Chicago, was not
at &ll & question of Jjudgment, but merely a question of fact regarding the new
Digitized for FRASER
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(_regulation. To make a long story short, I told him that if he could tell me that

he had & separate statement of the borrower, as thé regulations :equired, and that
Da study of that statement chowed the paper to be both eligible and desirable, we

would teke it in this district at least until we received & copy of the statement

for study. He told me that he would be glad to wire me to that effect ét once

as he was convinced that they had a statement which complied with the regulations.

I immediately telegraphed Mr. McDougal confirming our cenversation, and enclose

herewith not only & copy of that telegram but azlsoc a copy of his reply of te-day,

which indicates fairly clearly that when the matﬁer wag put up to him squarely, he

‘ regulation

reazlized that he lacks the statement required by the A and is now endeavoring

to get it.

Morris feels that he will not be able to get a satisfactory sepasrate state-
ment, for we have heard rather indirectly but confidentially that one of thé men
trying to sell Armour paper in this district indicated to one of our member banks
that a separate statement by the borrowing parent company, exclueive of assets
end liebilities of the twelve subsidiaries, would show & reducticn of some
$12,000,000 in the assets side of the statement and no corresponding reduction in
the other side.

Cn thinking over my talk with Governor McDougel, I rather feel that
he himgelf hag not gone into tﬁe.ﬁhing as thoroughly as he might have and that our
telegram puttit up to him as squarely as we had, prompted a congideration which
resulted, in & measure, in agreement with us. But this is only cne instance,
and I think eomething must be done quickly to promote some better and more
uniform understanding of the new regulation on the paft of the reserve banke.

I can think of nothing else at the moment to write‘you. This is already
too long, but I thought that you might be interested in getting a few aide.lights.
Everything at the bank seems to be going elong in first-rate shape. On Monday,

July 6, we cleared over 298,000 checks at the Clearing House - more than 100,000
Digitized for FRASER

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




el
e’ 7 Governor Strong July 10, 1925
'.v;.‘.? ]

; _f,p

“J”'i’bver our previous highest day. On the same day we had about 375,000 checke in
cur transit department, and with it all things are going along very smoothly.

len fact, better than they have ényprevious summer. The training class worke like .
a charm, and ig a pretty good offeet not oﬁly to vacations, but what would be a
normal let-down due to the oppressive weather. It is still hot and the humidity
is high. I was glad to hear that you have started to Berlin, chiefly because it
means & quick approach to your much needed vacation, which I hope that you enjoy
and'profit by. I would like to be over there with you! Please give my warm
personel regards to Governor Normen and to all the rest of your party if they are
with you. Most of all take care of youréelf, and don't worry sbout us. I ghall
never write you about anything except our troubles. Anything else would take
entirely too much space! So you can slways be sure you know the worst.

Affectionately yours,

Mr. Benj. Strong,
¢/o Bank of Englend,
Threadneedle Street,
London, England.

GLH.MM

Encs.
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FEDERAL RESERVE BANK

oF New York

July 21, 1925.

Dear Governor Strong:
I was in Washington the better part of last week at a meeting of the

Currency Committee,qzz?iepresentatives of the Treasury end the Federal Reserve
Board. While I begrudged the time that this trip necessitated my being away
from the bank, I believe the meeting was most successful so far as it related
to questions of currency distribution and payment. I made some reference in
my last letter to you to some slight confusion incident to our gold payment
policy, but Mr. Winston, who addreesed the conference, fully supported our
present policy, and while favoring gold psyments by other Federal reserve banks,
expressed himself as being definitely ip favor of maintaining the present cer-
tificate circulation at about a billion dollars. . This will mean, of course,
that as other Federals commence gold payments it will be necessary for this
bank and possibly the Federal Reserve Bank of Chicago te reduce the amount of
their payments proportionately. Other than the question of expense involved,
I see no objection to our coopérating to this extent. 1Indeed, there is sdme
adventage in having payments & little more genérul among all twelve reserve
banks rather than limited as &t present to Chicago and New York.

/i;:;:’ I had & long session with Smead and Goldenweiser concerning the form

/ of etatement, and on the strength of your cable No. 80, which approved the

recommendations contained in the memorsndum signed by Smead and S‘tewart, we
have prepered a form of statement which will read as per the enciosed COPY«

We decided, however, not to recommend a change at once, since we thought it

[
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2 Governor Strong July 21, 1925.

"might be well for you and Dr. Stewart to look cver the enclosed draft before it is
made effective. There is only one matter to which I want to refer specifically,
and I do this in order that there may be no question or future misunderstanding.

It is this: If, as Governor Normen suggests, and as we all seem to think
advisable, we make a2 public or newspaper announcement whenever the credit is drawn
upon, stating specifically the amount so drawn, then the following weekly statemel;lt
will reflect the amount of gold bought by an increase in either or ;ﬁtL of the
following items:

"Bills bought in open market™

"All other earni . |
or Fogegzgnearn1ng assets o A ellier Wosanens

By a simple process of deduction, knowing the totsl amount of the credit
used, and picturing the increase in the item "All other earning assets: Foreign",
it will be readily known just how much of the gold sold is represented by sterling
bills bought in London. I mention this not because we have zny queétion to that
fact, but because Governor Norman was a little hesitant to have our statement show
it. I see no way of avoiding this difficulty other than by lumping all of our
foreign assets, Véiﬁh you know %ﬁAimpossip1§ on account cf the requirement that we
also show in the statement the maturity of all bills bought. Of couree, time, if
even cnly a few days, will necésggrily elapse between the announcement of any use
of the credit and the publication of the weekly statement, and furthermore, if the
item "All other earning assets: Foreign", which will include foreign loans on gold,
should become sizeable, or fluctuating for other reasons, it would not be so simple
by the process of substraction, which T have suggested, to find out how much we
have invested in sterling bills. But there is the possibility of the present
propesal giving a fairly accurate means of determing the amount of bills so bought,

and I want to be sure that you understend that fact, even though I do not see how

it can be avoided, all thinge considered.
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In view of the advisability of changing the form of statement as soon as
it is poseible and as far in advance of any use of the credit as is possible, I
wonder if you will please cable me " 0.K. " when you receive this letter, so that
we can make our recommendation to the Board and perhaps adopt the amended state-
ment at once.

I hope your vacation is giving you a real rest and that you are not
worrying too much about what is going on here. Thg pest week has been a little
cooler, and while we have all been fairly busy owing to the absence of a number
of us on vacations, we have nothing to growl ebout. I shall write you again
by the Saturday boat, with particular reference to the Inquiry matter. Mr Jay,
I understend, is going away about the firet.of August, and we want to get fhe
whole thing on a fairly satisfactory working basis before then. As he has probably
told you, Mr. Peple of Richmond'is now at the bank working with him and Burgess on
certain publicity matters, but I am not certain just what their exact program is.

' With very warm personal regards both to yourself and Governor Norman,
I am, always,

Sincerely yours,

Mr. Benj. Strong,
¢/o Bank of Englend,
London, Englend.

GLH.MM
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R FEDERAL RESERVE BANK
ofF New York

July 31, 1925.

My dear Governor:

While it is getting near closing time for this mail, Burgess, who is
the news gatherer for you, asked me to write you a note regarding the enclosed
draft of letter to the Federsl Reserve Board, concerning the Board's letter
X-4377, dated July 10, 1925, which is also enclosed.

When the Board's letter first arrived, it was the inclination of the
officers fo let it slide just as we have overlooked other letters encroaching
upon the directors authority in order that we might weit for some vital ques-
tion to make our issue. In considering this new Board ruling, however, Nr.
Young said that he thought we could not properly accept the Board's position.
211 of the other directors present agreed with Mr. Young.

e have not yet had a meeting of the board with a quorum present to

congider this draft and as Mr. Jay and I both feel that it is importent to wait

until then before dispatching it, we are holding it up for the present. Very
likely it will not be until‘sqpetime in September that we have a gquorum. In
any event, it will not be until after we have had an opportunity to receive
your views. If, therefore, you have any suggestions to make, please let us have
them.

I understand that Burgess is sending you with hig pile of stuff, a
copy of a memorezndum that I prepared relative to the conversation I had with
Mr. Merle of the Mexican Congress. It speaks for itself. I ﬁould like to
add, however, that Merle came to us with a note of introduction from Winsten

and a request that we do all that we properly could to give Merle information

ttp://fraser.stlouisfed.org/
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regarding the Federal Reserve System. He has been all through the Bank with
Persone, and has been introduced to the heads of some of the departments, with
instructions to the departments, of course, not to let him have any detailed or
confidentisl information, but rather just to hit the high spots. He was most
grateful and seemed satisfied. The subject matter of my memorandum is a sub-
gequent question that came up after he had been through the bank. While some

_of the men in the bank did not like him very much, he seemed rather a decent

5 Q;jfgllcw, a graduate of Columbia, and pretty keen, but withal, he impressed you

" | ak being esseéntially the politicisn.

STE W Huri;jg}yg but sincerely,
‘, Aa:, ‘?"ﬂ‘:“ .
R ¥ W

40 dlir. Benj. Strong,
" o/o Bank of England,
i, London, Englend.

SEGLH . MM
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X - oF NEw YORK August 6, 1 925.
My dear Governor:

I have just returned from another trip to Washington where I have had a
three-day session with Dewey and other members of the Treasury Department, and
&lso with Governor Crissinger, about various metters that have come up.

My chief purpose in seeing Mr. Dewey was to discuss with him more con-
cretely than has been possible in the past the whole ques£ion of making arrsnge-
mentsmﬁereby the Federal reserve banks might act as redemption agents of United
States currency, technically as well as in fact as is the present case. At the
present time we are.required to accept deposits, meske exchanges, and also make
redemptions of United States currency. All redemptions or any unfit deposits are
charged to the Treasurer's account, but eredit is not finally passed by the Treas -
urer until receipt and verification of the currency in llashington. This is bad,

; beth from the point of view of the Treasury and the Federal reserve bank. The
‘ Treasury loses interest during the period of transit and slso h&s all the additionsl
expense of a second handling of the currency in Wgshington. While it is true that
we are reimbursed for postage covering the shipments of mutilated currency, never-
theless I believe that our own expense in handling would be considerablyvless i%
we were pérmitted to make the fgnal count and destruction at the Reserve 5ank
rather than in Washington. Certainly, from the point of view of the Treasurer and
the Reserve banks together, there is no answer to the argument of economy.
Confidentially, the Treasury Department is also considering reducing the
size of the currency from the present size to a bill sbout ghe size of the Philip-
pine bill; that is, 6" x 2 1/2". This change in the size would be made applicable
to all denominations and all kinds of currency now in circulation. Because of'fhe

narrow widtirof ®the propos -;bill it is doubtful whether it will be possible any
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longer for the Reserve banks to cu_t.mutilated bills in half before shipment to

‘ J Washington. If that is g0 it will be necessary to insure all such shipments for
full value and all of the saving that might be effected by the reduction in size
(which the Treasurer estimated would be over $1,000,000 a year in paper alone)
would be more than offset by the cost of insurance.

If the programme to reduce the size of all currency is to be made effec-

[ tive, the necessity of authorizing the Reserve banks to destroy the currency becomes

! obvious if only on account of the insursnce question. The chief difficulty that I

see with the programme is the provision of the law which requires that the Federal

Gurrency for destruction. Whether it will be necessary to change the law or perhaps

1
f reserve agent shall send unfit Federsl reserve notes to the Comptroller of the

to have technical delivery made to some representative of the Comptroller on the

premises of each Reserve bank, is & matter that will have to be studied, but the

point wﬁich I have emphasized with Mr. Dewey is that unless it is possible for the

‘ Reserve banks to destroy unfit Federal reserve notes on the premises of the res-

| pective banks, the programme to reduce the size of the note would result in s most

i exhorbitant insurance charge on the Federal reserve banks because of the fact that

it would no longer be possible to ship mutilated currency'in two lots as at present.

‘ One other question.we have been discussing in the programme is to permit

; all Federal reserve banks to ac;t a8 custodians of unissued United States currency,

! a very important step to make so far as the Treasury itself is concerned since

i that currency becomes outstanding at the presegt time as soon as it leaves Wash- -

~- ington “nd does not become retired as an obligation of the Government until it is
returned to Washington. The currency float is consequently‘very large when you

[ congider the amount in transit to and from all Reserie banks. I understand that

the solicitdr of the Treasury Department has already rendered an opinion that it.

is entirely legal and proper for the Tressury under the Subtreasury Act, to appoint

us custodians of unissued currency.

Federal Reserve Bank of St. Lol
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All these matters I discussed in some detail with Dewey, Broughton and
.. Hand, and they have now prepared a programme outlining each question in some detail

and indicating those points that must be decided as a matter of law and those points

that must be decided as a matter of policy. Dewey is much interested and, being
quite persistent, I rather feel that something will be decided one way or another.
At any rate we have done our job in expressing our views with regard to the savings
in expense and the ease andfacility in operstion that would result from an adoption
of the various proposals in question. If it is decided later to approve the pro-
gramme regarding currency it will then be proper to consider the whole question of
having the Reserve banks destroy paid coupons 2nd bonds of the Government. The

shipment of matured bonds and coupons, as well as exchange bonds from the Reserve

banks to Washington smounts to sn immense item each year and seems entirely unnec-
essary as a matter of practice although the law now mékes it imperative. It would
| be my thought that nothing should be done to smend the law in this regard until
after we might have tried out the redemption and destruétion of currency by the
Reserve banks.

One other thing before I stop. Press dispatches seem to indicate that
Schacht may soon begin withdrawing gold from this country. Your cable, which was
received this morning, indicates that we may expect some imports of gold from
London. In any event it is likely that we will receive gold shipments from London
before any use of the gold credit. While it is a matter of little importance to us
I am wondering whether you have discussed with Governor Norman and Schacht during
your informal conferences the feasibility of shunting gold from London to Berlin
and having the bookkeeping done in New York rather than ha&ing shipments coming
from London to New York and then back sgain to Berlin. It may well be that the
transactions will not be sufficiently near in size or time to mak: a programme such

as this feasible, but it might be interesting to talk it over most informally as

‘ long as you are over there.

igitized for FRASER
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Mr. Jay left Saturday, the lst, for Murray Bay and, as you know, Mr. Case
returned Monday, the 3rd. Everything seeme very quiet here and as I know you are
receiving current reports from Burgese regerding the ordinary operstions of the bank
there is no occasion for me to bother you with them in any detzil.

The inquiry business is going alobng rather slowly, but we are having some-
one at work on elmost everything. I am still waiting, however, to get any furthgr
suggestions that you mey have to meke since receiving the outline which I eent you
some time sgo. The inédvertent omission of page 5 from the original outline may
well have perturbed you, and I mention your comments now, net with any impatience
in view of my own delay in getting the programme to you, but rather with the hope
that you will not forget to let me have whatever may occur to you.

Your letters keep us all interested and somewhat on our toes, although we
are distressed to know that your trip so far has been so strenucus as to tire you
out, as you say it has. I only hope, however, that you are getting some rest and

relaxation now and that Governor Normen too is beginning to benefit by a little

vacation.I haverather smiled to myself ever since I first heard of the proposal of
you two to teke a "vacation" together. It doesn't seem possible!
We all miss you and hope you are not worrying about things on this side.
With kindest regards to your whole party, I am,

~

Most sinoerely yocure,

-\,/§i7. Fi‘._~ij>‘leJLn4;0 o

k7. G I
(dictated but not read)
Benj. Strong, Esq., . '
C/o Bank of Fngland,
London, E. C., England.

GLH/RAH
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il FEDERAL RESERVE BANK

OF NEW YORK
O. 'ICE CORRESPONDENCE Date  August 14, 192 5

To s _ sussecr.SALARY INCREASES RECOMMENDED AT

T

S Mr. Herriscn DIRECTORS' MEETING ON JULY 30, 1925.

On August 4, when I was at the Treasury in Washington, I presented to
Governor Crissinger our letter of August 3 transmitting the recommendation of our
directors to increése the salary of seven different employes in amounts aggregating
$1,320. I explained in some detail the facts referred to more briefly in the letter
itself. There is no need to review them here. I did, however, emphasize the impor-.

tance in the mind of the directors of gradually raising at least to $3,000 per esnnum

n
‘
!
i the éalary of those employes such ae paying tellers and men in the cash cusiody and
| vault division, who have diréct contact with or cofitrol over the éash of the bank.
‘ I also hénded to Governor Crissinger = separate memorandum showing the amount by
| which the salary liesbility of the bank had been reduced since January 1, 1925, about
| $288,000. Governor Crissinger expressed himself as being cqnsiderably interested
and apparently favorable. He said that he would take it up et the meeting of the
directorw on Wednesday, August 5.
At noon Wednesday I called upon Covernor Crissinger sbout other matters
.and he told me then that action on the salary recommendation had been postponed until
the next day, August 6, .when e;ch of the four members of the Board present might have
an opportunity to read over the recommendations of our directors.
I returned tolNew York Wednesdsy night, and inasmuch as we had héard no
further report from the Federsl Reserve Board by Tuesday, éugust 11, I telephoned to
Governor Criseinger and told him that we were aﬁxious to learn of the action of the
Board in order to prepare our psyrolls for the 15th. He told mi_then thet the
“Boerd had not yet.ac£ed upbn our recommendstion but that "two members of the execu-

| tive committee have voted against it" and that, therefore, he was a little skeptical

‘ of the chances of successfully psssing the recommendation at the Bogrd meeting on -

f
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Wednesday, August 12, when it would come up for action. I reiterated the importance
of the matter from our standpoint and the interest of the directors in these particu-
lar salaries. He szid that he would do &ll that he could but that he rather felt

there was not much chance in the circumstances of getting favorasble board éction.

At one o'clock on Thursday, August 13, not having heard anything further from the

Board, I telephoned again to Governor Crissinger to ask what action had been taken.

The telephone connection was not very good and at first I had some difficulty in

§ . hearing him, but after some questioning and some repetition and a gradual clearing
up of the telephone line I am able to report the substance of the conversation zs
follows:

Governor Crissinger ssid that the Boardhad finally approved the recommenda-
tion, although not umenimously; that they had done so only with the understanding
that he should advisge our directors of the feeling of the Board that the directors
| themselves had been most remiss in having allewed to exist the situation which the
proposed increases were‘designed to correct; that he, Governor Crisgsinger, wanted
L to impress ufon me how mild evérything that he said over the telephone was s con—
! L trasted'witg‘what was eCtually said by the Board at its.meeting concerning our di-
/ V' rectors end their remissness in not having taken action esrlier; that he could not

impress upon me sufficiently how vigorously some of the members of the Board blamed
[ our directors for not having raised fhese salaries last yéér. He also explained
’ that while he did not feel quite sc strongly as other members of the Board, he |
] nevertheless sympathized with much that had been said, and then ;;iterated that it
was only with the understanding that he write a letter of "censure" (I am fairly
| certain, though not positive, that the word "censure" was used) to our directors

D@nuajmrFRASQQat the Board, by a split vote, approved the recommendation. He then said, and

Ettp://fraser.stlouisfed .org/ ' 7




DS (TR0 FEDERAL RESERVE BANK

OF NEW YORK

Oi "ICE CORRESPONDENCE B e L e

| To_ . : - : SUBJECT: -

From —

this seemed most inconsistent to me, that the recommendation of the directors would
not have been spproved at all had it not been that, by a strange coincidence, the
Little Rock Branch of. the Federal Reserve Bank of Kansas City had just sent in a
recommendation of a salery of $2,800 for a teller at that branch. The Board, con—
traéting that saiary with the salaries paid to our tellers, he said, were prompted
to pass our recommendation but only with a severe criticism of the way our directors
were running things.

At first I hed little opportunity to say anything. Governor Crissinger

seemed considerably worked up over the whole'matter. I finally had an opportunmity,
‘! however, to tell him that perhaps the Reserve Board, in teking this action, had not
hed an opportunity to consider the salary record of the employes under question,
that as & matter of fact, while I had not the figures before me, each one of the

paying tellers (and it was only the paying tellers to whom he had made any express

reference in the conversation) had received an increase last January of between $200

and $250; that the directors had recommended the present increase with the clean-

! cut statement in the letter of trensmittal that they anticipated making further in-
| cresses the first of Jenuary next with s view ultimately to raising the salary of
all of the tellers, cash custody and vault custody men at leé.st to $3,000. 'Govemor
Crisesinger then stated that the Board's criticism of the directors laid in the fact
| that the directors had not raised these salaries the full amount last January instead
: of doing itin the way we now propose. I said that I presumed it*was only because
past experience had led us all to believe that there would not have been much chance
' of getting the Federél Reserve Board's approval last January of an increase for the

|
: whole amount which the directors now contemplated doing in three different steps,

igitized for FRASERnd that in any event, as a matter of procedure, it was perhaps better in the case
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of younger employes with low salaries to have a definite plan of gradual increase

rather than to make too big a percentsge increase at one time. Governor Crissinger
intimeted that the Board disagreed and that it would have been better to have raised
the full amount last year.

In short, while I was advised by Governor Crissinger on Tuesday, August 4,
that two out of four members of the Board who were on the executive committee had
voted against the increases, and that while even when Board action was finally taken
approving the recommendetion it was not umanimous, nevertheless those three out of
four members that finally voted for the epproval did so only on the groumd that our
directors be criticized for not having corrected the situation at one stroke lest

\ year rather than attempting to do so by graduel increases last January, at the
present time, and next January, as proposed. Furthermore, what seemed another incon-
gistency, was the fact thﬁt Governor ‘rissinger stated that had it not been for the
coincidence of the Little Rock salary it was very probable that the Board would not
bave approved cur recommendation at all. The vote to criticize our directors for
ellowing such low salaries to continue in the case of such responsible employes came
only after two out of the four men present had previously voted against the increases
as members of the executive committee and indeed when at least one member_of'the
Board voted against the increéses in any event.

I told Gevernor Crissinger that in my opinion the record of incresses al-
ready made for the employes in question, taken together with the pfoposal in our
letter of August 4 to make further incréases next January as well as at the present
time, showed a quite censistent programme to adjust the salaries in question to the
responsgibility of thé work perfiormed, and that I thought that our directors might

Digitized for FRAGERX€ to state those facts in a letter to the Board after receipt of the Board's
ht!tp://fraser.stlouisfed .org/

Federal Reserve Bank of St. Louis ol o L




-

MISC, 3. 1-75M-9-23

-

FEDERAL RESERVE BANK
OF NEW YORK

O . ICE CORRESPONDENCE DATE 192

ol 21T - 85 o jr R — R = e

From____ . i -5-_ I = N -

letter. To this Governor Crissinger repiied substantielly as follows: "I wouldn't
do that. I wouldn't attempt to make any answer. Just let it go," the inference and
tone clearly being that nothing the directors might say would help the situation in
the minds of the Board who had ordered the criticiem.

While I was very much provoked and exasperated during the whole conversa-
tion, not so much at what was said as at the evident desire of Governor Crissinger
to impress upen me how indignant the Board is at the way our directors have allowed
such responsible work to be handled by men on such low salaries, neverthelese, I am

quite certain that Governor Crissinger had no idea of my temper of mind. I think I

maintained a perfectly courteous, consistent and logical position throughout. There

is no evidence that he thought otherwise. In concluding I thanked him for having
given me the information in advance and told him I would report it all to our directors.
But before allowing me to conclude the conversation he referred to snother
matter; that is, my letter of August 1 0, concerning the revised form of weekly
statement of condition of sll Federal reserve banks. He said that the Board had slgo
congidered this matter at the same meeting, tha;t, they had decided to make no ehange
whateoever at the present time and not to considér it further until there should be
a full meeting of the Board. I asked him when that might be and he said it would
not be ux‘mf.il Octeber. I then reminded him of what he himself had said in a meeting
v;'hioh he, Dr. Stewart, Smead, Governor Strong and I had had-in New York, that he
thought it might be advisable if any change were made in the statement to meke it as
goon as possible and as much before the use of the Bank of Fnglend credit as might
be feasible. He said he remembered that and aslso called attention te the fact that
he himgelf had asked Mr. Smead and me to prepere the revieed form of ste.tenént which

I gent in my letter of August 10. He added, however, that there was no use bringing
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the matter up again at this time, that the Board was determined to do nothing until

the full number of members were present.
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OF NEW YORK
August 14, 1925.
My dear Governor:

When I last wrote you and referred to my Washington trip of August 3, 4,
and 5, I forgot to say enything about my discussion with Govemrnor Criesinger concern—
ing a few salary increases which our directors had proposed for three of the paying
tellers snd four other men in the bank. In view of what has since transpired I am
enclosing a copy of the letter of August 3 which we wrote to the Board transmitting
the recommendation of the direc£ors on this subject. It speaks for itself. All of
the recommendatione in this letter have been approved, but becsuse of the developments
jncident to it I am slso enclosing & rather hurried memorandum which I haﬁe made of a

telephone conversation which 1 had only yesterday,( immediately preceding the directors:

meetin%)concerning these particular salary increases. The letter from the Reserve
Board to which Governor Crissinger referred in his telephone conversstion has not yet

been received, so thet it ie difficult to tell how far the Board hés gone as & matter

of record in criticising our directors in the wey in which Govemor Crissinger stated
they hed voted as a condition of the spprovel of the salaries. 3
The whole affeir would be fumny, were it not so pathetic, and only illugtrates
how utterly inconsistent and illoéical the Board ie when it comes to dealing with any-
thing that concerns thise bank. I am convinced in my own mind that certain members of
the Board in their antagonism sgainst us have just been looking for zn opportunity to
blow off steam, and through some strange psychological reaction, instead of voting
sgainst the seslary increases &s Governor (Urissinger first in£;mated that they probably
would do, they approved them merely for the sake of giving themselves an opportunity
for eriticising our directors for not having tesken the action earli:;%,

Incidentally, you mey be interested to know thet all of the men concerned

received regular snnusl increases for the last three years, and the three peying tellers,
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2 ‘
*wmose salaries seemed to be the/basis of the Board's resentment, received $200 and $250

| increases only last January.
| i R

| . N Until we have seen the letter from the Boerd, however, it is difficult even
i to suggest what if any further steps our directors should teke. Mr. Saunders snd Mr.
Runkle were the only members present at the meeting yesterday when I reported my tele-
phone conversetion with Governor Criseinger, andlthey were both more amused than any-

thing else, in fact somewhat delightéd because it made a record which would logically
preclude the Reserve Board from declining to approve any salary recommendations which

the directors may make next January. The fallsacy of that argument, however, lies in

the fact that the Board cannot be expected to be any more logical st that time than it 4
is now!

I am to-day revising my memorandum of the conversation with Governor Criss-
inger so it may be slightly changed upon the draft which I am enclosing. However, }
because of your interest in it I am particularly anxious that it shall go off in the ni
mail to-night in4;rder to catch to-morrow morning's boat.

You will also be interested in the latter part of the memorandum referring =
to Governor Crigsinger's remarks ébout the new form of weekly statamént, There appar- - M
ently is considerable pigue about this,glso;< - Inde&d there is a disposition on the

part of the Board to be ugly a@out'anything that concerns' us.

I forgot to mention that I believe only four members of the Board were

pregent at the meeting at whieh these various flare-ups took place. They were, I

understand, Crissinger, Hamlin, Miller =nd Jumes.

The pfeparation of data for the so-cslled inquiry is progressing, though
glowly. Burgess, Rounds and Gilbart are my lieutenants and éfe farming out various
matters to different parts of the organization for investigation or report ag the case
might be. I am beginning-to feel for the first time that we are gegking somewhere, sl-
though the results are not yet very tangible. I have been sznxiously awaiting to re-

ceive some comments from you concerning the outline which I sent you last month. I

iaitized for FRELRY how busy you have been and how diverted with other more serious matters, but if
igitized for
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pru get a chance to let me have your views I shall welcome them.
o ! To-day is scorching hot and the humidity high, but every time I complain I
3Ja.’m only reminded of the fé;éjéﬁ;£ it is not nearly‘zg bad as it was/in June when I
wag away, so I get no comfort from anyone else.

Everything is going slong quietly asnd smoothly. As you will notice from
gome of the officers council minutes we have started megotiations rather informally
with Governor Crigeinger concerning the procedure to be followed when theFederal
examiners come for an examingtion. In my last conversetion with the Governor he sug-
gested that he, Herson and I have a talk sbout it as soon &s Herson might be available
in order te map out & programme that would satisfy us and at the same time be workable
from the point of view of the examiners. I think this can be done but feel very
strongly that it must be done withthe amicable cooperation of Crissinger and even

Herson.

My very best to 211 of you.

Mosi{g}ﬁberely yours,

7 .

Benj. Strong, Esq.,
C/o Bank of FEngland, '
Lendon, E. C., Fngland. ~

GLH/RAH
€Nncs,
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From__ George L. Harrison Colonel Hiram I. Beerss \

After finishing a conversstion about not reporting to the State
Depariment the loan maede by thic bemk to the Bank of Polaad, Mr. Eddy of
the Pedersl Reserve Bosard, talking to me over the tal aym“mﬁ}ﬁrre‘d o
& conversation which he hed hud by telephone with Mr. Baller yesterday
concerning ths employment of Colonel Bearse, snd in smplifylag his stute-
ment to Mr. Sailer, explaimed that it was Govermor Orissinger who wag
prrileularly intefe;—:ted in this matter. He sald thet Governor Ori ssiuge;r
waRted to know particularly whether Colonel Bearss hed come to us for
employment or whether we had sought him out, that he gquestioned = tendency
on the part of the Federcl reserve bemke te amploy ex-Amy and Murine officers.
I teld him that Oolomel Bearee had mot come to ue for employment, that we,
hed deoided that it wae necessary for us to recrgsnize our protective
system, thui we hzd ne one svailsble in the bank with the requisite exper-
ience, that we had interviewed no less then 35 cendid&tes; that cne of these
possible candidates wee an Army officer whom Ceneral Summersl) hed referred
to us end whor we felt did not rosgese all of the quﬂificatiens which we
needed fer this particuler job, thet we heard of Celemel Bearse only in
interviewing a reference given to us by znother applicant, e=nd thet me had
ourselves requested that Cclonel Bearss come to us for an interview in the
event that he might be interested in poesible employment with us. I added
that Cclonel Bearse was cutstanding smong &1l the @andidates whom we had
5 - interviewed and that he poéseaaed & combination of experiemce, charscter
end ability which seemed particularly to quelify him for the work which
t;hc directors had in mind. I said that in the circumstences we considered
Digitized for FRASER the sslary of $4,000, which our directors recommended, as very modest.
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FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE Bare:: SRIRE By ) el
s, FILES ST Employment of
From__ Gecrge L. Harrison ~2- Colonel Hiram I, Bearss

Mr. Eddy then said - "Oh! there is mo trouble et all about the sslary.
Thet is &1l right, particularly if Minneapolic ies emtitled to pay sn ex-
Army Ceneral $5,000 to tske charge of their protection men. The only
question a2t all wae the question of our employing ex-militaery men who, in
the opinion of Governor Criseinger, might not have the neceseary other
qualifications for & Job of thie kind." I then told Mr. ¥ddy that in my

opinion the qualifications of the candidate were a mattsr which it was

' primarily our duty to determine, particularly in view of the fact that we

Digitized for FRASER

had sn opportunity to interview the ceadidste and to study his qualifica-

tions, and that the only real guestion for the Boerd was the spproval of

s

the szlery which had been fixed by our directers, Mr. Eddy rather intimated

that he was inclined to agree with me in that positiom, and é‘bated that he
would have = talk with Governor Criseimger :nd tell him what I had said
about Colonel Bearss, end telesphone me again later on durimg the day to
say whether it would be necessary, in view of what I had told him, to write
the letter which he had yesterday reguested Mr. Ssiler to send for Governor

Crissinger's informetion.

P. 3. T telephoned Mr. lddy st 4130 thie afternoon tc eck him whether
he hed sn opportrmi‘_by t5 talk with €overnor Orissinger about the abeve matter
ané¢ whether, t.harefore, he could tell us whether or aot‘-we should send a
further letter about Colonel Besrss and his quslificstions. He told me thet
he had tslked to Covernor Criesinger about cur conversation and thet Covernor
Crissinger wus entirely sstisfied with the cxplanation I had given him on

the telephone, and that he therefore had written a memorandum to the Board

http://fraser.stlouisfed.org/
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OFFICE CORRESPONDENCE DaTe fuguct 27, 1925 192 ‘

TO - FI_L[S, STt S e (e SUBJECT:__E,QP;‘Om,a?t of . B B A ‘
From___ George L. Harrison LoaL o _ Colcmel Hiram 1. Bearss

requesting the approval of the salary recommended by ocur directors for
Colonel Bseres.  He said that he thought there was no doubt that the
matter would be approved and that we would hear nothing further about it.
le mentioned incidentsally that in talking to Covermer Crissinger
he had told him that I wmas interested in this matter of the employment of
Colonel Bears net only from the point of view of this bank but from the
point of view of the System zs & whele. I acked him what he mezant by
that statement and he seid thet he had understood me te ssy on the telephone
in the moraing that I thought it wae mecessary not omly for ue te getl eome
such man ¢ Colonel Bearss to tzke ecare of cur pretection force, but that
it might be wise for all of the other BReserve banks te do sc tce. I told
him that he must be thinking of some comversation with some one elze simece
I had made nc reference whatever to eny of the other Kegerve tankc, that
our interest weas only im perfecting cur own protection eystem, znd that
while whet he said might be true with regard tc other Heserve bamks, I knew
nothing about it and I tiidmot feel in eny way qualified to suggeet what
other Heserve banks should or ehould aot do in this regerd. In eny eveant,
I ineisted thet I had mede no reference whatsoever to the other Reserve
banks for I did net even have them in mind when I wes telking to him in
the morning. He then admitted that perhaps he wee thinking of come other
conversation, but mentioned that evem ec mo herm was done and that Governor
Criesinger hed said he was going to suggest for the program for the mext
Governors Conference the whole question of the orgenization of the protection

? force in esch of the reserve bankse.

Digitized for FRASER|
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August 28, 1925.

N Dear Mr. Strong:

I have before me your letter of August 11 regarding the possible adapta-
tion of our money counting mechines to the needs of the Bank of Fngland. You
say that they are considering.using them in connection with the printing ;f the
currency notes and have asked whether it would be possible for the inventor to
gend the mechanical drawing of the machine in order to permit of their determin-
ing‘its adaptability to their purposes.

Lard, the inventor, was in my office this morning. I teld him of the
problem, =2nd while he is, of course, most sympathetic, he feels that at the
present time all of his force and efforts must be devoted to the contrasct which
he has with the Federal reserve banks. In fact, he explained that even now
his organiéation is not quite adequate for that purpose alone. He says quite
frankly that the drawings of the machine would not be of any substsntial help

to the Bank of Fngland in determining the question they have in mind. He seems,

however, to be cuite certain that the machine will take care of notes of the
size of the present currency n;tes and could readily be made adaptable to a

J different size note in the event that when the Bank of FEngland takes over the
currency issue it should decide to meke a note of a different size. We have
made a study of this in connection with our own particular problem for, as I
think I told you, the Treasury is very seriously contemplating reducing the

| size of our present currency to 6 x 2 1/2 inches. lhile such a _bill would be

5/8 of an inch narrower than our present bill, the maschine, even as built now,

will hendle the reduced size just as effectively as the present size. We have

| ' already experimented to verify that fact.

™




2 Governor Strong August 28, 1925.

| S C FEDERAL RESERVE BANK OF NEW YORK ..o

Finally, before leaving my office, Lard said that as soon as he has
| Aﬁj.his manufacturing program established to the point where he can dispose of his
4y present contracts, he will be-glad himself to go to London with & sample machine

to demonstrate it there if they should be interested in it at that time. He
feels that he cannot afford to go just now, particularly in view of the fact
that it would be impossible for him to undertake any new commitments until
after he had disposed of the pending contracts.

You may be interested to know that some of our counters are now
registering over 24,000 not®s a day on the machines, as contrasted with 10,000

or 11,000 notes by hand.

! _ I have had two or three interviews with Mr. Gilpin of the Cleering

| House, relative to the reduction in the smount of §ur assesement for our limited
l membership. The Officers Council, you may remember, just before you left for

| Furope, authorized me to settle ;n the basis of $10,000. I very frankly present—
’ ed all the facts to Mr. Gilpin, told him that it was impossible to measure in

’ dollars the relative benefits to the Clearing House and to us because of our

' membership, and suggested that some srbitrary figure might be the most satis-
factory way of disposing of the question. I mentioned that some of the officers
felt that a complimentary membership might be desirable, but that most of us

did not favor that; that some of the officers felt that $5,000 per annum was

a proper figure, while others ;f us felt that even $10,000 represented a very
substantial reduction from our average payments over the past few years. To
make & long story short, they themselves finally proposed a flat fee of $7,500
per year, with an informal understanding, on which I had insisted in each of

my talks with Mr. Gilpin, that we might bring the matter ub agein at é later

date if conditions justify it. In the past we have made semi-annual payments

of the amount of our assessment, so that we have already paid through October

of this year. Our next payment will be in November at the new rate. On the

whole, we are much satisfied with the way the matter has been settled.

igitized for FRASER
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3 Governor Strong August 28, 1925

- ~ FEDERAL RESERVE BANK OF NEW YORK
&M)Jy You may be interested to know that after numerous interviews with
verious applicants, our direptors have finally approved the recommendation of
the Officers Council to»ehplgy Colonel Hiram I. Bearss to take charge of our
protection force, with a view not only to reorganizing the force itself, but

| to reviewing and possibly revamping our whole system of protection. I think

it needs it badly, and Bearss is certainly far superior to any of the men who

‘ have been referred to us. Sailer fell upon him merely by chance, and he seems
to be excellent in every regard. His war record was exceptionsl and in my own
talks with him I was much impressed with his personality and general make-up.
fWith all, he has a good sense of humor and that may be helpful! e recommend-
ed the salary of $4,000 a year, md the Reserve Board held us up pending some in-
quifies by Mr. Eddy, which are covered quite fully in a memorandum which I have
-dictated for the files, a copy of which I am enclosing. It may interest you
particularly in view of other discussions which we have had on the question of

the Board's power to control our directors' right to make appointments. It

is quite amusing the way Eddy fell into my trap about the question of the salary; -
as the memorandum shows, he stated flatly that the Bosrd held up the approval
not because the salary was out of line, but because they questioned the qualifi-
cations of the man. Vhile I have not yet received formal advice of the Board's
approval, I understand from Mr. Eddy that there will be hd longer any question
about it, so that we will be agle to take Colonel Bearss on the first of September. |
It is possible that this has already been reported to you through Mr. Sziler, but
I thought you might be interested in the memorandum of my talks with Eddy.

The collection of data for the poesible inquiry is progressing slowly, ' |
but I think it has finally begun to reach & fairly tangiblé etage. Burgess is
away, but Roberts, Gilbart and Rounds are 211 working for mg quigp vigorously.
They are a good crew, and I am not as depressed about it as I was sometime ago
when, because of vacations and the necesgity of some trips to Washington, I was

up to my neck in the every day benk work. Indeed, I have not been able to give

/
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4 Governor Strong August 28, 1925

. “ FEDERAL RESERVE BANK OF NEW YORK ...
(:)/" nearly as much time to the job you have left me as I had hoped, but I feel that
L"")i’c. is going slong pretty well and that we will have it in shape well before it
O will be necessary for us to use it, even if not'before you get back. I had hoped

to get some suggestions or criticisms from you on the basis of the memorandum

that I eent you sometime ago, but I know hawbusy you have been. I hope, however

_‘ that even now if you heve any thoughts that occur to you that you will send them

! along.

] Mr. Case has just come in to show me his letter to you dated August 26;
Paragraph 6 of that letter relates to the $10,000,000 credit to the Bank Polski,
and refers to sn article in the Journal of Commerce which strongly suggests that
some one st the Reserve Board published the fact of the loan. You may be interest—v
ed iﬁ gsome subsequent developments, represented generally by the enclosed Dow Jones
clipping which came out on the ticker early this afternoon, at glmost the precise

time that Ssiler was telling another representative of Dow Jones over the telephone

that we had nothing to say one way or another on the reports about this credit.
Mr. Case strongly suspects — and I agree with him - that this Dow Jones statement
wee obtained from the Polish Legation, a fact which he is now.trying to confirm
over the telephone; but since it had previously appeared in an article in the
Journal of Commerce, which Mr. Case has already sent you, it is natural enough
that they no longer feel it necessary to keep it secret. The whole thing, in
my opinion, csn be traced back~to the Reserve Board end Willis or his representa-

tive. The last two parsgraphs in the Journsl of Commerce article make this

pretty clear. -Mr. Case is now giving to the newspaper men ﬁhe enclosed étate—
ment which Mr. McGarrah hes approved of. lie cannot any longer deny any r
knowledge of the thing!

Paragraph 6a of Mr., Case's letter of August 26 refers E? a memorandum
of remarks made by Mr. Gliwic concerning Mr. Mellon =nd assurances which he

is alleged to have given to a member of the Belgian Debt Commission about our

readiness to extend a credit to the Nationsl Bank of Belgium. You may be interest-—

igitized for FRASER in the enclosed letter dated August £7 which has juet come from lr. Winston
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5 August 28, 1925
- I think there is no other news not covered in Mr. Case's letter of
the 26th. Some of this duplicstes what he mfote you then only because I had
dictated most of it béfdré.he showed me his earlier letter. The rest is
intended to be supplementary.

e all keep pretty busy but well. Kenzel goes away next week on his
vecation, but Jay returns about the same time, so thst the bsnk is still pretty
well covered. The Reserve Board is still sufficiently contrary to keep us all
interested and amused when not too mad to overlook the funny side of it all.

It certainly will be good to see you back again. My only hope is
that you are not overworking yourself on that side. Please try to get & real
rest before you come back. You deserve it, and I am wondering whether your so-
called vacations have not been so only in name.

Always, :ijjfgely yours,
. %ﬂ/{/

Mr. Benj. Strong, ﬂ]é J -3¢ i J./é/ﬁ ;ﬂ#%

¢/o Bank of England,

London, England. W \4 W%

Encs.
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