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MEMORANDUM
Regarding proposed issue of
6,000,000, State of New York Revenue Warrants.

=m0 0000 w—

Mr, W, S, Fanshaw called and in the 2bsence of lir, Strong stat-
ed to the writer that the State of New York proposed to issue $6,000,000.
of warrants against taxes, The warrants would be issued some time early
in June and mature on October 15, 1915, He stated that the State had
been offered the money at 2 7/8%, and he thought they would be desireble
investment for this bank, We asked lMr, Fanshaw what his interest in them
was, and he said that he had brought them to our attention at the request
of lMr, Wendell, Deputy Comptroller of the State of New York, who had en-
deavored to communicate directly with Mr, Jay in regard to them, but was
advised that Mr, Jay was out of town, and therefore requested Mr, Fan-
shaw to bring them to our attention, He said it would be entirely agree-
able to him to have our negotiations and transactions, if any, made direct
with the Comptroller's Department, When pressed for a statement of what
he expected to get out of it, he said that if we cared to give him any-
thing for his services, he would be glad to receive anything that we
thought proper, He was told that the matter would be referred to M,
Strong and Mr, Jay,

The above having been referred to Mr, Strong and Mr, Jay, we
communicated with lir, Sabin of the Guaranty Trust Company, who confirmed
that their compeny had oifered the money to the State at 2 7/8%, but that
their negotiations were mow off, and suggested that we should obtain our
counsel's opinion of the issue if we were to consider taking it, e b
already decided that we would require opinion of competent counsel in re-
gard to the issue in view of taxpayers' suit for an injunction restrain-
ing the State from this borrowing, which we understood had been dismissed
by the Court of Appeals. We had consulted with Mr, Geo, Case, of White
& Case, in regard to the best counsel in the city to furnish such an opin-
ion, and he suggested Spooner & Cotton, Mr, J, P. Cotton, of which firm,
is well known to us,-

llr, Fanshaw called in the morning and we told him that we would
require an opinion by Spooner & Cotton regarding the issue before we could
consider the purchase, and such information would have to be furnished at
no expense to us, He stated that he would have such information provided.

In conversation with Mr, Fanshaw over the telephone, we stated
that in the event of our purchasing these warrants through him that we
would be willing to pay him the sam of $500 as full compensation for his
services and expenses, if any, for this bank in the matter. He replied
that $500 seemed a small sum for a tramsaction of 6,000,000, and asked
how we would comsider 1/32 of 1%. Our reply was that wWwe would not con-—
sider a commission of 1/32 of 1% at all, as it was entirely too much,
$5600 was all that we thought this bank should pay, to which he replied
that anything we thought right would be entirely satisfactory to him,



Memorandum of conversation between
My, Strong, Governor of the Federal Reserve Bamk of New York,
_and Mr, W, S, Fanshaw,
held in Mr, Strong's office on the afternoon of June 8, 1915,
at which the writer was present.
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Mr, Strong stated to lr, Fanshaw that there had been 2 misunderstanding : ]‘
in regard to the proposed issue of $6,000,000, State of New York Warrants proposed
to be issued by the State of New York and considered by this bank for possible pur-
chaseg that we had understood from lr, Fanshaw that the warrants would be issued T 7

to bear interest at the rate of 2 7/8%, and that the matter of this bank's purchase

of such warrants had been under negotiation with the state officials prior to Mr, '
‘Fanshew having brought it to our attention; that when NMr, Fanshaw did bring the 1
matter to our attention it was lir, Strong's suggestion that in consideration of ser- E

vices which Mr, Fanshaw might render for this bank in the metter, that we should pay -
him $500 in the event of our purchasing the warrants, 7 1
i Referred also to the later development that on June 7, 1915, ir, Fanshew - | 1
called and stated (to Mr, Jay) that he wished to correct ome statement he had mde L :
in regard to the proposed issue, i,e,, that they would be issued to bear interest

at the rate of 3 but would bs sold to this bank to net 2 7/8%, This was not in
accordance with our understanding, and hence the whole transaction with lMr, Fanshaw

is declared null and void, lr, Fanshaw acquiesced in this unconditionally and stated
that he wished Mr, Strong to distinctly understand that the suggestion that the war—
rants be issued at the rate of 3% instead of 2 7/8% was made by the Comptroller of

the State of New York, (the difference being to cover the e’xpenses involved for which

the State had no fund provided) and not by Mf. Fanshaw; that he,‘er. Fansbhaw, had no

desire to make a profit out of the transaction,

e gy %4
Assistant Cashier,
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llr, Jay has taken up with Mr, Wendell, Deputy Comptroller, the
requirements of this bank in regard to warrants eligible for purchase by
this bank, both by telephone and writing, Over the telephone the Deputy
Comptroller stated to Mr, Jay that he had no doubt as to the legality of
the issue,

ir, Fanshaw called in the afternoon, accompanied by Mr, Judson,
in regard to the proposed issue of State warrants, and stated to the writ-
er and Mr, Jay that the opinion of Spooner and Cotton wounld be ready the
next morning, and also stated that if there were any questions which we
wished to ask regarding the issue, Mr, Judson was in position to answer
them, Mr, Jay replied that we would have no questions to ask until our
counsel had examined the opinion of Spooner amnd Cotton, IMr, Fanshaw then
stated that he wished to correct one statement which he had made regarding
the proposed issue; that is, he had stated to ws that the warrants would

be issued to bear interest at the rate of 2 7/8% per ennum, but that imn =

view of the fact that the State had no fund from which it could pay for
outside legal services or opinions, or amy other expenses in connection
with the issue of warrants, that the warrants would be issued to bear in-
terest at the rate of 3%, and would be sold by lr, Fanshaw to this bank

to net 2 7/8%, Whereupon lir, Jay told him we had understood that the
warrants would be issued at 2 7/8% interest and that our whole understand-
ing in regard to the issue was based on that assumption, and if there was
a change in the rate of interest that the warrants would bear, the whole
matter would have to be reconsidered as new business,

Zoc €

Assistant Cashier,

Lo
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Y Estes Park, Coloe, August 5, 1916.
lir« E« R. KQM.I.
% Pederal Reserve Bauk,
Hew York City.
Dear Hr. Kenzel: i r?
The next time my friend ir {ifman of the
Journal of Commerce stops at the orT 1 him that
his paper is no good. There g - X
the matter in their ieilin: 3 last night's
mail brought me copies of £ sommerce of
both July 29th and July ~ by the same mail
I received the Evening X 0% August lst and the
Times of August 2nd. Dhde plts them five days behind
the times and gives ngWs that they sent me a
L rather ancient flavey
I am yery much) inter¥sted in your weekly
reports of trgnsactiong in bills. Between now and
| 3 j As going to require a lot |

pdst of the market, in which
7ld be the leader.

give my best regards to all the boys
that they have been so hard pushed
tc weather,

Sincerely yours, !
|
]
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Estes Park; Col,,

Beptember 2nd, 1916,

Dear Mr. Kenzel:

I have your two very interesting lstﬁqru of August
10th and 29th and regret the delay in ansterin’,&gftham-

Tell Mr. Hoffman that the {fnrng}“yj &ommeroo is do=
ing better. The papers nrrivenqufg;;;riﬁﬁi\\:i and I think

o L
they have now caught up with 4he Postj the Times'\gtill beats

them & bit. AN\ ff/

\\ N

The detajils you you “sent ms\about the various credits,
[/
etes, are just what I wante \andli@ is good of you to keep me

posted. N \ / /]
| The ohanga\_gjihé/srown oredit, it seems to me, should
madi‘IVer possible objection and I am glad they took our advice,
_ pay:ﬂg\ £t thp 04d credit and establishing a new one.

IR makol one feel optimistic o hear of the develppment
of the various credits to which you refer in yours of the 29th.
Don't ever forget that the real influence at the present time is
rates. Cur rates are just about ome-half of the London rates,
and that influence is irresistible. Beyond and behind that; how=
ever; is the question of gold payment. Bills that come %o us
from all over the world for discount create bank balances against

which,ordinarily,foveign bankers draw checks. Once the exchanges

go against ue, however, it becomes more profitable to withdraw
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Ee R. Kenzel, Raq. Septe 2, 1916,

gold and we must be prepared to ship the gold or all confidence
in our new b;nking system and in dollar bills will vanish like
Sugimer snows That is one resson why I am so keen to see the
Federal Reserve Bank of New York accumulate a large amount of
;old‘which gan be furnished for export whenever exchange turns
against us,; as it is bound to some day.

I suggest that you get a little book céihed "Honey
Changing", written by Hartley Withers, where you;4111 find a
good deal of interesting material on thtii;ﬁﬁjéyﬁl

I hope you keep up your ;etfifh\when itgzébfot too

great a burden. 3 Qﬂ fxf);

With watmest regards €afu}2/bf the boys, I am,

— \

P & '\.'\‘ % X
Bintersly \yours,
} \‘Y :\'\‘
/ )
{

\.
{ ))
f /
E. R. Kepzel, Esq

Aessistant| Cashier, deral Reserve Bank,
Equitab uilding
New York ° ,,/'/,/'

. \_:V__‘_,.«’/(

B8 /VCH




Hovember -8th, 1916.

Dear Mr. Kengsl:
s i

“n reading over your address, I ped to think

P
L

that both you end Dr. Miller (in his

fallen into the same error in figuring/[ihe amount gold
held by the Federal Reserve System.
Tou state that ihe res d capita to

590,000,000, of which eover 80,000,000 pregented. by

the gold holdings of the re banks

and 4at, allowing for 35%

reserve on deposits, the frqe gold i enable the reserwve
Federal reserve notes

10 the extent of about

£50

i figure it {hig Ave; The deposit liabilities are

o0

about ¥550,000,000, gol %#28C,000,000, earnings, some=

what lesgAthan 3 % en he fire! allowance to make,

therefore, e emount of geld which will be lest when we bring

—

our earningg up on¥Ythe gapital; allowing for increased ex=

penses and & reapqneble amortization {or scerued dividends,

$80,000,000 is the\Jeast that should be allowed. “his leaves
$300,000,000 of gold. 35 7 reserve on #550,000,000 of deposits

is $187,800,000 and a2llowing = trifling mérgin, say $200,000,000,

is the minimum to which our gold reserves could be allowed to fall.
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To Hr. Km.l. 501. 8’ 1916.

This leaves the free gold at about £100,000,000 which would sup=
port an issue ;f $250,000,000 of notes, leaving out of consider=
ation of course someihiné pver $200,000,000 of gold held by the
Reserve Agents.

Antgdher importsnt aspect of this matter is that under

no consideration should the managers of g Nganks con-

it strikes me your view?
We have 21l besn gullty o
giving sufficient thoug
I think your \g

that it™

Sincerely youra,

E. R. Kenzel, Esq.,
Agsistant Gashiar, Fodoral Reserve Bank,
Equitnbla Building,
lew York City.

BS/VCH




November 15th, 1916

Dear lir. Kenzel:

Yours of the 1lth with enclosures just received.

Your inquiry about the City Bamk ¢ espondence is not

very definite, but I think I cen w 1 view the

meaning of the statute as amendgd in its applica to finance

Board.

commercial credit agreement, a copy of which hns been furnished us.

Therefore, under the original provisions of the Act, be-
fore the amendment was adopted, these French drafts would be eli-
gible beesuse of their affording complete evidence of their charace
ter, but drafts otherwise drawn without thie evidence would not be

eligible.
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a To Mr. Kenzel. Nov. 15, 1916.

Second, The amendment to the Aect provides that drafts

furnish
drawn to fareiguxamd dollar exchange will also be eligible if it
can be shown that the usages of the couniry where they are drawn
are such that the drawing of leng bills for khe purpose of set-

tling imports and exports is a well esta shed business custom.

With this class of drafts, therefors, evi ces of eligibility

do not consist of marks or inscriptions c¢n e drafts nor even

of written agreement as in the ¢ ch drafts, but

rather of evidence which must bg submittied to +i gerve Board

that the bills are drawn iy s Nige with business usage in

Considering these MW yorigh definitions of eligibi lity,

within which class p= g _cegsider™hat the bills desecribed by
Vr. Gardine wil

first class bee

will be

chec or for investment purchases or for any other thing.

If not fall

within the first category, can they be

ed as c&ming thin the second? It seeuws to me that

ry only, and that is if business custom is
established by one or possibly by a few transactionse. There
never would bg t:n business custom or usage if the initial trans-

action were prohibited. It reminds me of the Irishman who, be-

cause all reilway accidents arose from one train smashing into
the rear car of enother train and killing the bassengers in the
last car, suggested thet it would be much betiter for them %o

take off the last car.
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To Hr. Kesel. Nov. 35, 1916.

Another theory whith might be msdvanced to justify
eligibility in the case of the drafte referred to is the fact
that Americen banks have long made it a practice to draw 90 day

bills on London banks which have establishpgd a business custom

en one side of the account and, consequen , On general grounds

of mutuality, the custom could be recogniz as being justified

the other way around. I %hink % s however, is a

little thin.
. The law leaves us i s wafoertunate pos¥tion. Euro=-
technically to-day in the
fountries have formerly been in.
finence their imports. Tho§
they have employed in fie
-We hsve nc machinery to
jave established'a custom . or
ey musl arrange finance scceptanee
with Ameriean institutions that are

extending credits in that way. If all

do the busimTess would raaily operate as a preohibition, except as
to those countries which had already ostabliahéd the custom vi%h
their foreign bankers.

I think ths best way out of the difficulty is for these

English and Continental bankers to establish the custom by opening

R ERENTEEROENN TSNNSO,



To  ¥r. Kenzel. Nov. 15, 1916.

credits with banks and bankers not members of the System. That
means that we are promoting the business of nonemember banks at
the expense of member banks, but I do not see any other way to

reacn the difficulty.

Does this amswer the inquiry conjfdined in your letter?

Sincerely yours,

E. R. Xenzel, Eeq.,
Agcistant Casbier, Federal
Equitable Building,
New York City.

BS/VCH
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FEDERAL RESERVE BOARD

WASHINGTON

December 4, 1918,

My dear Mr, Kenzel:

Assistent Secretary Peters has asked me for some
information about Mr, W, L. Sanders, President of the
Ingersol-Rand Company of New York City.

Would you be good encugh to find out for me what

you can hear about the man?

With many thanks in advance,

Very/truly yours, « )
Ceo b CAAL Cer U {[1kﬁ7i'"
_,/

E. R, Kenzel, Esg.,

Asslistant Cashier,

Federal Reserve Bank,

New York. R
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of Hew VoK

FEDERAL RESERVE BOARD

WASHINGTON «
-;‘-':," be 4
l“l-_ —':':-\‘”‘:. .
December 7, SREHMEIVSS
0L # ¥

Dear Mr. Kenzel:
Thank you for your letter giving me the informa-
tion concerning Mr, Saunders which is just what I

wanted.

If my friend should require any further informa-
tion, I shall not fail to avail myself of your kind

offer.
Very truly yours,
LCLpCLC((ﬂ}C\&xwﬂ

E. R. Kenzel, Esq.,
Assistant Cashier,
Federal Reserve Bank,
New York.
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December 6, 1916.

derm'. Warbm'gs

Ihavomr inquiry ofnambor“h regarding a Mr. V. 1.. sm.
president of the Ingersoll-Ramd Company of New Yoric. 1 have mo mm thnt
the gentleman who is the subject of your inquiry is lr. ¥illiam L. Ssunders,
chaimman of the Ingersoll-Rand Company. There is a w. L.'Smndon m m
York who is viee pmidmt and dlrveter of the Actual Appraual Company st
1562 m‘dny hut he has no oanmotion with the Ingersoll-Rand OW

« Saundsrs' home is in Wcm M, !"gh leﬂ'ld’ ﬂ- Jo’
mmhomundmrnpwmlotmtyyuu. Ilumdtnnmdtw
ruimta of Plainfield that he is very m.ghly thmght of in thnt im.
pated to be amnotwaalthhnﬁmvhohaswﬂudnpfrmthormmnhh
profession as a mining and ecivil engineer aud is regarded as am mthority.
particularly in the mining brasch of engineering. in ponuou he is &
democrat aml m been a firm and ardent admirer of the m-zdmt and local
report in Plamncld has it shnt hn might hoaou a member of tha cablut-

The Directory of Directors states him as i

mmter - Ae S. Cameron Stearn Pump Works,

Bdison-Saunders Compressed Alr Company,
International Harvester Company of New Jersey,
International Harvester Corporation,
Intermational Pneumatic Tube Company,

Pooples Bank & Trust Co. of Westfield, N. J.

President- American Institute of lilning Engineers,

and Ingersoll-Sargent Drill Cempany, >
Director - Rand Drill Company, ‘
Chalrman of the board of Ingersoll-Rand Company. hdnls ey

"Who's Who in America, 1916-1917" states: "Willlam Lewrence Seunders,

.org/

Federal Reserve Bank of St. Louis




engineer, born at Columbus, Ga., November 1, 1856, Ho is the son of W. T
and Eliza Seunders; holds the degree of B. S. of the University of Pemnsyl-
vanias, 18763 married Bertha Louis Gastom, August 4, 1886, who died in 19163
in charge of hydrographic work 1878, sub-aqueous rock excavation 1879=-813 u,
twice elected mayor of Horth Plainfield, N. J., was a member of New York -
New Jersey Harbor Commission, Board of Commerce and Navigation, vice chaire-
man of the Naval Consulting Board U, S., chairman for Nicaragua Internation-
al Pan-:lnorican Commission; president of the American Institute of Mining
msn;nru member 0f American Soeiety of Civil Engineers, American Society
of Mechamical Engineers, Natiomal Civiec Federation, New York Chamber of Com-
merce; trustee of the New Jersey State Chamber of Commerce, Hew York Southern
Society and member of various clubs. Be is sm Episcopalian; politically,
& democrat. He is author of "Comprossed Air Information” "Compressed Air
Production” and co-author of "Subways and Tunnels of New York" and “Roci
Drilling". His home is at Plainfield, Hew Jersey, office at 1l Broadway,
Hew York City, which is the address of Ingersoll-Rand Company, he being chair-
man of the board of directors of that company.

The president of ome of our large local banks who is a so-director
nmhmathmuuﬁhtm“m&-@l“m&thu
Westfield states that he has kmown Mr. Saunders in a personal way for some
time and kmows him to be a man of high integrity. 'His moral and financial
responsibility are above question and while he believes him to have consider-
able means cannot say how much he is worth.  He further states that every-
body regards him very highly.

The vice president of ome of our largest trust miu states:

"1 have mown Mr. Saunders for at least twenty-five years and think very
highly of him and his attaimments. He is a man of about sixty years of age

with home at Plainfisld, N. J. As to his parentage, I am unsble to say,
Digitized for FRASER ‘
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-~ mneither oam I give you any ides of his wealth, outside of saying that he may
be worth from §300,000. to $1,000,000. ~ He is what I comsider a top noteh
man, being in close Mﬂth all the business affairs of the comtry at
the present time, thoroughly understanding all details and absolutely sure of
where he gets on and where he gets off.  He has been very suceessful in
businese and is interested, with W. R. Grace, in a number of differemt lines.
His respomsibility, moral and finsncial, is not to be questioned.

"ir. Seunders is very close to Woodrow Wilson, in fact, as close as
any man, I think, can be. He worked very hard for lir. Wilson's reelection
and it has been sald that he is being considered as a possible cabinet mem-—
ber. 1 cammot say definitely, but it is my impression that he is spoken of
as m successor to Mr. Redfield who is Secretary of Commerce and labor. He

/ is a college man and, I believe, holds several degrees but just what they are

/ 1 am unable to say. Me. Ssunders is the proper type of American mimu
man who is successful. He is held in high esteem by all who know him and
he never undertakes anything which he cannot thoroughly fulfull.”

Through another source I have obtaired an estimate of him by the
president of a large State bank in this eity with whom the Ingersoll-Rand
Company keep their principal ascount and who has known Mr. Ssunders for &
long Hime. This gentleman states that lir. saundou is not now active in
that company but that formerly he was very active in it and successful in
building up the business of the company. He judges his age as probably

50 and 65 years but does mot consider him “an old man® but one whose

faculties are thoroughly acute and whose mind and judgment are abselutely un-
J -
impaired by work or years. He regards him as an A Ho. 1 man in every respect.
Ihvosmmthrm@m“athsmfmmalmm&r

for a few days. Mymmw‘mmmmmumam
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“develop seme side lights that will be of interest to you.

As s0 mach of the information that is not a matter of public record
has come to me in confidemce, I am passing it om to you practically in tota in
order that you may be thorougily advised.

If there are any particular limes that you would like further in-
gestigated, I shall be glad to do my best for you.

Very truly yours,

Honorable Paul M. Warburg
G/ 0 Federal Reserve Board,
Washington, De C.

ERK/RELS
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WILLIAM L. SAUNDERS
Office - 11 Broadway, N. Y. C.
House - Plainfield, N. dJ.

lr. Rollin P. Grant, President, Irving National Bank, states:
"I have known lMr. Saunders in a personal way for some time and know
him to be a man of high integrity. His moral and financial reponsibil-
ity are above question and while he has consideérable means I cannot say
how much he is worth.

He is about sixty years of age and is a home man. I meet him
at the board meetings of the Peoples Bank & Trust Company of Westfield
of which we both are members. Everybody regards him very highly. He
has a number of large business interests but I cannot say offhand just
what they are."

The Directory of Directors gives:; William L. Saunders -
Director - A. S. Cameron Stearn Pump Works P
Edison-Saunders Compressed Air Company
International Harvester Co. of lNew Jersey
International Harvester Corporation
International Pneumatic Tube Company
Peoples Bank & Trust Co. of Westfield, N. J.
President and Director -
American Institute of lMining Engineers
Ingersoll-Sargent Drill Company
Rand Drill Company
Chairman of the 3oard of Ingersoll-Rand Company.

J. Herbert Case, Vice President, Farmers Loan & Trust Company
states; "I have known ur. Saunders for at least twenty-five years and
think very highly of him and his attainments. He is a4 man of about
sixty years of age, with home at Plainfield, N. J. As to his parentage,

I am unable to say, neither can I give you any idea of his wealth, out-
side of saying that he may be worth from $300,000.00 to $1,000,000.

He is what I consider a top notch man, being in close touch with all the
business affairs of the country at the present time, thoroughly under-
standing all details and absolutely sure of where he gets on and where he
gets off. He has been very successful in business and is interested, with
William R. Grace, in a number of different lines. His responsibility,
moral and financial, is not to be questioned.

Mr. Saunders is éery close to Woodrow Wilson, in fact, as close
as any man, I think, can be. He worked very hard for lir. Wilson's reelec-
tion and it has been said that he is being considered as a possible cabinet
member. I cannot say definitely, but it is my impression that he is spok-
en of as the successor to lr. Redfield who is Secretary of Commerce and
Labor.

He is a college man and, I believe, holds several degrees but
just what they are I am unable to say.

Mr. Saunders is the proper type of American bu51ne55 man who is
successful. He is held in high esteem by all who know him and he never
undertakes anything which he cannot thoroughly fulfill.w

Taken from Who's Who in America 1916-1917:

"Jilliam Lawrence Saunders, Engineer, born at Columbus, Ga., November 1,
1856. He is the son of W. T. and Eliza Saunders; holds the degree of
B. S. of the University of Pennsylvania, 1876; married Bertha Louis Gas-

ttp://fraser.stlouisfed.org/
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WILLIAM L. SAUNDERS

12/6/16 _4
// ton August 4, 1886, who died in 1916; in charge of hydrographic work
1878, sub-aqueous rock excavation 1879-81l; was twice elected mayor of
North Plainfield, N. J; was a member of New York - New Jersey Harbor
Commission, Board of Commerce and Navigation, vice chairman of the
Naval Consulting Board U. S., chairman for Nicaragua International Pan-
American Commission; president of the American Institute of Mining Fngi-
neers; member of American Society of Civil Engineers, American Society
of Ilechanical Engineers, National Civic Federation, New York Chamber of
Commerce; trustee of the NWew Jersey State Chamber of Commerce, New York
Southern Society, and member of various clubs. He is an Bpiscopalian,
politically, a democrat. He is author of "Gompressed Air Information'
"compressed Air Production" and co-author of "Subways and Tunnels of
New York" and "Rock Drilling"™. His home is at Plainfield, New Jersey,
office at 11 Broadway, New York City, which is the address of Ingersoll-
Rand Co., he being Chairman of the Board of Directors of that company.
FWO/1SB.

el

wz

12/6/16 Gemmereiat National Bank advise that lir. Frew, president of
the Corn Exchange Bank with whom the Ingersoll-Rand Company keep their
principal account has known lir. Saunders for many years and speaks in the
nighest terms of him. This gentleman states that Mr. Saunders is not
now active in that company but that formerly he was very active in it
and successful in building up the business of the company. He judges
his age as probably between 60 and 65 years but does not consider him
"an old man™ but onme whose faculties are thoroughly acute and whose mind
and judgment are absolutely unimpaired by work or years.  He regards
him as an A. No. 1 man in every respect. ( bun. | )

ur.Mepper is also checking up throush J. P. %immpany
of which firm lMr. Lamont)is codirector with lir. Saunders in the Internation-

al Harvester.

Mr. Henry W. Towne is making some inguiries which he will re-
port to us in a few days. .
™ Mr. Saunders' home is in Washington Park, North Plainfield,
N. J., where he has lived for upwards of twenty years. I learned from
and through residents of Plainfield that he is very highly thought of in:
that town, reputed to be a man of wealth but one who has worked up from
the ranks in his profession as a mining and civil engineer and is regard-
ed as an authority, particularly in the mining branch of engineering. In
politics he is a democrat and has been a firm and ardent admirer of the
President and local report in Plainfield has it that he might become a mem-
ber of the cabinet. Ev«L.

lir. R. He Lowery of the Gemme®esed National Bank whé has been
a resident of Plainfield for many years while not well acquainted with Mr.
Saunders has known him by repute very favorably for many years and an in-
timate friend of his who is also an intimate friend and close néighbor of
Mr. Saunders informs him that he knows him to be a man of high integrity.
His moral and financial responsibility are above guestion and while he
believes him to have considerable means cannot say how muech he is worth.
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WILLTIAN L. SAUNDERS

12/6/16

states that everybody regards him wve

S e
that the American Institute of Mining Engineers

He further ry highly, and further suggests
h

=)
of which Mr. Saanders was the
organizer and president should be able to give full particulars as to his

professional career. S,
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December 13th, 191é.

e R . S B e A B e e

Dear UMr, Kenzedr—"

This is in reply to the Weekly Report of December 9th. J

drift into a continued period of high
rates, the ohly possible radical change of.poLicy to be conﬁid-
ered in connegetion with rate adjustments is the attitude of the
Reserve Bank Toward non-member institutions. Under certain con-
ditions, we ought to consider (although I am a&t yet ready te
recommend it), dealing directly only with member banks or with
member banks through brokers. The time has not arrf;ed, how=

ever to take such a radical step and it would lead inevitably
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To Mr. Kenzel. Dec. 13, 1916.

to serious embarrassment in dealing with'the bills of private
bankers who are not eligible for membership. This is simply
a suggestion for debate among the officers.

I notice Lazard Freres down on the list for about

$850,000. ﬁre these bills endorsed or have zard Freéres fur-

nished & statement and is it thoroughly satisflagtory?
details

Thank you for such excellen f your transace

tions,

Very sincerely

E. R. Kenzel, Egq.,
Assistant Cashier, Fgdéral Rese
Equitable Building .
New York City.

Bs/vcH
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Denver, Colorado,
Janvary 10, 1917.

Commenting on the Weekly report of December 22nd. The only

Dear m. Kg E!yl P "

ereaber facilities

way to accomplish anything towards arrangemgnbs

under the 15 day collateral nofe prranZewus fhie member banks

can use us for their benefif pelieve there is any-

thing that I can do from hs certainly should be dealt

with.

E. R. Kenzel, Es

e Bank,
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FEDERAL RESERVE BOARD N O

Q WASHINGTON

ey 7th, 1917.
o 4N
l" . -‘
fil
S i
Ir. E. Zenzel, ... .

C/o '8Geral Recerve Bank
New York City.

Wy dear Iir. Xenzel:
Could you have letters prepared introdue-

ing my son, Ben]j. Str rong, Jr., to the following:
[
Hermen H. Herges, .
Illessrg. Iforgan, Harges & Co.,
A’J}&Q’A’dfé e nasn, .
Georges Tallain,
C o Bsnk of Prance,

Mo jor Logan,

Amcrlcaﬂ Dmbassy, F

, Faris,
Captuin Sayles,
American Enbassy, Paris,

(T}

Anbassador Wii. G. Shuryp, Faris

M

Charles 3. Phillips,
o5 Ave. du Boig

de Boulogne,

Blr Edwerd TI. Helde
5 m”“O‘LﬂuC- SL., Yondon

N A
Hontaosug C. g:fc- 101,

T = I RECIE o LWL QU
Bai.: ©L _.A.T.J-E;,l\n'-il(_,l.'

vl Grenfield & Co.,
ad St., lLondon.

Alnleriecan Albusecador, Jondon.s
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Thege I woant to deliver to him imuediately

& cnelosing

my return Tuecday afternocn, and I &

ieed for esen letler.
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FEDERAL RESERVE BANK

oF NEw YORK -t

Spa, Belgium,
July 21, 1925.

Dear Mr. Kenzel:

I am very much obliged to you for your confidential
report of July 8, with attached clippings, concerning the failure
of Dean, Onativia & Company, I have read it with a great deal
of interest, but it needs no comment,

I em writing separately to all of you at the bank
about various matters requiring attention,

Very truly yours,

E. R. Kenzel, Esq.,
Deputy Governor, Federal Reserve Bank,
33 Liberty Street, New York,
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Royal Hotel,
Evian-les-Bains, July 5, 1928.
Dear Mr, Kenzel:

While Dr. Stewart was with me, we had quite a talk about the
recent expansion of European aucptm« crcdits by ln York cﬂy hnhn, :
poniblyholndanmmmkdﬁthﬁr. Harrison, but I am not sure. He
has been watching it from this side, and expressed some concern lest the
growth of the business was not somewhat at the expense of safety. He re-
ferred especially to the type of eredit recently made possible by the
aotion of the Federal Reserve Board in liberalizing the rulings so that we
are now able to finance the movement of goods within or between Buropean
eountries.

Of ecourse you realize that this type of bill, that is, a bill to
fagilitate a movement of goods in which we are not direetly interested fi-
naneially, has never been acecepted by the Bank of Franse, and only as excep-
tions to the rule by the Bank of England. It is generally deseribed over
here as a “domieiliary bill", that is, in this ecase a bill the payment of

which is domiciled in New Ybrk though it relates wholly to foreign transac-
tions and goods.

I am not willing to say that we should ghange our practiece. These
credits have had an indirect influence in maintaining our exports in no small
degree. The diffioculty we would experience in New York is more a credit
one than a techniecal one. Dr. Stewart feels, as I do, that many of our
banks heve not yet developed the knowledge or gained the experience to enable

i
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2. Mr. Kenzel. 7/5/28.

them to thoroughly understand all the eredit risks involved, and it is
2 business which even the London benkers, with their experience, handle
very gingerly. '

"It oecurs to me that it might be & good plam for us to pick out
some of the institutions which are developing this business in a rather
large way end meke some eareful end particular inguiries es to just what
the business is, what the credits are and how earefully it is Sulng hendled.
I should think two good avemues of inquiry would be the Internationmal Ac-
ceptanee Bank end the Equitable Trust Co., just as a start, and pudbly
leter the Nationsl City Benk. My impression in the past hes been that &
losge part of thls Dusiisge dene in Sendes i dene wnder oos JOINE neemar
errengement by which the London bankers are reasonably protected by the
loecal knowledge and frequently the actual obligation of the large banks in
the country where the business is done - for instance, Germany.

It may be that later in the year it would be feasible for you to
come over here and look into some of these matters on the ground. The
people in the Bank of Franee are faeing t_ho?ud for developing a money
market along the lines of our development, and I think they would be grate-
ful for a little help on‘tlnt subjeet also. We can talk it over when I
get back to New York.

Please give my best to everybody in the Bank, and the same to
your goodself.

Sincerely yours,

Mr. E. R. Kenzel,
33 Liberty Street,
New York.
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No. 0340677  Yuited Stutes Futernal Revenye, o7/

OFFICE OF COLLECTOR., Vo, 3,
_Pnd Dt of . New York.
MAY 22 1918 Lo

Sk

7 )I/Jollars, on account of

=i . /100 5 )
\ (Ehgr heté on what account paid and period of liability, e. G ; /E

Form No. 1.
(Revised May 5, 1918.)

g

“Special excise tax, 1913,” ““50 per cent penalty, R. L. D., 6 months June 30, 1913,” ¢ Offer in compromise,” etc.) i
Fiwve per cent penalty - - - - - - - b
Interest at 1 per cent per month for __________ months - - - 5

575 1204

Total amount jOJ -
) Givk
) i mfwj-ﬁ , Collector.

e & 2—602

'
1
Ba

Federal Reserve Bank of St. Louis







me. |,

No.C 438651 WUnited States Iuternal Revenue,

OFFICE OF COLLECTOR,
o) 2and
District ofN EW YORK,

JUN 3 1915, 91

Rerpived of o 7/2/&/7-4/5 WM(/ (EM A
@W f Mé'é f éa Dollars, n accoan7of

INDIVIDUAL IN - TAX 191
L) e $ [ >
(Enter here on what account paid and period of ]mblhty e.g.,
““Special excise tax, 1913,” “*50 per cent penalty, B. L. D., 6 months June 30, 1913,” ** Offer in compromise,” etc.)
= = = 3
P

Fiwe per cent penalty - - - ..

Interest at 1 per cent per month for _ _____ months = - =

$
’/) 5 //)/ 60

L
A )

/|

Loz "“) T{ﬁ

Total amount paid - -

, Collector.

2—602
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Form 1042. UNITED STATES INTERNAL REVENUE.

ANNUAL LIST RETURN OF AMOUNT OF NORMAL INCOME TAX WITHHELD AT THE SOURCE

ON SALARIES, WAGES, RENT, INTEREST, OR OTHER FIXED AND DETERMINABLE ANNUAL GAINS, PROFITS, AND INCOME EXCEEDING $3,000 FOR THE TAXABLE YEAR.

The income to be made the subject of this return does not include dividends on capital stock or net earnings of corporations, joint-
stock companies, etc., subject to like tax or income derived from interest upon bonds or mortgages, or deeds of trusts, or other similar
obligations of corporations, joint-stock companies, etc., or from interest upon bends, mortgages, or dividends of foreign corporations.

Filed by VZM Aﬂ'rMA’( M "¢ W ___________ , for the year 191é

(Name of debtor or wichholimg agent.) /

To be made in duplicate to the Collector of Internal Revenue for the District in which the debtor or his duly appointed withholding agent,
as the case may be, is located, on or before the first day of March, showing the names and addresses of persons who have received salaries,
wages, rent, etc., as above described, in excess of $3,000, on which the normal tax of 1 per cent has been deducted and withheld during the
preceding calendar yea.r

I(WQ), _____ W of M/fwﬁz WM 2

7777777777777777777777777777777777777777777777777777777 (Addresa in full.)

theM MVL» o; et 20t Aﬁ%vc&f%“/locatedat él &M"‘ﬁ Z‘M}Z{‘_’L{}':‘_f

(State official title.) (Debtor or withholding agent.) (Address in full,)

do solemnly swear (or affirm) that the following is a true and complete return of all salaries, wages, rent, and other fixed and determinable
annual gains, profits, and income in excess of $3,000 as above described, which were paid (or were payable) to each of the persons listed herein,
and on which the normal tax of 1 per cent was deducted and withheld during the year stated, and there are herewith inclosed all certificates

claiming exemptions and deductions with respect to said income.

f AMOUNT OF INCOME ON
CHARACTER OF INCOME. | AMOUNT Of W - -
NAME. ADDRESS IN FULL. (State whether Rent, | AmouNT oF INCOME. EXEMPTION NROR A HOIRRG EMIEEgIIn Tax
Wages, etc.) | CLAIMED, AGE:(’,I‘BI f‘x{unx WITHHELD,

Totals forcalendaryear . o . L o i iiie e et et B AR 1 T | $‘7J7Zd/7 $/Zfz7/

Amounitrof tax remitted herewith (if any) 60 Collector. .. & - :o i wimn cn e e e eete o b hdme e e L i e i e

N o

/ } Aner, huwuwi

(Capacity in which acting.)

(Address.)
Nore A.—Withholding agents may, if they so desire, pay at the time this list is ﬁles, io the Collector of Internal Revenue with whom the list is filed, the amount of tax withheld
during the year for which the list is made. 27388
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Form EXEMPTION CERTIFICATE
1007, (For claiming exemption at the source as provided in paragraph C of the Federal Income Tax Law of October 3, 1913.)

\Bevised.
CLERAL TESERVE BANK OF NEW YORK,

Mo L bl O R o eeeaaes

(Full post-office address.)

I hereby serve you with notice that I ameésws#e —married, with my (wife—lusiseagd) living
with me, and that I now claim the benefit of the exemption of $ ...47.. Qe . , as allowed
in paragraph C of the Federal Income Tax Law of October 3, 1913 (iny total exemption under

TREASURY DEPARTMENT,

ull post-office address.)

o 7.

IS

i kSEﬁE—Cm for exemption on Form 1007 can be filed with the debtor or withholding agent at any tl(nine, not less than 30 days prior to March first next
succeeding

TERNAL REVENUE-INCOME TAX.
Ed. 100,000—Mar. 27-14.
.
="
B
:
o
)
=2
g
£
03
®»
0
0
0

Digitized gor FR
hitp-//fraser.stiqpisfed.org/ (SIGNATURES MUST BE CLEARLY AND LEGIBLY WRITTEN.)

Federal Reserve Bank of St. Louis

the year for which exemption is claimed.




Form
% 1007.
Revised.

Ed. 100,000—Mar, 27-14.

TREASURY DEPARTMENT,
NTERNAL REVENUE-INCOMHE TAX,

Digitized Tor Fi
http://fraser.stl

isfed.org/

EXEMPTION CERTIFICATE
(For claiming exemption at the source as provided in paragraph C of the Federal Income Tax Law of October 3, 1913.)

(Give name of withholding agent.)

.....................

’ (Fullpost—oﬂ‘icea ess.)
I hereby serve you with notice that I am simgie—married, with. yay (Wi.te—bnsbaa&) living
with me, and that I now claim. the benefit of the exemption of $ ! 000 .T ........ , as allowed

in paragraph C of the Fe;teral Income Tax Law of October 3, 1913 (my total exemption under
said paragraph being 8. 1’.’000 .f ...... Ye

Date, WM 7/7 ﬁé' ey 1915

the year for which exemption is claims

w

=~

i:qt*8§ﬂm .—Claim for exemption on Form 1007 can beﬂled with the debtor or withholding agent at any tlme, not less i 30 da; / rior’ to March first next
Iqui

(SIGNATURES MUST BE CLEARLY AND LEGIBLY WRITTEN.)



Form EXEMPTION CERTIFICATE——
‘ 1007. (For claimi ion at the as provided in paragraph C of the Federal Income Tax Law of October 3, 1913.)

Revised,
ive name of withholding agent.)

..........................................................

(Full posb-ofﬁce addxess )

I hereby serve you with notice that I am single—married, with my (wife—husband) living
with me, and that I now claim the benefit of the exemption of sﬁ.a.a.a .......... , as allowed
in paragraph C of the Federal Income Tax Law of October 3, 1913 (my total exemption under
said paragraph being 34{_0 L2 .

Datem..’z‘:.% — 1915

Add.ress.é.z. BTN ,J-/(. . /VW
(Full post-oﬂ‘ice address.)

Nore.—Claim for exemption on Form 1007 can be filed with the debtor or withholding agent at any time, not less than 30 days prior to March first next
succeeding the year for which exemption is claimed

TREASURY DEPARTMENT,
INTERNAL REVENUE-INCOME TAX.
Ed. 100,000—Mar. 27-14.

2—7275

(SIGNATURES MUST BE CLEARLY AND LEGIBLY WRITTEN.)
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TREASURY DEPARTMENT.
INTERNAL REVENUE—INCOME TAX.

Digitized for FRASER

Ll s A aman | e e . e —

EXEMPTION CERTIFICATE

(For claiming exemption at the source as provided in paragraph C of the Federal Income Tax Law of October 3, 1913.)

To FEDERAL RESERYE BANK OF NEW YORK,

(Give name of withholding agent.)

TEull boaficeaddian)

that I am simgde—m

with me, and that I now claim the benefit of the exemption of $..&7= OV L. —  as allowed
in paragraph C of the Federal Income Tax Law of October 3, 1913 (my total exemption under

I hereby serve you with not

Address:...

NOTE.—Claim for exemption on Form 1007 can be filed with the debtor or withholding agent at any time, not less than 30 days /|;ﬁor to March first
year for which exemption is claimed.

succeeding the

€

(SIGNATURES MUST BE CLEARLY AND LEGIBLY WRITTEN.)
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Form
1063.

Ed. 300,000—June 20-14.

TREASURY DEPARTMENT,
INTERNAL REVENUE—INCOME TAX,

27563

igitized for FRASER

dotdtn T

Exemption Certificate—FIRMS, ORGANIZATIONS, OR FIDUCIARIES. ng

(Faor use of firms, organizati or fiduciaries entitled to receive income other than from interest on bonds, to establish their identity and nonliability to
withholding at the source.)

...... zd’Z?’ZM /

(Give name of dgbtor.)

(Character of income, other than interest on bonds, as, rent, dividends from foreign corporations, etc.)

I do solemnly declare that the firm, organization, or person named below is entitled to receive the above-described income,
and that under the provisions of the income tax law and regulations said income is exempt from having the tax withheld at the
source, and that all the information given herein is true and correct.

LQUIT;3LE OEFIGE UL AINGASPO0ATION....

ByT“:A;ng‘/

(Signature of person duly authorized to sign for firm or organization and
his official position, or name of trust.)
Address: ... / .

TR AN £ =740 o/ & WL AN. ... LS A (P2
(Give full post-office address of firm or org tion o)rm

ttp://fraser.stlouisfed.org/
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Form
© 1063,

Ed. 300,000—June 20-14.

TREASURY DEPARTMENT,
~ INTERNAL REVENUE—INCOME TAX,

2—7563

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

Exemption Certificate—FIRMS, ORGANIZATIONS, OR FIDUCIARIES.
(For use of firms, organizations, or fiduciaries entitled to receive income other than from interest on bonds, to establish their identity and nonliability to

z;;fvlf

(Give name of debtor.)

(Character of ineome, other than interest on bonds, as, rent, dividends from foreign corporations, ete.)

I do solemnly declare that the firm, organization, or person named below is entitled to receive the above-described income,
and that under the provisions of the income tax law and regulations said incomg igexempt from having the tax withheld at the

source, and thm given herein i true and correct.
Date, o) 191 l—,[—-
m, organization,
Bttt o W ...........
(Signature of pgfson duly authorized to sign for firm or org atio
official pasitxo‘got ths %

Addross: .(’7_7/

(Give full post-office address of firm or orgamzs.tion or fiduci

ederal Reserve Bank of St. Louis




Benjamin Stromg, Jr., Governor $30,000
Plerre Jay Pederal Reserve Agent 16,000
Je Fe Curtis Secretary and Counsel 12,000
L. P, Sailer Caghier 10,000
B. R. Kenzel Assistant Cashier 4,200
L, H, Hendricks o n 6,000
ZePOYRES:
Arthur W. Gilbart Discount Dept. 2,400
A. B, Fletcher » " 1,500
Walter B, Matteson Securities Dept. 2,400
I, Ward Waters Paying Teller 2,700
Roderick P. ‘ Fisher Beceiving Teller 1,500
g George Hoehn' » " Dapt 1,200
Wme Ms Kettner . Note Teller 1,500
John Reasch " " “  pept. 2,140
Thomas M. Day, 3d Clerk 600
Ralph G. Wille Clerk 450
Michael A. Hanaon Clerk 480
G« Ve B. Veghte Transit Dept. 1,200
Miss Belle Furstenberg Pransit Dept. ‘ 900
Wm. A Emm Clerk g 720
Arthur M. Kesses Cleric 500
E, D, Hassaxrd Clerk 540
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Salary List cont imued:
Federal Heserve Bank of New York:

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

LIPLOYELS: 2081210 SALARY
Amount carried forward $97,930
E. G. Blackford Debiting Dept. 1,400
Rudolph E. F. Wiese " - 700
Harry W, Demnington, Jr. Bookikesper 720
Frank J, Ramsden, " 1,000
Pedro L. Schellems Statement Clexk 800
John A, May General’ Bookiteeper 2,000
H. V. Camn Credit Dept. and
Pederal Reserve Agent's
wo i 4,000
Feed. We Opper Asst. Credit Dept. 1,500
Hiss E. E. Buchnell Caief Ctenographor 1,500
Miss L. Cs Elliott Stenographer 1,200
Miss R. A. Holmes Stenographer 1,200
Miss Jean Miller Stenographer 936
Miss H, He Reynolds Stenographer 936.
Miss I. W. Banks Stenographer 936,
Mies E. Es Burrell Addressograph 624
Miss Justine lullex: Typist B20.
Mise Mary C. Parker Files 1,500
Hiss Hilda W, Kiese Files 900 |
John HeAlevey Files . 466
Harvey B. Prescott Stationery 8520
liss Elizabeth Bruce Telephone Operator 820
Mrs. V. Co Molaren Governor's Secretary 1,500
James Hood Scott Watchman at Vault 900
Edward J. McCabe Floorman 1,040



Salary list continued:

Federal Reserve Bank of New York:

EMPLOYEES POSITION SALARY
Amount carried forward $125,548
James J. Delahanty Floorman Q0
Jean A. Sullivan Hessenger 360
Francis Soradco Messenger 360
Walter M, Riedel Messenger 260
P. Fo Goodman Messenger 260
Je Jo Farnan Paying Teller's iessenger 1,200
Geo. S. MoNalr Watchman 800
John J. Fhelan Watchman 200
Harry P. Aumack ‘ Aesists in FPed. Res.
Agte. Depts & Credits 900
Jos. D« Higgins Chief Clexik 3,000
Adolph J. Lins Officers' Clerk 1,800
Howamd M. Jefferson Auditor 3,500
We D, Goodwin Auditor's Assistant 1,800
Ds A« Reinbrecht » . 1,200
S 142,888

]
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el
" SALARISS AND DUTIES OF OFFICERS AND ENPLOYEES
A¥ED THEIR SECURITY BONDS.
Loans and Custody of bills discounted, Arthur W. Gilbsrt Chief of § 2,400 §10,000 ~
Securities loans and collaterzl there- Loans &
to, deposited with Federal Discounts ‘ /
Reserve Agent, to sscure  Aaron B. Fletcher Assistant 1,200 5,000 5@ 0 v
cirgulation, substitutions Loans &
and withirawals; acecep- Discounts
tances, loan and discount
recoris.
Custody of securities pur-  Walter B. liatteson Chief of 2,400 10,000 7
chased for our own account Securities
and for others, in conjunc-
tion with an officer. De-
tails and records thereof.
Paying Custody of cesh, vault record I. Ward Waters Teller 2,280 2,00 2sfo0 4
Teller of cash held at Clearing 1
House and Subtreasury, sig-
natures, Cleariag House
balance, clerks' payroll.
Receliving Receipt of counter deposits, Hoderick P. Fisher Teller 1,500 20;000
Teller verification of checks, etc., v
and preparation of cash for George Hoehn Asst. 1,000 5,000 + |%00
paying teller.
Hote City and Country Collections Wm. M. Kettner Teller 1,200 10,000 - [/ §os v
Teller Incoming Mail / Vv
John Rassch Asst. 1,000 5,000 v /i4°
Clearing lcuse Rack {Clear-
Registered Hail and Ezxpress ing
{Valuadle) House
Preparation of Credit Books Settling
Preparation of Expense Vouchers Clerk} é
Return and Protest Items  Thomss M. Day, 34 Credit 380 5, 000~ o0 V
Books
Ba].lﬂ‘l G‘- mll’ Lﬂst- 450 5,000V
Hichasl A. Hansom Asst. 480 5,000 °
Transit Collection of out of town cash L. H. Hendricks Hanager 6,000 20,000 -
items
Outgoing mail G. V. H. Veghte lst Asst. 1,200 5,000 ’
Securities Correspondence . Y
{L. H. Hendricks) Hiss Belle Pur- Asst. 780 5,000 ~ o
Prurchase of Supplies stenberg
{Ls H, Hendrioks) Wn. A. B Asst. 600 6,000/ Y20 V
Arthur k. Kesses Asst. 500. 5,000
E. H. Hassard Asst. 540, 5,000 v
Debiting Preparation of Debit E. G. Blackford Chief 1,400 5,000 7
Books
Proof of incoming ex- Budolph E.P.Wiese A4sst. 700 5,000
changes
(Jiese assists on out-
going mail

itized for FRASER
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Stenograzhic

Piling

Gtationery

Vault
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dembers Isdgere &m; #. Donnington,
Te
‘ Baxaden, Ffrank J.
liember Banks® Stateneuis Podro L. Schellens Statement
Clerk
Foderal Heserve Baunics®
Jtatements
General isdger John 4. Say Cenersl
Other Federal Beservs 3ank Booke
mc;aimnm asslgn- xoeper
Capital Stock edger
Preparation of gensersl
staterants.
Recelpt, analysis, and filiang H. V. Camn In Charge
of borrowers’ staterents
and other credit Information.
{Cann Part time Creiic Dept.- Pred. ¥. Opper  isst.
bnlsnee 9ith Fei. de8. agt.j
Chief
Dietation Hisg E. ©. Bushmell Steno.
Troewriting ® Le Cs 31110%% Steno.
Conying and duplicatiag ® B A« Tolvos »
Addressograph = Jean #iller -
Ers. #. Pattereon .
Zise H. Hs Regnolds
®  I. Banks "
% Fe Ea Durmrell TUypist
&  Jostine Riller *

‘ ietter Piles Slse Hgry C. Farker Fils
General Piies Clark
iivrary Hiss Hilda ¥. Ziese Asste

John Hoilovey Asst.
Parchane axd distribution Hareey 8. Prescott Asst.
of stationery and sup- { L, H.Henie
plies dricks
in chge.)
Tolephone Switchboowd xiss Elizabeth Oparator
Srace
Dictation, ote. irs. Ve Co niaren Jec'y to
Gov'r.
Watchman at vanit James Hood Scott Vanls
Avditor's Transfor files
Rellef of fioorman
Gusrd on floor - Edward Je LeCabe Floorman
Ofticer for Faving Teller’s
Lescanger
“Arection of Fages
dames J. Dolananty "
Eessengers for officers un- Jean &, Suliivan Heguongey
gor direction of floommar Francis Corrace -
Wslter ii. Riecdel -
Fe Fo Govodzsn .
Payisg Tellers llessenger de Jo Farnan i
(Has eharge of all ship- {Zolieves
me w and securities floomean
I tered lzil, whon ne-
also Clearing House Balances) cessary)

BERA &
& soo.
1'0@.

1,500

P.Rei'S

728

1,300

1,040

285D

$ 8,000
8,000
8,000

5,000

3,000
1,900
1,000
5,000

1,000

5,000

5,000

720 v’

2600 V

fJ oo

| Bo°
1%0;"(

LR S

Sho vV

ISeo Vv~
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Pierre Jay

Charles Starek

Benjamin Strong,
William Yosdward
J. Fe Curtis

G+ E. Gregory
E. R. Kenzel
B. W, Jones
E. H. Giles

Faleral Reserve Agenmt §16,000

Depuiy Federal Reserve igenmt

Deputy Governor -

Secretary of Boand :
Counsel to Bank o
4eting Cashier

Assistant Cashier 4,200

deting Asssistant Cashier
Adcting dassistant Cashier

$ 10,000

m‘m to U. . 98

10,000

“‘to

mgm te U. 8.

10,000

10,000

10,000
20, 000
10,000
10,000

“'t -

ekt
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satohmen fat1ol of bank sfter hours  Geo. 0. HsNelr  Fatohman

' John 3. Phelan "

Pedersl Re-  Joint custody of . R Notes f. V. Camn chtog

serve igwat’s Teceived from P, 2. Boam
Zepartment Jolnt ocustody of notes, ote., Sarry F. Awsack Apst.
redisesunted

| A {assiste
- Jolut custody of gold depoei- o
ted erpdits)
liecords and roports
Hembers of Agent's Staff:
‘ . B« B, Tomael
| v Le Ha Hendricks
| He ile Jefiorson
Caief Clexk  Dirsction of siafs, derartmental
developmaat, ete. Jos. D. Higgine Chlef
Clemx

ofrigers’ Clesk Spesial Javestigatioms for Adolph J. ldns officers’
ofticers '
Capital stook records exs

aditing Ceneral anditing of bask and Howard . Jeffersom Anditor
: agent®s securities, recoris
ete. #e Do Goodwin Asat.

tmiitor siso on agent's sta?d
and suhetitutes as offiver D. i+ Bolabrecht Anote.
on vault contrel
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$,000
1,500
8,595

1,200
1,000

§-3) 11

§ 5,000
5,000
28,000
5,000

15,000
10,000

5,000

12,000

§.000
8,000
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. 9

The following adjustments are recommended by your Conmittee after careful considers-
tion and in recognition of ability thst has been developed and the attemtion and devotion to
duties st all times displayel. Here follows the names of the employees, the date of their
euployment, the salary at which they were employsd, thelr present salary, and $he salsry Tesom-

m, together with a brief comment in each case:

4y
A. B. Fletcher

1. W. Waters

Geo. Hoehn

Wm. M. KEettner

Digitized for FRASER
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Date Init-
of ial
Bmployment Position Salsry

Nov.16/14 Assistant §1,200

lb';li/l‘ Paying $2,250
- Teller

Jan.11/15 Assistant $1,000
Receiving
Teller

Jan.,4/15 Note | $1,200

Teller

Pre- Pro-
seut  posed
Salary  Salary
§1,200 1,800
$2,260  §2,700
$1,000  §1,200
$1,200  $1,500

. keeper.

Comments

Is the expert machine ope-
rator who prepares the
records of each day's
transactions for Washing-
ton. He was hired for
mam mnm
developed a

Discount J!!tullllh,
has

displayed willingness
and capacity in aseist in
& mumber of other depart-
ments in the bank.

lir., Waters has displayed
the ability essential

to hamile the large sums
of money which pass
through his hands in s
thoroughly efficient man-
ner. We comsider him to
be a valuable man for the
work he is doing. We thimk
the responsibility of his
position justifies the
proposed increase.

He was employed as a book-
He is a good
all avound man and such an
mﬂwmwmt
b %er
We feel

hll mm
that the added responsi-
bilities justify the in-
erease.

He has had abundant ex-

- perience in his line and

in addition is doing the
woxk of the eity and

country collections. He
haniles all receipts and

shipments of currency.




(2)

Date Init- Pre— Pro~

of ial sent posed
John Raasch Nov.11/14 Gemeral §1,000 $1,000  $1,140 Has acted as our settling

Clerk . elerk at the Clearing
. House; handles all trans-
feors of funds, and is re-
sponsible for the prepara-
tion of all expense vouch~-
ergs. He is a good mam.

Thomas M, Day, 8™ Dec. 5/14 Clerk § 360 § 560 § 600 A graduate of Princeton;
without fommer banking
experience; is a man of

g intelligence and has de-

veloped into a very capa-
ble elerik.

Hiss B, Furstenberg Nov.16/14 Tremeit § 780 § 780 § 900 Is remarkably efficient
Dept. - in her line of work and
A we have found her capa-

ble of ecarrying respon-
sibility.

William A, Hm Nov.17/14 Clerk § 600 § 600 § 720 Assists in Tramsit De-
partment. He is ac-
curate and willing and
we expect to advance him
%o more important work.

H, W, Demnington, Jr,,Apl.28/15 Bookkeeper§ 600 § 600 § 720 Although only recemtly
employed this man has
ghown ability and will-
ingness to work. He is
a son of ome of the di-
rectors of the Union
Hational Bank of Schen-
ectady and was anxious
to in here even at a

salary for the
experienge. He is a
student in the School of
Commeree , New York Unmi-
versity, and is earning
far in excess of his pre-

sent salary.
John A, May Jan.15/15 Gemeral $1,500  §1,500 $2,000 He was eashier of the
Bookkeeper - Peoples National Bank of

Potsdam, and came to us
at a reduced salary on
account of greater op-
portunity for advancement.
He is a thoroughly capa-
ble and efficient man of
excellent experiemce and
we expect to use him as
one of our examiners of
state banks; his ac-
quaintance and experience
in small banks up the
state will doubtless ren-
der him of great value

in that capaeity. His
training Bas-fitted him
for important. responsi-
bilities and for develop-
ing the various depart-
ments. We consider him
the best all around man
in the force.
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nin. . Init~  Pre- Pro-

;s ial nnt poul At
Miss E, E, Bushnell xav.u/u stms- $1,080  $1,200 tl, Hiss Bushnell undertook
rapher . the difficult task of

at all times.  We feel
that this department is
under excellent super-
vision, and that her work
ghould be resognized by
the adjustment proposed.

L. G, Elljott(uiss) Dec, 7/14 Stmp- $1,040  $1,040 $1,200) mqunw of the woric

rapher ' ) of these employees is -
Re A+ Holmes (Miss) [Nov.23/14 Stemog- § 950  $1,040  §1,200) such that we feel this
rapher ) muhm.t should be
Jean Miller (Miss) Jan.15/16 Stemog- § 840 § 840 § 936) made.
rapher : |
Miss Elizabeth Bruce Oect.23/1¢ Switch- § 728 § 728 § uo Has cmn m:mmy
board service and her ability
operator justified the increase.-
Mrs, Molaren . .Nov.13/14 Seeretary $1,200  $1,200  §1,500
to Govermor | '
James Delahanty Jan.28/15 $ 780 § 780 § 900 Was employed on trial

with the promise that

if satisfactory he would
be paild w‘c per month.
His work justifies thl
m&-

Jean A, Sullivan Jan. 4/15 Page $ 300 § 00 § m)mmmm
.) and have & into

Frank Soracco Oct.16/14 Page $ 280 § 280 § m}mn 11 be
useful in junior clerical
m\i ;

Harry Awmaeck Oot.14/14 Clerk $ 700 § 700 § 900 He has assisted Mr. Camm

in the Federal Reserve
Agent's work; also in

the Credit Department.

He is an exceedingly
capable and willing
worker, and has handled
his complex duties %o the
entive satisfaction of

My, Ihm._
A J, Ling Oct.B1/14 Officers' $1,500  $1,500  §1,800 Mr. Lins has had entire
Clerk . charge of the stock led-

ger and the subscription
recomds regarding capital
shoek, also of increases
and decreases and has con-
ducted practically all of
lating thersto, and has
had charge of the print-
ing and issuing of all
¢ireulars, He is ome
of the most useful men

in the bank, Ei® worie
entitleg hin to this in-

crease.
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Date N mt- rro- Pro-
of posed '
Hame Zmployment  Eosition m m Balary Comments
W D. Goodwin Jen,11/16 Assists §1,200 $1,200  $1,800 He has had seventeem years
Auvditor - of practical banking ex-

m.;n:n mﬁz- a little
han the aversge
employee of the bank.
He was practically the
managey of the affairs of
the Fowler Estate., He
has been the Auditor's
first assistant ever
since he came with the
bank, and has been a
faithful, capable and ef- '
ficient employee. The
Auditor relies on him for
the care of the details
of his department. He
came to us at a very muech
reduced salary, in view
0f the unexpected ter-
mination of the trust of
the Fowler Estate. He
deserves the proposed ad-
Justment as only a fair
recognition of the value
of his services. We POC-
ommend that he be made
Asppistant Auvditor.

Downing A. Reinbrecht Apl. 5/15 $1,000  $1,000 01.3@@ Was employed as & book-
" Nia oirler ST
s has
rrovf 2u1a9 27,1»/76' mmuumt‘:n
to the Auditor.

+ £)5¢
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FEDERAL RESERVE 1
Offlce Corre spondence BANK OF NEW YORK = Date  July 16, 1915,

Subject M&@a_
Tovlor dstralea.

——
~ora Reserve 8, 7
78 Ditect No2 °

N\

eék{fj%ow J

and July 10th, were received by the undersigned on the 15th instant, having been ;

To  Governor Strong

F}oﬂ;iﬂr. Kenzel

The attached marked copies of the Industrial News, issues of

delivered at the bank to Mr, McCabe for me by lir, Delahunty, the editor of the
publication,

In each issue there is an article relating to the Federal reserve banks
and the action of ex-Representative H, R, Fowler of Illinois in bringing cértain
matters to the attention of the Federal Reserve Board,

It may be well to note for reference that Mr, Delahunty, the editor of
this:publioation, has called at the bank a number of times soliciting the patron-
age of the bank on behalf of the Enickerbocker Lithographing Co,, 18 Oak Street,
this city, in the matter of printing aﬁd providing our stationery,

lir, Delahunty has made representations to the undersigned and also to ——
Mr, Hendricks, who has charge of our purchases, that he is on very intimate terms
with the President of the United States, the Secretary of ﬁhe Treasury, the Comp-
trollgr of the Currency, and the Secretary of the Federal‘Reserve Board, and that
he rendered valuable political services for My, Wilson in his campaign for governor-
ghip in New Jersey and that he also rendered valuable services for some of the above
named gentlemen in the last prééidg@ntial campaign, |

lir, Delahunty, on each occasion that he solicited the bank's work in the
matter of stationery, was told that we had no present need for their services but
we would keep the matter in mind should occasion arise when we needed some litho-

graph work,

ERK/LCE
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(ffice Correspondence

F E. B, Kenzel.
Fam
Held by
Federal HReserve Bamk
—0f New York

Digitized for FRASER

American Exchange National Bank
Bamk of New York

Chase National Bank

Irving lational Bank

ligchanics & lletals National Bank
Hational Bamk of Commerce
Broadway Trust Co.

Bank of America

Bankers Trust Co.

Browm Bros.

Columbia Trust Co.

Je P. Morgan & Co.

Jde & We Seligman & Co.

Held by
other Federal reserve banks

American Exchange National Bank
Chase National Bank

Irving National Bank

Bank of New York

lMechanics & Metals Wational Bamk
Hational Bank of Commerce
Bankers Trust Co.

Bank of America

Columbia Trust Co.

Brown Bros.

J. P. llorgan & Co.

GRAND POTAL

FEDERAL RESERVE
BANK OF NEW YORK

al Mmm ot Hew !otlr. md th

othsF Federal reserve banks at the close
of business June 22, 1916.

$4,179,765

$10,484,765.00

5,681,912, 20
m + 166,677, 20

Bonbright
$ 297,778.78 ]

628,333,354
425,000.00

249,999.96
389,522.27

12,500.00

$1,953,134,35

674,722.24

1,033,333.36
921,666.64

1,049,056, 61

$3,728,777.85

$5,681,912.20

This is less than half of the acceptances outstanding under these

three credits, which now amount to {45,000,000.

ERK/ PE
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FEDERAL RESERVE BANK
OF NEW YORK

2

—AUDITING-DEPARTMENT — ‘ ) {?',/

' NI
Angus€ 10, 1316.

o %

Benjamin Strong, Jr., Esq.,

The Lewiston,

Estes rark, Colo.
Dear lir. Strong,

I was exceedingly glad to receive your letter of August 5th and
<immediately took up with our friend Mr., Hoffman their ailing meiling depart-
ment. He promised to have an adjustment made at once so that you will get
your papers promptly. He seemed to stand beinz five days behind the "Iimes"
pretty well but your reference to their not keeping up with the é%st seemed
to get under his skin.

I am glad that my little weekly bulletins on bills interest you.
Mr., James Brown had luncheon yesterday ?ith lr. Treman and lir. Curtis in the
course of which he told them that their Bank of France $20,000,000. credit
would not be renewed but that,after a lapse of one week from the first ma-
turities of thé lagt renewai:bills under that credit, bills drawn under a

new credit would be available. He did not state the amount of the hew

credit but lir. Tremen inferred it would be about $20,000,000.

lir. Brown also told them that, while he was not in a positiom to

make any definite statement, plans were maturing for another and mueh larger

French credit, the details of which he would give us in dus course.
»
These and the numerous other smaller credits all providing for

several renewals and constituting by far the greater bulic of the new accept-
ance business and lir. Warburg's attitude with regard to finance bills, make
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Q‘ﬁ FEDERAL RESERVE BANK
OF NEW YORK

August 29, 1916.

liy dear Governor Strong: S 'c./
%, "o

v

Since the last weekly bulletin I have talked with ﬁv‘,,-/é'
Bollinger of the Guaranty Trust 'Compa.ny regarding their credit to
the Banque Russo-Asiatique,which I mentioned in the bulletin to
you the week before last. Owing to Mr. Bollinger's absence on
vacation we were not correctly nor fully informed regarding this
credit which, he tells me, was negotiated for by them during May and
June of 1915 in a series of letters and cables.

Under the terms arranged, the Trust Company agreed to loan
to the Banque Russo-Asiatique five million dollars to cover exports
of cotton and other merchandise, to be repaid within eighteen months
from date of original acceptances under the credit, the Trust Company
to control the documents. Owing to various causes, chief among them
being the lack of boi:toms for export during 1915, the credit was not
availed of until January 3, 1916, after the cotton shipping time had
gone by, and the bills then drawn covered exports of powder.

The bills which we bought in the market are the second re-
newals of the January acceptances. I discussed with Mr, Bollinger
the eligibility of renewal bills under regulation "S", and he explained

that their arrangement with the Banque Russo-Asiatique antedated the

Board's regulation regarding renewal bills; also that the period up to
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‘ /A(ERAL RESERVE BANK OF NEW YORK __ & Governor Strong 8/ 29 / 16

eighteen months provided for the repayment of the loaq:ggiznable the
Banque Russo-Asiatique to repay within that time, when the conditions
of exchange should mske it convenient.

Both Mr, Treman and Mr, Jay have given consideration to these
bills, and we are all of the opinion that they are eligible inasmmch as
the 1limit of eighteen months within which they must be paid is not an
indefinite period and such period was agreed upon at the time of the
opening of the credit as a condition incidental to the exportations in-
volved; also, in view of the exchange situation, that period was reason-
able.

The credit has not been fully availed of, and I think that we
and the other Federal reserve banks have about all the bills under it
that the Guaranty Trust Company has sold.

You will be interested, I am sure, in the following which was
told to me by lMr. Farrell of Smithers & Company yesterday,in confidence
but with permission to advise you.

Brown Bros. are arranging to have the Egyptian cotton crop
financed by dollar credits, and Smithers is to quote rates good for
five days for the bills to arrive. Brown will cable this quotation to
the Bank of Egypt which, I understand, will draw the bills.

I understand that the whole list of eligible American ac-
ceptors has been forwarded and that the bills will be drawn on a great
variety of ﬁames; also that there will be no renewals, just straight
bills. '

The crop exported from Egypt during the past several years,
up to and including 1915, was valued at from one hundred miiﬁion to

one hundred and twenty-five million dollars, or from nineteen million

to twenty-five million pounds, Egyptian,

Federal Reserve Bank of St. Louis
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Plans are also making for the financing of practically the en-

-

(s
tire exports of American cotton on dollar credits this year, so that it

would seem that we shall have plenty of bills a little later.

The first lot against Egyptian cotton is expected to arrive
in September, their cotton shipping season being about the same as
ours.

Mr, Treman read us the paragraph from your letter received
yesterday morning, and I am glad indeed to hear of your improvement and
to learn that you will soon be able to get about more actively and enjoy
the sports for which there must be such abundant facilities in the
beautiful region in which you are staying.

Very truly yours,

stant Cashier.

Benjamin Strong, Esq.,
"The Lewiston,"
Estes Park, Colorado.
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NEW YORK

September 11, 1916.
Dear Mr, Strong:

I was very glad to receive your letter of September 2d, and
have delayed replying to it until I could send you a copy of the memor-
andum I prepared for lMr. Jay on the operation of the Gold Settlement
Fund as applied to this bank, He is in Washington to-day, and has
taken with him a copy of the memorandum, and is going to take the ques-

tion up with the board, 1 prepared as forceful an argument as I could

in the limited time I had to work, and purposely avoided discussing the

‘ larger question of the distribution of the new gold that has been brought
into the country since the inauguration of the Gold Settlement Fund, as
from data and statistics available in that regard large items would have
J to be estimated with no probability of accuracy, and the result might be
very misleading and open up endless argument, I, therefore, kept to the

concrete position of New York as a center. The following figures which

|

|
I dug out may interest you.

From llay 21,“1915, to August 18, 1916, excess of imports over

| exports of gold was $549,000,000. The increase of gold in circulation

| from May 1, 1915, to August 1, 1916, was $445,000,000, Increase in

‘ gold held by Federal reserve agents against notes from May 21, 1915, to
September £, 1916, was 4126,000,000; and the increase in gold held by
the Federal reserve banks on liay 19, 1915, to September lg 1916, was
$108,000,000. The estimated increase in amount of gold held by all

national banks from lay 1, 1915, to June 30, 1916, was 154,000,000,

|
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This amount has to be estimated because the Comptroller's report groups
all clearing house certificates as one total and does not separate those
representing gold and those representing silver and legals., We have
estimated that 50% of the clearing house certificates represeﬁt gold,
but that is arbitrary and may be altogether wrong.

The estimated figures of $154,000,000. held by all of the
national banks is an increase of approximately 50% within the period.

If the amount held by State banks has increased proportionately during
the same periocd their increase would equal about one hundred and forty
million to one hundred and fifty million dollars., You will see that
these known and estimated increases would amount from five hundred and
thirty to five hundred and forty million dollars, which is more than the
increased gold in circulation, and almost as much as the total increase
through importations, and I think there must be something radically wrong
in the estimates.

The two factors that have not been considered in the above are
the domestic production of new gold, and how much foreign gold coin held
by banks figures in‘their increased gold holdings in the statement to the
Comptreller of June 30, 1916. The situation outlined in my memorandum
to lMr. Jay seems very serious indeed, and I hope that you will approve
what I have said.

The new Brown Brothers' French credit will become operative
to-morrow, and Mr, Curtis is in communication with Mr. James Brown and
will ask them for a copy of the new agreement for our cohfidential files.
I learned from other sources that there are four new acceptors, i. e.,

the National City Bank, lazard Freres, Alexander Brown & Sons of Balti-

more, and the U. S. Mortgage & Trust Company, New York, The latter,
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I understand, will take up their own bills, Lazard has filed a letter
with us so that their bills are néw eligible if indorsed by a member
bank, and they are considering filing a statement with us to make their
bills fully eligible. Smithers thinks théy will do so when Blumenthal
gets back.

We had a letter from the Federal Reserve Board dated the 8th
instant advising that the President had signed the amendments on Sep-
tember 7th and that they are, therefore, law, but that through error the
Conference Committee omitted the following words:

"Except by authority of the Federal Reserve Board,

under such general regulations as said board may

prescribe, but not to exceed the capital stock and

surplus of such bank, and such regulations shall ap-

ply to all banks alike, regardless of the amount of

capital stock and surplus,"
which are the last six lines of the second paragraph appearing on page
440 of the Bulletin‘of September lst. This error was discovered by the
board and it endeavored to have it corrected but the time was too short,
and they, therefore, advise that pending correction by next Congress the
board cannot grant new requests from member banks for permission to ac-
cept 100% under the po%er now elimipated from the law.

I am much obliged for the suggestion about Hartley Withers'

book "Money Changing'", and have sent for it and will take it with he when
I leave to-morrow for a vacation. I have read some of his other works
with much interest and profit. He has a way of pfesenting his

matter that is much more intelligible to the average reader than many
writers on technical subjects, which I think is probably due to his early

training as a newspaper man,

Federal Reserve Bank of St. Louis
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I enclose also a little pamphlet on the "Credit of Austria-
Hungary, France, Germany, Great Britain and Russia During Two Years of
War," which was issued in great numbers the day after the $250,000,000,
British loan was announced. I do not know that copy of it has pene-
trated yet to Colorado but it demonstrates the ¥¥%iduous nature of the
work of the propaganda,

I am leaving to-morrow for a motor trip up through the White
Mountains. I dislike to be away from the bank very much at this time,
but they all seem to think I must take a vacation. I shall not be far
away at any time and will be available for the recall, which I hope will
be put into operation should there be the slightest occasion for it I
hope that when I return there will be a whole sheaf of good news from
you.

With kindest regards to you, and remembrance to lrs. lMicLaren,
I am,

Sincerely yours,

Z

Benjamin Strong, Esq.,
Estes Park,
Colorado,

ERK/IWB.
Encs,

%
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AMERTCAN EXCHANGE
OPTIONAL NOTE SCHEME.

The British Bovernment to offer to, sell Optiomal Notes in lots up to

a total of $I,000,000,000at an exchange of not less then 4,78 for

LI, and having a currency of not more than 2 years ,

Ll
The rate of Exchange for the present to be 4.,78,at which, with higher "\

insurance and freight, it about pays you to take sovereigns from the Bank

of England., The rate of Eczhange may however be raised but not lowered

)
T.e denomination of the Notes to be &ry $I10,000,0r at Exchange 4,78

L2.092. The purpose of the Note,viz. to maintain exchange, is shown

on its faces

The buyer would have the option to subscribe either in dollars or Sterling

and the holder to ask for payment either in Dollars or Sterling. If at the

time of purchase Exchange were above 4.78 the Note would be paid for in

Dollars; if below 4,78 in Sterling, If at lMaturity Exchange were below

4,78 payment would be asked for in Dollars. if above 4.78 in Sterling_

While the note would be a Dollar Note payable in Dollars, it could, by

sale as an Exchange instrument, at any moment be turned into a Sterling

Note payable in Sterling, thus adding greatly to its negotiability.

The first lot to be offer-d might be for §$300,000,000. It could be

divided into two categories,-short and long,=$I150,000,000 of each,

In the “shopt" ca.;’egory would be =

$50,000,000 3 months at say 3%

$50,000,000 6 ditto 3%
50,000,000 9 ditto 3%
And in the "long",

$50,000,000 12 ditto 4%
$50,000,000  1& ditto 9.

R

$50,000,000 24 ditto
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Any one line of the "short"™ to be gold only with an equal amount of the
"long"; but the "long" could be sold independently:

) The Notes would be offeréd. on a discount basis, and at rates approximating
to the value of money in New York, Full power would, however, be taken

to alter the rates of discount when considered desirable, The Notes would

be on sale daily,

An additiomal profit to buyers would be provided in the rate of Exchange.
When Exchange was below 4,78 buyers would of course elect to pay in
Sterling. The profit would increase with every fall in Exchange, which
would stimulate the demand for the Notes, and therefore for Sterling to

‘buy them, and thus tend to again raise Exchange,

Any fall in Exchange would have more effect on the yield of a short Hote
than on a2 long, On the other hand the long Note stands a better chance
of maturing when the War is over, by when the Gold point will presumably

i have reverted to 4,84, The discount in hand also increases the yield of

the long Note,

The British Treasury to appoint an Agent or Agents in New York for the
issue and payment of the Notes, But to facilitate business Sterling
would be received by the Bank of England, which would cable to the

indicated Agent to deliver the Notes in New York,

Against maturity of the Notes a reserve of about one third of the Notes
outstanding‘would be maintained in New York,to comsist of a proportion
of gold, a proportion of money at call, and a pr0port§on of American
securities to be sold as required,

A weekly statement to be published in New York showing the amount and
usance of the Notes outstanding, and the amount and composition of the'

reserve,
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The proceeds of the Notes sold for Sterling could be used for the purchase
of American securities to be placed in the reserve in New York, As the
Notes are issued at New York money rates there should be no loss in

interest in holding the securities pending sale,

During the next few months we have to meet in Americs
liabilities of several hundred millions Sterling on balaﬁce. Ultimately
we can pay in Gold and by the sale of American securities, as has to
some extent been done, Apart from the gold contributions of the Allies
and our own reserves, the British BEmpire now produces %60,000,000 of gold
per ammum; while our holding of American securities is still very largs,
What we require is time to mobilize our Gold and American securities,

This we can gain by

1st, Borrowing in America on Bonds, which has already been dane
and probably cammot, anyhow for some time, be repeated,

2nd, = | Borrowing for short periods on Bills or Notes in New York, where
there is a large field, which the imports of Gold are steadily
making larggr.

Srd, Borrowing, or receiving on deposit, in London’American funds to be

attracted by the higher rate of interest, provided there is con-

fidence in the future of Exchange,

The Scheme is an attempt to degl with the situation as a
comprehensive whole, and on a scale calculated to produce confidence, which

is of the utmost importance.

With the knowledge that one billion Dollars of Optional
Notes are available at an Exchange of not less than 4,78, confidence in the

future of Exchange should be assured for some time to come, With confidence

restored the means would be afforded for the rapid and safe flow of money

http://fraser.stlouisfed.org/
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from New York to London, from where it is relatively cheap to where it is
relatively dear, and its equally safe return,

Through this issue of Optional Noteé, a machine for adjusting
Exchange would be set up. It would operate openly and automatically,
always tending to produce equilibrium, We would have complete control of the
brakes on the machine, represented by changes in the rate of discount, in the
classificat ion of the Notes, and in the upward movement in Exchange, But
it is America that would really drive the machine, We onlf‘ggggg to sell
the Notes; her desire to do business would compel America to buy them, as
otherwise she would find her exports restricﬁed through lack of cover,

The amount and composition of the reserve in New York would
indicate the means by which the Notes would be liquidated. This and the
adaptability of the Noteé for Exchange purposes at any moment should make

' them popular in New York, where money is very cheap and where gold imports

are making it still cheaper,

The provisions of the Federal Reserve Act have also given
Banks which are Agents for other Banks large temporary deposits. To a
certain extent within twelve months, and wholly within two years, these
deposits must under the Act be transferred to the Federal Bank Reserve,
or to the Banks' own vaulté. Thus there is a great deal of money looking
out for short ligquid employment such as our Notes would afford.

A recent ruling by the Comptroller of Currency is to the effect
that National Banks are not restricted in making loans under the National
Bank Act to a maximum of 10% of their capital and surplus when the borrower
is a Government, This is all in favor of a direct Government Note such as the
Scheme proposes,

The annexed table shows the approximate yield of the Notes with

Eichange at, for example, 4,74,

o Written Sept. Oct, 1915 JFD
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from New York to London, from where it is relatively cheap to where it is
relatively dear, and its. equally safe return,

Through this issue of Optional Noteé, a machine for adjusting
Exchange would be set up. It would operate openly and automatically,
always tending to produce equilibrium, We would have complete control of the
brakes on the machine, represented by changes in the rate of discount, in the
classificat ion of the Notes, and in the upward movement in Bxchange, But
it is America that would really drive the machine, We onl& offer to sell
the Notes; her desire to do business would compel America to buy them, as
otherwise she would find her exports restricted through lack of cover,

The amount and composition of the reserve in New York would
indicate the means by which the Notes would be liguidated. This and the
adaptability of the Noteé for Exchange purposes at any moment should make

~ them popular in New York, where money is very cheap and where gold imports

are making it still cheaper,

The provisions of the Federal Reserve Act have also given
Banks which are Agents for other Banks large temporary deposits. To a
certain extent within twelve months, and wholly within two years, these |
deposits must under the Act be transferred to the Federal Bank Reserve,
or to the Banks' own vauth. Thus there is a great deal of money looking
out for short liquid employment such as our Notes would afford.
A recent ruling by the Comptroller of Currency is to the effect
that National Banks are not restricted in making loans under the National
Bank Act to a maximum of 10% of their capital and surplus when the borrower
is a Government, This is all in favor of a direct Government Note such as the

Scheme proposes,

The annexed table shows the approximate yield of the Notes with

Eichange at, for example, 4,74,

. 5 JED
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If Exchange were at 4,74, the difference between that rate and 4,78 is
.84%, which would make the actual yield on Optional Notes at the discount

rates suggested in the Scheme as follows:

Difference in Exchange. Discount Yield,
Short |
3 mos. .84 x 4 3,36% p.a. &% 6.36% D.2.
6 - .84 x2 1,68% p.a, 3%% 5.18% p.a.
9 - .84 x 1% 1,26% p.a. 3% 5% p.a.
Long
12 mos, .84 x1 .84% p.a, 4% 4,84% p.a.
18 - .84 x 2 .63% p.a. A 5.1%% p.a.
24 - 84 x %  ,42% p.a. 5% 5.42% p.a.

(It is a question whether the & mos. discount rate might not be 2%)

The yield, especially on the long Notes, is really more
than the above, as, the Notes being on a discount hasis, the interest is
paid in advance, It is however omnly the discount rate that would be
borne by the Government,

The long Notes, and particularly the two year Note,

have an additional attraction in that they may mature after the War is
over, when Exchange would likely have risen to about the tﬁﬁ;War Gold

point of 4,84, thus giving an additional profit of over 1%.
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s _ FEDERAL RESERVE : _ R
(\ B ' d - ~ BANK OF NEW YORK" - M oy
{_orrespondaence s Date__Sept. 9, 1916,
- ¢ .
. Mr. Jay : Subject:  Operation of the Gold Settle=
" ment Fund as Applied to the "
a E.. B, Kenzel, “ ' _ Federal Reserve Bank of New York o

The operation of the Gold Satflement Fund as applied to this bank
requires us to settle in gold, balances due to other Federal reserve banks
built up with us ‘py their remittances of New York exchange, in payment for
which we receive practically nothing but silver and legal tender notes. Since
the insuguration of the Gold Settlement Fumd in Mey, 1915, up through the set-
tlement of Wed.pesday. September &th, we have lost to the fund $182,000,000, of
. gold, and at the close of business that day held legal and silver certincé.t'u
amounting to §24,000,000, '
It has been possible for s to provide the gold wherewith to make _. =
‘ aeftlement without depleting our own gold only through the courtesy’ and coopera-
' tion of some of our large member banks and others in New York who have given m \_.

of their gold in exchange for silver and legals or our gashier’s checks, which,

when settled through the clearing house, we were able to pay in silver or le-
. indefinitely 3
gals, but it is obvious that we camnot continue/té get more in this way or de~
pengl upon it even for a short period, Thia. enormous drain of gold th.rou@
us from ﬁhe banks and bankers in New York City gives rise to sericus thought
as to whére a continuance of this process will lead us, and what comditions
will confront us when gold may be required in volume for export. New York
City is the principal reserve center of the gountry. To it naturally a great
amﬁnt of recent imporiations of gold have come. Foreign balances have bﬁon
built up in New York both through credits an& golleetione, When the time
comes for those balanmces to be withdrawm the banks in New York and the reserve
bank particularly muet be in a position to t‘urﬁah gold freely, qﬁaerwiso our
position as sn importent world fimameial eenter will be aoriousl;’r impaired and

the confidence that has been created by the establishment of the Federal Re-

serve System will be dissipated.
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FEDERAL RESERVE

Subject:
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During the period from May 15, 1915, to September 2, 1916, the
clearing house banks of the City of New York have gaimed in gold §35,000,000.,
their total holdings Sepiember 2d amownting to $315,000,000, During the same
period silver am legal tender notes have decreased only $6,000,000, their
holdings of these kinds of money on September 2, 1916, being $130,000,000.
Daring the same period their net deposits have grown from $2,000,000,000, to

~ §3,000,000,000, an increase in net deposits of $910,000,000, and excess re-

Digitized for FRASER

serves have decreased $65,000,000, to a total held on September 2, 1916, of
$113,000,000,, and to-day's clearing house statement shows actual excess re-
serve of only $69,000,000.

The increased nmet deposits im clearing house banks of New York ap-
proximate one half of the increase in gross d.pout- of all the national banks
in the United States during the same period., - The figures of the net deposits
of all the national banks are not readily available. The increase during the
same period in gold held by all of the national banks, estimated from the
Comptroller's reports, is $154,000,000. »

The combined figures on all of the state banks in the coumntry for
June, 1916, are not yet sv;ihhlc for conparlm with their figures of Junme,
1915, but it is elurtzjenthoabovo that the 1anmmw
the national banks throughout the country is much greater in proportion to
their increased deposits than the ingrease in gold held by the New York Clear-
ing House banks in proportion to thoir increased net Wlitl.

The Federal reserve bank in New York during the period from May -
21, 191§, to September 2, 1916, has increased its gold holdings by m.oco.oao.
againstincrease of net deposits due member banks and the United States Govern-
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ment during the same period of {65,000,000,, and the gold held by the Feder-
al reserve agent in New York against Federal reserve notes has increased
during the same period by $43,000,000,

Of course the Federal reserve bank cannot impound gold in excess
of 100% of its reserves except through the issue of Federal reserve notes,
but if it had Qot settled in gold for the balances of exchange created in
favor of other Federal reserve bamks, or if the Federal reserve banks had
not accumulated those balances for settlement by withdrawals of currency
from New York to the interior, the gold position of all of the banks in
Bew Tovk wight have Dessi awh SRRV RS 55 Seuanters: i eam 40 0N
interior had been required in volume oqu.l to the transfers of gold from
New York through the Gold Settlement Fund, i. e., $182,000,000., every dol-
lar of legal tender and silver motes held by the New York Clearing House
Moaks might Dave Dasn hlypsk sal the oy Terk Dank's ssserve 35 Sk
would have beem all gold and still leave a margin of $52,000,000. of gold
that could have been impounded against Federal reserve notes by the Feder-
al rQamo bank in New !orl;.

You will remember that the Executive Committee of the Conference
of Governors on August 10, 1915, adopted the following resolution: | :

"RESOLVED that should any Federal reserve bank accumulate

a2 large amount of silver certificates through dealings in

domestic exchange by other Federal reserve banks, mm notice,

such bank or banks shall cease such dealings in exchange."

On last Saturday, and Tuesday and Wednesday of this week we were
paid oredit balances at the clearing house amounting to approximately
$40,000,000, , of which about §38,000,000. ware silver and legal temnders,

and on Wednesday of this week showed met balance due to the other Federal

http://fraser.stlouisfed.org/ ‘
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BANK OF NEW YORK

Office Correspondence -
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Subject:
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reserve banks of over $30,000,000, ,larggsly accumlated through their dealings
in exchange, and although we withheld from settlement, by transfers to in-
vestment accounts and otherwise, more than $10,000,000,, we lost in gold on
settlement and through transfers mors than $25,000,000, |

Aside from the fundamental unsoundness economically of our position
in being required to pay in gold for items that we cannot colleet in gold our
sitnation is further aggravated by the practice of other Federal reserve banks
in purchasing New York exchange or taking New York exchange for immediate
eredit at par, which is equivalent to a purchase, when we could not purchase
a:ahango on them.if we wished it because 1t 1a not available in New York, and
'hllc we, oon:torning 1o sound banking practice, do not take items on other
oitiel for immediate credit.

itm&bomodﬂmt in buying or im taking New York exchange from
their members for immediate credit that they are only granting to their members
the facilitiesof the system in providing them an easy means of effecting needed
transfers of currency to‘th_o interior without the risk and expense of currency
shipments. But the ordinary need for currency in the interior is mot for
gold but for small bills for gemeral circulation, payroll and similar purposes,
This has been demonstrated within the pui few weeks by requests for shipment
of small bills to other Federal reserve banks, and the large demand that we
have pad in our district from our member banks for shiyment of bills of small
demominations., During this period practically all of the large banks in this
city with out-of-town correspondents have also shipped their available supply
of small bills and have come to us for additional supplies of small silver and
legals as well as Federal reserve notes. . This small currency has been actually
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‘shipred by us and other New York banks, but the bal:mce in the Gold Settle-
. ment Pmd September lst was §104,000,000., a deoresse of only $6,000,000, . -

from the previous weck, but an increase over the month previous, i. e.,

July 28th, when the balande was $102,000,000,, which month has covered prace

tically the entire seasonal movement of currency to the interior,

- It does not seem that the comparatively trifling sdvantage to in- '
e ' ‘dividual benks in the interior should be allowed to outweigh the great dis- &
advantage tb the banks in the principal resorve conter of the country and
through weakening their position to the system o;a a Qhola.
Primarily 1 believe that we should not be required to settle ex-
F _ nhange. balances in gold,
Secondly, I believe that other Moral'roaorve bankn should not
L2 be permitted to oreate balances with us arising from purchases of exchange
on New York unless those balances be left with is until withdrawm w
- .1like progess, i. e,, salp of their drafts on ue, and furﬁher, that they
should nﬁt be permitted to receive or sccept for deposit or otherwise ex- [
ghange on New York ncoi:tlng on a deferred time of c¢redit basis mot less | : :!
than the deferred time of credit basis upon which we would mcoept items !

- payable in the principal cities of their districts, n .
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FEDERAL RESERVE BANK
OF NEW YORK

November 11, 1916,

Dear lir. Strong:

I am enclosing copy of the correspondence which.passed
between the National City Bank and the Federal Reserve Board in re-
gard to finance bills and the interpretation of the law and regula-
tions regarding bankers' acceptances which Mr. Wali of the National
City Company handed to me late last night.

I wonder if it will oceur to you that Governmor Harding's
letter of October 9th accepts in principle the contention of lir.
Gardine that a credit extemded by a national bank in New York to a
foreign bank, the proceeds of which would be used only in financing
exports from the United States, is reaily based upon transactions
involving the importation or exportation of goods and therefore need
not be considered as finance credit extended for the purpose of fur-
nighing dollar exchange. :

It seems to me that in principle such a transaction would
be substantially the same as those approved by the Board on the French
renewal credits where credit was granted to bankarg who drew bills
under them, the proceeds of which were disbursed in this eountry in
payment for American exports amd would be free of ;he renewal feature
which has camsed so much recent discussion. >

The new regulation B, series of 1916, does not specify who

or what shall draw bills and Mr. Harding's letter seems to indicate

that it was not the intention of the Board in that regulation to take

{
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away from national banks the privilege of accepting bills drawn by

bankers.
We should all be glad to learn how you interpret this

correspondence as so far I am the only one in the office who has

given it more than a casual glance.
With kindest regards, I am,

Very truly yours,

L

Asgistant Cashier.

Benjamin Strong, Esq.,
4100 Montview Boulevard,
Denver, Colorado.

ERK/ELS - 4 |

Bncs.
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FEDERAL RESERVE BANK
OF NEW YORK

November 14, 1916,

Dear Mr., Strong:

I have your letter of November 8th and have studied with interest
and profit your eriticism of the estimate stated in my talk to the exporters
as: to the amount of credit that the system could extend through the issue of
Federal reserve notes based on the free gol@fheld at that time, The figure
named (ébout #500,000,000) was, of course, }urely theoretical and my own feel-
ing in stating it was to indicate the greatest possible limit to which the
system could go in time of extreme neces#ity and to invite & comparison be-

tween that ability and the frozen condition of credit that had existed during

the more recent panics under our 0ld gystem and to emphasize the fact that
Federal reserve note issue is limited by the amount of free gold held by the
banks, realizing, of course, that in ordinary practice we should not even con- -
template approaching such ;n“exp sion of note issue and that in time of stress
every effort would have to be made to accumulate additional gold to provide the
base for a large increase of ngte issue. I hope that there will be some in-
crease:in our gold holdings by the voluntary transfer by member banks‘of a
portion of their vault reseyves to the Federal reserve banks, but I do not
really believe tﬁat we shall get much gold in that way unless some of our big
banks in New York cooperate, >

I am glad, indgeed, that on the whole you liked my address and was,

naturally, gratified, ough surprised, that it got so much space in the papers.

org/

Federal Reserve Bank of St. Louis

Mk

s
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/,/’2*\ The payments to Morgan last Friday on account of the last (300,000,000,
British loan were cleared Saturday and doubtless had great effect on the bank
statement last week, which was reflected in a firmer call money market on

londay. To-day the remewal rate was 2 1/4 and money immediately dropped to 2%

and was very easy for a time at the middle of the day but closed at 2 1/2, and

I look for a poor statement this week on account of the tramsfers of resefves to
the Federal reserve banks due for Thursday. Some of the quiet talk downtown
indicates apprehension of a flurry in the money market if nothing mdfe, and I
think it is rather significant that this afternoon the National Bank of Commerce
sold us practically their entire portfolio of eligible bills (about $3,000,000)
with their full.indorsement, the greater portion of which was member banks' ac-
ceptances under the various French credits having from 40 to 60 days to rum,
I expect that to-morrow our directors will comsider rates, both academically as
to the differentials between bills ariéing out of different kinds of trans-
actions and also practically with regard to the outlook,

Mr, Aiken over the telephone to-day told me that money was tight in
Boston, that they had had no %market for the last few weeks, and that their
discounts and purchases from‘member banks had recently been quite heavy, the
National Shawmut Bank having discounted twice within ten days,

With bes£ regards, I am,

Sincerely yours,

4

Benjamin Strong, Esq.,
4100 Montview Boulevard,
Denver, Colo,

HRK /PE
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FEDERAL RESERVE BANK
OF NEW YORK

4 /
CONF IDENTIAL: ..,/Ok -4 November 16, 1916,
«.’0 L

Dear lir. Strong:

You have doubtless seen recent press references to forthcoming sales
of British Exchequer bills of short maturities in this country and the reprint
in last week's "Chronicle™ of the Chicago Herald's story about the bavidson

dinmner in Chicago and what it is alleged lir. Davidson said at that time.

I am enclosing herewith a copy of a memorandum that was written
during September and October of 1915, by Mr. J. F. Darling, Deputy Manager
of the London Joint Stock Bank, who is now in this country and who gave Charlie
Smithers a copy of the memorandum as an interesting document in view of
recent developments. Mr. Smithers showed it to me in confidence but very
willingly agreed with me in my suggestion that it was a unique contribution to
the financial thought of the time, which it would interest you to see; there-
fore, I am enabled to send you this copy.

With kindest rega.z:ds, I am

Very truly yours,

T
%ﬁ; /
istant Cashier.

Benjamin Strong, Esq.,
4100 Montwview Boulevard,
Denver, Colorado.

ERK/HAB
Enc.
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FEDERAL RESERVE BANK
OF NEW YORK

November 18, 1916.

Dear lir., Strong:
Pollowing Mr. Darling's memorandum on British Treasury

billé, I am.  sure you will be interested to know that yesterday

. morning Mr. Darling called at the bank and saw lir, Curtis and me

‘and told us a little something of the history of his plan.

5

It seems that his memorandum was the final summing up

ﬁof long discussions and considerations of various modifications

of the scheme, and was presentéd a year ago to the Treasury and
some of the leading bankers. It was génerally approved by the
Ireasury officials and advisors, ﬁa:ticularly by Sir John Brad-
bury, who then occupied-a position somewhat similar to that of
our Treasurer of the.United'States; by Sir Samuel Montéguﬁ and
Hartley Withgrs, but‘wgs opposed by the Bank of England as not
ne;essary'and inexpediént at that time, and for the further reason
that their inguiries in this country had led them to believe that
the time had not yet arrived when the scheme would be well re-
ceived over here. |

Mf. Darling was'so convinced that the matter was dead
that he did not bring a copy of his memorandum to this country
but during his stay hére the guestion of issuing short bills on

this side was revived and he was consulted and sent home for a

Federal Reserve Bank of St. Louis
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November 18, 1916,

Dear Mr. Strong:
Pollowing Mr. Darling's memorandum on British Treasury
bills, I am . sure you will be interested to know that yesterday

. morning Mr. Darling called at the bank and saw lir. Curtis and me

% and told us a little something of the:history of his plan.

Y

It seems that his memorandum was the final summing up

B L fof long discussions and considerations of various modifications
of the scheme, and was presented a year ago to the Treasury and
some of the leading bankers. It was génerally approved by the
Lreasury officials and advisors, particularly by Sir John Brad-
bury, who then occupied-a position somewhat similar to that of
our Treasurer of the United States; by Sir Samuel Montégu¢ and
Hartley Withers, but was opposed by the Bank of England as not
neéessary and inexpedie#t at that time, and for the further reason
that their inquiries in fthis country had led them to believe that
the time had not yet arrived when the scheme would be well re-
ceived over here,

Mf. Darling was’so convinced that the matter was dead
that he did not bring a copy of his memorandum to this coumtry
but during his stay hére the guestion of issuing short bills on

this side was revived and he was consulted and sent home for a
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copy Of his plan which he received only very recently, He tells us

that he talked it over with the City Bank peoplé, who think well of

it, and also with Mr, Otto Kahn of Kuhn, Loeb & Company, who favors it,
1

and he was expectégjyesterday afternoon to see Mr. Davison in regard

to it, but up to a late hour, I am advised, he had not seen Mr., Davi-

son.

Mr. Darling said that while he expected to sail this morm-
ing if this thing was really to materialize that he might defer sail-~
ing for another week. He said that so far as he knew nothing had
been definitely done by any one in regard to the placing of short bills
here, and it would, therefore, seem that all the talk im the press ar-
ticles on the subject so far, has been merely in the way of propagenda.

I shall keep you advised of any developments that come to my
knowledge.

You will see in to-day's Times that Kuhn, Loeb & Company
are about to bring out some more French municipal issues.

Very truly yours,
vl
Benjamin Strong, Bsq., é//

4100 Montview Boulevard,
Denver, Colorado.

ERK/IWB.
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FEDERAL RESERVE BANK
OF NEW YORK

November 27, 1916,

‘Benjamin Strong, Esq.,

4100 Montview Boulevarde,
Denver, Colorado,

Dear Mr, Strong:

I enclose copy of our letter of November 24th to
Governor Seay outlining a new plan suggested for determining
the allotment of investments among Federal reserve banks .

We have sent copies also to Governor Aiken and
Governor, menbers of Governor Seay's committee and expect
that the matter will be discussed at the conference of governors
on December 1llth,

Very truly yours,

/7’

==

A951s ;;i Cashier,

ERK/JGC
Enc ,
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FEDERAL RESERVE

Ofﬁce Correspondence . Date_Aprdl 5, 1917,
¢ Inquiries mede in New York re
Tt -‘iE ference 1 Subject: aveIrnmsy STevals 5SUeS; Syuor

of which wes telephomed to Mr.

From - Ea. R. Kenzel. —Preman at Washington, D, €, to=day.

—

Nr, Tremsn telephoned Mr, Jay asking him to sscertain the preveiling opinions
in well informed quarters in New York ss to what form of Government issue the
$500,000,000 or $1,000,000,000 should teke at this time, with perticular regard to the
maturities, sinking fund, snd rate of interest.

Leter in the day, after inquiries had been made the following summary of re-
plies wes telephoned to Mr, Tremsn by lr, Jay and lr. Kenzel:

MR, WOODWARD thought that the immediate or temporary requirement for
$500,000,000 or $1,000,000,000 could be met by the issue of 3% bonds at par, rumning
not more than five years and with privilege to comvert into any higher rate issue put

out during that time. This to provide for immediate needs, leaving the mode of the

major borrowing to be determined at leisure.

a statement published in the press this morning, thought the immediate issue of
$1,000,000,000 :5,%% thirty-year bonds, convertible at per within one year into any
higher rate issue that might be put out, could be sold at par after a strong edvertis—
ing campaign and thorough errangements for general distribution, emphesizes the neces-

sity of taking advantage of the .f:lrst flood of patriotism,

Y stated thet his compsny had

given careful eonsideratién to this qnestiﬁn during the past few days, and that it was
their belief thet if only $500,000,000 to $1,000,000,000 were to be borrowed that that
amowmt in 3,%»% bonds ruming twenty to thirty years, with conversion privilege, would
gell ot 2 premium, but that if a much lerger emount is %o be needed, it would be bet-
ter to moke the rate 4% on the initisl, 2s well as subsequent issues, as the success
of the initisl issue would be essential to the success of future issues, and that the
4% rate would bring o big premium and be sufficient to attract funds from every quar-
ter, .
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his partners, stated that in their opinion $500,000,000 of 3%% twenty-five or thirty
year bonds offered at par could be successfully sold, even without conversion privi-
lege, but suggested 2 redemption feature for the protection of the Govermment, so
that they might be retired after three or five years,

He wes not sure that the above would be equally true as to an issue of
$1,000,000,000, He thought it hard to judge the patriotic emthusissm of the people,
but is not wmind®cl of the bemeficial effect on such an issue that the current re-

marks regarding heavy taxation might exert. He emphasized as the essentisl that the

first issue be a "howling"™ success.

[ thinks §$500,000,000 the limit of

3fs at par, but that $1,000,000,000 or more 3ifs would go at par or better amd that
eny amount, even $5,000,000,000 or $10,000,000,000 at 4% would be well takemn, If
the lower rates were adopted on the first issues, they should contain the privilege
for conversion at par into higher rate 1ssu§s. He considers maturities of ten to

thirty years preferebls.

Later, after the above had been commmnicated to Mr, Treman,

OlS stated that he had discussed the

same question with lr, Pliny Fisk this morni.ng and that Mr, Fisk was of the opinion
that $500,000,000 33% thirty-year bomds, with privilege to comvert into higher rate
issue, could be sold at par, but that if larger future needs were to be considered,
it would be better to mske the rate 4% for ten to thirty-year bonds, with conversion
privilege up to five years. This rate would insure 2 world damnd‘for the bonds and
the incressed interest cost would be offset by the premium realized,

He also suggested that prepeyments on account of subscriptions should not

itized for FRASER

:/lfraser.stlouisfed.org/

eral Reserve Bank of St. Louis R R ==



4

i |
:
|
|

Y P———— B = P—

A - | | FEDERAL RESERVE
%""iﬁe Correspondence """ o
/ ’ To\m Subject :
. Fromx' Ro M@

take the full interest rate of the bond as discount, but that discount only =t a
lower rate, say 35, be allowed, as otherwise there would be an incentive to pull
00 much money from the bemks at ome time.

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

Federal Reserve Bank of St. Louis » - d



Form 1201

SYMBOL CLASS OF SERVICE |SYMBOL
Day Message
Blue Day Letter Blue
Night Message Nite
i \ ;,‘,,. Wight Lotter NL
of these three symbols > Z If none of thess three symbols
 after the check (number of = appears after the check (number of

words) this isa day message. Other~
| wiseitscharacter is indicated by the
NEWCOMB CARLTON, PRESIDENT GEORGE W. E. ATKINS, FIRST VICE-PRESIDENT symbol apoearing after the check,

1

IVED AT 915-919 SEVENTEENTH ST., DENVER, COLO. "a‘ﬁ'?&" o 5}“ P A , o
[O6NY 80 36 pypiynaTh UF TELEFHORES +t80 g o aﬁ?y Q. lseg

X Q NEWYORK NY 345P MAY 24 1917 1&5/ hy2

~ BENJAMIN STRONG 1100 . v g0 besks

—
o

4100 MOUNTVIEW BLVD DENVER COLO

" OPEN AND RENEWED TWO AND ONE HALF HIGH THREE AND ONE HALF LOW TWO AND
ff;*e HALF CLOSE THREE AND ONE QUARTER WITH BIDDING FAIRLY STRONG
*f'OP LOOKS LIKE PREPARATION FOR PAYMENT TOMORROW CERTIFICATES OF

- INDEBTEDNESS

X E R KENZEL

R .

216PM
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CLASS OF SERVICE
Day Message

SYMBOL

Day Letter Blue
Night Message Nite
Night Letter NL

If none of these three symbols

appears after the check (number of
words)thisisachymmne Other-
wise its character is indicated by the
symbol appearing after the check.

9135 SEVENTEENTH ST, DENVER, COLO, s Y2
8 wwNBTEI ONOHIITL 40 dvd . rome oo’

" ’v"""‘“---'-——.
BENJAM " Q NEWYORK NY 442P MAY 25 1917 "/i{to‘-*--»»-k--«--'--..‘.;... ‘
N STRONG 1116 X T T, S S
4100 MOUNTVIEW BLVD DENVER COLO - .ont0 vel i)}

DPEN AND RENEWED AND CLOSED THREE PERCENT HIGH THREE AND
HALF LOW TWO AND THREE QUARTERS EASY AND ACTIVE
L DAY
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POSTAL TELEGrarn -~ wuivimERCIAL CABLES

- CLARENCE H. MACKAY, PRESIDENT.
‘ RECEIVED AT MAIN OFFICE

DELIVERY NO. p
EANEST & CRANMER BUILDING ;
920 17TH STREET :
Dj“}NVER, CoLO.

TE

. HONE: MAIN 4800
The Postal Telegraph-Cabte Company(Incorparated) transmits and delivers this message subject to the terms and conditions printed on the back of this blan!
Cesarndeeli .t able it athel po N0l sk et e it Sl St e AL TSR AR A O LS LG N DR D AR S Sl

16—32352 DESIGN PATENT No. 40529

429CH 0 2| 230P "'T%“ ED?

CB NEWYORK MAY 23 1|7 Tor

BENJ S TRONG | ‘f oy :
4100 MOUNT WIEW BLVD DENVER . \:-... b
OPEN RENEWED AND HIGH TWO AND ONE HALF LOW TWO AND ONE QUARTER CLOSE &
TWO AND ONE HALF EASY ALL WELL - -c
- - E h KENSEEL
) -
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OPERATOR’S NOTATIO

B POSTAL TELEGRAPH-
4 2% W N L

VANGOUVERZS T\
- PACIFIC
OCEAN

]
SAN FRANGISCON

MIDWAY

NN |

/A \' =

THE WORLD: | FXTENDS OVER TWG-THIRDS, OF FHE WAY ARGUND THE BARTH, | o
TH E PP,STAL TEI‘-FG RAPH Ly CABLE COM PA N Y (INCORPORATED)

{VO0 FOHAL ATER oA E VLT
TRANSMITS AND DELIVERS THE WITHIN TELEGRAM SUBJECT TG THE FOLLOWING TERMS AND CONDITIONS:

To guard against mistakes or delays, the sender of a telegram should order it REPEATED: that is, telegraphed back to the originating office for
comparison. For t%s‘xm {the unrepeated telegram rate is charged in addition. Unless otlierwise indicated on its face, THIS I8 AN UNREPBATED
'I‘ELEGM ANDPAT AS BUCH, in gogsideration whereof it is agreed between the sender of the telegram and this Company as follows:

1. The Company shall not be liable for mistakes or delays in the transmission or delivery, or for non-delivery, of any UNREPEATED telegram, béyond the
amount received for sending the same; nor for mistakes or delays in the transmission or delivery, or for non-delivery, of any REPEATED telegram, beyond
fifty tiniesithe Ei,l;n,reqei?éM‘K seng he samé ,};J;Z‘I 188 SPECIALLY VALUED; nor in any case for delays arising from unavoidable inferruption in the
working of its Tlillis:‘ NOR FOR RRRORS INaaeP YH'OR OBSCURE TELRGRAMS.

2. Inany event the Company shall, not be liable for damages for any mistakes or delays in the fransmission or delivery, or for the non-delivery of this
telegram, whether cauged by negligence of its servants or otherwise, beyond fifty times the REPEATED telegram rate, at which amonnt this telegram, if
o Sunt A5 A4 BEPRATED tc-lssn;!x hetehy; valuéd, nnless a greater value is stated in Writing hereon at the time the telegram is offered to the Company for
transmission, and an additional sum paid or agreed to be pald based on such valne egual to one-tenth of one per o

ent. fhereof.
| 3 The Company is hereby made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when NECESSATY
B to reach its destination,

THE GREATEST JELEGRAPH AND GABLE SYSTEM, IN

- 4. Méssages will be delivered free within the established free delh}ery limits of the terminal office. For delivery at a greater distance a special charge will be
¢ made to cover the cost of snch delivery.

6. No responsibility regarding messages attaches to this Company until the same are: presented and accepted at one of it transmitting offices; and if any
_message is sent (o such office by one of this Company’s messengers, he acts as the agent of the sender for the PRIposa of delivering the messpge and any noties or
: regarding it to fhie Company’s agent in iis said offce. e

™ I. - - * :
g:& Y i ingien e or statatory penalties in”an ; the claim is not in writing within sty after the :
is th e Company, for G oty penal wa:tmm ‘Presented in writing sisty days

telegram
7. The

Aove terma and conditions shall be binding upon the reaeiver as well as the sender of this telegram, - . =
8. NO W PLOYEE OF THIS COMPANY IS AUTHORIZED TO VARY:THE FOREGOING. .
T Ul e BP

CE H. MA . PR

RLES C ADAMS,
- VICE-PRESIDENT.

T T B g/

Federal Reserve Bank of St. Louis



POSTAL TELEGRAPH — COMMERCIAL CABLES

CLARENCE H. MACHKAY, PrRESIDENT

_ECEIVED AT MAIN OFFICE DELIVERY No.

~ ERNTr 4 ®RAMMER BUILDING o~
{" #20"W/Ta BTREET :
LENVER, COLO.

TELEPHONE:! MAIN 4800 2

~dae Postal Telegraph-Cable Company (Incorporated) transmits and delivers this message subject to the terms and conditions privite on the back of this biank.

132352 DESIGN PATENT No. 40529
49 CB HN 241 pm 18
CB New York May- 22 17

Benjamin Stro :
s ng4100 Mount View Boulevard Danver

Open renew and high tws and one half low two

close two and one quarter easy all day.

E R Kengzel,
ﬁ-
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. OCEAN
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THE GREATEST TEEEGRAPH AND CABLE SYSTEM IN THE WORLD, EXTEND; OVER TWO-THIRDS OF THE WAY ARPUND THE EARTH,

2 . » . - ] -
" TH E ‘TEMEGRAPH-CABLE COMPA
" THE POSTAL'TEG H=CABLE NY (wconrorsree)®
RANSMiTS AND DELIVERS THE WITHIN TELEGRAM SUBJECT TO THE FOLLOWING TERMS AND CONDITIONS:
To gunard against mistakes or delays, the senéij of 3 ﬁ‘ﬂ dipuld orflerd ity RIPEALHD 5 thatt i, telegraphed Pagkato, the originating oftice for
comparison. For- )g,%g Bl 15%1[_ [he unrepeated delegfam rate 'is charged in' addition. Unless oftrwise indicated on ils Yace, ITHS J8 AN UNREPEATED
TELEGRAM ANI 110 o1 As 5?&, scOmideration whereof it Is agreed between the sender of the telegram and this Company as follows:
1. The Conipany stall not'be Hablé Yor mistakes or delays in the tvansmission or delivefy, or for non-delivery, of any UNREPEATED 'telegram, beyond the
- amount received for se'nding _the same; nor for mistakes or delays in the trangmission ondelivery, or for non-delivery, of any REPEATED telegram, beyond
fifty times the sam receivéd .for sending the same, UNLESS SPECFALLY VALUED; nor in any case for delays arising from nnavoidable interruption in the
working of its Tines; NOR FOR ERRORS IN €IPHER OR OBSCURE TE GRAMS | i
2. Inany event the Company shall not be liable for damages fol i ] g4in ﬂ*ﬁﬂnm fon gr delivery, or for the non-delivery of this
felegram, whether caused by the negligence of ite servants or otherwise, beyond fifty tinies the REPEATED telegram rate, at which amount this telegrani, if
sent a8 a REPEATED telegram, is hereby valued, mnless a greater valne s stated in ywriting hereon at the time the telegram is offered to the Company for
n'amm& 1‘1:8103‘ and nnlsfx;llletlonal sum paid or_agreed to be paid based on such value equal to one-tenth of one per cent. thereof.
e Co R 3 ; i
et m!t?ioﬁ:,ﬁrebv made the agert otadm\semym\mhom liability, to forward this telegram over the lines of any other Company when necessary

4. Messages will be delivered free within the established free delivery limits of the terminal office. For delivery at a greafer distance a special ¢harge will be
made to cover the cost of snch delivery. . = .
5. No responsibility regarding messages aftaches to thie Company until the same are presented and accepted at one of its transmitting offices; and if any
message i8 sent to snch office by oné of this Company’s messengers, he acts as the agent of the sender for the purpose of delivering the message and any notice or
ctions regarding It to the Company’s afent in ifs faid office.
Thie Company sball not be liable for damages or statutory penalties in any case where the claim s not presented in writing within sixty days after the
X is filed with the Company for trdnsmission.
. 7. The above terms and conditions shall be binding upon the receiver as well as the sender of this telegram.
- 8 KO EMPLOYEE OF THIS COMPANY I8 AUTHORIZED TO VARY THE FOREGOING.

i %& CLARENCE H. MACKAY, PRESIDENT.

i ﬁl.e . ADAMS, EDWARD REYNOLDS, VICE-PREST. AND GENERAL MANAGER.

CHARLES P, BRUCH,
VICE-PRESIDENT. :

VICE-PRESIDENT.

RAPH SERVICE IN T

= I =
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POSTAL TELEGRAPH — COMMERCIAL CABLES

CLARENCE H. MACKAY, PRESIDENT:

RECEIVED AT MAIN OFFICE DELIVERY No.

o 1ELEGRAM W9

f TELEPHONE: MAIN 4800

—32352 K DESIGN PATENT No. 40529
147 cb kb 20 227p | p7 };/A;;Lff
cb Newyork may 18 17 ié? ;Qiﬁ?F L
Benjamin Strqng . éf}gfé;f
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THE ERE.A.'I'EST TELEGRAPH AND CABLE SYSTEM.IN THE WORLD. EXTENI:IS OVER TWO-THIRDS OF THE WAY AROUND THE EARTH.
THE POSTAL TELEGRAPH-CABLE COMPANY (ncomonrny

TRANSMITS AND DELIVERS THE WITHIN TELEGRAM SUBJEC: TO THE FOLLOWING. TERMS AND CONDITIONS:

To guard against mistakes or delays, the sender of a telegram shonld order it REPEATED: that is. telegraphed back to the originating office for
comparison. For this, one-half. the unrepeated felegwarn rate is charged In addition.  Unless otherwise indicated on 13dace, THIS 18 AN UNREPEATED
TELEGRAM AND PAID FOR AS 8 UCH, in consideration whereof it is agreed hetween the sender of the telegram and this Company as follows:

1. 'The Company shall not be liable for'mistkes or delays in the transmission or delivery, or for non-delivery, of any UNREPEATED telegram, beyond the
amount recaived for sending the same; nor for mistakes or delays in the transmission or delivery, or for non-delivery, of any REPEATED telegram, beyond
fifty times_the sum received for sending the same, UNLESS SPROIATLLY VALUED: nor in any case for delays arising from unayeidable interruption in the
working of its lines; NOR POR ERRORS IN CIPHER OR OBSOURE TELEGRAMS. "~ o L { : . 7

2. dnany event the Company shall not be liable for damages for any mistakes or delays fn the transmission or delivery, or for the non-delivery of this
tel 5 Whether ised by the negligence of its SEIVants or otherwise, beyond fifty tines the REPEATED telegram rate, at which amount this telegram, if
sent as a REPEATED megram.-is hereby valued, unless a greater value i8'sfated in writing hereon at the time the telegram {5 offered to the Company for
fransmission, and an adWitional Bum paid or agreed to be paid based on guch value ejual to one-tenth of one per cent. thereof.

8. The Company is bereby, made the agent of the sender, without liability, to forward this telegram over the lines of any other Company when necessary
= to reach its destination. - . ] o . - -

4. Messages will be delivered free within the established free delivery limits of the te'rm‘x_ml office. For delivery at a greater distance a special cliarge will be
imade o cover the cost of such delivery. i s '

5. . No. responsibility regarding messages attaches to this Company nntil the same are presented and accepted at one of its transmitting officest; and if any -
‘ e 18 sent, to such office by one of this Company’s messengers, he acts as the agent of the sender for the purpose of delivering the message and any notice or
ctions regarding it to the O c i office, &

Ompany’s agent in its said offic :
Company shall not be liable for damages or statutory penalties-in any case v ré the claim ie ot presented in witing within sixty daya after the
m?&’mm Company for transmission. : i A . : B
terms nditions shall be binding upon the recefver as well as the sender of this telegram,” :
THIS COMPANY 18 AUTHORIZED TO VARY THE FOREGOING. & -

1 A Y - Ly - ~
' ¢ °  CLARENCE H. MACKAY, PRESIDENT.
€_ARLES C. ADAMS, EDWARD REYNOLDS, VICE-PREST. AND GEl ERAL MANAGER, - © CHARLES P, BRUCH,
- pcz:mﬂpenfr.i R T o . ~ VICE-PRESIDENT.
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I

comparison. For this, one-half the, wiLepen AT s_r(-hmg ition. \amwwise ¢ on ite face, THIS I‘J AN UNREPEATED
TELEGRAM AND PATD FOR AS SUCH, jn conqmera.t.ion whereof it is agreed between the sender of the telegram and this Company as followa :
1. The Company shall not be Hable for mistakes or délays in the transmisgion or delivery, or for nondelivery, of any UNREPEATED teleztam, beyond the
amount. received forny gathe same; noy stakes or delaysin the transmission or <I«]ivery‘ or for nonsdelivery, of any REPEATED telegram, beyond
fifty times the snin reckived for sending the UNLESS SPECIATLY VALUED; nor inany case for delays arising from nnavoidable interruption in the
working of its lines; NOR FOR ERRORS IN CIPHER OR OBSCURE TELEGRAMS.
2. In any event the Company shall not he liable for damages for any mistakes or delays in the transmission or delivery, or for the non-delivery of this
telegramn, whetlier causeds by the negligehce of it§ serdints oﬂbwermse. beyond fifty times the REPEATED telegram rate, at which amounnt this-telegramm, if
sent as a REPEATED telegram, 1§ hereby valued, uifless a greater yalue ls stated in writing hereon at the time the tglegram is offered to the Company for
transmission, and an additional sum paid or agreed to be paid based on such value eqnal to one-tenthh of one per cent. theregf.
8 The Compapy is hexeby made the agent of the semier, without Mability, to forward this telegram over the lines of any ofher Company when necessary
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SOFFICE CORRESPONDENCE pate July 1, 1920,
+o____Governor Strong - iEnd Discount Market Developments

E. R. Kenzel

FROM 2

Early in April, the bill market was very much disturbed by reason of
indications that the Federal Reserve Board, or some of its members, were inclined
to the feeling that bills purchased by Federal reserve banks, bearing the indorse-
ment of member banks, whether taken direct from the indorsers or through dealers,
should be considered as part of the rediscount line of such membérs.

This suggestion came about in the consideration given to the application
of progressive rates of discount. Governor Harding had an informal meeting with
prominent dealers and bankers at our office, who represented to him that if such a
plan were inaugurated, it would effectually kill the discount market, as no member
bank could then consider bills bought in the market strictly liguid assets which they
might dispose of at any time in the market without its affecting their discount
facilities at the reserve bank, and it was the consensus of opinion that under such
conditions, member banks would cease to buy bills in the open market.

Governor Harding thereupon arranged that these gentlemen and others should
visit Washington and discuss the whole matter with the full Board, and delegations
from New York and Boston visited Washington for that purpose very shortly thereafter.

The discussion developed that there was an inclination on the part of some
members of the Board to regard the bankers acceptaﬁce credit as an important element
in inflation and, in fact, rehash all the old arguments that were so thoroughly dis-
cussed in 1914 and 1915.

The time allotted by the Board for discussion

,one morning/was entirely in-

adequate and was consumed in a large part by a monologue by the Comptroller. Feeling
that the outcome was unsatisfactory and that few of the visiting bankers had had an

opportunity to be heard at all, and none at length, Governor Harding invited them to

gubmit their views in writing for the further consideration of the Board, in the form
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FROM

29
of replies to a questionnaire which would be promulgated by the Board. This tﬁey all
agreed to do, and the meeting adjourned.

The development of the questionnaire centered in this bank and was later
adopted and put out by‘the Board, whereupon Mr. Warburg and the Americsn Accéptanoo
Council zot busy and, with the Board's approval, prepared answers to and discussion
of the points raised, which were discussed very fully at a meeting of the Executive
Committee of the Council on May 20, and adopted as the unanimous views of the Council.
These appear in the little pamphlet "Practical Problems in the Development of Bankers *
Acceptances," copy of which is enclosed herewith, and they have been considered by the
Board, who has sanctioned the wide distribution of the pamphlet by-the Acceptance
Council,

I think the danger is over, at least for the present.

A further important development, which will be felt in the market, but relates
more particularly to the operations of Federal reserve banks, is that the governors in
conference have agreed that the support and helpful assistance in the developing and
broadening of the market is a.prgblem of the whole System rather than of a few banks,
and a Committee was appointed at the last conference to prepare recommendatione as to
the procedure by all the banks to this end. Governor Fancher is chairman of the com-
mittee and the other members are Governor Morss and myself. We have had one meeting
and I am now preparing & report for submission to the other members.

It will include recommendstions reflecting in some degree the views of the
American Acceptance Council, which.we all share, with regard to distriet banks' pur-
chases from their members in their own district, urging that they not take from members,
the members' own acceptances, but restrict themselves to the purchase of prime bills
which members will have taken for their investment through the usual channels, and that
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E. R, Kenzel

. A
they buy such bills frsely at all times with the indorsement of the member bankj;
that they exert their influence, each in its own distriect, with their members to
the end that member banks normally will hold for investment, as secondary reserve,

a reasonsble amount of prime bills; that the district banks encourage and assist

in the development of local markets in Federal reserve bank and branch cities,

using their influence and, on oceasion, their funds, £o foster a call money market
or its eguivalent, that would permit local dealers and branches of discount houses
to carry moderate portfolios locally; that each Federal reserve bank should normally
carry a porpfolio of bills purchased in proportion to the total amount held in the
System, relative to their resources, as compared to the resources of the whole Sys-
tem, and that, to -this end, where local purchases do not provide this volume, they
should participate in the purchases of those banks in the larger markets who aequire
in their daily operations an excess of bills over their proportion.

It is the hope of the committee that this wiil have the effect of practi-
cally re-establishing a general distribution, such as we had a few years ago, without
gsetting up a hard and fast rule that any bank, at all times, irrespective of the con-
dition of their own reserve or local conditions, must receive allotmgnts from any
other bank's open market pu;chases; when to pay for them they might have to immediately
rediscount. Both Governor Morss and Governor Fancher felt that they could not get
such an iron-clad commitment as to their own banks past their directors and, therefors,
would not agree to recommend it. .

I am also enclosing copy of the first installment of th;-so—called "Primer"
on Bankers Acceptance Credit, which is published by the Council rather than by the banks.

I assume that you will recognize the voice of Jacob under the hand of Esau.
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b FEDERAL RESERVE BANK

OF NEW YORK

December 16, 1920.
Dear Mr. Strong:

Some of the others have doubtless advised you that we had a delightful visit
here with Mr. Zeilinga.

We had a series of very agreeable and useful conversations with him and more
particularly he discussed with me the subject of refusals of bills drawn under confirmed
credits of American bankers. He told me that they themselves, up to the time that he
left Java, had suffered no inconvenience on this account, and from our own knowledge,
there has been no refusal on any bill remitted by them to us for collection.

The whole subject is a most distressing ome and has been an acute aggravation
in our banking situation since the price of sugars began to decline rapidly in the late
summer. I have gone pretty carefully into the whole matter with Mr. Warburg and Fred Kent
on behalf of thé American Acceptance Council, and am enclosing a copy of an editorial
written for the Acceptance Council Bulletin for last month by Mr. Kent, dealing with the
subject so far as we dared to at that time, and it will be followed up editorially this
month in the light of subsequent developments, since the cases hav; become more numerous
and a number of important court decisions have been given, the most important of which is
that of the Appellate Division, Suéreme Court of this state, written by Justice Greenbaum,

- copy of which I also enclose, in which is affirmed definitely the principle that the con-
tract of letter of credit is distinet from the contract of purchase and sale of the com-
modity.

What happened was that in many cases importers seeking to avoid loss, if not
bankruptecy, through receiving sugars which they had contracted for at_high prices, sought

by injunction to restrain the banks from making payment under the terms of their credits,

most of which were irrevocable, and setting up in such attempts every technical question

in respect to the shipments that they could devise, After the Greenbaum decision and
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FEDERAL RESERVE BANK OF NEW YORK. Doa.._. Benjamin Strong, Esq. 12/16/20.

apparently in the effort to avoid its effects, other tactics were pursued, i. e., seeking
pn enjoin the beneficiaries under eredits from availing of them. A very important case
w;s yesterday deecided adversely to the applicants by Justice Cohalen in the Supreme Court
of this state. The printed record is not.yet available but I am enclosing copy of the
ticker announcement of the decision, which is guite self-explanstory. |

The main difficulty as to imports has been with respedt to sight credits issued
to local customers by interior banks on the faith of which our large banks at the ports,
particularly in New York, issued their sight eredits for the importers. When prices fell
and the local customers of the interior banks were faced with ruin or severe loss, they
sought to escape from their liabilities by obtaining injunctions in their local courts, re-
straining their local banks from honoring the sight bills drawn on them which had been ne-
gotiated by the banks at the ports, who, of course, had the bills as holders in due course
for value.

In many cases, the interior banks, not understanding their qbligation as issuers
of credit, appeared to connive with their local customers in these regards, but also in a
great many cases such local banks were brought to see the error of their ways by their New
York corrsspondents. New Orleans is s sore spot and at least one of the important banks
there appears, from the one side of the story that we have heard, to have placed itself in
a very unenviable position by declining to pay bills drawn under its confirmed credits which
were negotiated by one of our best }ocal institutions who bhad issued its letters to the im-
porters on the faith of the New Orleans letters. The great majority of all of the cases
that have come to my attention have been sight credits, so that the trouble is not to any
material degree coupled up with acoeptahces.

There have been many abuses and sharp practices on thg part of shippers against
our importers and some cases where refusals were absolutely justified and necessary, and
lack of experience and prudence in the issuing of credits and lack of junderstanding of the
nature of the obligations assumed by the issuer of irrevocable credits are at the root of

the whole thing, emphasized and accentuated by the conditions which prevailed in the com-

modity markets before the break in prices.
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FEDERAL RESERVE BANK OF NEW YORK.5.* Benjamin Strong, Esq. 12/ 16/ 20.

I had a most interesting talk just before he sailed a day or so ago on the
Aquitanie with Sir Frederick Huth Jackson, who hopes to see you in London, and I learned
from him that the situation was not entirely unique with us or without precedent, as

even the joint stoeck banks in London'had not sufficiently appreciated the nature of their
obligation under letters or credit and a London High Court had even issued orders designed
to prohibit the payment of an accepted draft. If you have an opportunity, he will, I

am sure, be glad to relate soﬁe of his experiences to you as he did to me, but they are

of such a nature that I should not care to enlarge upon them in correspondence.

Our exporters and banks have been experiencing also great difficulty with respect
to cancellations of confirmed credits issued by banks abroad, available to our customers.
Again, these are generally sight credits. |

Curtis had a case for a client in respect of coal to France, in which, after the
coal was on the water, the correspondent bank here of the foreign bank declined to mske pay-
ment under instructions received from the other side, asserting that tﬁey were acting merely
a8 agents.

I am enclosing a recent newspaper clipping, the statements in which I do not
think are exaggerated. OCurtis advised me that his elient finally compromised the thing in
Paris. I am also enclosing another clipping from tonight's "Post" which refers to the
wholesale cancellations in respect to coal exports and other matters which may interest you.

I have written you the.atnve rather fully believing that you would be interested
in having some definite information at hand while you were on the other side, and trust that
it reaches you in time.

There is one other matter I would like to call to your attention, i. e., the
present status of prominent international firms, such as Balfour, Williamson & Company,

Huth & Company, and others which are established in this country through partnerships with
the English principals. ”
Huth & Company here is, I understand, a partnership between the London firm and

a resident in this country, lir. Sonn, who is not a partner in the London house. I am in-

formed that they have transferred substantial eapital to this country and will make a full
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FEDERAL RESERVE BANK OF NEW YORK........4 . Benjamin Strong, Esg. 12/168/20.
statement to us of the American firm, but prefer that that firm be accredited on the
;xtent of its assets in this country, rather than through their relationship to the
London house, which does not care to make a statement here.

In respect: of Balfour, Williamson & Company, the situation is just about
the same as it was when we had luncheon here with Sir Robert. We have a combined bal-
ance sheet of all of the houses, with the supporting schedules of investments, etc.,
with respect to each house, and a rather informally drawn general guarantee of the London
house in respect of all paper and indebtedness of the American houée, in which we might
be interested, and San Francisco has the same, but we have not separste statements as
to the individual firms in this country and it is explained to us that it is impracticable
to furnish such individual statements. I do not think it is material with us whether we
have statement of the New York firm, which we know employs no assets in this country.

They are not borrowers in this market and their paper which we see consists exclusively of
commercial bills drawn on them against imports of staples which, if they come to us at all,
bear very strong banking indorsements, but in San Franeciseo it is different.

Balfour, Guthrie & Company there are large borrowers, and the San Franeisco bank
feels very strongly that the time is rapidly approaching when they must require a statement
of the San Francisco house or decline the paper. Calkins has been in communication with
me regarding the various asspects of the whole matter and I feel that if you could piek up

- gome definite information regmming%heir present status, it would bs helpful in the whole
situation here. As is usual with these international houses, their combined balance sheets
are always prepared as of a date that is stale. For instance, our last statements,
are a8 of December 31, 1919, but ®were not received until September of this year, so that up
to that date our information was as of December 31, 1918, almo;t two years old.

Calkine feels that it would be the part of wisdom for Balfogr to incorporate in

>

this country their American interests, and since the Gibbs interests have incorporated here
with transfer of capital to this country, I know that Sir Robert has been giving further

thought along that line, and Mr. Blyth, one of the New York partners, is now in London, and
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éas drected to take with him general information as to the appliecation of tax laws,
ete., as to British capital inyested here.

Without burdening you with further details of business, I shall cut this
short, but want to tell you how we all look forward to seeing you again in the office
and how we confidently hope that you will come back in fine fettle and, by not under-
taking to do ten mens' work every day, keep fit.

I have received your very kind messages via Mr. Jay, and your posteard,
whicéh are much appreciated.

With best wishes for & Merry Christmas and a great many very happy New Years,

I am,

Sincerely yours,

Deputy Governor. .

Benjamin Strong, Esqg.,

c/o Morgan, Grenfell & Company,
22 0 Broad Street, E. C. 2,
London, England.

Enes.

P. S. I also enclose copy of Mr. Warburg's annual report, as chairman of the Executive
Committee of the American Acceptance Council, in which he deals rather vigorously with
the subject of defaulted credits but in which he has, perhaps unfortunately, linked it

up with acceptances rather than streesing the point that it is the obligation under the

letter of eredit that controls.
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TICKER ANNOUNCEMENT

Fell in price no bar to contract Justice Cohalen in Supreme
Court denied applieation of 24 suger buyers in Baltimore and other cities
for a court order prohibiting A. H. Lamborn & Company from negotiating
letters of credit obtained on a comtract to deliver = cargo of Java sugar

to the plaintiffs.

Consignment was valued at approximately $1,100,000 and contract
was made for delivery at 22¢ a 1b. shipments to be made by the Steamer
Taiho Maru in August last. Defendants however said they were able to ship
two weeks earlier by the vessel Texas Maru ;ni did so. On arrival of the
gargo consignees refused to acoept delivery. Market price had fallen and
plaintiffs conteﬁdei in their applieation for the injunction that Lamborn
& Company had no right to substitute another vessel for the one named in
the contract.

Justiece Cohslen however held that to enjoin Lamborn & Company from
nsgotiating the letters of eredit received in consequence of the contract

would be in effect making of a new eontract through the court, something the

court did not feel called upon to do, Application was therefore denied.
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(Business at Mints and Assay Offices)

ART. 3. —- ADVANCES ON PARTIAL PAYMENTS ON DEPOSITS.

Sec. 1. In case of deposits, the fineness of which may be readily deter-
mined approximately by inspection, payment may, at the discretion of the super-
intendents of the coinaze mints and the assay office at New York, be made within
10 per cent of their value, or within 2 per cent when already closely determined
by assay and awaiting remelting or reassay for exact determination: PROVIDED,

No partial payment shall be made on a deposit containing less than $5,000 in gold .
or:5,000 ounces of silver.

Sec. 2. In case of deposits of foreign coin of known value where the de-
posit is not less than §1,000,000. an advance of 99% of the value of such deposit
may be made. PROVIDED, that the depositor, a bank of ungquestioned standing, gives

a written guarantee as to the weight, count and value of the gold.
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OFFICE CORRESPONDENCE pare_APril 26, 1025+
To_ M¥r. Case = SussecT. Cubas Its currency and finsnces.
FromE. R. Kenzel I WA L, With respect to proposal to establish branch

of Federal Reserve Bank.

Before 1920, but particularly during that year and subsequently, the project
of establishing a Government bank of issue in Cuba has had serious consideration by
the Cuban Government and foreign banks operating in Cuba, and our Government. The
support of the project by the foreign banks, which are largely American and Canadian,
was lukewarm, particularly the National City Bank, which operates several branches,
has considered that the establishment of a branch of the Federal Reserve Bank of New
York in the Island would be the best thing that could possibly be done in the inter-

ests of banking in the Island. (See George E. Roberts!' letter of August 15, 1921,

addressed to Governor Strong.) Governor Strong's reply, dated April 17, 1921, indi-
satas his general objections to the plan and particularly he states that the law,
under its then present terms, would not permit.‘ He further states that his own opin-
ion has remained unchanged from the beginning "that Cuba should have a central bank
of issue, but that it should be under American supervision," and co ts that "whe-
ther that is feasible or not remains to be seen." He further say I do not believe
in our own bank of issue estgbliehing offices and performing its normal banking
functions outside of continental United States, and especially outside of our own
country; that is, that p of the United States over which we exercise complete

and direct sovereignty.; He refers to some suggestion that we had theretofore made
of a means by which the greatly mutilated and worn out currency in circulation in
Cuba might be retired and fresh supplies issued without in#olving our doing a banking
business in Havana. I have not found in the files any copy of the suggested plan
referred to.

lir. Roberts, replying under date of August 20, states:

"] would not favor the establishment of reserve bank branches around
the world, but, in view of the Platt amendment, which establishes a degree

of control over the finsnces of Cuba, it has occurred to me that possibly
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OFFICE CORRES_PONDENCE Dare_April 26, = 1923
Tolir. Case ' Suesect:_Cuba: Its currency and finaneces

From_E. R, Kepnzed
e

an excuse might be found for the establishment of a branch in Havana, pro-
vided the policy was agreeable to the Cubans, and the Cuban Governmeat would
pass legislation making it the bank of deposit for the Cuban Government.

The branch doubtless would have deposits enough to provide it with capital
for its business there, so that there would be little or no investment of

American funds outside the country."
Incidentally, about that time the National City Bank was invited by the Cuban
Government to confer and recommend banking and financial reforms in the Island.

A memorandum in the files, dated September 28, 1921, unsigned, but apparently

digited by Governor Strong, is as follows:

"lir. Roberts called, and in verbal reply to the inquiry contained in
the attached letter I told him that we would urgently oppose any plan to
have the Federel Reserve Bank of New York open a branch in Cuba, as it would
be an extension to extra territorial administration of the Federal Reserve
System, subject possibly to legislation and control by a foreign country,
which we could not contemplate. I pointed out that if the treaty with
Cuba could be further amended so as, in effect, to write the charter of
a central bank of issue into the treaty, under such terms as would give it
substantially American control and supervision, and the basis for a thor-
oughgoing revision of banking control in Cuba generally, I should regard it
a8 the most satisfactory method of dealing with the Cuban situation.

"He said this thought had not occurred to him. It struck him as excel
lent and said he would see what could be done about it."

Under date of September 29, 1921, letter of lir. Case, addressed to lir. Peabody
advised the action taken by our Executive Committee that day, with the approval ofthe
Federal Reserve Board, in appointing the National City Bank of New York our correspond—
ent and agent in Cuba, with the understanding that no actual transactions would be en- |
gaged in until regulations should have been prescriﬁed by the Federal Reserve Board, and

Zzzztzgcagion for the action, namely, the moral suppért publieity of the appointment
would give in Cuba where the reserve bank is highly regarded. It was hoped that it
would end the runs on the branches in Cuba, bréught about by organized propoganda. It
apparently had that effect.
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To_ ¥r. Case SussecT: Cuba: Its currency and finances =

From_E. R, Kenzel

o

Under date of February 8, 1923, Hr. Case's memorandum to Governor Strong com-
mented on the conversation had with Mr. Dwight Morrow with regard to the question of
supplying Cuba with fit paper money, and Mr. Morrow's inguiry if we had given consid-

erationglo the idea of circulating gold notes on the Island. Governor Strong's reply

ary 19, follows:

"This whole question hinges upon the larger question of whether Cuba shall
have a Cuban Banking or Currency System, or be nursed by the United States
Government or the Federal Reserve System. General Crowdér, Governor Harding
and the Department of State all agree, at last reports, that they should have
their own system. If they fail to adopt one (and one is now pending designed
by Harding) then maybe the American Government might wish to attempt some plan
for introducing clean money. I am positively opposed to our undertaking any
expense, duty or responsibility in the matter unless our Congress directs us to
do so. We are naveriticised for the large services performed gratis for Ameri-
can banks, not to mention the Treasury, andgfpcennot see the logic of doing as
much as is proposed for Cuba, also gratis is is one of Morrow's "happy
thoughts® of which the crop if perennial abundant,"

March 15, 1923, Dr. Burgess' letter the Federal Reserve Boardeaclosed

table showing $97,000,000 currency transferred by this bank to Cuba during the years

| e e —— m— S
1920, 1921,_i§§§~553 through February, 1923, which, with transfers and shipments by
- v__.;“‘_"_"_"_,__‘”‘__.ﬂ_/rv' g o it :"“\‘__ e

other banks, was increased within the period to $101,000,000, as compared with
$16,000,000 received from Cuba, these figures exclusive of direct shipments by the
National City Bank prior to 1923 . Their shipments to Cuba during 1922 were
$,167,000.

Governor Strong, in a letter dated June 13, 1921, addressed to lr. Prather
of the State Department, opposed the idea of a Cuban central bank, noting that the
Gubdns were lacking in skill in banking and currency matters and that.the American
currency circulating the Island in effect eonstituted a loan without interest by Cuba

to the United States.
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The pertinent facts as to Cuba are that the investments of American capital
in the sugar and tobacco industries which were made before 1920 were tremendously
augmented as the result of the crisis following theollapse of sugar prices in
1920 when the Island was reduced from the extreme of prosperity to the opposite

" extreme of adversity. American and Canadian banks operating in the Island had
made very substantial advances to centrals which, following the collapse,‘became
rather permanent investments, so that today American interests control a very large

majority of plantations, centrals, sugar railroads and warehouses. The excessive

imports of the Island during its flush time, many of which were not actually re.
ceived in the Island until after the collapse, were the immediate cause of the great-
est distress through the inability of importers to take up their bills. Important
failurees among the native banks followed quickly and the losses to American shippers
and to the American and Canadian banks whieh resulted were enormous. Inspired by
blackmailing newspapers, runs on the American and Canadian banks which operate
branches not only in Havana but throughout the Island, made it necessary for them
to import very large amounts of Ameriecan currency to meet withdrawals of deposits.
75% of deposits held as cash in vaults was not considered too large for safety.
The only curreney (in addition to gold, whiech quickly went into hiding) is U. S.
currency and its - physical condition quickly becomes deplorable on account of the
unclean habits of the population. The expense of its redeﬁption and repiacement
with new currency has hot been calculated but is sufficient to operate quite ef-
fectively against exporting the old and importing the new.

The difficulties of American banks with respect to collections in the
Island, which are always slow, adds another difficulty and expense in conducting

Digitized for FRAS#de with the Island. The moratorium declared in October, 1920, added materially
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to that difficulty and I underst that severe losses to American shippers resulted

from two causes: one, the reductfon of goods after the moratorium which had deteriorated
during it and through thefts of goods which just disappeared from the wharves and ware-
houses where they were placed on arrival. Also, the practice or law of the Island
which permits delivery by the carrier to the consignee without surrender of shipping
documents caused great loss ié American shippers. Practically the only native bank of
any importance that survived the cataclysm Qas Gelets & Company and that is a Spanish
firm rather than Cuban. lﬁ’

The Cubans, being all mixed blood, more or less black, are regarded by bankers
in the Island as an unstable people, in whom are emphasized the bad qualities of their
origins. '

fThe American banks operating in the Island are: The American Foreign Eanking

b

Corporation, the Bank of Central and South America, the National City Bank ofgﬁew York,
an understand that the First National Bank of Boston is about to establish itself
in the Island. The American Trading Company is also classed as a bank. The Royal Bank
of Canada preceded the American banks and operates many branches throughout the Island,
the Canadian Bank of Commerce and the Bank of Nova Scotia also have branches in Havana.
It would seem that a very great service could be rendered to American as well
as Cuban interests in the Island by the Federal Reserve System if the law would permit
an agency to be established there which could facilitate the 5usiness of collections in
the Island for reserve banks and their members, the redemption of unfit Federal reserve
note issues in the Island, and to maintain there a reserve supply of:currency sufficient

to relieve the American banks there established from the burden of carrying excessive

cash reserves; &lse, it is conceivable that the strong influence of such an agenecy might

correcti g -
i f business as conducted in the
D@MRMﬂxPEQ§E$he effect of xxnxxing %ome of the malpractices o
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Island and establishkng a better relation toward, if not better moral control over,
the finances of the Island, whose securities are held almost entirel} in this country.
Whether or not it would be either safe or desirable for them to rediscount in the
Island is a subject for careful study.

I would suggest that the views of Mr. Albert Straus on the whole pro-

position would probably be as enlightened amd as valuable as any that we could have.

~
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BENJAMIN STRADNG

BREAKERS HOTEL  PALMBEACH FLO
HEAD OFFICE CABLED HOSHINC SHAKE ON FIFTEENTH QUITE STRONG IN VICINITY
TO7EI0 RESULTING TEMPORARY OBSTRUCTIONS TO #RANSPORTATION AND COMMUNCATIp,
FEW CASUALTIES MOSTLY RESULT CONFUSEON DAMAGE IN  GENERAL »
SLIGHT NOT COMPARED  TO SEPT CATASTROPEE BUSINESS CIRCLES NOT
AFFECTED AND STOCK VARKET QUIET HOSHINO ALSO ADVISED CENTER OF DISTURBANCE

ABOUT SIXTY, MILES SOUTH OF TOKIO AND POSSIBLY RESULT SEPT DISTURBANCE
KENZEL
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CONFIDENTIAL MEMORANDUM July 8, 1925.

Tg: B, S.
FROM: E.R.K.
Subject: Failure of Dean, Onativia & Co.

You have probably heard something of the failure of the Stock Exchange
house of Dean, Onativia & Co., which was suspended on Frideay, July 3, with liabili-
ties of about $35,000,000, said to be the largest failure ever made by an Exchange
house,

Their loans in New York were well-margined and those that were sold out
realized very well in & rising market.

The size of their commitments was a surprise to almost everybody and the
fact that it has not disturbed the market at all is probably due to the peculier
position of the house and the nature and occasion for its suspension.

It relates back to Chicago and the effort inaugurated a year ago to combine
the Rosenbaum Grain Company, the Armour Grain Company and others into the Grain Market-
ing Corporation.

The goseip, as I hear it from friends quite conversant with the grain trade
in Chicago, is that the Rosenbasums incorporated their interests and that Dean, Onativia
& Co., which had become somewhat of an issuing house, had underwritten the stock. The
success of this issue if it had advanced in the market might have helped the sale to
the farmers of stock of the Graiﬁ Marketing Corporation.

Then two of the Rosenbaums became partners in Dean, Onativia & Co., contri-
buting as capital 50,000 shares of the Rosenbaum stock es at $50 a share. The effort
of the firm to advance the market so that they could liquidate this block and convert
that capital into cash resulted in their having to support'the market and take in large
amounts of the stock that had previously been placed, so incresasing rather than de-
creasing their position in the stock.

It seems that this stock was borrowed on in Chicago et $50 a share and that
very recently the Chicago banks marked the loan vslue of it down to $5 a share, with

oo i 8 FeEult that bankruptoy proceedings promptly ensued.
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The papers now state that friends, customers and creditors of Dean,
Onativia & Co. will save the firm by putting up $2,500,000, and teke over their
slow assets, including this stock, Simultaneously it is announced that the Grain
Marketing Corporation will be dissolved.

It seems that the Chicago benks loaned the Grain Marketing Corporation
$4,000,000 for one year as working capital, ‘the loans to be repaid prospectively
from the proceeds of sale of the company's sﬁock to the farmers, but the farmers
have not bought, the $4,000,000 obligations maturs on July 28, and the Rosenbaum
interests having received this black eye, it looks as if the effort will be aban-
doned. Various middle-western states, including Illinois and Indisna, have invoked
the operation of their Blue Sky Laws against the sale of Grain Marketing Corporation
stock and it looks as if the jig was up with that venture.

Also off the record I hear that the Grain Marketing Corporation did not
behave very well in the collapse of wheat p;ioes in the spring; that the practical
managers of it, who have long been regarded as speculators, did not remove their
hedges when they sold the farmers'! cash wheat at from $1.40 to $1.60 a bushel, this
resulting in a large short Position on a rising market, and it is hinted in some well
informed quarters that it was through them, in the effort to retrieve their position,
that some rather notorious bear operators were brought intco the picture and that this
was probably brought out in the recent Jardin investigation and is a possible if not
probable explanation of the attitude teken by the Chicago banks in respect of the Dean,
Onativia loans against Rosenbaum stock.

I am attaching for your ready reference two clippings containing the announce-

ments above referred to.
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OFFICE CORRESPONDENCE Date PUgUSt 27, 1926

To_ . . 1 , SUBJECT :

From_Bs H. Kensel

Before the advence in the discount rete st Wew York on August 13,
unindreed 90~day benkers bills were quoted st 3-6/8 - 8-1/27.  These rutes
vere supported by the moderate dem:nd of foreign bank buying znd Federal Re-
serve Bunks teking the shorter mturities frecly. The supply of new bills
w:e modesty call money wie 4 ~ 4-1/2%; time money 4-3/4%; ocommereial psper

4 - 4-1/4 - ¢-1/2% firaing during August as the se=son sdvenced, New York
banke were lending good commercisl customers st 4-1/4 - 4-1/2, Bill deslers
portfolios aversged sround $33,000,000 end they were paying 8-1/2 - $-8/4 for
their moderate money recuirements, None wished to incresse portfolio, and
their generszl desire wes to aveid teking bills unless buyers were in the
market, There wos little bre-dth to the market, snd higher rates were in
view whenever th'e supply of new peper shodd meterielly inerense,

Following the edvence in discount rete, ell money retes firmed
sbout 1/4%. Federal buying retes were sdvanced in two stages 1/4 of 1% for
the sctive meturities. JAnd the earrying rete advanced from 3-1/2 %o 85-3/4%.
Inthe diseount market rates immedistely followed upwsrd so thet the relstion
of the market to Federal rates wes restored, This resulted in deslers quoting
unindoreed @0~dey bille st 8-7/8% bid; offered st 3-83/47 with & tendency to
edvence a further 1/8 or 1/47 ws sessonsl ‘buninou brought inerersed supply.

" The supply hee not increseed as yet for two prineip:l recsons,
i. e., some benks would not sell freely at §-7/8% bills wiich they were accepte
ing, end the cost of credit und discount combined has prevented some mx-
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being dremn where the domestie customer hed the eption of borrowing, For
inetance bank lo:ne et 4~5/4 on grain, cotton, etc,, heve been avellable and
teken rather then coceptsnce eredit which with discount would cost at least
4-7/8 - 5%.

Dietribution h:ze not improved st $-3/4 and deslers expect that
when cotton bills begin tobe drewn in volume that 4% or even a higher rete

will be rejuired to attr: ct generazl buying, Covernment issues do not

cell and time money rates at from 1/2 - 1% sbove 4% does prevent distribution.

Also short Muniecipsls of pretiy feir quality are offered at 4~1/4 - 4~1/27,

It appezre to me that with the undoubted bullish sentiment thet

existe on money, that presently the bill rates will be pushing the 47 discount

rete, tut thet until benk rstes for commodity lorne exceed 5% the volume of
bille will be below the usual seasonal proportion of. bille =& comp:red with
bank loene, . This will heve & tendency to forece rediscounte rether thsn

seles of bille to Reserve Benks, This wes 2 fecture of the Feder:} Rodbnc

Syetem stetement of luguet B8.
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July 20, 1928.

Dear Governor Strong:

I wes delighted to learn from Mr, Harrison upon his recent return after
seeing you of the grest improvement thet you have enjoyed during the past few
weeks, and your letter from Evian on July § wee another welcome evidence of your
recovery.

Mr. Harrison tells me that Dr. Stewart had spoken to him only very
briefly of hie spprehensione over the volume of credit thet Americen banke are
extending for foreign acoccunt and probably does not understand the business that
has been and ie being sccommodated or the trenssotions whioch are permitted under
the Board's new ruling of last autumn.

From my frequent and almost constant contmets with the men who are
doing the bulk of this business, I em convinced that there is very little under-
 taken for foreign traders, mills or industries, without the intervention of for-
elgn banke end the business es it ie done in New York for fereign bsnke is iden-
tiosl with the very large volume of similar business that is being done in London
and also in Perie.

American banks meke aveileble to their foreign bank friends lines of
soceptance credit which the foreign bellis parcel out to their cuetomers, advising
the American bank in each cese that under their errengement they have opened a
eredit in dollers on the American benk in favor of some designeted shipper against
goods to be shipped to a designated customer of the foreign bank. The Americsn
name for these is reimbursement credite end the foreign banks are directly debtors
to the American banks. I believe that more than 90% of credits given by Americen
banks to foreign takers is to bankse.

The new ruling of the Board did not insugurate thie business but it
permitted it to be extended in respect of certain transectione in imported goods
efter they had resohed the country of import. In practice, it applies particularly
to the ssle of American cotton, ex-warehouse or etesmship in Germeny. Before the
ruling slthough meny bille were drawn in such transactione they were ineligible,
now they are eligible providing that the usance of the bille does not exceed the
oredit time customary in the trade. You will recall that the Reserve Act us
originally draefted specifiocally permitted finencing movements of goods between the
United States snd foreign countries and between twe foreign countriees snd we heve
always regarded as eligible aleso bills secured by steple goods stored in foreign
countries.

I am quoting below the moet recent figures mssembled by the American
Aoceptence Couneil on the volume of bills outstending at the end of June 30 last,
compared with the previocus month and the year previcus:

Totals & year ago were §751,000,000
At the end of June, $1,0826,000,000

The classification sccording to the nature of the businese shows that compared with

igitized for FRASER
tp://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis




- July 20, 1928.

& year ego import credite have increzsed $86,000,000, export credits have in-

creased $89,000,000 and in this classificetion is included credits given for the
purchase of cotton by spinners in Germany from stocks of cotton held in Germany.

The domestic storsge credits have inoreased 217,000,000, doller exchange

$7,000,000 and the largest increase, i. e., §114,000,000 wes in oredite based on
goods stored in or ehipped between foreign countries. This includes credite to
American cotton houses thet carry lerge supplies of cotton sbroad, end also &

great variety of goods moving between foreign countries. Prindipal among these

sre Swedish ofe going inta the Rubr distriet, coffee from Brazil to France, copper
from Chile to all of Burope, the export of Swedish matches in world trade, lumber

end oellulose from Finland and Scendinavign countries to Englena and other Turopean
countries. I hsve been informed repestedly by prominent Evglish bsnkerse, includ-
ing the Barings, Schroder, Huth and Seamuels, thet they have siwaye done these types
of transsctions snd thet it was regerded ae entirely desirasble thet they should ex- 3
tend British oredit in the movement of goode of British origin or ownership through
every channel of trade in foreign countries up to but not including comsumerse' credit.
De Neuflize hes told we that before the war French bankere did & good deal of foreign
finasneing of the same sort snd I have understood from the many conversstions With our
recent vieitors from the Bank of France that suech bille were eligible for discount

et the Bsnk of France. 4

From the very importent sampling whiech our purchases for the System ase-
count end for foreign clients gives ue the opportunity to make, the bille which we
have recently tsken have been prinelipslly in the following transections: exports of
cotton, storsge of tobscco, importe of silk, imports of coffee and storege of suger.

The domiciled bills discrimineted sgainet by the Benk of England and by
the Bank of Frence I have understood %o be bills asecepted in sterling or franes by
foreign benks or merchants who generslly kept no considersble aseete in Englend or
France and who would have to be sued abroad in esse of trouble.

The big compleint in New York on the part of the banke is the competition

on the part of the London cleering banks for the reimbursement credit business of

; the strong German and other forelgn banks, the competitien teking the form of cutting

/| aceeptence commissions way below the 1¥ per snnum regerded by Americen bshlse se &
proper minimum., The Widland Benk has been the worst competitor in this regard.
(uite recently, on esccount of the higher discount rate in New York, a little businese
haes been going to London and some to France, but in ell of the cases I have heard
the tekere of eredit in thie transfered busineses have beem Amsriocan shippers. Also
recently there have been considerable amounts of old time finence bills drawn by
fmericsn benks snd firme on London snd Psris. 4 good desl of thie hae been just plain
borrowing but some has been joint zeccount to permit the foreign banks snd firms to
take advantage of the higher interest rates here. WMuch of that money has been loaned
on the Stock Exchange, as it used to be years ego. American banks with foreign
brenches have drawn quite headly at ninety deye on those branches snd the bills are
diseounted in Paris and Londoa.

Our two French friends, Mesers. Provot and Guitard, sailed for home, the
former about the middie of June and Guitard last week, and two more from the Bank of
France, Heesrs. Rousseau snd Guerin, are due here on the 26th for a study period of
three months.

I should be glad to geo over this sutumn or any time if I could be of esesist-
ance to the Bank of Frence in setting up & more important money snd discount market
there. From conversations thet I have had with Messrs. hmm Relet, I judge
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that they are snxious to encourage the granting of a substantiel smount of
foreign commerciel credits by French banks and bankers znd to make the Paris
discount market much more importsant. The difficulty eo far as thie program
would apply to American tskers of oredit lies in the limited lines granted
by French acceptors, 500,000 te 1,000,000 france seems to be about thelr
limit and that doesn't go far with a cotton shipper like Anderecn & Clayton.

I shell be glad to discuss these effairs more fully with you whea
you return and in the meantime I will have some more definite figures lined
up as to what our more prominent scceptors are doing fer foreign clients,

Sincerely yours, |

E. R. XENZEL.

Benj. Strong, Eeq.,

¢/o Messre. Yorgan'® Companyy .
i4 Plece Vendome,

Parie, Frence.

ERY/VEE
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AMERICAN ACCEPTANCE COUNCIL

Monthly Acceptance Survey, Advance Report

June 30, 1928 May 51, 1928 June 30, 1927

Imports $329, 488, 311 $317,929,635 4298, 902, 2909
Exports 860,682,829 383, 362,435 261,412,058
Domestic Shipments T 19,898,724 18,910,222 19,288,513
Domestic Warehouse credits 117,277,478 188,114,546 100,065,661
Dollar Exchange 25, 204, 602 25,434,516 18,684, 602
Based on goeods steored in or

shipped between foreign

countries 178,615, 356 161,963,822 57,972,055
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MR. EDWIN R. KENZEL

Mr. Edwin R. Kenzel died on August 9, 1933. He had gone
to St. Andrews, New Brunswick, to spend his vacation and the
end came suddenly soon after his arrival.

Mr. Kenzel had been associated with the Federal Reserve Bank
throughout its entire history. He joined the staff as Assistant
Cashier in November, 1914, and was its first appointive Officer.
Later he was made Controller of Investments, and in 1920 he
was made Deputy Governor, which position he held at the time '
of his death. Prior to his association with the Federal Reserve
Bank, he had been a member of the staff of the Chemical Na-
tional Bank. He was in charge of acceptance operations at the
Federal Reserve Bank. Mr. Kenzel was a member of the Ameri-
can Acceptance Council, and he was a pioneer in the develop-
ment of the acceptance market in this country.

Because of his position in the Federal Reserve Bank, a"nd

because of his knowledge' of investments, he was widely known
to the bankers of New York City, whose esteem and respect were
a sincere tribute to his character and ability. His home was in
New Rochelle, where he was senior warden in St. Paul’s Episcopal
Church. He was fond of golf and was a member of the Green
Meadow Country Club of Harrison, N. Y. He was also interested
in painting and was a member of the Salmagundi Club in New
York City.

The Federal Reserve Club has lost a valued friend. Mr. Kenzel
always stood ready to aid the Club by advice and help, and the
officials of the Systematic Fund particularly owe much to his
knowledge of investments. No move was made without consult-
ing him, and his advice, based on sound judgment and knowledge,
was always of the best. y ‘

To Mrs. Kenzel the Federal Reserve Club extends its deepest
sympathy.






