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O . FIDERAL RESERVE BANY OF 2AN FRANCISCO

September 14,1916

Fedaral Poeorve Bank of New York,
Bew York City,

Dear Sirss

Acknowlsdiging racelrt of your telesgrax of September 13th, as fallus@

"¥o dreire te withuold frosm vour balance in
sottling through the Gold Pund to-day four
zillion deollare. Exchangs rsceived from
Faderal Ressrve Banks haa-gCcumulatsd eo
rapidly as to glve us eoxcess of silver and
lagale. Planse instruct the Board te wmith

hold thio amount.® :
w2 wired you on tho same deste,

"Complying #ith your wirs teguesting withe.
helding four million from settlement to-day®

shiech we bey to confirm,

Come tize age a somswhat lengthy correscondence w.e exchanged betwsen
this tank and ths Fad_zra]j}'iesmrva B‘anx of Hew York regarding "telegraphic trans=
fore™ and "iransfor charges™ the conglusicn of which appssred to us to be an
i@ieuion on your part that ocur contentiom, which was that the torms of such
trensfers should bs dstsrminmed by the Fedsral Reserve Bamk wi4x whigh thay
origpinated, that 4e, follew tho practice which has ling obtained szong bgnke

instend of radicslly departiers froz it ae you appearsd o propowd, wwe corrsct,

and your position untematle. ¥s have, howevaer, not boen advisod tat ymi

kad recedsd fro: this position, OQur proposed course would in svsry eau_‘ have
provided you with gold t¢ depoait for your cradit with the Cold Ssttlesent

Fued, theraby enadling you to moet settlesents in our fxvor im every instance.
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It is safe to say that all other iransactions batessn this Bank and
the Foder=l Ressrve Bank of New York, sush s your purch se for us of invsstments,
Sollsction of msturing psper, and trausactions incident to the chssk collection
Plan spproximately "sash® and that conssguently crodit bnlanges arising from
tranafers elthor by wire or by draft are sll that you havs t§ moet.

Your position w:& that you refussd to take payment in gold coveriag
telegraphie transfers ond 414 take for colleetion d;ﬁitn which spparently wera
only cellectible in funds mot available for the suryesa of tha Gold Sett;sment
Tund ,

Yeur telegras above quoted ohows that at this time thie courss has ro=
sulted in your fimding it necessary %o withhold froz ssttlesment Yalances dug
this dank. It appears tc us to be sxiremely fortunate that this situation has
arisen »at a tims when its effests will work no serious hardship and cmuse no
sstious disturbomce, for w: bslisve that it Eay be conzervatively said to bo the
most serious and potentilally dangsrous ditustion whieh has arisen during the
epsration of ihe Federal Reserve Banks.

Hsaber bsulkps in this district have at all times large excess balances
With banks in Central Reserve Cities, ﬁ&r&iﬁularly in Bew York, these balanca2u
@t this tisme Being probably larger than any heretofore so held. . It ls obvicus
that i¢ in an scute or evan threatening situation wa wers ashkod to make such trange
fers and were obliged to zive the snessr eentsiss’ in yeur tealegram, it would
take about 22 lomg to procipitate & sorious erisis 29 4t would taks to oand
telegrass acroes ths continent. _

It may b: eaid that our situation differs from the other ?aaoful Raserve
Banka, in thet =¢ deal in geld, but it would appsar to us that that being - the cfku,
80 long as wo undsrtake to supply you with gold for that purpese, thers ekivuld !
be no delay whatever in meetisg settlement of our balances through the Gold

Settlswent Fund.
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1P tuis situstion is due to & dofdet inhsrest ia the system, it should

/
*be rocanlue snd, 17 within the remge of poseibdility, remedled st the esrliast

: mat. - It cannct be adegustely uscunod fros the ;w&nt of wisw ef consider-

stion of the so-c¢ulied trausfer cherges iavolved, belng mh tos serious to be

" dstermined or even influenced by euch an iusigaificent item, and we are not

ss:erimsiy concerned with the gquastion a8 te who should sscure tha benelil of that
charge, except that the iamposition & that charge By you effectively praciudos ue
from effectiug tramsactions eof this zharscter in goid.

%2 trust that you will not zeed assurance that this discussion doss

‘not arise fro: any snnoyancs due to your request , with whick we are glad te

courly im thle instange, but Bew York Being “he hul, shen the axis stops, it ia
inevitable that the p&r&pﬁm dhouid oxpeﬂ;nce & disturbing jolt.
' Yeurs vary truly,

Jno. U, Calkins

Deputy Covarnor
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DRAFT OF LETTER RE
FRENCH INDUSTRIAL CREDIT OF NOV. 11, 1916.

We are informed that on the 16th instant the French industrial
credit of November 11, 1916, for §50,000,000 will be availed of by the ac-
ceptance on that day of bills aggregating the total amount of the credit.

This is the credit which it was originally ann_ounced would probab-
ly be for $100,000,000 and regarding which, in view of this announcement,
the Pederal Reserve Board telegrarhed to Federal reserve banks under date
of October 23, 1916, recommending that Federal reserve banks should not
acquire beyond 5. conservative amount acceptances drawn under long renewal
credits. ‘

Shortly after that date officers of this bank conferred with the
Federal Reserve Board, as a result of which ghe Board wrote to each of the
Federal reserve agents under date of October 31, 1916, giving a further
outline of the policy of the Board in this regard, 1In view of this letter
we understand that the Board does not object to the purchasing in conserva-
tive amounts of acceptances drawn under this credit by any Federal reserve
banic desiring to make such investment.

We have considered the terms of the credit, which are substantially
the same as other renewal export credits, bills drawn under which we have
purchased from time to time during the last year and a half, and we expect
to purchase in moderate amounts eligible bills drawn under this new credit
when they are offered in this market (provided that we are in the market at ' ;
that time for bills) the same as we have purchased bills drawn under Iz;revious‘q
export credits containing renewal clauses. -‘

Among the bills allotted to you in your participations in our pur-

chases from time to time have been Dbils dr“munder previous renswal Qredits,t
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and we would ask you to advise us promptly as to what allotment you desire
from our purchases of bills drawn under the"French Industrial Credit of
November 11, 1916."

For your further information in regard to this credit, we enclose
herewith a copy of the credit agreement and a 1list of the acceptors which we

have received for your confidential use.
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Jamuary 12, 1917,

John U, Calkins, Bsq.,
Deputy Governor, Federal Reserve 3ank of fan Fransisgo,
fan Freameisoo, Csal.

w dear idr, Calkins:
: We are in reseipt of your telegram of the 1lth instant readinmg as
follows: .

“We will have no conversion 3s to offer
through committee this guarter stop Desire say
£500,000 per day until further notice distribut
member and mommember bills at not less than 2 3
with daily wire advice of purchase stop BSon:
be shipped from Washington to you will be regi
ed bonds we cover imsursuce.”

R

;5

I have noted the Mmsmmmmmnmasmtﬁe
committes, and understand from the last part of your telegram that you will not
require us to obtain imsurance on any shipment of the 1,000,000 of bonds re-
garding which you wired us on the 10th instant,

In regard to your request to purchase {500,000 of bills for you daily
until further notice, I enclose confirmation of our wire toeday advising that
in partiel compliance with your reguest we had purchased for your asscount for

. dslivery on londay bills aggregating 420,000,

As indicated in our telegram, the market is at mnﬁt pustiuuy_
eleaned out of eligible bills. Ineligibles have also sold in remarkable
volume, One of the most active dealers advised me yesterday that thelir entire
portfolio comsisted of only 560,000 of bills running beyond 90 days, sud all
dealers report to us that the market for bills has brosdemed wonderfully, with

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



2 John Us m' m’, 1/18/1,.

. demands and inquiries from both local and out-of-town institutions increasing as
hwmmm.mwmhucub&umug-mtumw
thal?'lwmmumt.Manhm.atatmmam
side money conditions ave casier. This is exastly the situation that we sought
‘to bring about when we incressed our rates, and ouwr action in so doing has had
mg&mwummmemmmmu;tﬂoum
of the Federal Reserve Doard; and it nmow seems to ue that it would be better
for the future development of the open market if we maintained rates at least
oqual to, if not slightly above, the open market, It is not, however, im-.
‘probable that within the next week or two, if conditions remain about as they
are at preseat, we shall reduce our rates from the present levels in order %o
attrast bills in larger volume than we are now getting them,

You will Wi}ts. i am sure, the futility of owr withholding fro=m
general purchases for a0ooust of ourseives and $he ether Feloral reserve besks
'ltnnuummmmtmmchmbMGfblu:atorhl;'
the market (and purchases such as you request, say, of half a million dollars
otunta.hymlmnom.nnmm‘ms).m,dy,thstothor
Federal reserve bauks might deem it unfair for us to wake such purchsses below
mummmmmummmx,mw£wmuym
the interests of the other bamks, We, however, w: appreciate the
grest distance which separates your institution from FNew York, the different
conditions that might obtain in those two dfstricts and the difficulty that
mmmhMamflnmtnlwuw-ﬂmem-
b e S T Te Matet, 208 9 felt Justiiel tn sumesting Vet yeu
advise us if you desired us to make some special purchases for your account,
but feeling that in so doing we were msking an exception to meet a peculiadr
condition temporarily existing, and that, if you reyuested special purcluses
at this time it would be for moderate amounts,
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3 John U, Calkine, Esg., 1/12/7,

mmmwmmwummmmmmm
coming in on Mondsy, snd will endeavor to meke some further special purchases
-Mymmtuu-yvltmtq’nﬂngubmﬂmtmmbﬂh
‘mthsm-mt.‘nttmtwmﬂuuuﬁnthhnmwmd

by no means & precedent,

Very truly yours,

Lssistant Cashier,

ERE/PE

ing,
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June 27, 1922

Benj. Strong, Esguire, '
Governor, Federal Reserve Bank of New York,
New York City.

My dear Governor Strong:

I am wondering whether yot/Egyﬁ»had an opportunity
to discuss the subject of your letter of May 31st with
Comptroller Crissinger. This refers to the undecided Question

1 .

as to whether we will continue to pay for reports of examination

of nationzl banks as heretofore.

Yours very truly,

ZC '
Gover;::J(«ﬂA/k\\\\
/.

LTUC'L
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FEDERAL RESERVE BA

oF SaAN FrRaNCISCO

June 3, 1924

Benjamin Strong, Esquire,
Governor, Federal Reserve Bank of New York,
New York City.

My aear Governor Strongs:

Will you be kind enough to advise me what action
you have taken, or what action you propose to take, regard=
ing the subject of the Comptrollér's letter of May 10, 1924,
that is, the Federal Reserve Banke paying the Comptroller

$10,instead of $4.50,for copies of examiners' reports?

Yours very truly,

(ke blq)R¥
S5
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FEDERAL RESERVE BANK

oF SAN FRANCISCO

March 17, 1925
Confidential

My dear Govermor Strongs

Please accept my thamks for your letter of
March 6, 1925, discussing the considerations which
led to the recent increase in rediscount rate by
your bsnk from three to three nnd ome-hzlf per cent.

Obviously, it is gratuitous for me to say,

but it appears that conditions justified the action -

$

teken,
Please accept my thanks.

With kind regerds, I =m

Yours

Benjamin Strong, Esq.,
Federal Reserve Bank of New York,
New York City.
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FEDERAL RESERVE BANK

OF SAN FrRANCISCO

September 1, 1925
' Nqﬁatv:o
8EP 8
X ,UC [ var 18 U" g
Mr. Benjamin Stro

Governor, Federal eserve Bank of New York,

Dear Governor Strong:

Z You will recell that at the last Governors!'
Conference we agreed to extend the privilege of issuing
Exchange Drafts to $50,000.

In reaching our conclusions, you will remember
it was felt that some discretion should be exercised in
granting thie privilege to member banks. If discretion is
to be used, it will naturally =spply to granting permission
in one case and refusing it in another. For instance: Per-
mission would not be granted to banks which cannot be regard-
ed as trustworthy in the matter of prompiness to notify Feder-
el Reserve Banks of their drawings and to make provision of
funds to be impounded to retire the draftes on presentation.

Thies bank has received quite a number of appli-
cations for permission to issue Exchange Drafts, in some in-
stences from institutions which are not in sound finzncial
condition. Experience has quite well sstablished the belief
that banks in unsound condition are credit risks, regardless
almost of the nature of the transaction involved.” The fact
that immediate crsdit and availability is given for Exchange
Drafts, which may be in the mail five or six 'days before
reaching the drawee Federal Reserve Bank, raises the question
of eredit granting; and it causes some feeling of disquiet to
approve an application when the prospective drawer is in an
extended condition.

Before acting upon these applications we should 1
like to receive an expression of your experiemce in reviewing * ;
applications and generally the elements you are taking into ; A
consideration in granting approval or in dieapproving them. ‘

Yours veyy truly,

il @Mé«x/o

Governor.
(Governor left before this was ready for signature).

Federal Reserve Bank of St. Louis
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September 14, 1921.
Desar Governor Calkins: ‘

You will recsll that about two years ago we had sowe correspondence in
regard to the work of the Hational Budget Committee. ‘ Ia part, at least, passage
of the budget legislation by the Comgresss was due to the work cenducted by that
committee. How that the basis of the budget system hae been adopted by Congress,
our organization is endeavoring to erystallize pﬂblie. sentiment for the support
of the program of ;oiomnﬁnt economy and thereby to insure permansnt euccess for
the new national budget syetenm.

e are uoilmtmd this work by selecting, so far as possible,
bankers to accept active chairmanships in various of the more important cities;
simply to carry on work which will be laid sut for them by the national coamittes.
The scope of the work is described in the emclosed wemorandum.

Can you suggest representative men, preferably bankers, whe might be
willing to accept such appointments in the citiss of Los Angeles, Oakland, I’art.’l&d,ﬁgﬁ
San Francisco, Salt Lake City, Sesttle and Spokane.

~ At the present time I chall only ask you to suggest names, but later on
poseibly you would be willing to communicate with them directly and further our
object of having them sccept theee appointments. ' |

If for say reagon you- think it unwise to make these suggestions, will you
not write me guite frankly sad, if you are willing to do so, give me yeur reasons,

#ith best regards, and thanking you very cordially, I aam, 4 7

Yours very truly, i
John U, Oalkins, Esq.,

Governor, Pederal Reserve Bank of San Franciseo,
8an Francisco, Cal.
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TEL. D. 4 i‘

DUPLICATE

FEDERAL RESERVE BANK OF NEW YORK

PRIVATE WIRE—OUTGOING . . =
WAS/MK - ;

Pebruary 9, 1920,

Day
Depaty Governor

San Franeisco, California,

Governor Strong tells me yan are undertaking to arrange passage to Japan during
April for his party of three FPlease keep me advised of your progress and let

me know if we can assist by obtaining help of Agemcy Bamk of Japan here

Case
Deputy Governor.

C Pr Wire.
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FEDERAL RESERVE BANK
NEW YQRK
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TEL. D. 1

FEDERAL RESERVE BANK OF NEW YORK

TELEGRAM

19

Departments

d By
TR Interested

Checked by

Code used....c.cc.ene. R

Qs s h - _—‘\?\
3 [ / .
PRIVATE WIRE—INCOMING : 21/ &
A ) i g V%)
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correspondence with Governor

2 m : 1 3 Y
Orient 4ravel is wvery heavy and have been un

the Korea Maru waich boat

Jepeanese line on
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regserved and this morning I weas tolc

Jupen connections use influence
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irty It
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rosorved mmmlmmﬁﬁhm If you can thwough your
best cosemodstions I have boan able 40 arFangy aYe on the Chine il Steanship

for Governar Stveng end accomuodstions for two persens 1n sdjoining c:bin vhieh
| M:Mmummnmmum I you em
| ueing prossure to becr ad got o deluw cobin an Sayo Hscn Eelshe Linor Fors
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i "WTQ.A‘(!}‘ 1019, W
| FEDERAL RESERVE BANK OF NEW YORK =
- PRIVATE WIRE—OUTGOING i

Day '
Depaty Govermor, San Froncisce, Califommia,

I am informed by Agency Beuk of Jupem here thot San Frenciseo office of Yokohamn
Specie Buxmk hos succeeded in obtaining for Govermor Strong snd party reservation

off deluze ocbin on the KOREA MARU which I wnderstomd is scheduled to sail Harch 50
Would suggest that you commmicete with both Yokohems Specle Bunk and Gowernor Strong

conserning this veservetion keeping me infoxued as to developments
Deputy Governor.

a

Charge Frivate Wire,
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LFROBERAL KESERVE DANK
OF NEW YORK
Prepared by............ Departments
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TEL. B. 1
: PRIVATE WIRE—INCOMING
1f pf SenFrancisco Feb 10-20 255p
Case_—"
NY
Heve just been zble {0 get satisfactory accommodetions on Korea
Meru for Gov Strong. Mot necessary thet you take matter up with
Bank of Japan agent. N
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TELEGRAM SENT OVER LEASED WIRE
_.oM FEDERAL RESERVE BANK OF SAN FRANCISCO

T®  Cass, ' DATE  pPebggary 11th, 1920

Federzl Reserve Bank,

NEW YORK

Telegrsm received regarding sceommodztions Geverner Strong.

Yosterday commmicate? with Covernor Sirong indicating that thess

acconmodations had been sscured, and this morning received reply thy

Steamship "HILE.¥

DAY

-

TINFIRMATION
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'WE CONFIRM OUR TELEGRAM AS ABOVE:

DEPUTY GOVERNOR
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PURCONAL ATD CORFIDENTIAL. Mareh 6, 1919,

My dear Governor Ljneh; .

For some time I have been interested with some friends in a study of some
of the problems " our national financial system ani particularly to the possiblli-
ties of a reform morement which might result 1li the establishment of a sdientifie
plan for a Pederal budget. The need for this has been made apparant to me during the
past two years and as a result of contact with the financial machinery in "ashington.
Some of my friemds.believe the time is now opportune for a general attempt to inter-

est the people'df the country in national financial reform,

The campaign for saviug, thrift and senaible epending, incident to the flo=-

tation of Government loans has put many of our people in a receptive mood for further
'suggestions in these matters. The natilonzl d?bt mast be radneed and car only be ve-
duced if both individuals and the Government practice scnsible spending. 1t is
particularly true with the Govermment but camnot be made possible until scientific
machinery is installed to accomplish it.

Students of this subject seem 0 be in general agreement that a scientifiec
budget system is the only solution. To persuade our people that such a system should
be installed, a nonpartisan organization should be ﬁuilt up and a wise and sane campaign
of publicity inaugurated. It is a plan of that sort in which some of my friends are
interested with a view to activity after the next loan is placed. In thHe meantime,
steps must be taken to prepare the publicity, and the personnel of the orgéni;ation
must be developed in advance. ) : a

It is, of course, out of the gquestion to utilize the Liberty Loan orgahiza-
tions as such for an enterprise of this character. 1t does not, ‘Howwer, seem im-
proper for me to ask you if in your experience with the Liberty Loan, War favings, or

other organizations in connection with the war, you have some in contact with indivi-
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be qualified for service in such an organization and who would do so0 as a matter of
public duty. What is first needed is a representative in every state, competent te
take charge of the movement and direct it in the State. He should have qualifications
to ensble him to become a leader of the State movement, some ability as ap organizer,
should be public spirited, able to grasp the subject and willing to study it, and
should be regarded locally as without political prejudice or purpose, and have the
confidence in general of the people of the State.

In addition to state directors, similar organizers must Le appointed in the

various counties and principal cities.

I shall be gresatly indebted to you if you can let me have sugge stions and

names of men in your district for this work without, however, mentioning the matter

to them. You may knew them well enough to make definite recommendations not only
«because you came in contact with them in Liberty Loan matters, but other publie

spirited activities with wiich you are acquu¥nted ar gormegtad,
’1 i

)
\
i\

greatful for your assistance. At our meeting in Washington on the 20th I hope ‘é

This is a mutter in which I have a strong personal interest and will be

have an opportunity to refer to this matter more specifically.

Sincerely yours, e

W

g X

\‘,. V\C

. 1 &‘
Governor. ‘ ! ik
. ‘ iy a
James ¥. Lynch, Esqe, : h
Governor, Pederal Reserve bank of San Francisce, o |
g4n Francisce, Galifernia. : N - \ i
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April 3, 1919,

Dear ir, Lynch:

I am anxious to get suggestions from you as to some one to do some work
in the 5tate of Tashington in connection with a propesal now being shaped for
Federal legislation designed to establish a financial budget for our Govermment.

The work required will not be very onerous, but it will nsed the services

of & man who can developr an organization for the purposs of some little sdusational

and publiicity work to bring about a better understanding of this subject. It will

be netessary to raice a emall amount of money, and, gemerally, to carry out the

program which will be lzid out by the organization at the New York Headauarters.

4
it needs the services of a man who is interested in the sconomic aspects

of the Govermment'a finance, and who is sufrficiently interested in the subject to

[+7]

be willing to devote some time and energy o bringing about an improvement, 1t

would be preferable to have some onme who would be capable of making an occasional
address on this subjeat, and who would be willing himself to study and understand
it by an exemination of literature which will later be furnishad.

I will greatly appreciate auy help you can give mg in this connection,
by suggesting anyone you think gould undertake this work succesafully,

Faithfully yours,

James ¥, Lynch, 328q.,
Governor, federal Reserve Bank of 3an Francisco,
San Prancisco, California.
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