7 / Pebmuary 10, 1913,
Dear Pred:

‘ 1 vead the memorandum of February 3rd sbout your Department with a good
deal of interest -- so mmch interest, im fact, that I hope you will write me now
and then and tell me just what is doing. I guess you realize that letter-writing,

- when on a vacation, cemes a bit hard, but thanks to Jim Drake I am able to take a
day or two each week and clean up mail, and I rotate through the Vice-Presidemts,

‘making one letter do the service of six.

o
Iwishymmmnn Dan and Willlam that sentiment down here seems %o
be rather umeertain in regard to the outcome of things in Mexleco. mawm
if the newspaper reports are to be relied upon, indicates the possi
! soration of the Diaz regime, possibly with policies modified to meet chanmged condi-
J tioms singe the revelutionary - has had a whack at governmental manage-
ment, On the whole, it m uamammuu;qmamu&hm

have an opportunity to observe thiaga there at close range seem to &mtﬂm
form of imberventicn or megotiation on the part of cur Govermment is imevitabls.

i It might be well %o bear this in mind in commgetion with such interests as we have
} \ down there.
il Also, please tell Dan that Pop wrote me in regard to his American |
il Bank Note Company deal, giving the terms, which are certainly first-class. He ought |
to be 2ble to turn some of those mnotes over at a handsome profit. :
The last maturity report that Mr. Thorne sent me February 3rd shows: |
July maturities  $2,000,000,
q September ™ 550,000,
| October " 535,000,
I
g I want to see thess increased, even if we have to sell some of cur notes. The only
il guestion is -- when $0 begin putting cut momey for that maturity -~ and as to that,
1 of course, 1 will have to rely upon your discretion. I hope you will take the first
il opportunity to submit a maturity statement to tho Executive Gomu:too and get their
il views.
# Please g!ve my best regards to all the boyse 3
i Very truly yours, .
s/B
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Pebruary 17, 1913.

Dear Fred:

Thank you fuyawmﬂmof the 11th, and the anclosed account
of Judge Holt's decision in the bill-of-lading case. I felt a good deal of

~ doubt about the outeoms of that litigation, which is mmch inoreased by Judge
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Holt's decision. As you kmow, I have always agrsed with you in your theory
thstabulummm“wwply-andtfmumﬁmu
mwmmm-—vpéatm;mmexmcmmummlmum‘
maker., Some time, ask Mr. Fay to send yon the record of the case of the

Clinton Natiomal Bank vs. the FNational Park Bamk of New York, im which the
Court of Appeals unanimously upheld the decisiom of the Appeldgbe Division
end in which I believe the law was established in Wew York as to the

method #hich mrevails in making collateral loans, There may be something iIn
‘that case which bears on this comtroversy. I hepe you have a chamee to go
over $hd resord with Mr. Gudhrie and give him your owm views. '

Glad to learn that yon made the’ turm om Sterling, If I am not mis-
tn.m,tmminmmtahapdmwmzﬂwhmmmﬂﬂa
year, and I hope Dam so arranges our money that you can have all you can
safely use in your Departmemt, zmammamsmwum,
as your funds are likely more available for use in the fall., I
awaiting with a good deal of intersst a telegram telling how last year's
business made out in your Department. S8né me 2 memorandum from time to tm.
as I read them with mach inferest.

g,
g,.

With best roga,rdp. and hoping that you ars not working too hard,
; Sinceraly yours, '

s/m




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

Pebruary 20, 1913.

Mr, Fred I. Keub,
Bankers Truset G@mpany,
Hew York, ¥. Y.
Dear Fred:
I have just received yours of the

15¢h, and now haWe the agreement and the rules

covering the Pension Pumd matter, which I will

read over carefully tonight, IMuch obliged

to you for sending it. Am looking forward to

receiving the letter you memtioned, next week,

and won't write you fully wntil I have it.
With kindest regards, |

Sinoerely yours,

s/B




Pebruary 2§, 1913.

Dear Tred:

g : Your memorandum of the 19th is received, and
27 ' I have read it with a great deal of inmterest., Glad
' ‘ to hear of the new Cuban business, all of which is
in the right directiom,

I am particularly delighted with the showing
made by the Foreign Exchangs Department this year, as
I wired youe I share the feeling of the other members
» of our Executive Committee that this 1s all ground work
. ;| dei-awﬁMWMfurﬁeru--

pansion.
3

Sorry %o hear about Om»'s e¢old, and hope by
this time he 1s around all right againe

There is nothing in the yellow jJournal accounts
of the Pension Tund that disturbs me in the slightest.
Wo are simply giving some regard to ocur responsibility
toward the mamnin the office, and in the long run the .
Company and the men will be Bemefited by our policy.

The last forty eight hours we have had a record
rain fall ia this disbrict, which has been received
with great rejolcing, because it was much meeded. We
all keep well and are still emjoying a restful and
guiet holiday.

With best regirds to the boyse,
Sincerely yours,

8/p
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March 3, 1913.

{ My dear Fred: :
A few busy daysm caused mail to accummlate, and I now have
yours of the 2lst and 24th, with enclosuress

In regard to the Foreigh Department, I am more than satisfied
with the results, and Februsry is a good month to turn the profits into
the Company. This year will be better than the last, and so on, until
we have our full share of the business. ( :

Don't hesitate to urge upon Dan the mecessity of making provision
for parchases of bills mext fall. Thers aretlwe reasons for this, In
the first place, I believe that after the emce of last fall, some

’ of our competitors will be chary about making anticipatory commi tmente
and we will have a fairly open merket, which is what we want, In the
second place, I believe we will be able to parchase bills next fall at
profitable mmif we have the momey to use in that directiom. In the
third place, I would 1ike to see the Bamkers Trust Company, by November
if possible, im positiop to import gold, if the exchange is In our favor, -
There is no meed of going over the ground with you, when you are 80 fami-

i " 1iar with 1%, but I pat great store upon the value of these foreigh b
bills when money rates hore are high.

About the Pemsion Pund, I am delighted with the statements
enclosed with yours of the 24th. The investments are all right, of
course, but the practically umanimous adeption of the plan by the Company's
employes is t» best endorsement of its wisdom. Nome of them will ever
regret it, mor will the Company regret permitting us to undertake the
plan. Ve all oughtmech thanks to you. : . §

g | S With best wishes to all of you,
‘ Simr‘eiy yours, : , J
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S0
" new bills

March 10, 1913,

My dou-l‘rod;

3 wugoyed your letter of the 25th very much Indeed and have also
read famont's letter with rmch interest, as you may imagine. It's the
best thing that has yet been published and I am glad to note by the pa-
pers that it 1is being given wide mblieity. I have heard favoralle com-

mmmm,m'tmmumrabmtmtmxw
the foreign situation. The nmewspapers here are giving rather pessimistic
Mmtgwm%ﬂmhm”mm I would like to mow
what you hear on the subjects I presume you are ing tab on the

- Acceptance Houses against mext falls foreign bills, If any real @Iffi-

mlwm--nmamm.nwmwm

mting on what mu‘;aw abgut Sulzer, :Bﬁavu"i seen any of the
transfers. 1If there is auything very important, would you mind letting
me know what the bills are. Possibly you will send them on.

An glad yon didn't take any intersst in the German-Prussian loan.
There is nothing in 1%t at the rate mamod, and we cam use our momey to
better advantage at home, 1 am still of the opinion that if the money
market is obliged to umdergo & test this year, it will be im the early .
fall rather than this spring, although I see im Bew York that rates are
hardening every duy. The

The comparative figures for your Departmenmt for this year and
lagt make an excellent showinmg., For the amount of money employed, it
is the most profitable im the office. : ,

With best regards to all the beys, and the same to yourself,

Yours very fmln

s/B

To:

Mr, F; 1. Kﬂt,
Bankers Trust Company,
'C' YOPk, H. !.




) Qg

March 18, 1913,
Dear Fred:

Thanks for your fine letter of the 10th, I can see no objJection to the plan
regarding Mr. Bolles, so long as 1t does not alter the existing plan of hawing two of-
figcers of the Company always presenmt when each imterior safe is opemed. A4s to Mr.
Bolles' selection in preferemce to some other man, I feel sure you have made thorough
investigation and are satisfied that he is the best.

In regard to the Williamson matter, this &8 simply ome of many evidences of
the state of feeling throughout the country and is ome of the things that has made ms
feel anxious in regard to what may happen in the fall if the fimaneial situation in
Europe does not ease up prior to that time. We don't want such a prejudice to crystal-
ligze at a time when there is a severe momey stringemoy in New York. It i1s on that ac-
count that I feel just as well satisfied to see ) o ahead with tariff legisla-
tion rather than undertake some currency legislation p the pubdle feeling is as we
now realize it to be.

I have watched the Mmu here in regard to the Germen situation wm
great interest, but the accounts are meagre and’ umsatisfactery. If you have time,
write me fully, If it Mlm mere seriously, dom't hesitate %o send me 3 night
letter. n%c none at all.

I dom "b believe that the policy followed by the First FNational of Omaha is
at all general throughout the country, but cur banking system, as you kmow, is such
that 2 small minobity of timid, selfish bankers can take a position that wnl immensely
weaken the whole fabric and handicap the efforts of the majority of more public-spirited
bankers who want to use timsir momey when it is meost in demand. ‘

When you get a letter from Holden and smw;, send it a*e me. I would like
to read 1it.

Am glad to hear that you are going to Washington with Wamer, and pa.rticuh?lr
that you feel easy emough about thimgs to make the trip. .

!mrhttutoﬂllimthtMa&ilmtheMdemgladto!wmym

send it to him.
York by e i thice' uwgstm Seopgdhag §"' m§§ing g = i :%P.B"eg
g&e neaae be sure 88 a8 : ertain him, altm fix him up thh letters of

m&mwh&s p abroad. I am anxioug that
_ Mﬁi vguggm attention ”us while n New !orkc :

With best regards to you and the other boys,

Faithfully yours,
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Harch 27, 1913,

Dear Freds

1 enjoyed your letter of March 19th exosedingly and await with interest
replies to your letters to Sir Rdward Holdem and Fnge Schmidt.

lnsh that you say about the foreign sitwatlon appeals to me very strongly.
If pressure for money from the other side continues as at present for very much ek B
longer, I expeot to see the Balkan dispute settled once and Por all. On the other fﬁ'ﬁﬂ
hand, if 1t is settled through the afforts of the financial peeple, I am still b 7l
doubtful},as you are, as te whether it will produce rmeh money te the banks until
some months have olapsed. Susplcions of complicatioms growing out of the fimal
ad justment of beundariss will last for a good while, and farthermore I don't see
how such negotiatione can be concluded very promptly, even though Adriameple is mow
in the *m of the allies.

have by the first efforts of
1jey, and vhen you ceme to think

i You have deubtless beap as much amused as

the new administration im the matter of our for :

it ever, it is hard to imagime a series of mors assinine blunders than those already

made by the administration. They may be summed wp briefly im Brgan's tolegram %0

Wilson, our Mexican ambassadorj Mr, Wilson's notification of our policy toward Mexice, .

conveyad through the American pressj Wilson and Bryan's fasce-about en the Chinese .
. leam, as o result of which they will go down in histesy as reactionaries} and not ]
' least of the blunders, Hr. m':mﬂ@Whmﬁto‘Mﬁwwhuﬁ 4
the “effete Heuse of lords.” Seo far, the new Demecratie administration has lived wup
5 to its propheBied inefficiemcy.

——— = e ey e ==

: It has struck me that this 1s a good time ta Dfe up seme credits on the

other side for our travelers® cheque payments, and I am glad to see by your letter :
v that you are workimg in that direction. As stated im 2 former lelter, I om mest
| snxious that our maturities this fall will be sufficiont to enable you e have &
b pretty free hadd in buying sxchange when the cotton and commodity bills come inte
the market, :

E rwmtahlywnlnotmfmmforabonta.mk,éslanga;ngtosén
. Pranciseo tomorrow and will met be back until next Thursday. '

My best regards to all the dboys and yourself,

A Sincerely yours, , . b : |

Ty 8/B |
1\ : k> & ;\

'\ Mr, F. I, Kemt, {
‘ ‘Bankers Trust Coe.. )
\ Wew York, N. Y. : ! |
&

I‘v
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April 15, 1913,

mr froas
Just a lime, acknowledging yours of the 4th.
I am writing Dan fully today and have yuite am

© accumulation of mail, and am lsaving tonight for

a trip to Stockton.
Sir Bdward Holden's letter is m:ﬂ:
very interesting, though rather pessimistic.
Matters have brightened up since he wrote
it. I am returning the letfer herein,
With best regards to yru all,

e R

s/B



April 8, 1913,
Ny dear Fred:

: 1 have read your letters of the 24th and 29%h ult., with great interest.
My reply has boen delayed by absence in San Francisce.

. It's & fact that some of the banks in the West have been pretty well loaned
up, in fact, dsd@ing on their reserves. On the other hand, there is another class of
banks in the Wost that have besn acoumnlating reserve that they dém't meed. I found

active but you hear a good deal of pessimistic talk about $he effect of the tariff on
California's agricultural products. It lots the bars down all aleng the line,.

] In regard to the physical examimation of apnllieants for positionms with the
Trust Company, I believe we could even go further tham suggested in your letter, and
leave the desision as to physical fitness with the examininmg physician, without any
:r.ila being reported %o us at alls It would be Just as safe for the Trust Compa

would relieve us Gfase responsibility, Furthermore, a standard could be

~established with the docter which wanld give him 1ittle discretion in passing upon
applicants, I will talk this over with the dector om my return amd 3 tho
bave an understanding.

I am afraid later in the year we are going to feel the effects of the losses
by flood, fire and tormado. xem'tboweatm; but when the demand for
‘accemodatione from that district develops, it Is going to take a lot of momey, or at
'J:eaatalatof'bmkmdtﬁatemtbmthrm. " 4

; I congratulate you om the figurcs for last year. The growth is sp]en*.
and yet no more tham I expected. It will be that or better this yosr. "

By oﬁ“ letter I am writing lr. Converse, suggesting that we omeate
the office of %t Isureate in the Trust Company and that you be appointed to £111
the office. . A

"hat you writs in yours of the 29th regarding the handling of bouds in the
Trust Department s all news to me. I am sure Mr. Close is alive to the necessity

of changing *he system, Keep at him if it is necessary, but I praphecy that it won't
-l .

Your telegran to Sir Rdward Holden was exactly right. The finest thing Mr.
Morg'n did in his later years was to reergamize his office and take in our ‘three °
assocliates. The effect of it mas already been showm,

Between now and the 28th, whenm I expect to be at the office, put in pienty
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. Pf,. e By ——D— Apr. 8, 1913. = .
of time on your golf, You will need it, as I am this year going to have seme good
matchas with yeu, beth on your course and my Own, 3
With?best rogards to all the boys and much for yourself,
Sincerely yours,

/s

‘!" o 1': Mt,
‘ Bankers Trast %’. - ( et
Hew Y’I'k, X T ¥ .
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7/

August Q. 1914,

- My dear Fred,

It is Saturday aftermoon, and this is the first opportunity I have had to
send you & line by mails Our correspondence by cabdle, while unsatisfactory, has
been fairly complete. '

In the firet place, I cannot express my delight and relief that you and
North both escaped from the Continent and are in London on the job. The next
thing most in my mind 1s to tell you that the whole country over heére has heaved
a sigh of relief in the feeling that good progress is being made in taking care of
Amoricen travelers abroad, and I think many of them realize that it i s due to your
untiring energy and ability. It would be futide to endeavor to express all that is

s
<

in hy mind in & letter. mst save that for your return when we can talk it all
over! but I have about half an hour in which to send you & personsl account of
oscurrences hore, 80 that by the time this letter' reachee you, you may have some

satisfaction in kmowing a little of the facts on this sides

The trouble here began to brew about the 27th or 20th of July. Gold began
to go out in astonishing gquantities, exchange soared to the skies, and the war
news looked very bads You were beyond reach of cebles, and I was unable to make
arrangerents in time to dispose of those roubles, nor gould we determine whether
to buy cable tranafers at prohibitive figures to cover credits, or to teke the risk
of its all blowing over. Nobvody in this country really believed that war would
ogcur.

By Wednesday, the 26th, things looked so serious that we began to cable

London and Hamburg to dry and reach you, and on the 27th it was necessary to decide
to close the Stock Exchange, which didn't open on Friday, the 28th. Saturday wes
a day of comparative calm, but, as you know, we were still unable to get word
from you and 1 was a good deal at sea as to what we were to do about our credits,
and was beginning to feel very grave concern for American travelers alroad. Davison
and I talked it over seriously, and the Clearing House people were engaged in
conferences in regard Yo the local banking situation; so on Sundsy the whole party
rounded wp at the Metropolitan Club,—that is to say, the Clearing House Committee
and about & dozen other bankers. We decided to issue Clearing House certificates
lionday morning and arranged for the Secretary of the Treasury to come over and meet
#s that evening. We were together until midnight at the Vanderbilt Hotel, and at *
that meeting 1 was asked to make a statement in regard to the situation of foreign
travelers sbroad as to getting cash on their travelers' credits. (¥You will recall'
the discussions we held in Washington and here on this subject of these very credits

in the event of a great foreign war]. The eubject was much in my mind, so I gave it

to them pretty strong that the Government would have to interveme and arrange for
oredits if the orisis arose, as it had in effect already arisea, or our pesople
would be stranded. The matter was left that way, with theanderstanding that I
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mammunwmmnmmm.m. Yondey morping

your first cable from Londom, uncmtmm‘m.am&wwm“‘
people, which confimmed my worst fearss so, 88 & proliminavy to going o Washington
that afterncon, I called up tem of the prinoipsl bauks, trust campsnies and bankers
ofwmmm.mmmw.mmmmmumummm ’
80ld for me to mse in arvenging credits. Hobody knew just how it would work out, but
thqcmtommhmod‘;mahnumuwthmﬂ;t

would produse (6,000,000, $8,000,000, or even §10,000,000 1f it had ultimately been

needed. Inmmmmﬁhtlmmm- van, Secretary lcidoo,
Lansing, solicitor of the State Department, and Dre Miller. of the lzzlmi ;:;ln
Board, taking with me Ny. Harrison, attorney of the ‘merican ; Companys In

the meantime, we had decided to disecontimue sales of travele :
: rs cheques, and made
5 sttt hevins thaoi erisen Uiprese Gomaiys reduoed to writing, Which protested
: us or : ) ' ‘
s -1 orelyn exchangeg so we discontimmed sales

: ion was 'pmtf well developed and we saw Iht we were 1
..} hed the Telephone Company set aside a vate wire, putting en hatmt"i
Apek and oue in & room adjoining See Bryen's room in Washingtom, end
lirs Harrisom, together with ligs 0lds of te & Casne, stay right there, with a

“enomm.Mmzroom«pmmowt wawwmmmtodmr;ﬁﬂ $

‘d3 The papers containing detailed recomi wmpmumemsﬁmq

7, instructions to you,~ in fact, the yhol layout,~ have not even yot been comploteds
i I would like to enclose them in thia letter, but it is impossible to do so until !

g next week. The chief thing is that the yold got off, after overcoming what seemell

i, ‘to be insummountable difficulties, and /now seems to be available in Londons W

b | I have been making every effoit to complete similar arrengements &t other
| points on the Continent, so far withouf: mch success. The people at Washington |

| | i
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don't seem to appreciate the situation or to understand the transsction; 0 I am
not as confident of being able to carry out the plan there as heres

1 ought to explain that while this plan was under way here, lir. lorgan
was busily enmgaged in trying to effect arrangements through his Parls office
for a oredit at the Bauk of France, against the deposit of gold here, and he tried
to make a similar arrangement with the Bank of Englands The Paris arrangement
was concluded just before our gold was shipped, so, instead of shipping $5,117,000.
which was all ready to go, we reduced the shipment to $3,000,000, the balance being
held here, with other gold since arranged, to cover the credit of $3,000,000. in
Paris, which is now being disbursed by liorgen, Harjes & Co. and the American
Express Companys.

I feel very anxious about how things are in Germany and Austria particu-
larly. All cables to Germany and Austria have ceased, and it may be by Monday
that I will take up with you by cable the same plan for getting relief in there.
We have been terribly embarrassed by delay in the cables.

I must interrupt this dictation to tell you that I have just been talking
over my own telephone with the Secrotary of State, who has repephbdithe following
cables recoived from our Ambassador in Switzerland:

"If National City Benk, New York, will cable credit of {10,000 gold
tomorrow and 90,000 gold Saturday, $100,000 total, to Nationale Banque
Suisse, Zurich, lmmediate, I think relief American travelers in Switzer-
land will be effected.”

“Drafts will only be cashed when secured by deposit of gold coin fm
Natiomal City Banmk, New York, for credit of Bangue Nationsle Suisse. This
infomation is from the Swiss GCovernment. mwmm
appreciate seriousness of financial conditions here.
salaries of legation officers are absolutely refused."

0f course, this is confidential., It is too late to make any arrangement
with the National City Bank today, so I am trying to jwsp = other hurdle by
inducing Secretary Bryan to cable the Nationale Bangue Suisse, asking if
will not cash these draftes against a deposit of gold made with us. Have ©
at considerable length with another representative of the State Department, but
find that nothing can be done today; oo mmet let this lay over until Mondsy.

Here, Mr, Strong was obligéd to drop the 'phone and run %o catch the
Bs14 for Greemwich. The second edition of this letter will thmtmmnu
next week. He mnzya:m&m.mm
account of affairs, and get home on the 4.22 traing but so
sumed with Washington that he waited over another train, and tm
I think I am finishing this up, just as he would wi
the regards and love of the entire crowd herey and the hope that
before & very great while.
,. ; Sincerely,

EadaraletmtaiRonk: of Stisliaiict sl alips o Bl L0 S sl = el 0
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Cablegram received by State Department, Washington, from our
Ambagsador in Switzerland.

If National City Bank, New York, will cable credit of $10,000
gold tomorrow and §90,000 gold Saturday, $100,000 total, to Nationale Bangue
Suisse, Zurich, immediate, I think relief American travelers in Switgerland
will be effecteds

r Drafts will only be cashed when secured by deposit of gold coin

4in National City Bank, New York, for credit of Bangue Nationale Suisse. This

information is from the Swiss Government. Think Department does not appreciate
seriousness of financial conditions herg. Even drafts for salaries of legation
officers are absolutely refused.

(Above received by telephone from Secretary of State Bryan, Satur-
day afternoon, August 8, 4430 peme)
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Aungust 2: Cablegram from Fred 1. Eent.

Heve called meeting Americans four o'clock Monday. Telephone
Washington to authorize Ambassador by eeble co-operate with
me protect Americans here and on Continent far as poesible.
Tell Washington American banker here who knows business can
operate most effectively with Ambassador; think very
important; have scheme developed that will meet this serious
gituation as effectively as possible. Anxiety many here ter-
rible, haste necessary. ’

August 3: Cablegram fo Fred 1. Kent.
Secretary MecAdoo and State Department will co-operate, and
Ambassedors London, Paris, Berlin being advised and
od T . Duane abroad and requested to co-operate your effo s+ Be=

Lt 2 lieve can arrange ship gold by American warship for benefit
: travelers if arrangements for distribution nst responsi-
ble American travelers' credits possible. st cable me

.ﬁliﬁit instruetions regarding shipments 301 how mueh re-
red, smount tramsport neceassary to bring mur:luu home
ni method reaching those marooned on continent without funds.
Cable with explicit ons on all points will enable me
hasten arrangements. te Department advises will endeavor
to &:mn for acceptance our Travelers' Cheques by m
Would such be feasible and could Embassy :tm:llh
London, s, Berlin?

August 3: Cablegram to Fred L. Kent. .
Conference State and Tressury Departments. Arrengements un-
der way for shipment gold by Government vessel at once, to
be placed at direction of special fiseal agents to be ap~
ted end operate in connection with our Embassies abroad.
t8 in process for ships to bring travelers home.
Vitally important to have following information at once.
How much gold required for travelers' credits and for any
without eredits or money? To what places should money be
sent? How many travelers to bring home? Can London arrange
with Paris, Berlin and other pointa? What are m
tions about Continental fiseal agents, r
r{m take general charge from London &oula we nll
to assiat? Cable particulars in fullest detail.

August 4: Cablegram from Fred 1. Kemt.

Held meeting to-day two thousand Americans; formed fine or-
ganiution. battleships with gold and transports should start
immediately for land. Before arrival will be prepared
divert to Continent their reguirements both money end trans=-
ports. Unwise forward direct continent, conditions too dan-
gerous and worse daily. Upon receipt defimnite instruetion:
gold and transports started, can arrange English banks for
funds to cash credits traveler Continent and get them to
England where advisable. Haste imperative; many Americans
in frightful condition on continent. If Govermment will
give me authority and will forward ships and money, can begin
immediate work every country with organization I have back
of me while awaiting arrival. Have Congress appropriate
three hundred thousand dollars that I can use at once to get
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Americans in distress while boats on way. Will act with
Ambasssdors each country, but must have power. Transport for
twenty thousand people probably needed and five million gold.
Agide from appropriation, money furnished by Govermment would
only be used to take up eredits. Embassys not proper places
handle money; can arrange with banks for space under American
flag and control. Rush.

Cablegram to Fred I. mt.
Cable at once suggestion of institution or individual to be
appointed Government fisecal agent Berlin, Austries and other

countries affected. Amiﬁag word from n about mo_-
ial gonmnt fund. Hope to get five million gold off
Cablegram to Fred I. Into

Cruiser Tennessee sai nx( Wednesday ni t.
Will edvise amount of go d 'zpl lm. ly five

lionse. At Gmmnt'l reque of men -un

shipment. Cable name of mlpu and port of delivery at
once. Arrange with ﬂmannt for safe delivery and protec=-
tion of shipment.

glnhp.' to Fred I. ix.::rk. e A

en econtemplates us Grenfe rown ey,
Guaranty Trust Company, m" iu- Americsn Ex~
press, Paris, as speecial mam qnta, possible, by
Government tﬂhpoinhnt otherwise in behalf of New York ‘bu.k-v
ers. Absolu lyun you csble at once that momey will
be Mﬁ upﬂial ly used for all American Letters
Credit lers' Cheques and not for special reimburse-
ment any interested institutions or firms, and those appoint-
ed to disburse will carefully serutinize goodness of oruitc.

Ceblegram from Fred I« Imt. _
Cable received. 14 to Bankers Trust C r of New
York, care I»oml-on Gity Midlend Bank, London. 11 advise
port of delivery soon as mtish mamty opens in morning.
Arranging protection shipment. Have Government send three
hundred thousand dollars that 1 can also use immediately to
get Americans on Continent and care for special cases here.
Wish to charter vessel and send under American flag to take
Americans now stranded and suffering at many Continental portas.
This must be done at once by someone who can act with authority
in every country without awaiting telegraphic instructions from
any ones hmlﬂwl:mmtnhmkdw.w
dentiels, which should be forwarded at once by le through
the Ambessador end direet. All vessels should be coaled and
victualed forroundtripe

b
Cablegram fte Fred l. Kente
Congress has appropriated two million five hundred thousand
dollars for relief Americans abroad. Am advised State Depart-
rent cabling Ambassador Page to arrange for expenditure three
hundred thousand at once, ani authorizing co=-cperation with
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youes Confer with him, as he has detailed instructions. Ar-
b ents for shipment five million dollars gold by New York
b rs nearing completion« Hope to send final advice of
shipment with five responsible bank men on Government vessel
to-morrowe Full instructions regerding delivery and use of
money will be ceabled. latter beinf handled by committee of
bankera, who are doing everything in their power. Cable me
to~night particulars of situation in London and what possibil=-
ities of reaching people on continente.

Auvgust 5: Csblegram from Fred 1. Eent.
Cablegram receivede Scheme outlined wont worke. We must antic-
ipate arrival gold by homoring all good credits here against
its arrival, which banks will hold as collateral until gold
received. éa-h payment fifty dollars being made Association
chequess Would do same with all good credites with Govermment
or general bank shipments. Hotels here doing wonders in ad-
vanecing eredit, but reached limit. We must get committee
bankers here. to assure hotels that eredits honored by tm
will be paid accord London methods when decided u
Such credits only for board« It is my idesa that
should have every I.onau banker on whom credits are am make
out drafte in regular manner, dbut order of hotels desired for
settlement bills. That the banker should certify such cheques
Bota s Sivkse ek me vasks promesly, osd febvest dime
8 work among & 8=
tribution cash for ah 0 e Uns SSlee’ Sugmnet
cash in small amountse ﬂmmt:mmllmyhmu
pending ultimate collection good credits, and govermment would
1num1ﬁe¢ paper referred to as collateral from banks
n °

August 7: Cablegram “ Fred 1. Kent.
Personally delivered three million dollars in gold in double
eagles to United States Assistant Treasurer on Tennessee to-
night for relief American holders Travelers' Cheques and
eredits, and she has seiled destination English port to be
advised to you later; all 1mndﬁthutmvi&o Gold ac=
companied by John Pe M‘r. We Lewis, Arthur Re. :ms.
Eliot Tuckerman and Harvey D. Gi son, as accredited ugu
of New York Committee, with written instructions for delivery
by them to London City and Midlend Bank on delivery of z:ia
to them in Englend by United States Govermment. Commit
gsending written instructions in & cate London Oit: and
ma;.ﬁ and , London, to place gold at disposal of your wen com=
rittee, increased by adding representatives nominated b
Morgan Grenfell, Brown Shipley, Baring Brothers, Guaran
Trust Company oi New York, I.oadew, American . also °
Henry Eing Smith, representing Farmers Loen, L. Ms Jaceobs,
representing National City, a1l in London, with yourself répre-
genting Bankers Truat. These appointments are official and
necessarye Reimbursement of drafts against travelers' oredits
is to be in New York funds in New York at four ninty, plus
interest and all expenses when ascertained, and a elause to
that effeet to be endorsed on draft. Reimbursement in New
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York of Travelers' Cheques is to be made at their face. Pay~
ments to be made exclusively to holders Travelers' Chegues
and credits after verifieation in usual way. All cheques and
drafts are to be cashed in Sterling under directions London
committees Cheques and drafts are to be forwarded Bankers
Trust Company for collection and reimbursement. Endeavor to
secure advance at once againat gold in transit for such amount
a8 you will require before arrivale. New York committee rec-
cumends moderate advance to each applicant. Committee's only
protection for repayment of advance is through colleection of
New York drafts and cheques cashed in London. Committee is
advised Morgsn is arranging to deposit three to six million

for eredit Bank of France, to be immedia disbursed

aris for similar pu there. Particulars will be cabled
you shortly, so that Lo committee may co-cperate with
Morgan Harjes. DNecessity for de ting balance of gold here
to establish Paris eredit redud London shipment to three
million dollars from eamount originelly esdvised. Understand
Government shipment on Tennessee one million five hundred
thousand, re ng which co-operate with Govermment officials
in charge. ve endeavored to conform near as possible to
suggestions your latest cable.

August 7: Cablegram to Fred 1. EKente
Government mnhf million half gold on Tennessee; understand
will be disbursed in co-operation with your committee by of=-
ficers in chargee. This includes the three hundred thousand
made available to Ambassador Page by State Department. Wire
me if further instructions on that matter are required.

August 8: Cablegram from Fred 1. Eent.
Cable received; understand instruetions perfeectly; great=-
ly delighted. State Department has not yet replied Ambassador's
request authority to pledge Govermment eredit to make three
hundred thousand immediately available. All : 8 com=-
pleted, only awaiting such reply. Both banks and hotels
greatly relieved because gold coming. Vessels needed trans-
port twenty thomsand people should start immediately. Calling
London committee together to-morrow.

August 8: Cablegram to Fred 1. Eent. ,

- Secretary of Treasury telephones me Ambassador P is asked
for guarantee that three hundred thousand gold will be return~
ed in thirty days before asdvances on that eredit can be made.
Cen you not arrange to meet this requirement by using three
hundred thousand our Saint Louis shipment, getting reimburse-
ment from million and half shipped for Government's account
on Tennessee? Cable me fully, &= 1 will have to arrange for
instructions to be cabled to those in charge Tennessee ship-
ment to make peyment on arrival. Can you suggest any arrange-
ment for opening credits in Germany, Austriz and other coun-
tries by deposite gold here, using machinery of Govermment
for giving necessery assurances as to eredit?
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Cablegram from Fred I. Kent.

I was appointed Chaiyrman Red Cross Committee to-day, and shall
try and send parties for Americans where necessary and possi-
ble, using appropriation Congress which Ambassador has authe-
ocrized the American Consul General and myself to disburse as
special committee. ‘

Cablegram from Fred 1. Kents

Can possibly deposit with Bank England, acecount Swiss National
Bank, twenty thousand pounds to protect American credits in
Switzerland; further amounts as needed. London committee want
definite instruetions such use funds arriving is intended.
Some members committee think gold earmarked and unavailable
except special houses - instruet. Cablegram received, three
hundred thousand asppropriation now in order. Imp ble com-~
municate with countries mentioned; am working with Red Cross
Committee trying to find way to get funds to Americans and Em-~
bassies. g

Cablegram to Fred 1. Kent.

Replying deferred message, you understand the three million
d s gold shipped London city for your comnmittee to be
used entirely cashing Travelers' Cheques and credits. The
fifteen hundred thousand dollars by Govermment to be used
first to reimburse three hundred thousand dollars advance are-
ranged by you, second, for gtmnl relief work under instruc=-
tions sent State Depsrtment to Ambassador. His instruetioans
specify form of receipt to take and that fund can be used for
travelers whose credits are exhausted, and obviate necessity
of cable transfer suggested. Three million gold shipped by
Tennessee intended as fund to take up drafts drawn against
any responsible Travelers' Cheques and credits, and was not
earmarked for use of special houses. Government is deposit=-
ing to-day fifty thousand dollars with Nationel City Bank,
New York, for eredit Banque Nationale Suisse, and American
Legation et Berne, Switzerlend, motified to this effeet and
instrueted to use money for relief and protection American
citizens, taking signed receipts or securing reimbursement
of sdvances by assignment Letters of Credit and Travelers'
cliutg:::. You are best judge whether this will take care Swiss
817 10N e .

Cablegram from Fred 1. Eente.

London committee arranged through Rueff, of Swiss Bank, dis-
tribution twenty thousand pounds Switzerland take up Ameriean
credits. Committee arranged twenty thousand pounds for Italy,
five for Spain, more as required. Also investigating needs
Scandinavia. BEvery effort reach Americans other points bleck-
ed, but still trying.

Cablegram to Fred 1. Kent. .

Refer our message August seventh beginning with word person-
ally, insert between the words destination and English the
following: Falmouth, England. Confer with Ambassador Page,
and treat as strietly confidentiale ZPlease cable understood.

L
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Cablegram from Fred 1. Kent.
Cablegram concerning ateamer Tennessee received, fully noted
and matter has attention.

Cablegram from Fred 1. EKent.
Only method dealing with Switzerland was to deposit here twenty
thousand pounds with Swiss Bankverein, which was done yester-
day. Do you authorize committee deposit ten thousand pounds
each with Credito Italiano and Bsnce Commerciale Italiana,
London, for Americans in Italy? This is only method doing
this business, but of ecourse in making such deposits under
present circumstances there is considerable risk, &s it in-
volves giving credit to these banks, besides the probability
of loss in transmission of the paid doecumenta and details,
thus making the statement alone of these banks the basis of
debiting thi: paymentss Please cable immediately that your
committee wishes to take all responsibility for se depos=-
its, and whether the London committee are authorized to deal
gth othor omtriu. Scandinavia and Spain, by similar depos=-
Se

eabhgm to l'ud I. Kents

State and Treasury Departments agree to facilitate

special cn&iu in continental cities for paying muu'
Chegues and credits by authorizing Ambassadors or Consuls to
g:a Govermment ty to local banks for amounte needed.

8 plan will simplify accounting, and ensble dealing with
London agencies of foreign banks. Government requires that
against credits so ;rrang:a an equivalent amount of gold out
of three million dollar Tennessee shipment shall be set aside
at once under control Ambassedor Page, London. London commit-
tee to appoint disbursing agents in each city and give direc~
tions for method of handling, or in case Govermment agencies
employed, such directions to be given by Ambassador Page
Londone Accounts of disbursements with Travelers' u:l and
drafts to be rendered Ambassador Page and Lonmdon enlimo
and paid out of gold reserved for that purpose. State hmt-
ment will also authorize similar guarantees through l-mn:ln
and consuls for relief destitute cases, to be covered by
in London out of Government shipment in gimilar manmer, o
which separate account should be rendered. Out of three mil=
lion shipment, please arrange tonov:tng‘euuta. unless other=-
wise provided for. Ambassador Thomas Nelson Page, Rome, will
%1- rantee Bank of Italy for one million Lire to be advanced

Ambassador for disbursement through American lnuu or
Cooks for Travelers' Cheques and credits only.
cable him particulars of credite alreasdy arranged m
and information re ing methods and momtiu. he al=-
ready negotiated fifteen thouseand dollars draft with Banca
Commerciale Iteliana for destitute cases only, and desires that
amount reimbursed through London branch out of Government con-
sigmment on Tennessee. White Star Line, Liverpool, cable sit-
uvation serious Naples, and request Government undertake to :
ship Banca Commerciale Italisns one hundred twenty-five thous-
and dollars gold for relief travelers. Steamship company's
New York office cabling to Liverpool to get in teuch with you
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and arrange immediate credit London, you to appoint disburs-
ing agent Naples and give instructions also for Travelers'
Cheques and credits. If funds required in this case for re-
lief of destitute, amount should be arranged direet from London
and covered out of Govermment shipment. State Department now
authorizing following credits opened to be guaranteed by Gov-
ernment and confirmed by State Department directly to Ambassa=-
dors or Consuls to points named, to be used for relief desti=-
tute only. American Embassy, Madrid, five thousand dollars;
American Legation, Stockholm, one thousand dollars; American
Legation, Copenhagen, one thousand dellars; American Consul
General, Lisbon, through Muller, Schall and Company, with re-
imbursement here, two thousand dollars. As these will be ap=
plied to destitute cases, suggest you communicate direetly with
these officers and ascertain if further credits required for
cash Travelers' Cheques, and will arrange for Govermment
guaranty at once under above plam for these and other cities.
State Department reports embassies and consulates can get money
in Russia, except Warsaw; can you handle that and other Rusesian
pointe by using our Roubles for reimbursement out of Tennessee
shipment? Above plan contemplates opening local credits under
Government guarantee through EBmbassiea for disbursement on
Travelere' Cheques and for deatitute cases, the amount used
for Travelers' Cheques to be secured out of three million
benkere shipment, and the amount disbursed for destitute cases
and Embassy expenses out of Government shipment, the account-
ing for all Travelers' Cheques and Letters of Credit made to
London committee and settlement effected there« This plan
approved by State and Treasury Departments. Please cable at
once whether you understand and can carry out plan, asking
Ambassador to facilitate prompt tranemissions Refer your

cable beginning only method. Swiss deposit approved. Plan
above suggested aveoids risking deposits and only cere required
to safeguard paid documents. Suggest these be handled through
Embsssies. Try arrange other credits same plane.

August 16: Cablegram from Fred l. EKent.
Meeting cruiser Tennessee personally to-morrow. Have advised
Gibson by telegrame If Cunard put on ships, will relieve coan-
mti ion here, but thousands on continent will need transporta-
Olle

August 17: Cablegram to Fred I. Kent.
State Department communicating Ambassador Page large, mbar
private payments to be made sbroad, including many in
Switzerland, which Bangue Nationale Suisse now agrees to make
in Switzerland only upon receipt direet cable instruetions from
United States Treasury Department. This involves duplication
very expensive c¢able instruetions, and State Department would
appreclate your conferring with Ambassador Page and endeavo
to arrange other method, if possible. Please answer prompt

August 18: Cablegram from Fred I. Kente v
Tennessee gold in Bank England. Cablegrams received; can are
range Swiss payments and some consular payments mentioned if
Breckenridge will release gold when he returns from France
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Sunday. He refused gold for English payments for moneys de-
posited with Washington Government. London committee feels
Government guarantee suggested wont help every situation, as
refusals of banks to pay due moratoriums and lack cash, not
doubt of credite. Committee suggests little wider authority
meet conditions each country as necessary, but will act far
a8 possible as outlined by m. Transfer million Lire to
Italy completed.

August 19: Cablegram to Fred 1. Kent.
Your cablegram beginning word "Tennessee" received. We have
econferred 'ith Washington, and hope necessary instructions will
be given. Cable spec:lfieany anything additional required.

August 20: Cablegram to Fred 1. Kent.
Confer at once with Ambassador Page, London, in regard to ap=
petuting Spavniesn® frattte dtvburilog Sgsale ts Rumet
Washi n authorities are cabling Am aauur also confer with

Jyou e

August 26: Cablegram to Fred I. EKent.
Bankers committee desire report disbursements of gold fund,
and from what date disbursements were made. all items
should be sent forward promptly for collection.

August 26: Cablegram to Fred l1. EKente

‘ Committee want full detailed intmtion regarding manner and
procedure of disbursements “1 by London committee, and how
advances arranged prior arri gold are being covered; also,
are vouchers surrendered to I-Mon committee against mta
from gold fund and sent here, or being held by london committee
to be forwarded later. Please mail for benefit committee
itemized statement of all disbursements and cable brief summary.

August 28: Cablegram from Fred 1. Kent.
Total deposits and guarantees to date in respect of continental
Europe eighty-five thousand pounds. Origi plan outlined by
you not considered practicable for London. Except on bank
holidays and the fact that in some institutions credits have
been cashed for limited amounts, bankers here have never
ceased paying travelers' drafts in usual way, leaving question
of reimbursement till later. To meet this situation and to
aveid gold lying idle, our suggestion now is to dietribute on
account disbursements already made say two hundred thousand
ounds among London correspondents of Ameriean contributors,
Iinribnﬂon bei vi”. ntaig .::::;: uburlh:‘;rm gide.
you approve ise specifie ng amount be paid
each eomtponéent for account of each contributor. Expect un-
used balance of shipment certainly more than sufficient take
care remaining needs Continents Will propose further distni-
bution account London disbursements when position clearer.
Complete documents for continental disbursements camnot be re-
ceived for some weeks. First batch from Switzerland Jjust ar-
rived. London bankers will not deliver documents or vouchers
to London committee, but will continue dispose of them accord-

ing to usual practices
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August 29: Cablegram to Fred 1. Kente
Your message received. Having committee's attention, and will
cable early next week.
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October 6, 1914e

Desy Pred,
1 am writing you in my personal capaoity, no longer Fresident of the
Bankers Trust Compeny, for I rosigned todsy end xy resignation was accepbed.
Seward Prosser has been elected Presidente The plan is one which I am sure will
meet with the hearty approval of every msn in the organizations It meets every
situation and difficulty which might arise, but which will not arise, and furnish
all of you with o captain who is full of entlmsiasm and is really one of the familys
It isn't going te bo possible for me in this letter to express to you the feelings
that I have about leaving. You can imegine them without my saying enything furthers
Bo assured that I appreciated your cables and North's Sremendouslye |
Ihnvobcmmm&wlmtmmmm,mummm%
to do justice to a great many important matterg; but I want Y acknowledge, rather
mrriedly, your letters of the 17th, 21st, 25rd and 26%h, and oomment on a few
matterss Sohmid is handling all 1tems covered hy these letters. We fully under~
stand sbout the lirs. Things jumpel about so fast for a while that we were rigaring
in meny dirsctions and tyying things outs Some of this work, of oourss, I am vary olumay
at, but Schmid has kept me straight without mmoh trouble whensver NSCesSary. Sehmid
iz hondling the question of docmments brought from Germany by Gibsom. Our Exghanye
committee considered that matter todsy, and it seemed %o us that iv is a proper
metter for the Gobd rumd Committee to take under advisememts We mey adopt a poliey
in connection with our comittes wopk which will pesult in some representations
being made, either direct or through onr Government, to the British government
to get 8ll of these mattiers clesned wupe
. About the (ity warpents, you have heawl from me by maile 1t was abasolutely
impossible %o have warrants drewn in sberling, and, furthermors, 1 was in washington
working with the federsl Reserve Board whem the matter waa finally decided, and since
then have satisfied myself that vhe City suthorities will not sgain put themsslves
in that position, partioularly with the future containing meny wnoert inties,~ 80
will have to let thé matter drops All of your arguments on this subject were fully
appreciated, and I talked it over with thom at some length, but there wasn't anything
to do; in fact, 1t had already beem dono before I could take a hand in it -
About ‘the Spamish mstter, it seems to me that it ought to develop natyrally
and possidly if it could be handled by corresvondence yow will find 1% feasible %o
work up satisractory comnectioms theres I certainly hope that we will shortly be
in & position %o expand our forsign business handsomelys This is the Company s
great opportunity we want to take advantage of ite Ve are buying a fow cotlon
bille, but very oA¥refully, and if we get bung wp 1 am soryy, but it will be not for:
lack of discretion and cares '
10t me explaim %9 you briefly what happensd about the cable tramsfer that
Mre inderson compdained overs I had sohmid working with me practically all of the
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_Admy when that order was to be filled over at the Clearing House, and in his absence
the market got away from him a little; but with that one exceptiom I thimk that our
rates have been as good if not better than those made by other institutionsy and
certainly Sir Edward and ire Anderson should consider that our being on the job at the ,
Clearing House has not resulted to their disadvantage, when one realizes that we '?
have now got the sterling situation pretty well in hand.

I bave alwaye liked List, and if you ecan ever do any business with him
I am sure thav you will find it satisfactory.

About the City's position on the /80,000,000 gold sccount, it has given us
quite a little comcern, because some of the institutions are paying their salls in
exchange rather than furnishing gold. It makes a competitor in the mavket for our
gold pools We have got to wateh that matter with the utmost care, as 1f there scems
to be a disposition to draw on uws indirestly, so as to avoid shipping geld on the
City's commitment, we are going to shut down, and I feel sure that we cam control
the mwatiers You will naturally understand, with the maximum rate to the 0ity
fixed at 5+03F, and demand now selling at 4.95 and cables 4+96, some of the
institutions will prefer to buy exchmge at those rates and save thelr gold, as even
then 1t will represent some profit to thems Ve are watching it, however, and I am
sure that it won't get away from use

In regard to the gold fund mentioned on page 2 mmixd of yours of the 2lst,
we mve onbled you %o take the matter up again with the Bamk of England, Wt so far
have no reply. Meantime yon may have a ¢all from Hormali, of Brown, Shipley & CoOs.
and I have not cabled you that that was in the wind, beosusa I 4idm'$ want to put
you in the positiom, or the committee in the positlon, of appearing to be soliciting
cooperation from the directors of the Bamk of England. They should have agreed %o
msike advances flat, without interost, spalnst guarantee of shipment, as the Bank of
Frange has done for years, in order %o facilitate the transaction and make chesp
exchanges I believe theoy also should give us a better price for the golds A
presont priges they are lmposing upon us & penalty for paying our debts, and the
committee frankly doesn't like its I am sending this to you personally, and come
fidentially, because I don't think we shonld encourage any dispute, but rather a
spirlt of cooperation, and ir we wait & day or two and let the metter stew somothing
is liable to develop that will help use We don't want them insisting upon payment of
those loans againet stocks that have been so0ld in our market. The situation over X
here is a difficult ome in that respeect. The stooks carried in Iondon heve been
sold on arbitrage here, the stock has been borrowed for delivery, and the houses
from whom the stock was borrowed ore not im & positiom %o take delivery of the stook
without embarrasement. This of course is very confidential. If the Londoa banks
shoild insist upon payment of those loans, the New York jsmiikeiiems correm ondents
of the London stock houses would have to insist upon return of the borrowed stock, and
the house that loaned the stock would have to go out and borrow the money, and some
of them haven't got the margin to put wp so as to get the moneys The argunents
on rage 4 of your letter are comvincing, and I am delighted to have you write me so
fully about i, for it clears uwp my own mind on somo points where I have been
feeling my ways '

I hope thek travelers cheques taken up in Cermany by gibson will all be
straightened out. As far as I can gather from your letters, I think that the German
banke have behaved with great loyalty to their imerican corrsspondents. The Deutsche
Bank are now sending us a good deal of their business, and we naturally sppreclate it
greatly and are keen %o serve them in any way possible.

About the Bmk of Dagland giving us assurances that it will rolsase goll
when the exchange turns, concerning which we have already corresponded, I think
myself thut we mist negotiaste with thems We have only shippad $10,000,000 of gold, ]
particulars of which you already have, and under the oiroumstances I think we can afford
%o 8it on the other §90,000,000, which is all raised, and see how keem they are to
get ite Persomally I wouldn't ship any more unless the Bank would give us some ,
assurances, but we cannot start negotistions just yeb, and out supply of exchange will
last us for some time, as to date we have only sold £50,000. outside of today's
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i will not exceed H300,000. I want teo write you
sepayately about the c tion in this country, and will do so probably by

doesn't require any particulay answer except as to the
Morgan, Harjes matter; thoy seem to feel grieved at your making inguiry about
cashing chequass Herman Harjes has gone tho limit $0 help us out and I hope you
will keep him happy about ite

About Vanderlip and me going to Londom, I fully appreciate the way you feel.
1 didn't want to go, except for the opportunity to visit with you and get your advice
about & lot of matters, but the memders of the committee were unanimous that nego-
tiations should be started, and Vanderllp said that he would go if necessary provided
I would. There seomcd %o be a sentiment that two members should go, that we were
the two to go, and that it would be a more formal reprosentation than if negotiations
were conducted by proxy. The mattop hae been Semporarily dropped, as we are
informed, confidentially, im faet very confldentially, that they are negotiating in
washington to have a representative of the British government come over here privately
for a genoral discussion of all of these matters. If that is deme, of course it will
lay tho basis for fukther negotiations betweon bankers, but in the meantime we
naturally give way to the plan of our friends in Vashingtons

I won't rofer aguin to the matter of City warrants, about vhich you and I
both zgroes

In regard $0 the travelers chegue matter, I am going to have o me@ting
tomorrow and try to wind up everything that can be wound up ot this ends lNeantime
Selmid has the matter thoroughly in hand and I am sure everybody will be satisfied
with the outcome, oven if wo didn't uee all of the golds

Copy of your latter of the 26th, about the gold peol, hes beon sent Lo all
the memvers of our committee after I read it at the committes mecting. It really
was uncenny $o resd the letter and realize how our minds were working in the samo
channel; in fect, your language literally appears in some of our publications.
I am enclosing with this a complete set of the documents, or else by next mail if
it is too late tomight to got them, and will answer mers fully tomorrow, as 1% is
too late for me to conbimme this letter tonight.: Weo are hardling the fund with die-
eretion and it js having ites effects The committee is in harmony snd the indormation
which we get from day to day in connection with oredits maturing abroad is particu-
larly {lluminating smd a good guide to our worke ‘

vhile I sm no longer President here I have got t0 be in the office off an
on and eclose thinges wp. 1 am going o reosign from everything and make the BT,
Reserve baulk my only occupation. You don't know how I am golng %o miss you, bub
you will Xmow when you get home, for I wm going to rely om your help and adviee in
many direotions. This whole change is & grievous thing which I can haxdly bear to
write abouts

The laBt part of this letter is purely persomals Mrs, Strong's brother-ine
law, Baron vonRomberg was killed in battle September Z2nd, and his wife, who as you
know is Mrs, Strong's sleter, is not =t all wells She has & baby about three years
elds Confidentially, Mrs, Strong and I very much fear that she has tuberculosis,
as she bas lost welght from o maximm of 152 pounds down %o 115, and & few mouthe ago
she was warned by her doctor that one lung was affecteds The strain of the war,
of her msbond's absence and danger, and now of his death, I foar has been %00 much
for here Ghe is still &t her home, Parkstrasse, VWelsbadem, and is cabling for. help
and asking to be brought home. She has a friend, a Mrs. Jessie Taylor, who i
stopping at the Hotel des Indes, at The Hague, who has also cebled urging that .
someone come over and get her and bring her home., Mre Converse is in Capada in the
woods where we can't reach him, and Mrs. Strong has finally decided to sail, probably
on Saturday, taking with her Mlss Loree Hockinm, a murse who has beean with her for
some years, and it may be that bvefore this letter resches you you will receive cables
from me in regard to meking preliminary srrangements for bringing Mrs. Strong's
sister to lLondom, or possibly asking you %o go with Mrs. Strong, taking Mare along
and Miss Hookim, to get her. It is a great deal %o ask; in fact, I wouldn't have

: |
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in advance,] am going to give Mres Strong letters to sll of our banking friends.
She will have with her a letter from Count Bernstorff, the German Ambassador, from
Seoretary of State Sryany she will have her American passport (uiss Hockin will
have & British psssport), and I will glve her a personal letter %o Ambassador Page
and o Ambassador Herrisk. 1 am also handing her & memorandum of instructions,~so
far not quite complete,-but the first part emclosed herein. Mrs. Taylor cables that
the route to Weisbaden, via Flushing and Cologne, is quite easy and feasibles Others
nave advised me that the safest route would be via Havre and Paris to Switzerlmd.
Gonditions will change before lrse. Strong reaches London (she will probably sail on
the Ste Louis), so this letter will give you time to make inquiry and advise her
in case prior to its reseipt you have not already arranged to have the Baroness
come to Lomdom. In order to understand what could be dome, 1 cabled to My, Converse's
0ld secretary, Mr. Chaudon today, as per enclosed copy of my cable. What frem this
side seems t0 be necessary is to get credentials from the pabassies, have the passports
vised before leaving Londom and irmediately on arrival in Holland or France and again
at the fromtiers. If it is possible, ia case the trip must be made, advice of their
coming should be sent ahead through Govesmment channels, so that they will be assured
of having protection and & minimmm of discomfort. Mrs. Strong should have with her,=
in fact, esch member of the party should,~ full instructions of just how cables should
be sent to me. All of these detalls are covered by the memo. encloseds

I s g0 concerned about letting Mrs. Strong do thie,~in faet, have oppesed
it to the point of making myself disagreeable,~ that I just feel it necessary to impose
upon you to help us outs I am sure thore ie no danger, if proper precautions are
taxen. Conditions, however, may change before Mrs. Strong reaches London, and if
there is the slightest doubt in your mind I don't want you to meke the trip and
neturally dom't want her to; so don't hesitate to cable me fully, so that we can decide
after she reaches there should & change of plan be necessaxys

I slso want to suggest the possibility of difficulty with Mare om account
of his being an Italiam. It may be that he will be unable to get credentials that
will protect him, but I gertainly think that someone should accompany the pa:ty who
speaks Jronch and German, depending of course upon the route taien, and who cen be relied
fipon to use discretion in tramslatings Whet danger there may be in orossing the
Channel from mines, Leppelins, ete., 1 am unable to estimete, If Shere is any such
denger, don't take any risk. It would be much more satisfactory to Mrss Strong
end to all the family, to spend whatever money is necossary to hire peeple %o 80
in to Weigbaden and bring the Baroness and her baby out, rather than run the risk
of ‘erything more then discomfort. I feel satisfied that Baroness vonRomberg has
given practically all of her money for the relief of the german wounded soldiers,
go that Mre. Strong must be prepared to finance the entire partys 4ll of this you
gon arrange, and I tell you, Fred, if you ¢'n get this job dome for me safely and
w ithout taking amy risk yourself, I will be more grateful than I can tell youe

1 must close now, for it is half rast six and Mrs. Strong is walting me
uptowne will try and get amother long letter off by Thursday's boat, and Saturday(s
as woll. My very best regards, and many thaniks in anticipation.

' Sincerely,
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-unnmnu scheme to muke 8 syndicate loan ofém.noa.ouo secureid
by cotton wkich, in my opinion.is poing to &dd to the troubles What we
m&ntm:o mumeﬁmnnammmwuw
avold & sorious situation i ' ,
thowgh 1t means & loss o a-nw. Mpmo can view 1t in any
othor way is absolutoly beyond '
miumemmemmmmm. Ihusm&mtmm
umwmmtnhhumm hze rosched the joint whore they
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position to solls 1t 1s dovel
tmlﬂaggrntmue :
Wndo's and & proposal wow bolng de
to fasue $8004000,000 of bemds f
ond this "Buy o dald of eot
will be locked up all over :
eredite, morchante won't be : * iy accouwnte or pay thelr
debts, the Bamks will have to exted P the 1lime and last, but
by no dheans least, mvu'tmtnmmwhmwu« to more then
ever bafore in the histery of the . I om going over to Washingtom
noxt weok and intend to take the :

strongest way, that something

confidemtisl emd which should hav

and fn o way atill am, undor a pledy
howm-, absolutely nscessary for you
80 I am writing you fully and wege mt mm,!t for your own puidsnce
but not divelge 1% to anybody on pm : Whon this projoct was
firet usdertaon, I had repoatedly Wi nk Vanderlip, lator whem
mamwemmrnrm:. | ar in the st tarme
that we should not akip shy considorsdfd cmoung lof pold unti} nogotiations
had beon commameed ther with the Benk|dqr EZnglhgd ﬂthl.nuumn
ponerally or with the Brisish Govermmogw\for iy numn of
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Cotton by inglaed snd 1 possidle
concludo & plan for both the Liverpool
and New York exchangos.
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Pifth « 7To have a peneral understanding regarding
the discount of Americar bills in the London
market so that existing long bills mi be
freely extended and some ucement teo
draw finance bille and moke the exchange withe
out shipping gold.

Sixthe. TPossibly to omnun a mgo credis mah

th. 801‘.

ports) by the W :
Bighth- Arrive ot an un ndNfy or, at any rate
determine a pency n nprd %0 loans secured
'bylmrimum jlgs in London which bad been
80l1d in New Yoy s IR % N

hﬁﬁf‘_

Niinth « Determine 2 ure sales of American
securities Ik ,
Undoubtedly o st be dealt with,but

thege seemed important at the presen the first meeting of owr
Committee, Mr. Vanderlip and I wrged negoticotions, iir. Venderlip particularly.
The Committoe said"allrignt you two go over and npgotiate" znd we were really
on the point of going except that Ce_gter ¥ TCLUS! had already told me that
either through the British Embssey in Wegling r through our itate Depart-
ment some plan was being discussed fn & shfative of the British
: mp [over here to this Country
e matters, in fact, the
: A No@ to off set thelr trip to
this Gmtry vhlch we thought might have TWg apsbarance of a visitation to
collect debis. I talked the matter over with mhingtm and they didn't take
very kindly to the suggestion thbat we go sc it wpq dropped. I think Warburg's
opinion had a pood deal to do with 1t, a8 he A1) along been reluctant for
me t0 permit anything to delay the developpsfiyZof the Pedersl Heserve bank
a8 that would.
Within the last few days we lesrn ™M
day 1 learned that & representative accompan)
are on their way over here and will arrive in aN{}y or two. How, in the
strictest confidence, this matter has been taken up with twe or three of the bank-
ers in New York, incluwding myself, with a view of insuring that negotiations
in some wey be brought to us as bankers rather than de handled by Government
representatives who are not strictly in touch with banking matters; and our
attitude has been that, as the plan was arranged by the (Government, whatever
negotiations we have should be undertaken with the Govermment's assent. During
2ll this yeriod of megotiation and exchange of views between Washington and New
York and the members of the committee, I have been in touch with Jemes Brown,
whose partner, montagu Normen, of Brown, 3hipley & Co., 1a a director in the
Bank of England., 1t developed that immediately following my [lirst csble to you
that we might mot ship gold withouwt better cooperatlom from the Bank, Normen

. Sir George Falsh,-and just yester-
M hin from the Bank of England,-
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cabled Brown, at his home in Oyster Bay, expressing some concern, following the receipt
of advices in London that the pold pool would discontinus 1ts plan and disband. Brown
called me on the 'phone and I informed him that be was wrong, but that he coumld tell
his partner in the Benk of England that we W¥3d askefor advances without interest and
s bevter price for the gold, and that they bad positively declined both sugpestions,
and in view of that we thought we had better negotiate first and ship the gold
afterwerds when we hed an understanding. Since then srown has explained to me
the contents of various cables he hes received from time to time from Norman, all
iadicating that the snglish banker does not believe you and your representat ions,

or does not understand conditions here, or does not want to cooperate, or, at any
rate, won't cooperate for some reason or other; amd with all of this f have been

much puszled until only yesterday 1 got the cme. It is undoubtedly the case that the

Bank of sngland must have heen aware of the Governmont's negobiations and have felt

ztimid about dealing with you so long s the Government was undertaking to deal with

our (overnment. 1! anticipate that all that can be stvaishtened out whem Falsh

arrives here, dut in the meantime ! was led to cable you not to pursue your negotistions

with Lloyd-George and the Bank of Euclend sny furtber until 1 had cabled agein, and

exproes ing confidentially the opiniom that the committee womld not ship gold until

the Bank d4id cooperate. , |
1 have hesitsted about cabdbling you too freely, any way, for various reasons |

which 1 muat explain when 1 see you, but 1 want you to understand that we are doing |

everything we can here o carry out the policy which 1 Jmow you would be foremost inm .

advoecating if you were here, viz., that we have got %o pay our dobts or bust. It is

8111y %o avold the conclusion that they huve got to be paid in pold if we are not able

to pay in produce or unable to extend. 1t is disappointing not Lo meet with hearty

cooperation in this effort. The whole country has come forward in & magnificent way

to meet tho situation, and now we are checksd by the narrow policy of the Bank.

1t has developed,~ in what way 1 cannet surmise,~ that my election as
Governor of the New York Federal Reserve Bank may make 1t necessary for me to teke &
mowe 20tive part in the negotiations here than would have been the case othorwise, and
jater on 1 can inform you more fully. Curiously emough, at our meeting the other
day s great many sugpestions were made as to how we could take care of the situation
without shipping the gold, how we could induce those k& ing bills maturing to arrange
extensions, otc., elc. I listensd me patiently as I could for & while and then saild
1 would offor & suggestion thet would de at least a partial solution of the difficulty,
which was ac follows: If the New York Clearing House Associapion would set aside
$10,000,000. of the gold fund in a special fund, wunder & contract with the Bankers
Trust Company agreeing to sell it to us at an agreed value on the maturity of bills
in London drawn by the Bankers Trust Company, 1 would arrange for the Bankers Trust
Company to draw $10,000,000 of ninety-day bills, with options for extemsion if possible.
Vanderlip saw the point at once, and said the City Bank would do the same thing, end
1 will be willing %m right now to bet a little red apple that before we get through
with this trsnsaction something of that sort will be Jome. The minds of bankers
in this country today are im such condition that they do not dare to draw’ long bills
without gold cover pdssible, and 1 don't blame them. Personally, 1 think that if
the Bnglishmen will deal fairly with us we will do better by shipping the gold iteelf
than by drawing long bills, but if objection 1s made in this country 1 do not see why
the sugpestion that I made cannot be worked all right. ) @

1 have been so absolutely discouraged and disappointed in sll the transactions
you have had with Wigham in London that 1 feel it necessary to ssy that I.would prefer
you dian't desl with him in comnection with this gold fund. I have absolutely observed
your injunction to say nothing about the difficulty to our friemds on the corner, except :
that one dsy Tom lLamont asked mo how you were getting along with him, and I said “rotten."
Don't let them put it over on you; that is the great thing.

Confidentially, our chlef applicant for exchange has been Goldman, Sachs. We
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have dealt with them pretty gemerously, but have been holding our rates rather sbove
the market, that is, from 4 to 4, believing that we can still induce a certain amount

of extenslons and roll the London account along, ¥e have only actually sold &375,000
out of the H2,000,000, and exchange ia working up higher right along as the result of
our policy. It has the appearance, of course, of our following the market instesd of
holding it down, but I have beon determined and insisted as much as 1 could upon £0lloye
ing that poliey from day to day until we had mede our first call of $25,000,000, which
will probably be made in 8 day or two. The $10,000,000, 88 you know, was & preliminary
advance by the New York banks. When we got the 5%,000,000 I think we will probvably
take & hard crack at the market some day,-and put the fear of the Lord into the minds

of anybody who is scoumlating exchange st high prices. Like as not it may strike somo
of our orn committee, perhaps ourselves, bdbut of course 1 have in mind the main ob joot,
that ia, the gett ¥ the premium on gold reflected in the price of storling,

Our committde, to which ¥r, Wallace of the Central Trust Company, has boen
8dded, is tremendously interested in the work. We meet In the Clearing House every
morning at 1l.15 for sbout an howr; that is, the Whole committee. Then, the Yoreign
Lxchange comnittee, consisting of lieasrs. Alexander, Woodward, Wallace, Vanderlip
and myself, meet at 3,20, fix the rate for the day, pass O applications for chook
and cable transfers, and by the tims that mecting is over it 1s somerslly 5.00 ofclock.

AY yesterday's moeting Secretary UcAdoo called mo on the 'phone and asked 1f
we could belp out the Govermment on about $1,600,000 that the Postmaster General owes
in London, also $149,000 in 3witserland, and about $35,000 in the Barbadoes.  Aftor
some discussion we decided trat 1t was inadvisable to have the Government im the markot
paying & premium for gold when they could just as wel 1 pay in gold, end should pay in
gold. On the other hand, we didn't want the Government to be advertised as shippiag |
goldy so 1 telegraphed Jecretury HeAdoo that we would gell him the exchange at cost, ‘
to bo pald for in gold, 41l this smouats to i3 giving the Covernment owr faeilitios
at cost and giving us §1,600,000 of pold, which we can elther sdd to the fund or
distribute to the contributors. ¢ ;

1 am in some doudbt what we should do about French exchange, 8ls0 Swiss, but
am hopeful that we cen arrango to have 8 gold crodit establishod under soms sort of an
arrangement that will not necessisate shipping pold. Baven't yet studled it out
but will probably cable you in a faw days.

Reverting once more to yours of Septomber 25th, I have placed a copy of that
lotter in the hunds of each member of the Committoe ansithink thet they imow more about
it now than they did before. I want to repeat once more th:t it is amazing the way
we ware working along parallel lines without opportunity of dlscussions

‘ 1 have read your account of the arrangement about the $10,000,000 transaction
with the grestest possible interest. The London Bankers that you are doaling with
certalnly handlodthis matter handsomely. I hope Sir Edward Holden appreciates that 1 am
endoavoring to do what is right in these things and the division among these Banks as
arranged was in accordance with the policy determined by tha Committeey with which
1 think you and Str Lward will thoroughly egrees If further shipments are mede,.tho
Commitbee will draw its own exchange and make its own cable tranefers inorder that no
possibllity ofneriticlism mey erise as to certain Banks getting advantages or anything
of that sort The form of London chock snd all the papers nye being prapared, spocimen
signstures have gome forward topether with weriows authoritics snd I am golng to ask
you upon receipt of this lebter to stop at the Banks snd see 1f everything is in order
for the Committee to draw and send cable confirmation so thet we can have, our arrange-
ments thoroughly understood in case further shipments are dotermined wupon.

48 to the lLondon Comnty and Westminster Bamk, I will bear thet.in méndt |
when wo develop the matter further if we do. The banmks wers solected in drder of im-
portance, taking Into comsideration, first - the Xmowledge of Ameriosn business and
extent of American business, second - strength, third - the Commiteels abilit- to
mako prompt arrangements through existing chamels. I pguess we made no mistake und
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we will probably heroafter stick to the four banks only. What you say about these
bankers feeling that we shwmid hove a better rate is most interesting and strengthens:
my opinions sonsiderably. You have not advieed me In any gour lstters what

would be & proper wate for fature gold shipmemte, btaking Anto assount all of the
eircumstances. The Bank now pays,as you say, 768. 3 1/2d4 for eagles, dedustiag from
that 5@ when the gold iz shipped to Otiaws. .m nesrly/as we gam figwre, we ought
%o get about 76s. 28 or possibly 2 1/2d4 net for gold shipped to Ottawa, I am
hoping to hear from you in due coursn that the arrengement undor which the Gankers
Trust Company openad W spocial acoountswith Foldem and Parr’s Bunk was proferable

to any other, so that the boys in the office may thoroughly understand the situation
in the future.

Rerils Honey Herket. -~ I am satisfied from what you write and what I hear
from othera. thw the a.huormlly low rate for short amey in the London mrket is a
purely artificlal situation, liable %o derangement at any time with some necessary
change In the policy of the Bamk of “mgland. ¥e have always got to fear the offect
of a change in that discount market and that is an additional reauson for precaution
about letting ge of owr own gold withoul & comtract umder which wo can some day get
it backe I am most anxious that you should not have felt concermed ar taken offense
at the suggsstion tHat Mr.Vanderlip and I go to lLondon. IFf Vanderlis went I had to
go and he sald he couldn't go wnless I wonld; besides, at that time I Imew of my
mrospactive elegtion asn Governor of the Yederal Reserve BDamk and I wanted %o talk
with you about a lot of matbers, imeluding thie. I wanted, if possible, to take
Hira.Strong with me to get har alsther and a%1l1 forther, I wanted to get a bdetier
understanding of the lLozdon situatlion tham I could by correspondence, wvea with you,
with a visw to the fabture opsrationsof the Bank itself, all) of which I hope m
will fally mqrstand.

Travels Paris Ao . - I haven't so far had opportunity to write
you how this hes lmlopoﬁ 'm want to do 90 right nows Vhen we were first ar-
ronging for the 26,000,000, m-.urgm was in the midst of negotisting a large French
ocredit. He said that 317 w» would put up £5,000,000. of gold in New York with the
Bankers Trust Company he conld arranpge the eradit: that Horgsn, Harjes & Company
and the imerican 3Ixpress Company would cash all imerisan letters of cradit and the
disposition of the gold sounld later be arranged in effecting reimbursement. ¥e
ecarriad out that arrengenment. The gold was racked in our vaumlt and the Exoress Com-
pony got their directions and there the gold lay for some weeks. I kept urging Mr.
Horgan Yo have a more definite understanding but he sald that it wes impossible as
conditions in Paris were so chantie, that he couldn't work anything out with his
Paris offico. Ilsater he advised we ond wrote me & letter that we nesd no longwr
retain the gold and that he would arrange for reimbursement through reguler channels.
I told him I 4idn'% think that wae falir; that the doal undoubtedly invelved a large
profit - poseibly 875,000; we had vat up the gold and should get our share of the
profit. I suggested a Joint acoount. That, at first, he sccepted. lLater he with-
drew and Hr.Orown ané I were appointed a2 Committes to handle the mattor. Ve agreed to
accept o check for £15,000., in settlement of our share of ths profit for furnishing
the gold. lNr.Brown first accepted this and 1 was ombarrassed at his doing so, be-
couse it didn't strike me as fair, 20 I wont to Mr.dorgen and to0ld him I &idn't think
it was quite right and that we should have one-half of the profit on acoount of the
Joint arrongement. He thsa %014 me he bhad no idea how much of the coredit bad
meed for travelers chegques. Ne didn't think 21,000,000. Reimbursement wes being
principally effectaed in london;to a moderate extent only in Wew York; their Paris
offico was badly disorganized, part of it was In Bordeaux; they got no account of
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the London collections, so didn't kmow the amounts thet hed gome through and he

d4id not think we could expect over o have & settlement of the ascount as a whole. .

After considersble debate, all of which I reported to a moeting of our New York
Committee on Vednesday, the Committee decided to aseept the 15,000., and upon
receipt of a letter from Morgem & Company, relisving us of any liabilities for
reimbursement or expenses, the hankers Trust Company le to distribute the
$8,000,000+ among the contributors. Ve may have to pay sbout 5,000, Inberest,
but_1 think ve @0 chargeN them about $10,000. for the work and of course the
profé@ie- on the account will be suffielent to take cure of it. I have no idee
how much expense the London Jommittes has inourred. Wish yom would write me
about that as soon as possible. The Parls end of the account was most unsatie~
factorily handled becanse we were always laoking informstion. This has been
& lesson and in the fature i a Job of this sort is to be dome I thimk yon
and the obher boys at the Bsnkers hud better umdertake it yourselves without
PArtHers .
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~ Sehmid is working diligently om these. I cabled gou
them, as our committee is considering whethsr we may
that figwre in commection with mmm. should we be

If you feel that the eituation ean be better handled by
Company take over the whole account, do not hesitats to
that the New York Committee will give me whatover suthority is required.

tomtrmlm'muuom. znmummmmmnm—
though th

as
mawmmummmm,m WM»S&V&
told Sehmid %o put 1t wp to the Committev.
' on the other elde, for then the question
otm-mumunmrmuwmxnmuhn.mmmmmm
is he method followed.

‘ Arbitrationse~ These are very @ifficult in this market. Sehmid will
write you separately about it.

Edgar jilllse~ Cheque received and sSoimid will fix it up.
Seluaid 8 sttonding to this.

g
§
£
g
3
§
1
i
T

Spaine- I have resd what you say about ifr.’oney's lotter, ss well as
the letter, with great intereete These matiers have sll got to be mmm
with regard to the future polioy of $he foreign Uepartment.

mumrwmucuumamzmmwmmu
exceedingly important, If »¢ accept credite in London for acconnt of ‘the Bauk of
Wandmmmuatmwm“hmmnmmm,nm
take the gold out of our gold reserve and as ve draw ageinst the storling oredit
we will ge% payment in New Yorz in Clearing ouse funds and not in pold. I
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should have written you about that before but the following on the New York situma~
tion will explain the possible denger of this arrangement.

There has been issued in this country a total of £350,000,000.
Aldrich-Vreeland curremey, which camnot be distinguished on its face from ordinary
national bank notes. The New York Clearing BHouse has issued sn unknown smount of
Clearing House certificates. The net amount betweenm institutions is something over
$50,000,000. I imagine the gross amount may run up as high as £150,000,000., or
even more, but that, of course, is known only to the Clearing House Committee.

411 Clearing House balancos are being settled in Aldrich~Vreeland motes, whers such
can be had and failing that in Clearing Houmse certificates, which, of course, bear

6% interest. Other cltles have also issued Clearing Howse certificstes in greater

or less amount and as a matter of fact I have no doubt that the country as a whole
today has inflated its credit instruments well over $500,000,000. If we should ac-
cept London payments of the character suggested, against segregation of gold in our
own vaults, we would simply be earmarking our reserves for the Bank of Spain and how
we would ultimstely come out would be a serious question. That operation carried t ]
for would clean all of our gold out of our vaults. Of course, I realize that nati
bank notes are permitted for a portion of ocur reserve.

Under the new State law, out of the 15% cash reserve required, one-half
mast be gold. If the Bank of Spain should ¢all on the Trust Company to ship any part
of that ml&mﬂmmmmwmmanm&aMutodou,mm/‘fﬂm
of our Clearing House would be on our back in no time, so I am a little dubious, as
you can imagine, about the feasibility of the plan which you suggested to Holden.

Bugo Sebmidt, - Schmidt's letter is rather pathetic, but of course, very
pleasing. I may say again what our ¥r.Schmid has doubtless written you freguently,
that the Deutsch Bank seems disposed to give us a large amount of their dollsr busi-
ness. If you have oceasion to write Hugo Schmidt I wish you would give him my omnlg
regirds and explain to him why I am quitting thé Trust Company. ’

8 Banits - There is going to be tremendous pressure to get
the Federal Reserve Bamk system organized at once and in some ways I think it moat
desirable. Pierre Jay has been appointed Federal Reserve Agent; Starrek, the bank
examiner, Deputy Reserve Agent, and the third class *C* dirsstor is George Foster
Peabody, formerly of Spencer,frask & Company. The eclass 4" direstors are Toodward,
of the Hanover; Tremen of Ithaca and Locke of Buffalo. The class "B directors are
William B. Thompson; Henry R. Towne and leslie R. Palmer. On the whole, the Board
is a good one. We have temporary offices at 27 Pine Street and Just as soon as 1
pull out all the roots 1 am going to get down to work with my cost off. I re-
fer %o the matter in this letter partienlarly because I want your opinion on one
subject, and on receipt of this letter would like = brief cable from you indicating
whether you do or do not egree with my views. : ‘

With sterling exchange at 4.97, gold is really at a premium of about 1 1/2%.
It isn't reflected in this market directly because thers is no currency famifg, and
while gold has been hoarded to some extemt there is no real demsmnd for gold for do-
mestic payments. Refusal to export gold, however, has put a premium on geld for
international payments and that raises this question which glves me & good deal.-of
concern. How can the Federal Reserve Bank of New York start business; take payment
of ite capital and deposits in gold; commence discount opsrations; iseue possibly
a large volume of notes and expect to continue specie payments in the redemption
its notes, while this premium on gold exlsts? 1.0+, Will not that bank be in exactly
the same or & worsé position than all the banks in New “ork, and simply have to refuse
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%o pay gold and if it does that will 1t not be thoroughly discredited before it
starts? One may answer that the bank can pay im legal tender. So it cam - if it
has the legsl temder, but that simply will transfer the demsnd to the sub-treasury
if it once starts. OFf course, the bank is in no worse position than any other bank
is now, nor is ths treasury in any worse position than it is now in case these de-
mnds are made, but there is this distinetion, that we are starting a new bank sys-
tem with very great expectations of its success and is it going to be good polley
to have it in a position where it may have to suapend specis payments shortly after
it opens its doors? This matter has given me a good deal of concern and I am going
%o take it up with Varburg, making that a basis of argument with others to have our
government take a different stand in handling the cotton situation. This is what |
I want your opinion on Just as promptly as possible. |

This is a pretty long letter, and as I am hoping to send it to you by
lirs. Strong, it will give iir.lewis Tuesday to prepsre it, as Mrs.Strong salle at
one o'clock Wednesday morning on the “Iusitania™. Don't feel on aceount of my
resignation that you are not to contimue writing we about these matters. Keep it
going as heretofore and I will be"on the job".

With my but'. as 'cnr.

Faithfully yours,
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Degembor 16th, 1914
Dear Fred:

I am goling to ask you t0 prepare for me w0 stetemends in
such form #hat I can heve them copied out in lamge figures on 2 sheet
of paper for uwse a8 I desoribed to you yostarday.

The firet statement is & semple osloulstion of the cost of

_senverting Americsa geld coim inte sterling exchanmge by shipping

esgloe to Ottows, wsing the rete at vhich the Jank of “nglend &8 now
buying ongles as & bhasis of ounleulations

In the seeond statement, I t;llt % ehow Just bow the value
of Ameriecan esplese i converted into the value of Inglish sovereigne,
based weon ths price of 77s. 8. per cunce pald by law by tho Haxk
of Englend for etendand ber golds 'his, you will understsod, needs
to be stated In & very simpleo way, in order to illustrate Just what
the process is with vhich == are all familicr, of arriving ab the

valne ia sterling of Amorican oagles when 1% is= necessary %o pay owr

foreign indebtedness by that method rather than by purchase of for-
sign billss

Vory traly yours,

Hre Fred I Eont,
Bavesrs Zrust Comroany,
Hew York Citys

BSIr/ VClimd
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December 18th, 1814,
Dear ¥Fred:

I am golng to ask you to prepare for me two statements in
such form ghat I can have them copied cut in lamge figures on & sheet
of paper for use as I described o you yostorday.

The first statement ie & evmyie caloulation of the cost of
converting Americsa geld coin into eterling oxchange by shipping

esgles to Cttowa, uwsing the rate at vhich the Bamk of Englend is now

buying eagles as 2 basis of galoulation.

In the second statement, I swant to show just how the value
of American esgles is converted into tho value of Inglish sovereigne,
based wpon the price of 778. 9d. por ounce paid by law by the Bank
of inglend for standand bar gold. This, you a111 underastend, needs
to be stated In a very asimple way, in order to illustrate Just vhat
the process is with which we are all familisr, of arriving at the
value in sterling of American eagles vhen it is necessary to pay our
foreign indebtedness by that methed rather than by purchase of fore
eign bills,

Very truly yours,

ire Fred 1. Eent M
Bankers Trust Company,
Hew York Ci ty.

BSJr/VOlled
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¥

FEDERAL RESERNE B!
Decomber 21, 1914.

Dear Frods
fan you by any possibllity handle the
encdosed matter? Varburg is anxious to sce it

teken up &t once, snd if for sny reason you do

not feel able to tuke hold of it, won't you
plesse return the enclosed papors, fo I em
submit it elsevhers?

Yery truly yours,

Gove rnor,

Hre ¥red 1. Heont,
Bankers Trust Company,
How Yorkk Citys

B3Jr/VCie2

Digitized for FRASER
http://fraser.stlouisfed.org/
R e M




U

December 24th, 1914,

Your faver of December Zlst enclosing
atatements received. Please accept my thanks
for same. 1 hope to see yom in the very near
future when there will be opportunify to talk

this matier over with you.

Sincerely yours,

Fred 1. »K‘J’nt\, Eﬂq- -
Baniters trust Company,
New York Citye

VOB
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Dear Mre m‘3l
. 1 sm leaving thils afternocon for
Washington, but esrly next week I want you
and Hempel to take lunchoon with me to dis-
cuss the mcgeptance matters
g Very truly yours,
: ‘ :
Fred 1. Ken ey
Bemkers Irust COMpany,
New York Citye
B8Ir/vou
L
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January 19th, 1915,

Dear Mr. Kent:

, Igmlmim this afternoon for Washing-
ton, but early next week I want you and Hemphill to
tako luncheon with me to discuss the acceptance mat=—

ter. How will Nonday or Tuesday suit you?
¢ Vory truly yours,
$
Fm x‘ b ’q.'

Bankers Trust Company,
Few York Citys

Dictated by Mr. Strong
but signed ia hic sbsences

TOR
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April 6th
1918,

Dear Pred:
There must be some mistalte about the circular referred
to in yours of ilarch 50th, as I never heard of such o circulay

and doubt if the Federal Reserve Board would have occasion %o

meke & oall for remittances of any kind from member banks, Won't
you try and get a copy of the circular so that I can write them
& little more intelligently zbout iti if the surmise proves to be
gorrect?

Lot me thank you very cordially for your assistence in
the acceptance matter. This is my first opportunity %o do so
as I left toem shortly ofter our last meeting,

Sincerely yours,

Fred Is Kent, Esqs,
Bankers 8 TPany ¢
How York Citye

BE Je/voM
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Hay 3rd,
1915,

iy dear Fred:
Thank you for yours of the S0the

All that you say is understood and

fully appreciacted, and in due time I hope that

we may be able to determine upon a policy that
will be of value, but at the some time, will not
give rise to friction. :

Plesse let me know, if any further sug-
gestions dfcur 0 yoe

Sincerely yoursy

Pred I Ken:t. Esq.’
Vice Pre » Bankers Trust Company,
16 Yall Street, New York Citys

BS Jr/vOu=10
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July 10, 1915,
Dear Fred: \ 3

1 am much indebted to you for your letter of July 8th; iﬁich I would
like to amswer ih full if time permitted. Possibly we can have a meeting to-
gether in the near Yoturt and discuss these matters, Let me say briefly, how-
ever, that I think that your fears are no'less than mine, but in some respects
they may be greater,

The real crisis in exchange is likely to occur this fall unless meas-
ures are taken to improve the situation, This will be due, unless I am mis-
taken, to the following factors:

1, An earlier cotton movement than last year,

2, A delayed grain movement. ‘

3, Cormencement of payments for actual deliveries of war munitions,
on which contracts cash payments have soc far been made only,

|
‘
|
4, The absence of remittances for foreigxi travelers,
5, CExhaustion of the Bank of England reserve held in Canada, |
6, Continued and furthsr reductions of our imports, |
It is generally assumed that these factors will be offset by -
1. Foreign Government borrowings in our markets.
2. Bo‘_-n.lea to us of our securities,
3, [Hoderate shipments of gold,
. Absence of foreign investments in our securities, ! ;

4
5, Direct commercial and finsncial borrowings between banks, cor-*
porations and individuals,

All of these factors combined, as you state, will hardly furnish com-

plete offset to our export balances, I do not anticipate huge sales of our
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securities in this country, because I believe that forelgners are showing a
disposition to hoard our securities upon the same basis and for the smme
reasons that they hoard gold when it is at a predium; In other words, the
existence of a premivm on American securities due to the premium on dollar
exchenge, will not necessarily induce sales of our securities by that class
of people who are sufficiently timid to hoard gold when it is at s high pre-
mivm,

How the question is: How can this situatioch be met?

l, I think it will be partly met by England relinguishing a con-
siderasble smoumt of her commercial credits to the benks of
this country, itnmmrtnoeghtodewlopmmhima
for handling the businsss,

2, I mmmmnaleriu- arises it may be found necessary
for foreign governments to place a disceriminating income tax
on American securities,

3, And this I say dolefully. It will be met by restrictions upon
our exports due to their inerbasing cost as reflected in the
price of exchange; in other words, the failures of the lastfive
factors to offset our trade balance will cause trade to lan-
quish,

This is a gloomy outlook, but I do not expeot to see the situation

arise until next year, and, of course, only in case the war continues,

To sum up the whole story, a break down in Internmatiomal exchange
will injure us more commercially tham it will financially, These are in-
teresting and exciting days in which each problem must be met as it arises,
0f our emall part in affairs, the most emcouraging feature of the situation is
that the Federal Heserve System has shown "&tjs--abmw to accumulate gold, Did
you kmow that all of the Reserve banks togethor hold about &60.000.000 of mld,
of which nearly one half is held by our bank? Paraonauy I regard lt as da—
posited with us in tmt until the tide twrns when we probably will ha're to let

some part of it go to Burope,
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I had not intended to write you such a long letter, The balsnce will
be continued verbally,

With best regards, and wishing you a fine holiday, I am,

Sincerely yours,

Fred I, Eemt, Bsaq,.,
Hartsdale, Hew York,

BS Jr/RAH
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October 26th, 1915,

My dear PFred:

The enclosed comes to me as & very great surprise, If the Havy
Department permits its officers to collect memey for services of this sort,
I feel very sorry indeed for the service.

Tliera really is nothing that I can do at this end of the line to
get this matter straightened out, It was én arrengement, brought sbout

as you know, b& a serious smergency in vhich the govermment snd the bank-

ers joined hande in an effort to relieve travellers abroad from great dis-

tress, ¥y suggestion is, that you have the law investigated and send me
a Prief indicating just what rights, if any, Captain Decker has, If it is
a matter of discretion resting with the Havy Dapaftmnt, I will be glad to
see Secretary Doniels about it.

There is no doubt that Captain Decker did perform & great service
for us, and although it has possibly besn overlooked too long to do any-
thing now, it might be well to consider vhether he is not entitled to some
evidence of our sppreciastion, Of course, he was absent from this country
nearly & year while the Tennessee was in Bastern waters and it would have
been very difficult to arrange any suitsble recognition of his services on
that account. V 7

After you have securec some statement in regard to the law, I ‘3111 s
be very glad to assist in any way possible in Vashington., . 5, N

Very truly yours,
Fred 1. Hent, EsqQe,

Bankers Trust Company,
Hew York City.
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Hovembey 23rd, 1915,

I em returning herein the correspond-
once with Captain Decker, having made a verbal
renort rosterday on the metter teo ¥y, Roberts
Yalkor,

Very truly yours,

Pred 1. Xent, lsqg,.,
Bank P8 Trast Company,
16 ¥all Street, Hew York City,

it g
x"}_i
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January l4th, 1916,

Dear Fred:

I am writing to ask if you will have roady for
me on about Jammary 26th, £200 in Wank notes and English
gold with some ?ranch gold, if you caan get it for use in
case I gannot get it in Londom, Also, a letter of ecredit
for £1,000 and $2,000 of Bravelers checks, I will sign
the usual agreements so that drafts and travelers chocks
can be charged to my aceount as they come through,

Very truly yours,'

Fred I, Kent, Esq.,
Bankers Trust Compeny,
16 Wall Street,

New York City.

BS Jr/veH
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Jaunuary 18th, 1916,

Dear Freds

Thank you very much for yours of the 17th
and for *.;?;»".- statemwsnt in regard to the London account
and for the nemorsndum on French terms, @ll of which

3 ~ T W et
is exact 1;.’ what I wanted,

Sincersly yours,

- A T i b =
Pred I, “ent, Heq.,
0 T e el o TR ', ok
Vare The Bankers Trust Conpany,
Rew York City.

» T 1w
BS -J.T.‘/'fbt’;




: i Ritz Hotel,

@ &)
\RITZE SHOTEL . -
LR Piccadilly,
TELEGRAPHIC ADDRESS
RITZOTEL-PICCY-LONDON L ‘DndOIl,W.

liarch 11th, 1916

$
Dear PFred:

I hate to trouble you about bother-
some little things, but as it happens, I am
exceedingly keen to get a complete collection,
if it is possible, of all Belgium war emergency
currency, one of each denomination, issued in
the various cities, towns, etc., under the
military government since the war broke out.
Of course, I realize that thisg will entail
considerable trouble, and I am wondering if
through your channels you could find it possi-
ble to employ somebody to meke up this-
collection, and have it forwarded to me along
with a bill for the cost. If you can put me
in touch with the proper party I shall be
glad to correspond direct. .

After I have completed this collection
elong with & number of other matters I am work-
ing on, I shell probably turn it all over to
the New York Public Library.

Thenking you in antieipation, I em,
Faithfully yours,
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May 31st, 1916.

Dear Fred:
The impression made by your nete and your long
letter in regard to the gold metter is that you should take

bettér care of yourself. Tou are working too hard and

somebody should see that you e¢ut it out.

It seeus to me your letter covers the ground
very fully and I am wvery grateful to you for your help.
Later on, I will undoubtedly i?nt some more advise.

Again, please take care‘of yourself.

Faithfully yours,

Fred. I. Kent, Esqg.,
Care The Bankere Trust Company,
16 Wall Street, New York City.

B8 Ir/VCM
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- Bstes rark, Colo., July 20, 1916.

iir. Pred I, Kent, V. p,,
Bankers Trust Coa,

16 Wall 8te,

llew York 01§y.

Dear Pred:

Bnclosed is a form of
War Savings Certificate, for wh

You may consideX i€ an 0dd investment, but 14

is & little matter—ef se Y3went in discharge of obliga-

. tions for some fave Ba\Blackett did me abroad. In
sending forwsi SUpReription would you mina giving
1natruot1qna ﬂ certificate sent to you and
pPlaced with my ¢ourities for safe keeping.

°_oountry and its besuty and charm
rdship of banishment, Will write
ted more letttr-writing.

Sincerely yours,

Enc.,

2\
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Hovember 28%th, 1916.
Dear Fred:

It waes a treat to get your lette

of the 22nd.

There is 2 great deal that I coulf\write you abeout the

was fairly well 'understood
in aaaum{ng that the resefy
_givendeseription of bills. IR AbAt circular had not contained
those two paragraphs
ficulty in handlj

You afg

ile out here when mntters of this sort should be freely discussed. |
Barring an occasional setback, I am getting along pretty'
well, better in fact, than T had expected. ‘ |

#armest regards and many thanks for your letter.

B

Faithfully yours, A 1

Fred I. Kent, E :
Bankers ?rusf Company,
Digitized for FRASER New York City.
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December 8th, 1916.

Dear Fred;

Thank you very warmly for your lett of December 4th.

It is just as well thet we should rebdrve these various

international matters for paradnal think you know

and have had ample evidence of the character and st h of my

.altogether as you would have libhedig have had it, but I am in-

clined to prophecy thg¥ The—epimqde Wil pass into history withe-

out serious interfp @hich must be done so

which What
pleases hing else, however, is the feeling that
you person regrets about coming to New York and that

both in association and in material ways it has paid.

Warmest regards to you and the others at the office.

Singcerely yours,

Fred 1. Kent, Esq.,’
Bankere Trust Company,
16 Wall Street,

New York City.

BS/vCH



Decemwber 12%th, 1916.

Dear Fred:

I have just received a lettier from

of mine who is a nurse in one of the itals in Flan-

celebration in the hespital. A Toher has been so” delayed
iﬁ the mails that I cannot
arrange to ¢able it and I am to ask if you will transe
‘.fer Fraf 600 by cable nyergaux, through Xorgan,

letter of eredit and

y there and is

Ell=known in their office,

¢ confired to gquesting them to pay her

'Frs. 60C & e GUG > will know from whom it comes.

The cost of the Irance and the cable can be cherged

to my count and I wi ask you to advise me of tl.e mmount.

Best regards

Fred I. Kent, Esq., »
Care Bankers Trust Company,

16 Wall Strest,

New York City.

BS/VCK
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Denver, Colorado,
January 4, 1917.

Dear Fred:

1 am writing sepsrately to reply to yowss \of the 21st which
came during my abaencé in the mountains over t

You sand Hr. Hulburt are faging

you and Er. Hulburt would care

me privately for comment before they are
to promote your work will be gratefully

Very sincerely yours,

Fred 1. Kent, ‘Esq.,,
Bankers Trust Coe
New York City.

Bs/cc
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Denver, Colorado,
Januwary 16, 1917.

Dear Fred:
Hany thamks for your letter of Jammary 1lt d the enclosures

which 1 have read with care. 1 anpreciate your c esy and confidence

to bring out specific points of ¢
structive suzggestions of valne

to0 complicated and t
salf into a fow

# the questions applies to numbers
as though they were one guestion. The
e mearly 700,000,000 of deposits znd they
at interesy glightly less than $200,000,000. This sum in-

up acerued dividends, but the banis as a whole are mot yet sarning the
full 67 on 56,000,000 of peid-in cspital. Should we,- therefore, under-
take to pay 2% interest say on mearly §700,000,000 of deposits, it would

require additional net earnings of between $15,000,000 and $14,000,000 per

annum and, incidentally, would involve & very large increase in m-.
At the average rate of earmings on all invested money, 1 would estimate

that it would necessitate increasing the investment accounts of all the

pﬁ 2ll expenses and make = beginming in cleaming '
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To - Hr. Kent. Januvary 16, 1917.

Reserve Banks a total of between $500,000,000 and §600,000,000 as the

earnings on all investments average very little, if anything, in excess

of 3%. This makes no allowance for largely increaec ezpemu. in

other words, it would necessitate investing more all of our reserves,

which could only be accomplished by an enormous e nsion of the mote is-~
sue for the purpuse both of accumulatin, and of extending

oeredits. It would be the destruction of the system, wob ead to an

form of thelir own cash reserves aix musf hereafter obtain through the

reserves of the Ressrve Banik

can pay our way. The machinery of the system has been dévalupod along

lines of whieh I have advised you from time to time, particularly designed
to avoid reckless and extravagant competition in rates, with all eonoqn'ex:t
dangers and dissatisfaction. If we should be required to allow iniereét .

| L

on deposits, the necessity for increased earmings would drive us into com~

petition with member banks to such an extent that the interest pald them
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To -~ Mr. Kente Januwary 16, 1917.

would be a very small compensation for their general loss of sarmings,
which would be reduced by our activities. The suggestion of these two
points in the guestions submitted I believe will cause more trouble,

misunderstanding and dissatisfaction than almost anything else that

~ i

” ———

could be introduced into the subject. /”,f' ‘\;\\

I am writing you frankly and, of durse, oonfldenﬁqqlly so that
4 J

if it is not too late, you and your assdcgates may con91d3r the wisdom
of an amendment to the circular 11 this respect.

Should we be foreed toJgﬁﬁflnterasb\qudepcgfinf we would like-
wise be forced into comnet1#ubn with our memhdrs, and the conseguences

I \
would be disastrous. \ \ /|

A \ \ //

Fred 1. Kent, Esqa,

Bankers Trust COes { ( //
Hew Yopk City. \N\__“/
Bs/ce \r————
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Denver, Colorado,
January 16, 1917

COBFID

Dear Fred:

it has been & great relief to be =ble %o ¢

matter of our foreign correspondent re legram just re-

n will, no doubt, show you

sh’ point covered by his

you also if you would be able soms day
, as< for irs. Helaren, my secretary, and

operation of the arrangement which oceur to you zud generally expross
your views of. the whole scheme; it will help mwe & great deal. ! .
With best regards and again meny thanks, I am, |
Sincerely yours,

Fred 1. Kent, EaGe,
Bankers Trust Cos,
16 Wall Stey Hew Yoric Citye

Bs/cc
igitized for FRASER

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis 2 it il 1 MLl el



Denver, Colorado,

. ’ » Jonwary 16, 1917,
Dear Fred:
It has been & great relief to be azble to ¢ t you in the
matter of our foreign correspondent legram just ro-

and wade some valusble suggesti

x:
Up that shon

of them you will realize was a

been mogt| valunable, and you also if you would be able saie day
to drop Hr. Treman's o » 88K for lirs. Helarem, my secretary, and
dictate to
| operation of the arrangement which oceur to you sad gemerally express
g ; your views of the whole scheme; it will help we & grest deal.

With best regards and again msny thanks, 1 am, o

Sincerely yours,

Fred 1. Kent, E8qe,
L Baniters Trust Coe,
,‘ 16 Wall Ste, Hew York City.

Bs/ce
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" ters will take a broad mipd

Denver, Colorado,
January 27, 1917.

1t alters my opinion to learn thad it
meke a digest and recommendstion base
payment of interest on balances carrie
only impossible, but I regard

discussion, so I hope that i 8 who wnderstand these mab-

that proposition very

positively.
My suggestion 2 s, that you keep in close
touch with our office and’so\far as the credits themselves are con-

dness sske abandon $his rigid practice

of having acceptors by their gyt bills. 1f tha,t is allowed to develop

by this pernicious arrangement. Arrange it so that the bills are really

sold snd you

¥illl encounter fewer difficulties in ydnr dealings with ﬁl. -
‘ Yours very truly,

M I - mt’ m..
Bankers Trust Co., ) % H
Hew York City.

Bs/cc




¥
Denver, Colorado,
s - - Jamuary 27, 1917.
Dear Fred;
- Thanks for yours of the 23d.
A
Yours very pruiy,
igitized for FRASER
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Denver, Colorado,
February 21, 1917.

PERSONAL.

Dear Fred:

Thank you for yours of the 5th and the ,‘ £
13

d by tﬁe questions, I think
they are as well prepared as cou s pagder the circumstances to insure
a fair presentation. o-0ne thing objegk-to, as you know, is a dis-
- cussion of the paymen . .
opportunities to mak

able people.

It 1 #y, to get the small State Banks
of less / §25,000 capital into the System; it nightzprove a source of
bh, help as they might meed indireetly, if the
orship. What we .mad is the membership of
the big State Danks e ¢ t chnpa.ni* and you fellows can bring that
about if you go at it in th‘& ri.@t u;;, and you have a.lready had plenty of
evidence of the desire of the whole system, from top to bottom, .to be
reasonable in their requirements, so God-speed to your efforts.

Sincerely yours,
Fred 1. Kent, Esqe,
16 Wall St
New York City.

Bs/cc




Denver, Colorado,
April 4, 1917.

Dear Fred:
Cards amnouncing Warmer's marriage have just arrived and I am
writing to wish the boy and his bride every happiness and success.

Don't you want him to become a Federal Reserve Banker? 1 am sure

we have a job for him if he would care %0 take a try =t it and his own
ability will be sure to land him at the top.

Very sincerely yours, I

Fred 1. Kent, Esqe,
Bankers W{co..
Hew York City.

Bs/cc
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Denver, Colorado,
April 16, 1917.

Dear Fred:

llany thanks for yours of the 12th. | 1 am really disappointed that
we cannot have Warner at the Reserve Bamk. Of course it is = much larger
field and_oue of vastly greater importance than the oue he is now working
in, but naturally may not prove to be as profitable in dollars and cents.
Just the same, 1 ;muld like to have him and know, as you must realize,
that he would enjoy the work.

ibont a man for the Toreign Department, Deans has again been sug-

® gested, bubt 1 presume would again decline. Armold of the First of chigago q
was also suggested but 1 jJudge is noﬁ fhe type of man we want. 1 suggested |
Brady of the Hatiomal City bamk, who is your old men, but they seemed to
think at the office that he is umobtainable. Someone also suggested Hecht
of the Hibernia, concerning whose qualifications I am doubtful. You may
know more than 1 do.
1t is going to be hard %o get just the right man and I au mighty

grateful to you for suggestions. DPlease keep this in close comfidence.
Very sincerely yours,
Fc I - Kﬁnt Bq.'

Bankers Trust Coe,
New York Citye.

Bs/cc
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Denver, Colorado,
April 22, 1917.

Dear Fred:
| Thenk you for yours of the 17th. 1 shall read that address of‘
yours with great interest. - '
Iknglish banks, of course, at times have pnrchaaed their own bills.
It is not the custom, however, and is mot gemerally regarded as good bnai-_
ness, the acceptance transactions then ba&mtng a2 loan of money instead of
& loan of credit. 3 g | .
My oriticism of our own bill market is that the custom is almost
" universsl for acceptors to :h?y their own bills, wheress it should be only
v cceaslomal, when mqﬁl %tanoea Jnstwﬁea their doing sce
I will write yuu mthcr m Ifh&ve studied the address.
I am getting a mrwa‘g;ing agaln and hope to have a crack at m'
when 1 get back. M re@rd).

LN\ \__ hitltnny yourn,

l?rod L_tont, Esd.,
* 00&,
o o citx.

|
Bs/ce ; ) i
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Demver, Coloradoc,
July 17, 1917,
Dear Fred:

The enclosed letters are intended as an ammwer to lonsieur
Pﬂlﬁn'aiutlem,umhwxhwmnwithn.a
this letter ani the enclosures I will ask you fo discuss with the officers
of the bank at the first opportumily, before they are mailed. They should
be sent in duplicate by seperate steamers.

Hy letter to Monsieur Pellain explains iteelf ani If you ani the
eﬁmfmitmm,IthhMmahw
on Federal Reserve Bank pegper.

The memorendnm enclosed is the ome you prepaved and which I have
changed somevhat in pemeil, but have mot had it re-copied here as further
em-msmmmmmmmﬁ. I suggest thet this be
put in the form of & memorandum to be emclosed with my lotter, under the
mumwhunngéwmﬁhw”a'mm.dmm
the Govermor of the Feieral Reserve Bamk of New Yoric,"dated blank.

I am also enclosing an earlier memoramdmm vhich you prepared aml \\
m&mwmwmtehmmhtﬁaw \\

N
f

I would als suggest goins over this with Monsieur de Neuflize,

so that hs may bo conversant with the carrespondence and able Mmaedf to )X\\\
write Homsieur Pallaine 1 lave suggested the opeming of the accomwnt in . \1\1'1 \;
dollars so that wo mdght at once maie mm,;ﬁohcﬂtp ¢
pﬁum,mdthmhmume&mtocmnmmmm ¢ { \\,

}

extended arrangements. I hope this can be sent off promptly as I feel most

ttp://fraser.stlouisfed.org/ p
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To = Hr. Kente July 17, 1917.

chargrined at the wnfortunate delay.
With best rogards to you and mamy themiks,
Simncerely yours,

Fred I. Kemt, Esqe,
Barors Trust Coe,
New York Citye

Bs/cc

incse
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Denver, Cole
July 17, 191i%.

Dear Fred:

Thank you very much for your letter of the 13th.
The Bank of England matfer and the change you mede in my
latter ars ry satigfactory. There 1o, however, one .

ol to the gold 2o0in, which I think I mn‘kiam

pndum o you, thet may nced clearing up. BSup~
8 & profit on the gifference Lotween the mi.n:lm
TPLES TTRK aar-zmrhad and the actual
‘ Tho will gol tho beneflt

of 117 I cannmoli\Qsmejd/malh

cation of mi&ﬂmm o ;
but presume they have somd
do with the valoe of Thelr Q%

of tho Itelian bank is most intevestigf
the line $het I hed in mind ag being tAS

them thet would be of any value to them or to us under pmcﬁ
conditions, unless we should undertake to do a uoma_:cial oF~
change buginess which, as you know, we have no expectation of
doing. 1 em most enxious, however, "to gend these gentlemen :
back home perfectly happy end satisfied with the result of

their visit, and with a thorough understanding of our position.

i
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To = Iir. Eent. July 17, 1917.

lr. Veti, Counselor of the Itelian Lubassy in Washingtem, in-
formed me, much to my surprise, that these gentlemen hsd come
to the United States solely for the purpose of negotisting
with us, end I fear they will bo obliged to return home "with-

out the bacon™ & seems most unfortunste in view of our

Have you been able o looate & SOQ8
clezk who would kmow how io make beoldteep?
culstions, look after these gold trensseotions, otos, %G I
heve had a brief talk with Deens of the Merchants Iomn & Teust
Coe., Chieago, explaining the character of our pesition, and he
secned somewhat interested. I s awalting some word rom him.
If you feel diﬁpaaa;*l to write him a2 personal letier, indica-
ting your own views a8 to ihe cherseder and imvortance of this
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i To - Mr. Kents July 17, 1917.
" h
work and stating that I had consulted you about the matter,
it might draw him out 2 bit. I am favorably impressed with
him.
: 1 an now engaged In drafting « lettor to lonsleur
n I will pend to you %c read before mailing. 4
reat mengl phanke %o you, ¥red, for your good help, which is
inveluahl
Wi
]
Fred 1 Fent, Bsa,,
Bankers Trugt Coa, -
Hew York City. ¥. Y. 1
i}
|
LS < l
. .
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Denver, Colorado,
July 31, 1917,
iy dear Fred:
lany thenks for yours of July 27th, from which I ob-

ietter to lionsieur Pallain and the revised memo-

the

Hew

Rupees exchange available i .
I+ may be howeveN they prefer to havp| the gold in such
a shape that it can be physically moved %o without risk .
»¥ transportation through the war zone, in '
obably prefer lAmerican gold and ask @se
I see no particular objectiat I
deral Reserve Bank hendle the Rupees; they doubtless coumld doAit,
necesgary, but I am apxious not to burden the bank with any

- that is not essential to the fulfillm-nt of its obligatidm;
3 memberss | \ ;

If wo should undertake to release the gold held in |
19 I think we should in that event charge & smell commission

* gervices, and if we should receive and hold the gold ear-
itized for FRASER
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To ~ lir. Kents . July 51, 1917,

marked for aecount of the Bank of England, we would then be
justified in charging the Americen importer, either directly ar
through the Bank of England, s somewhat larger commission. It

of gold, and it might become seri-
3 possible to offset these im-

Tho govarmment seems to heve worléd out some arrange-
ments for paying the soldiers in Framé I guess it would be
just as well %o lot the matter rest. The omly yoint is we have
$on million dollers in French gold in our veult, !or.meh final
settloment has not been mede with the British govermment. Wé
should either f£ind the means o make finol adjustment for that
gold without having it melted, so that our account with Morgan &
Cos is setiled, or else we should turn it in to the Assey Office
end take bars for it. ' ;

I am much interested in your account of the tm'




-
To = lr. Kente July 31, 1917.
check developments. Illustrating the necessity for it - when
Ben went to France, as a2 matter of prudence I supplied him with
a certain proportion of Benkers Trust Co's checks, but the rabe
ah that I did not feel justified in letting
%
4
_i
]
' Fred I. Xent, Esq., !
Bankers Trust Coe, _
Hew York Citye ' I
BS/cC
A4
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Denver, Colorado,
July 31, 1917.

Dear Fred:
Yours of the 25th reached me just as I was leaving for
Estes Park ahd Ixgs unable to reply until today, when I have
yours cf the $¥h, sdvising that you were leaving for a holiday.
eleographing 28 per enclosed confirmation, which

 either %o open an account with them or tp make advancehp\against

ear-narlked gold. This it seems to me ‘ have made clppr to them
but it ghould be emphasizZed. : \_/

I an telegrephing the office thet I Weve Wired you
on this subject and to confer with you about it. I am writing
separately in reply to yours of the 27th. I am returning lire
Gidoni's memorandum, . : ) .
'Best regards and many thanks. % t

Faithfully yours,

Fred I. Kent,Bsaq.,
Bankers Trust Co.,
Hiew York City.
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August 31st, 1917.
PERSONAL. .

Dear Fred:
I have taken the ’libwty of bringing about some
rearrangement in matters betweem the Liberty Leoan Associa-
tion and the American Bamkers Association in this Distriet,
one result being the appointment of Vessrs. Anderson and
Sweezy for membership inm the A. B. A, Liberty Loan Committee ‘ .
and the appointment of ¥r. Pierson to membership im the Dis- S
tributing Orgenisation of the Fedeval Reservs Pank. '
These changes await Nr. Goebel's final approval u
to the A. B. A
The object of this W‘t is to leave you as
tree as possible for some exceedingly i-pottm work which I
anticipate will develop in the near future, not so much for
this bank as for the govermnment, and I hope that my going mhead
along this line will meet with your own epprovel and cooperation.

Sincerely yours,

mgﬁ o _Bouny
i % kers Trust Company,

16 Wall Street,

: Bs/voM
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s b ' pEpERAL RESERVE BANK

N 3 , o June 16, 1919,

M fred: .
1 have spoksn to them in the State Department, and

have written Mr, Polk, about your passport, but, in order %o
avold the delay incident to & olimb to #2 Rector Street, I sug-
gest that you take the time to go to Washington and arrange it

| in person, 0Of courss yon'wiu need to use yoir photographs,
ete,, and if Jm trip should cover the same ground as mine, it

. | will require vises for Bngland, france, Belgium and Holland,

: I: the latter case, the arrangement is made by cable through the
Gonsul Gemsral, through New York, and takes quite s Iittle time,

| I hop; you can connest with the Baltic!

| : o ) 3incerely,

'; 1. m&, m..
Direstor, Pivision of Foreign ixchange,
- Pederal Reserve Board,
15 Wall Street, New York, : , -

BS/MSB
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TELEGRAM Paris, August 18, 1919,

FRED I, KENT
Care American Mmbassy London

Have just received following telegram “rom Trewsury quote It may be
necessary or desirable to ship gold to Spain in connection with final
settlement of peseta crsdita opened for the Treuwsury through New York
banks stop Treasury is making inquiry through Department of State as te
whether Bank of Spain would if requested be willing to accept gold
earmarked in Paris London or New York with proper allowance for shipment
charges thence to Spain stop French govermment has expreesed willingness
to furmish up to ten million dollars in napoleons in return for Cerman
gold delivered in Paris sccepting Cerman gold on the basls of 999.4 of
fineness gtop Can you ascertain and cable One Cost of shipping Germun
gold from Belgium to Paris mx Two Same inquiry from Anslerdam to Paris
Three Cost of shipping napoleons from Paris to Madrid Four CUest of
shipping gold from London to Madrid Five BEarliest date upon which napoleons

~ shipped from Paris to Madrid against German gold shipped frou Belgium or m

{40 Paris can be counted on to reach Madrid wnguote Have re lied staling

arrange shipments in time for Auguet twenty uinth and Seplenber second maturities

stop Have suggesied advisability allowing shipments o London to proceed as
arranged and endeavor have Bank of Spain acce t gold carmerked by Bank of
England stop As altermative suggested earmarking Austerdum siop Having
abandoned trip East shell obtain data requested paragraphs one two three and

five stop Please get data four wiring me Ritz und include necessary information

regarding insurance

STRONG

B i 9

L T e LY P = T,



TELEGRAM Paris, August 18, 1919,

FRED I.EENT
Claridge's Hotel
London
Have abandoned Constantinople trip stor Av pending important telegram
care Exbassy tonight stop FPlease inform Normen and Grenfelland Embassy

STRONG
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Hotel Ritz, Paris,
CONFIDENTIAL: August 19, 1019,

Gentlenen:

It may be necessary for the Federal Reserve Bank of New York, om behalf
of the United States Treasury, to make a shipment of German gold coin, either
from Brussels to Paris or from Amsterdam to Paris, and likewise & shipment
of napoleons from Paris to Madrid.

I sm writing to inquire whether in case of need the Awerican Express Com-
pany cun handle these shipments and if you can furnish me promptly with the

following informationN

The cost of shipping the equivalent of £10,000,000 in German gold coin:
1. From Brussels to Paris; or
. 2, From Amsterdan to Paris; or

5. The cost of shipping the equivalent of 810,000,000 in napoleons from
Paris to Madrid.

I should also like to kmow the exact time which should be allowed for
naking a delivery of napoleons from Paris to the Bank of Spain, Madrid.

Your prompt response to this inquiry will be much appreciated and should
be addressed to me at the Hotel Ritz.

Yours very truly,

Anmerican Express Company,
11 Rue Seribe, Paris.




TELEGRAM
Paris, August 21, 1919,

FRED I. KENT,
Claridge's Hotel, London
Telegram received stop I much appreciate your prompt assistance stop
Have telegraphed Bank of England giving last advices regarding insurance stop

Nothing further can be done regarding rupees a*ugotia‘bionl are under way in

Washington

STRONG
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TELEGRAM Paris, August 22, 1919,

FRED I. KENT,
Claridge's Hotel, London _
Yours August twentieth received stop Suggest sending direct cable
to Leffingwell Treasury giving estimated cost of shipment London to Spain
including insurance freight and all other expense repeating message to me
Paris stop Hare absent his office states no definite progress yet in Spain
Jjustifying expectation of credit but?rospcct hopeful for ultimately making

sales

STRONG
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Hotel Ritz, Paris,
August 23, 1919,

Dear Fred:

I just have your letier of August 21 and thank you for looking
up the information about the shipment. Please note the following:

.. ghn telegraphed asking that you ropli direct to the
Treasury giving the estimated cost, which I presume you have dome,

2, Arrangements were not to be made for the shipment, but I
was simply asked to ascertain what the cost of the shipment would
be in case it had to be made. You say in your letter, "Subsequent
programme not yet arranged but there are generally sbout two :
steamers a month in this service.” I do not want to ship gold
from London if it can be avoided, preferring to make the shipment,
of course, from Brussels. :

%+ I do not quite make out how you figure 1/2 plus 1/20 per ecent.
The caleulation contained in your letter is as follows:

"Freight 3/8% (on nmot less then 1200,000)

{to port enly), BY,125
m‘ 1/8% (to Nedrid), 37
1 charges, 60 boxes & 4/- each, 12
Fees, & i ‘

Say 1/2 % 1/a0%"

which I understand means that %1513 would be the cost of shipping
8200,000, which is to say that a little more than 3/4 of 1 per cent.
would cover the cost, .

From this I would deduct that the cost of shipping 52,000,000 *
would be a little over %15,000, and this strikes me as being pretty
high. & R

Also, I notice that you mention having advised the Federal Reserve
Bank by ceble. Should not that cable huve gone to Leffingwell, as
the inquiry came from the Treasury? I am sorry to bother you with
all of these detaile, but the question was from the Treasury and was
purely hypothetical, I presume to ascertsin what the cost of gold
shipments waz as against the cost of pesetas.
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’310‘0‘ 2

Of course one important thing to bear in mind is that insurance and
freight can be paid by check, which means that it will cost the rate
quoted, figuring the pound as wortha$4.10 or $4.15, or thereabouts, as
of course we would not figure on paying the insurance in gold but by check.

Won't you write me clearing up these points, and, in case I receivs
any further cables indicating the imminence of the movement of the geld,
I will telegraph you more specific advices,

Thanks for the advices about the Indie Council matter, I still
do not agree with our people at home, but let it go at that. I hope
you get over hers pretiy soom.

Sincerely yours,

Fred 1. Kent, Basq.,
Olaridge's Hotel, London

BS/V

P.8. I am enclosing herewith copies of letters to Dr. Visserigs,
Monsieur Van der Rest and the Governor of the Bank of England with refere
to a poseible change in the amounts of gold shipmenis from Brussels and
Amsterdam respectively; also copy of Bank cable No. 12 received in a bad-
ly mutilated condition after the wrilting of this lelter and reply thereto
uy No. 18,




TELEGRAM
P"i.' Augult 25, 19'90

FRED I. KENT,
Claridge's Hotel, London

Can you obtain and telegraph me closest possible estimate
giving details of cost of shipment London to New York for purpose of i
informing Hoover as closely as possiblenwhat net return he can expect en
whole amount Experience in shipping from Continent to London will enable
us to make fairly accurate estimate.

STRONG
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TELEGRAM Paris, August 25, 1919,

FRED I. KENT
Claridge's Hotel, London
Following eable just received from Federal Reserve Bank quote
1 Replying ymmwx paragraph two your number fifteen Chubb has placed
insurance in this market payable in dollers protecting shipment against
all riske up to one hundred and ten million dollars at seven and one half
cents per one hundred dollars but only five million dollars on any one

conveyance stop Chubb hopes to advise of a larger amount éﬁ Mondey

2 Protection attaches irrespective when declarations of shipment
are made but it is expected we will be advised by cable the amount of
each & ipment and the date stop Valué to be based on mint par of coin and
bars at dollars tweniy point six seven one eight three four six two per

ounce all plus one per cent to cover shipping costs unquote

Suggest you cable instructions to coveryadditional amount shipped

from Holland
STRONG
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TELEGRAM Paris, August 26, 1919,

FRED I, KENT,
Claridge's Hotel, London

Your letter twenty second received stop Am advised by Bank tl.ut
Treasury will pay off peseta bills maturing September second and renew bills
maturing September twenty ninth stop Have telegraphed New York asking
whether we should make any provision for later maturities and if so how much
stop In meantime suggest proceeding with shipments as stated my letter
August twenty third to Cokayne stop I understand figure eight nine nine
point fcmz'P meant simply coin value of gold allowing for alloy rather than fine
value

STRONG
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Hotel Ritz, Paris,
m‘ 26. t9'90

Dear Pred:

I telegraphed you this morning in reply to your
22d instant, as per enclosed oontimm ah Npo is clear. By
now you have doubtless received the copy of the garbled cable in regard
to the peseta payment. '

Gen. McCoy has written asking that you arrange to wor
. bearing on the Turkish-Armenian situation that you are able mn
mmmnm.mmmomma@hmm
tinople and any other reliable financial people like the Engl
the Bank of Turkey, give them sympathetic help and information.
you start something along this line pending my return to London.

I do not like to leave Paris until I am ceritain that everything
cleaned up abouit the gold. Otherwise I feel that I am about through

';
gi
=8

&5‘

s

Sincerely yours,

Fred I. Kent, Esq.,
Claridge's Hotel,
London.

P. 8. Tnclcosed herewith is copy translation of letter jutt. received
from Governor Van der Resti. A
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Hotel Rits, Paris,
kugust 26, 1919,

Dear Pred:

7 1 telegrarhed you this moming in reply to your letter of the
724 instant, as per enclosed confirmation, which I hope is clear. By
now you have doublless received the copy of the garbled cable in regard
to the peseta payment.

Gen. McCoy hus written asking that you arrange %o work up everythigs
bearing on the Turkish-Armenian situation that you are able to reach in"
London and arrange to have the Imperial Ottoman Bank people in Constan-
tinople and any other reliable financial people like the English head of

- the Bank of Turkey, give them sympathetic help and information. Could
you start something along this line pending my return to London.

I do not like to leave Paris until I am certain that everything is
¢leaned up about the gold. Otherwise I feel that I am about through heme.
¥

Sincerely yours,

Fred 1. Kent, Eeq.,
Claridge's Hotel,
London.

P. 5. Enclosed herewith is copy truanslation of letter just received
from Governor Van der Rest.
BS/¥
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Hotel Ritz, Paris,

August 27, 1919,

Deur Fred:

Thanks for your two notes of the 2Dth and yowr two telegrams about
shipping costs, insurance, ete., One of them I think was somewhat
garbled and I am having it repeated.

As apparently no shipment must be made in order to pay the peseta
oredite, it seems as though it would be possible for me to leave Paris
the last of this week, stopping for a couple of days in Amsterdam, and
then direct to London, and, as Stettinius tells me you will be there
until the 10th, I shall hope to join you thero before that date. Mean-
time Mr, Hare has been laid up with a sli.ght attack of blood poisoning
and T have not been able to see him.

As soon as I get sufficient figures I want to give lr. Hoover an
estimate of how he will make out in his gold settlement with the Ger-
mans, and would greatly appreciate your sending me the figure, the best

you can make, as to just how much we shall P > lir., Hoover when we know
all the factors. You understand it is propo to doduet from the pay-
ment a sum sufficient to pay all the costs of moving € gold from

Amsterdan and Brussels to London and then from London to York, includ-
ing charges for melting up the coin and reducing it to fine bars of

known value. If you could make some sort of an estimate, even though
rough, and send it to me at once, I would appreciate it.

Sincerely yours,

Fred I, Kent, Eeq.,
Claridge's Hotel,
London.

BS/V




Hotel Ritz, Paris,
August 20, 1919,

Deur Fred:

Thank you for your letters of the 25th and 26th and your telegram &
the 26th. ' I will try and make up some figures for Mr. Hoover based
upon these estimates, but still need something to indicate what the
?o-st will amount to fro- Amsterdam and Brussels to London. I am glad
you Teel able to take a little loaf.

My understanding now is that no shi;nent will be required for Spain
at present, and I do not see how we can delay proceeding with moving the
amounts ae I have written you.

With best regards to Mrs. Kent and yourself,

Sincerely yours,

Fred I. Kent, Esq.,
Claridge's Hotel,
London. 1

BS/V

P.S. Enclosed herewith ie copy of cablegram just received fram
Washington regarding the peseta situation.
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Hotel Paris
- " ’
—— 54
Augugt 20, 1910,
o ’ ”
Dear Pred:
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London, September 15, 1919.

Dear Fred:

Thanks for helping figure out this gold matter and for msny other
things which I greatly arpreciate. Enclosed is a draft for 2,000
francs to square up the loan,which I entirely overiooked, I want y

Also, T am most anxious to have those pictures,- two printe for myself
and one for Mr. Vaughan, meking three altogether, and I hope you can have
them developed and sent to me : ]
in diseussing the trip. You can have them developed and printed very wall
at the Gaumont establishment, in a side street off the Place de 1'Opera.

I have a telegram from Warburg asking if
¢/o Hope . Company, Amsterdam, and stating that he ex
Ansterdan October 9th, then in London from the 19th to the 15th of Oc-
tober, He is most anxious to see you und talk matters over, and I wrote
that I would convey this word. . ‘

;
P
)y
4
§
:
g
E

mordormtmmhnptodnhxd;dlprmm‘&
wum,muwummmwmm,aum'
sovereigns which we have in Amsterdam and accepting sovereizne or bars at
the Bank of England. When the details are worked out I will send you a
memorandun . I am enclosing copy of a statement hunded me today by
Morhglmd,tbmt'mhmdtm;oudumatﬂuhph
mrwnymunu'-wn,mmnﬂmﬁmum
calculation of loss on 715,000,000 marks, allowing that the coin avers
as the first parcel of 58,600,000 marks averages, or a total of £122,248,
m.x;.wumenm'hmmmmwumnm
&umf»,nxmwmmwm,mwmwnm-

pted. i

I an foeling disappointed in being obliged to leave without a further
visit with you. ‘ ~. g

Won't you please write me at New York, letting me know how things are
going. , ;

With warmest regards to Mrs. Kent and yourself,
Sincerely yours,

Federal Reserve Bank of St. Louis Pred T. Kent Fes L m -



London, lcpunbcr 17, 1919,

Dear Fred:
Yours of

the 15tk is juet received, and I see as yet no reason to
any change in the figures which you prepared, although I doubt if
of L12%,000 is realized as the result of act~
he coin, at any rate, so far as the 440,000,000 marke
coming from Holland is concermed. It is safler, however, to allow it
to

There seems to be considersble delay at the assay offices in get-
ting retums efid I fear it will be a long process having all the coin
. melted and its real fineness ascertained. :

I am plunning to sail Priday on the Baltic unless T am able %o
switch over to the : sailing Saturday, but I shull leave
word at the Bank of and that in case anything arises necessitating
your presence in London mot to hesitate to call on you, and I am cer-
tainly most grateful to you for your good help.

Won't you write me at New York from time to time,if you have oppor-
tunity, just how things are developing and how they look to you, par- .
ticularly anything that you discover as to Germuny. Should you get in
contact with Warburg, do not hesitate to send me a report and, if pos-
sible, deliver your letter to the Esbassy to come forward in the pouch.
Also, as you know, I am relying on your sulmitiing an account of your ex-
penses which we should pay. I will not hesitate to communiecate with

Pred I. Kent, Eeq.,
% Rue Seribe, Paris.

BS/V
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London, September 19, 1019,

%

Dear Fred:

It just ocours to me, before sailing tomorrow on the Hauretania,
to ask if you can possibly arrange to get up some really good material
for General Harbord in comnection with his Armenian-Turkish investiga-
tion. He will be coming back some time next month and will be most
anxious to get something on the financial and economic situatéon, the
relations of the various banks of Burope to Turkish and Armenian af-
fairs, the trade of the country, ete., ete. When I was in Paris I
met « very interesting man connected with one of the Ottoman banks, at
Mr. Simon's house at dinner, Possibly you would be good enough to
eall on Mr. Simon at the Societe Generale and tell him that I men-
tioned this gentleman to you as a poesible source of information in re-
gard to affairs in Turkey, and see if you cannot arrange a neeting.
This man, I think, 'ie of ;English descent, at any rate he speaks English
perfectly and seems to have a wide knowledze of matters in the East.

I have traneferréd from the Baltic to the Mauretania and leave
early tomorrow morning.,

Sincerely yours,

Fred I. Kent, Esqg.,
5 Rue s Paris,

ederal Reserve Bank of St. Louis



London, September 19, 1019,

Dear Fred:

It just occurs to me, hefore sailing tomorrow on the Mauretania,
to ask if you can poseibly arrange to get up some really good material
for General Harbord in comnection with his Armenisn-Turkish investiga-
tion. mﬂllhmmh&mmm“ﬂlq&dnhnﬁ
anxious to get something on the financial and economic si , the
relations of the various banks of Europe to Turkish and ‘-
fairs, the trade of the cowtry, ete., etec. When I m}n Paris 1
met a very interesting man connected with one of the Otiomean banks, at
Mr. Simon's house at dinner. Possibly you would be good emough to .

’ call on Mr. Simon at the Societe Generale and tell him that I men- X
tioned this gentleman to you as a possible source of information in re- . |
gard to affairs in Turkey, and sée if you cannot arrange a meeting, J

"~ Thie man, I think, is of English descent, at any rate he speaks English
perfectly and seems to have a wide knowledge of matters in the East.

I have transferred from the Baltic to the Mauretania and leave ,
early tomorrow morning. |

Sincerely yours,

Fred I. Kent, Esq.,
5 Rue Seribe, Paris.

BS/V
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Qctober 15, 1919.

Dear Fred:
I am delighted (o have your letiers of September 22d, and 25th, end

October 3d, and to know that you will have some satisfactory data for Genersl

Harbord on his return from the East.
The exchange situation, whilse a« little better at the moment, I fear has

got to go through s peried of agony before it is really righted, but that's just a
guess. Our exporis ara toﬂa:y running at the rate of four billion dollars per snnum
in excess of our imports, and wh n ibe remnant of our Government's credit is exhsusted
I am frank to say I don't see how payment can be made for any such movement of gaudieJ

. About Dr. Viee ring'e plan, and every other plan that so far I have ex-.
amined, I fear there is one fatsl, fundsumentslerrotr and that ie that they are sll
short-cuts to prosperity by way of inflation, and eertainly the world has had

enough of that for the moment.

Things here are very much mixed up at the ment. because of the bitter
controversy in the Zenate over the ratificstion of the tresty snd the unfortunate E
ilinesc of the President, leaving the propagandists of the tre:ty and league idea . |
without their natural leader, but I am ho eful that some day we will see the treaty | )
ratified, even thou h there msy be some reservations which will :be a little éiftieuh '
for our friends abrosd tc scecept with complacency., Plezse concider this quito be- 1
tween ourselves. . g % ‘ |

I went over the long ecable in regard to the que tion of the formula for
bookkeeping, ete., for the Reparaticne Commission, and, frankly, I don't liké the n
plan because it sppears to measure the vilue of the gold mark abeolutely by the de-

preciation in murk exchsnge, and, ap.lying that formula to the value of goodd de-

livered by Germsny for immediute credit on the Reparations' account would not, I be-
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\, % ol 2 *  Hr. Kent 10.15.19.

lieve, be & true reflection of the purchacing powsr of the mark in the Gane-atie“.‘mriih
However, it is a very complicated situation faced by the commission, and I hope that
diccussion, after Mr. Rathbone's arrival, will clear it up.

Don't worry toc much about the strikes over Rere. We are huving our epidemiec,

Just s¢ they are abroad, but they will ‘be nothing more than the wsual strike, snd I
doubt if s much disorder az= ha. accompanisd those of past years will be prevalent,
and, in the end, most of the men will get more ay, and I sm rather inclined to think
that most of them are entitled to it.

I 2m rushed ju=t now catebing up with back work, but will try and write you y

agein, snd a little more fully and eatisfactorily, before loni. |
Again e thousand thanks for your splendid hely when I was sbrosd. . 4

Paithfully yours,

5 Rue Seribe,
Paris, France.

1

-‘ ’ i

F. I. Kent, Esq., ‘ 1
|

|

BEL.MSB i
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Desr Fred: “jaw

XA
»”
A thousand thanks for your bully letter of December 5th

about expenses, and for your trouble in hunting out those cigarettes
for Norman.
There ie no way in which I can estimate your out-of-pocket

expenses on the trip. I tried, myself, to pay all the bills so that

you would not be out-of-pocket, but I wil} find soms way of dealing
with thie metter, and will ask Mr. Crane to atitend to it.

With no end of good wivhes to you also for the New Year.
I hoﬁe your stay abroad will do you a lot of good, as well as be
more interssting than ever.

Sincerely,

F. I. Kent, Ega., )
5 Rue Seribe, Paris, France.

BE.H¥SB
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December 22, 1919.

Dear Freds:

I am just now replying to yours of November 18th, which was not mailed
until Decembsr 2d snd reached me only a few daye agoe.

dust as coon as I saw the correspondence relating to your mesting in
Amsterdam, I felt certain that embarrassment would arise, as 1 izmediztely wtote
youg It was inevitable that developmsnts in the Inlernationsl situstion, with

which you were notl at that time fylly aecqusinted, msde wuch s propossl ss the

Amsterdsm meeting developed gquite out of the question from our etandpoint, and I

feared that Kaine, who has gresat emergy, and, 1 fear, souetimes unscund view , or

at least inpractical viswe, might have stampeded the meeting into s course which
would prove personslly embarrassing to you. i

A%t aay rate, if meetinge of bamkers are tc be held, I hepe they =ill be
either for the purpose of arranging banking business on the ene hund, er, on the
other hand, if they rewech into malbters having to do with the Covernments concerned,
that they =hall firet sound their own reepective Governmentec to see what the
offieizl attitude muy be. Ho other course is sound,yor diplomstic or safe.

Let me say that thie sgain is one of thosu cases where I can use the
expression frenkly ueed with you, where we must deal with things as they are, and.
not as we would iike %o have thems In this particular matler, all of the Govern-

ments and our own adminietration ore suffering some embarrazement becauss of the

-

failure to ratify the treaty, and so long =ze that conditien exists, it iajhocess;{y
that we be peculierly czutious in going shead with _lans. '
1 am going away for a reet snd to cubt off from buginess feor a time, :nd
will be at Castle Hotspriags, Orizons. But my persemsl muil w»ili bs forwarded,
@nuajmrFRAﬁﬁg I am sure you will not he:itate Lo srite me of anything of importanecs.

tp://fraser.stlouisfed.org/ :
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¥ith best regards and wie

A

and Heppy New Year, I am,

F. I. Kent, Beg.,
5 Bye Seribe,
Pauris, France.

BE.HSB

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

F. I. Eent, Esq.

hing you and lirs Kent a very Herry Christmas

Sincerely yours,




L February 10, 1920.

Ky dear Mr. Kent:

Mr. Strong left for the West the early part of January,
and from his last letter: to me is eomewhers in Arizona on= bamp-
ing trip. . e ,,;1'(:!3.;4 s 797
Since his departure your two letters of January 7th and '

your letter of January 23?6 #ith the picturee enclosed were received

some few daye ugo, for which ple&se'acacgt thanke. 1 shall reforward s
your letters and picturee as scon as 1 laérn of Mr. Strong's preseat
yailing address.

Youre very truly,

Secretary to lr. Strong.

Mr. Fred 1 Kent,
5, Rue Scribe,
Parie, France. .
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5, RUE ScRIBE

TEL: CENT. 79-75

Paris, Feb, 26, 1920.

Mr. George Beyer,
Secretary to Mr, Strong,
Federal Reserve Bank, N, Y.

Beyer:-
Dear Nr, eyer /fﬁk#zO

Your letter received, and I note that Mr. Strong is
away from the office for a time, Will greatly appreciate it if
you will forward the enclosed letter to him,

. Thanking you for your courtesy in the matter, I am,
Very tialy yours, T
d&‘—‘/ﬂ LA
FIK/MKS
Enc.
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Jdsnuary 25, 1921,

Dear Fred:

Thank you very much for sending me the two copiea af
the Pmpeed International credits Scheme of the League of Natioms,
which ceme to my desk this morning.

Sincerely,

£

Po Io ‘mt’,‘_ Emo.
Bankers Trust Company,
18 ¥all Street, New York.
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July 1¢, 1821

Fred 1. Eemt, Esq.,
““Pice President, Benkers Trust Company,
16 Wall Street, ¥ew York, W, T,
Dear Fred:

!hak m for your letter of July 11 concerning our
project for nmiu information in regard to the awount of foreign
credit balances, We shall, of course, miss many individusls in our
inguiry and we cannot expect a ome hundred percent return, We are

% sending the questiommsire, however, to beitwoen three amd four thousand
banke, gxport houses aimhemwaﬂ nope t0 secure a large
encugh return to make a reascnable estimate poseible,

1 appreciate your offer of sssistance and we shall
doubtless csll upon you before we are through, .

Cordially yours,

BESRJAMIK CTRONG
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VWeshington, De Cay
August 6, 1921
Sincerely,

» .
v Hew York gw'

o Is E8Qe
16 7all Street
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Avgust 7, 1921,

ifre Fred I.
16 Wall Street,
New York City.

Dear lr, Kent;

Governor Strong asked me to revly to your letter of
the other day., At the momemt he is going over a mss of material,
which I imagine will teke some deys to deliver tc the Congressional

Commit tee. Most of it has nothing to do with Mr. Williams but,
on the contravy, it has a great deal to do with the Reserve Syltén
anl the country's finances. ‘

He weants me to tell you that he appreciates your thought
in having written him as you did, I mgy add my own assursnce
that he is in splendid shape amd has not let Williams get under his
skin,

Very truly yours,

s/
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August 18, i821.

Dear Freds

1 am obliged to return to Washington on Sunday,
and regret thst I must again postpone & diecussicn of the
patter you wrote me shout on July 20. I shall ask Nr.
Beyer to bold the letter and remind me of it on my return.

Yours eincerely,

Fred., 1. Xent, Esq.,

o/o Bankers Trust Company,
18 ¥all St.,

New York, N. Y.

BS: MM
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Dear Fred:
xuuﬁwmuunmuumwumumw,
of July 29, My continued absence is the only explandiion. 4
1t seems to me that gold eredits oould amly be of serviee if extended
nmoumwmmmmummmmmmhw
WM wmwmmmwmmwmumuu'
mmm :

i If they sre wwilling to ship the gold mow but are willing to borrow
. momey in tis country sgainst 1t, would they be any more willing to ship e geld
| vhen the lowa msturedr I heve in mind the old adage that the borrower is e
"sexvant of the lender. That relationship only exists during & period vhem the
; muum-m When his losa fmtures and he is either weble or
mmwtommummwmwmm
1ams bit skeptieal ahout these gold Aoaus, espeeially with te South
'\mmmmmmtmumuumumuﬂ
at mturity and that we would got curselves ln an swiwerd positions mﬂ"
~ you think that this mtter should be disoussed I should be delighted $o take it
| up and discuss 1t vith you or with yeur 5880010%0s on the tionsl Jorelen 2rede

' Comell sub-oamittes s the very first opportumitye |
Very truly yours,

o Sosimie russ ¢ L

14 Wall Street, New ukcau.
BS/RAR
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September 21, 1922.

- 'Mp. Pred l.Kemt, v
Vice President, Bankers Trust Company,
New York, N. Y.
Dear Fred:
I have your note of the 15th in regard to membership

in the Intermatiocnal Chamber of Commerce.

1 am a member of the United States Chamber of Commeree
and (27 S0 many other bodies of I;m character that I hesitate
to consider increasing them. It seems as though every orgenization
of this sort in the country took a shot at me and it is just a
question of when to stop joiming.
V'ﬁ truly yours,
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September 26, 1922.

Dear Fred:
Replying to youre of the 22nd, we considered the matter of

membership in the International @hamber of Commerce when they

originally organi;;E:_;;;—;ur directors decided that we would not
pe justified im taking membership. I would rather not raise the
question again as it was very thoroughly cenvassed a year or more ugo.'

Thie week I em going to be rather badly tied up with
meetinge, but some day next week I would like very l&gh to take lunch
with you some day when you are not engaged.

Yours eincerely,

Fred I. g
¢/o Bankers Trust Company,
New York City.

BS. MM
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PARIS
3 & S PLACE VENDOME

CABLE ADDRESS ~ BANKTRUST ~NEW YORK

16 WALL STREET
NEW YORK
January 11, 1923.

Mr. Montagu C. Norman,
British Embassy,
» Washington, D. C.

Dear Mr. Norman:

Much to my regret I find that I cannot attend the dinner
being given in Washington tomorrow by the President of the Chamber
of Commerce of the United States as it was my hope that I might be
able to see you there., As I am very anxious indeed to have a con-
fidential chat with you before you return to England, thought I would
let you know so that if there is any way that it can be arranged to
suit your convenience any opportunity that may arise will not be lost.

In connection with my work as “hairman of the Commerce &
Marine Commission of the American Bankers Association, and on various
important Committees of other big national organizations in this
country, such as the Chamber of Commerce of the United States, the
National Foreign Trade Council, the Merchants Association of New York,
etec., I am working hard to lay the foundation for the development of
a proper public opinion in America in connection with European matters.
Enough headway has already been made so that I feel very hopeful that
as time goes on we are going to accomplish something very real. 1t is
my desire, however, to be sure of my ground as I go along, for I do
not wish to make any mistakes that might be difficult to correct. With
this thought in mind, in addition to the pleasure it would give me to
have an opportunity to see you, I should like to go over some of the
matters that we are working upon in our various Committees and ascer-
tain whether you are in full accord with them. If you expect to be in
New York at any time before you sail when it would be convenient for
you to take luncheon with me, that would suit me best of all. If not,
and I could have the pleasure of your company at luncheon in Washimgton
on say some Wednesday, I could probably arrange to run over. ’

3 3

Thinking it might interest you, I am sending you, under an-

other cover, a copy of the report of the Convention of the American
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Banksrs Association which was held in New York last October and

at which Mr. McKenna spoke. In this report you will find a copy

of the address which I made on page 290. What I particularly wish

to call to your attention, howsver, is the statement in the Reso-:
lutions beginning with the last paragraph of the first column on

page 322. You will note the recommendation that the Debt Funding
Commission be given increased power to negotiate and I am inter-

ested in having you see this because it will serve to show the
progress that we are making in this country. This portion of ths
Resolutions I wrote myself after having the approval of the Commerce

& Marine Commission, and it was accepted and approved by the thousands
of banksrs from all over the United States who attended the Convention.

Hoping this will find you well and enjoying your stay in
our country, and with sincere regards, I am

ACordially yours,

<::2:~_4/,/7A;~{,

_FIK-RG
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January 24, 1923.

Dear Fred:

Just before leaving, my friend Nerman handed me a letter \from
you and charged me with explaining to¢ you bow impoesible he had. found
it to get in touch with you. He was terribly pushed for time gnd
on Friday, which was the only day that he spent in New York, he h@d g0

many engagements thet he found it impossible @ven to telephone you; A

so I undertock to send this letter in his behalf and to exprese his

regret that he wes unable to arrenge a meeting.

Yours seincerely,

ir. Fred 1, Kembyu: |
o/o Bankers Trust Co., A
New York City. . \

BSQ% "l
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December 24, 1923,

Dear Fred:
It would be fine to have a chat. Iy plans are

always indefinite, owing to frequent absemces in Washington;

80 any time that your secretary and mine arrange & date,

1'1]1 be yours to command.

dims;‘&ly.

Mr, Pred I, Kent,

Vice Prestd@ent, Bénkers Trust Company,
16 Wall street, New York.

KHC
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PERSONAL fugust 18, 1995.

Dear Nr. Kent:

In the sbsence of Wr. Strong I have for seknowiedgment
your letier of fugust 12, regarding your spplication and that of
your son for membership in the Dosn Toun Asscclation.

¥r. Strong is treveling sbrosd et the present time and
will probadbly mot return before snothsr month. 5ie soom s& he
gots back to New York, I shall brimg your letter te hie attenticn.

: 48 to membership in the fssociation - I can sypmpathize
with you. Ny name has been up some few years, and I underetand
that it may be & metter of three cor four years more before sction
can be tuken on it, due to the loug walting list.

$
With kind personal regards, I am,

Sincersly yours,

J. H. CASE,

Mr, Fred I. Kent,
C/c Bankers Truet Compasay,
18 Wall Street, New York, K, Y.
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September 18, 1925.

Dear Fred:

I am just back from abroad andéd am sorry my
sbeence made it impossible for me to commend both you

snd your som to the Committee of the Down Tosn &ssocia-

tion, s8 you requested on August 12.

But I learn that it ie now too late, because
your names have already been acted om, - favorably. I
am very glad, though I should bave been happy to file a
. letter bhad it been possible.

Sincerely,

Mr. F. I. Kent,
Vice President, Bankers Trust Company,
18 #¥all Street, New York.
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Saptember 2§, 19€5.

Desr Preds

I heve written to the Committes on idmiseioms
of the Down Town Associztiom in behelf of your son
Werner, aad hop'e he is elected.

I em glad to endorse him. It wes only that I
understood vou had both been slectsd.

% m““ly »

Fred I. Keat, Esq.,
18 ¥all Strset,
Wew York City.

HEB. LS
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COMPANY
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New YorRK February 15, 1913.

FOREIGN EXCHANGE DEPARTMENT

Mr. Benjamin Strong, Jr.,
¢/o Hotel Raymond,
v Pasadena, Calif.

Dear Ben:~ ¢

Enclosed herewith please find copy of the rules
and agreement of subscription of the pension fund of the
Bankers Trust Company as approved by the Executive Committee
Pebruary 6th, under authority extended them by action of the
Board of Directors at its meeting January 7, 1913.

Counsel for the company feels that as a matter of
record the Board of Directors should formally approve the
now completed rules, and the matter will be placed before
the Board for this purpose at the meeting to be held February
18, 1913.

Sincerely yours,

g RERR R Locoze,
Ll J //7 Sl el
‘%/ M_,,(-T—bé,-w‘m
g o ¥ o A S LS 1rmen

A o 67 o bl anflges /Zf“
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MEMORANDA

for
Iir. Strong. Febrflary 19, 1913.

DEPARTMENT

Referring to my remarks concerming the ¥night, Yancey case, would say that
I saw lir. Sabin a few days since, and had quite a talk with him about it. He
said that the apparent decision rendered was not really a decision, and will
have absolutely no influence on the higher court. The Jjudge did not wish to
reverse Judge Noyes, as he felt that the whole thing shonld be settled in
the Court of Appe ls, without the interposition: of conflieting or various
decisions. lir. Sabin may be over-hopeful, but I am rather inclined to think
that hie view of the case is correct. In commenting on the case, one of the
newspapers stated that while the amount involved in the present suit is only
%7,400, that 34,500,000 was involved. Naturally everyone reading the article
took it to mean that the Guaranty Trust was liable to suit for the whole of the
amount, instead of understanding it to mean the total of all New York bankers.
Guaranty Trust stock immediately dropped to 590, and I believe there were sales
of considerably over 100 ghares at that rate.

Foreign Exchange is higher again, dus to the uncertainty in the war
situation, which has been reflected in higher discountss. Our quotations re-
ceived from London today for 60-day sight bills were 4 15/16 spot and 5% to
arrive. Discounts from Berlin are quoted at 5 3/8 for both 60 and $0-day
gight drafts, Hven so, there are indications of better fesling abroad as far as
the war itself is concerned. There is nothing, however, to show that any ease
in money will ocour for some time, and it really looks as though foreign
bankers were pretty well tisd up.

Recently I have been studying the Cuban situation somewhat, and made up my
mind to send Mr. Hurlbut to Havana,to see whather we could not obtain some
valuable business there. He was in the south at the time, so he did not have
to go far out of his way. He obtained the ascount of the Banoo Espanol de la
Isla de la Cuba, who deposited %50,000 with us. He also made arrangements with
a bank which will very likely bs the Governmment depository if Menecal is elected
president of Cuba, under which they are to open with us, provided we come to
some satisfactory agreement. I have written to the manager of the bank and
made a proposition. Confidential 1y, it is expected that if Menecal is elected,
the whole monetary system of Cuba will be changed, and the bankers in question
are to do the work, and have requested that I confer with tliem whem the proper
time comes® Have agreed to do so, and it may result in some good business for
us+ The bankers do not wish the matter evan whispered, for fear it might result
in causing friction to them and possibly loss of the fiscal agenay.

One of the Pombos has transferred his individual account from the National
City Bank to the Bankers Trust Company. It will run about 516,000, He is one
of the brothers connected with the firm at Cartagena, whose ascount we obtained
a short time ago. The firm's balance is at present $144,000. They seem to be
well satisfied with the way we have handled their maecount, and have indreased
it from 350,000 [which was their original deposit) largely, 1 think, because
we have been very falr with them in making rates on their foreign exchange busi-

ness.

-

Your: letter received llonday, and greatly arpreciated. GShowed it to IMr. -
Poillon, Mr. Pomeroy, and lir. Duane in concert, and they noted your wishes, which
had to do with their departments. . ¢
Frank Close is away today, as he had quite a hard cold yesterday. Thought
a day's rest might encourage him,
Yesterday the Directors formally approved the rules and agreement of sub-
soription of the Pension Fund, so that matter is now thoroughly in order. Our

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




F. 62

MEMORANDA

for
DEPARTMENT lr. Strong.

V)

- —

two bright yellow Jjournals got hold of & copy of the plan in some way or other,
and have been having a great deal of exciftement over Rule 16, which pertains to
the guestion of marriage under $100.00 a month, etc. They have interviewed a
number of bankers, detectives and others about the matter and suceessfully
succeeded in steering clear of the truth, as usual. However, nothing was said
that need give us any coneernm in any way,shape or manner.- It was merely the
usual lime-light conversation that was sure to follow, and it is better to have
it over with and out of the way. They did the same thing when the Continental,
of Chicago, put out their system. It has always seemed to me that it is a good
thing that Hearst and the Pulitzers are not in jail, as we never could hope to

reform our oriminals if they were associated with them.
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16 WALL STREET

New YorRK, February 21, 1913.

lir« Benjamin Strong, Jre.,
¢/o Hotel Raymond,

Dear Ben:-

Pagadena, Calif.

OFFICERS.

E.C.CONVERSE, President.

BENJ. STRONG, JR.VicePresident
WILLIAM C.POILLON, Vice President.
D.E.POMEROY, Vice President.
W.N.DUANE, Vice President.

F. |. KENT, Vice President.

HAROLD B. THORNE, Vice President.
F. N.B.CLOSE, Vice President.
GEO.G.THOMSON, Secretary.
GEORGE W.BENTON, Treasurer.
GUY RICHARDS, Asst, Secretary.
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PERRY D. BOGUE, Asst. Treasurer.
HARRY N. DUNHAM, Asst, Treasurer.
I.MICHAELS, Trust Officer

‘ Enowing that you are interested in the profits of
the Foreign Exchange Department, and as the figures were turm-

s

ed in to me after I wrote you Wednesday, will give you & ]
bird's eye view of the situstion, as I do not wish to bother
you with too much detail.

We will turn in to the Benking Department in the

form of profits this month $175,000.

This will leave us

about $30,000 to pay for extraordinary Travelers' Cheque ex-

penses this coming year.
for this purpose.

In FPebruary, 1912 we retained §12,000
That amount, together with the profits for

1912, left us about $205,000 to dispose of. Now that we pay

the full cost of Travelers' Cheques, for which the Bank Note
Company charge us 2 cents each, this portion of our expense

has doubled.

On the other hand, our sales of Travelers'

Cheques increased last year, I think, about 45%, but cannot
state definitely, as the statisties for the year are not yet
in order, due to the faet that we have been working upon the

profits so that they could be turned over this month.

They

are now checking back all of the work involved in figuring
the profits, in order to make certain that there is no error

before the tickets are actually put through.

Of course a large portion of the profit on the cot=
ton bills which we bought last November and December will show.
up this year, as in figuring the profit for 1912 we dedutted
the proportion of the total amount on each bill that it has 8

to run in 1913.

Such deductions cover periods from a few

deys on 60 day bills purchased in October to almost the full

60 days on such bills purchased in December.

emount of maturities fall in February.
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B. S., Jr. 2.

v As the general profits of the bank for February will
not equal the dividend, due to the short month, it works out
very nicely to have the Foreign Exchange profits go in at this
time.

- Spent the morning with Dr. Andrew going over every-
thing in the testimony and various speeches and writings of
Untermyer that would seem to imply that he might make a recom-
mendetion for legislation. Dr. Andrew took Untermyer's side
of the argument in every case and I took the bankers, in order
to bring out as strongly as possible every side of the gues-
tione. It made rather an interesting morning. Dr. Andrew took
down notes as we went along, and as I understand it, they are
to be used for purposes of direet education, so to speak, of
the members of the committee, but are not to be turmed in to
the committee nor to the press.

Warner has a holiday to-morrow, and is coming home
from Harverd this evening, so that we will have Saturday and
Sunday together. It makes the two days look good to me.

Sincerely yours,

Uy A
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New York, February 24, 1913.

FOREIGN EXCHANGE DEPARTMENT

Mr. Benjamin Strong, Jr.,
.C/o Hotel Raymond,
Pasadena, Calif.

Dear Beni=

Your letter of the 17th received this morning, al-
so your telegram of the 2lst. It was mighty nice of you to .
wire me as you did, end I appreciate it more than I can tell
you. f ;

Enclose herewith statement of pension fund matters
up to date, which will explain themselves. Ilir. C. H.
Williams and Mr. W. S. Wilson will not retire at preseat, as
they are both thoroughly fitted for the nature of the work
which they have to do, but we are in position to ask them to
retire et any moment we desire, and they on their part are
in position to retire any time they may wish to. IIr. Gerau
wanted to retire March 1st, but after thinking it over he de-
cided to wait until August lst, when he will be 65, which was
satisfactory to the officers of the company, due to his prev-
ious high-class work, even though at present he is not as de-
pendable. The 23 young mean who are under 18 will automatical-
ly go into the fund as soon as they reach that age.

Will give you further particulars concerning foreign
exchange earnings in & few days. All of the work has been
proved, the tickets have been made out and will go through
to-morrow and next day.

Hoping that you are having the best possible }cind
of a time, and with sincere regards, I am, 8

Cordially yours,
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EXCHANGE DEPARTMENT

Mr+. Benjamin Strong, Jre.,
¢/o Hotel Raymond,
' : Pasadena, Calif.

Dear Ben:~

: Presume you may have seen the comparative state-
ment of the foreign exchange profits for 1911 and 1912 as
they appeared in the report to the Executive Committee made
yesterday, but in order to make sure, enclose a copy here-
with, knowing it will interest yog.

It seemg that the Auditing Department made an er-
ror in figuring our rent, which they only discovered after
the figures had been entered in the Executive Committee re-
port. On that sccount they were not changed, but allowed to
stand. Instead of charging us at the o0ld rate for the por-
tion of the year that we were in the Bankers Trust building,
they charged us for the whole year at the rate in the new :
building, the difference in our favor being a trifle over
$6,000, which would have increased our interest earning about
1/8 of one per eent. Of course this does not matter partic-
ularly, but one naturally likes to make as good a showing as
possible. Adding the amount earned that has been retained
by us to pay extraordinary expenses this coming year, the
net interest earning of the Foreign Department was a trifle
over 5 5/8%. .

Will enclose copy of the statement made by J. P.

Morgan & Company to the Pujo Committee. As it was given out
by one of the committee yesterday to the newspapers, I sup~
pose the Los Angeles paper may have copied parts of it,-al-
though it is so long I presume you have really seen very lit-
tle of it. It was written by Lamont after he had gone Over
stacks of material which had been prepared for the purpose.
It seems to me that it is & most excelleant statement, and I
guess it has appealed to others in the same manner, for after
it came out it gave tone to the whole market, and stocks turn-
ed very strong.

~




B. Se, Jre 2.

We have had the funniest foreign exchange market
imaginable. Sterling has been jumping up &nd down over a
range of 30 or 40 points, and is now very strong. We have
bought a little on the breaks, and have & very good balance.
£150,000 that we loaned in London at 5% from February 15th
to March 15th will be available to draw against in 2 few
days, but if the market still continues to appear strong and
we can carry it forward another 30 days at 5%, we may do so.
Some more of our long Marks mature this coming week, and we
801d against them yesterday at 95 1/4 plus 1/64, which you
can see is a most excellent rate, as they were bought on a
demand basis of 94 3/4 and under.

The Travelers' Chegue balance is Jjust about hold-
ing its own, although if it follows the action of previous
years, it will begin to fall off until about the middle of
Aprile This is becasuse tourists are beginning to return from
West Indian trips and are cashing in chequee which they did
not use.

Sulzer, as you probably have noticed in the papers,
gone erazy, or to stick a little closer to the truth, he
hasn t changed any from what he used to be. I really think
that business interests in New York are very seriously dis-
. turbed, because there is no guestion but that if the bills
now before the legislature pass, an immense amount of busi-
ness will leave New York never to ‘come back. Repealing some
of the worst bills would not result in the return of much of
the business that would leave. Boston, Philadelphia, Pittsburgh
and Chicago would be the ones to profit most. If real estate
values are affected, as they unquestionably would be should
the bills pass, it would result not alome in a great loss to
New York interests, but would as well reduce the power to
borrow of New York City. In fact the whole matter is so ex~ -
tremely serious that all interests are working together to
try and defeat the bills, and I cannot see how they can go
through, so we are not borrowing trouble. While the up-country
representatives are always ready to pass anything that is
against New York City, yet it does not seem possible that
they would be willing to favor legislation which wounld actu=~
ally destroy the business of the eity, and which would re-act
upon them. Of course it is necessary to get them to believe
that such wounld be the case, and I think that the committees
who are working on the matter are going to succeed in con-
vineing them. If the laws were passed, we would be affected-
to a very great extent, along with other interests, for it 3
would result in transfer agencies being established in many :
other cities. _ A

However, we all hope for the best, and I am not say-
ing this to you with any idea of making you anxious, but more
to familiarize you with the facts as they appear to me, to
better enable you to understand future developments as they
may appear in the newspapers.
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We got notice to-day that an issue will be made on
liarch 7th of & loan of Marks 400,000,000, 4 years, 4% Prussian
Treasury notes at 99, also 150,000,000 German Prussian Consul
4s at 98.60. While on March 7th we will have & large number
of cash Marks due to maturing bills, yet I do not consider it
of value to take an interest in either issue, and have refused
to participate to-day.

Hoping that the severe storm that was reported here
as having occurred in California may not have eaught you out
golfing or motoring, or in any other pursuit for pleasure with
which it might have interfered, I am,

Sincerely yours,

N
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MEMORANDA
for Iir. Strong. IIarOh 6, 1913.

DEPARTMENT
Bverything has been very cuiet in the foreign business during the last

few days. We purchased 3,000 bales of cotton that I think should net us very
well.

After flirting with the Bank of Athens for severzl months by mail, they-
have finally opened an account with us. Their first remittance was received
this morning, and while only for 53,000, it represents a beginning that I hope
may develop into a good agcount later.

Tuesday evening I made an address in Pitisburgh. Was able to call upon
most of the Pittsburgh - -banks during the day. Arranged with Iir. MeEldowney, of
the Union Trust Company, to offer him participations in any foreign loans in
which we might be interested. Xxplained the nature of the liability, both as
to rate and security. Wish %o extend such arrangements as rmch as possi ble,
for it will give us an opportunity to deal on a broader basis, but do not like
to suggest such business to bankers exscept a‘s I can talk it over with them and
make ocertain that there is no misunderstanding.

The British Bank for Foreign Trade, Ltd., of London, with whom I have
corresponded concerning an account, cabled us yesterday to Jmow at what rat e
we would loan them (250,000 for thirty days against government securities of
Russia, China and Brazil. Cabled than 67, subjeat to approval of collatersl
by the London City & Ilidland, and have their sable reply this morning, saying,
"Regret. Best thanks.” TFelt cersain that they could not pay 67, as the
London market is ‘about 57, but did not wish to encourage the business too
rapidly. Am today writing them to advise us the partioular issues that they
have in mind offering us as collatersl. Am aeftain that fthey would not ello\:;

o &
the London City & Midland to pass on the security, but would rather lose a

temnorarily
deal/t‘n.;;n leap in the dark. I think we can ungquestionably do some profitable
business with this bank, after we become acquainted with the securitles that

they have to offer,
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MEMORANDA

for
DEPARTMENT Mr. Strong. March 6, 1913,

MATURITIES FOR BALANCE OF 1913 WHICH WILL BE PAID.

March . . - o $8,200,000
April . . . « 5,300,000
May . . . « 6,600,000
June . . . « 7,300,000
July . . B « 2,300,000
Avgust . . . « 4,000,000
Septeomber. . B « 4,100,000
October . . . . 200,000
November . . . « 2,100,000

mcmber . . L - 3.400'000

Hse Ba Te
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March 8, 1913.
Mr. William J. Williamson,
Brighton Place,
De land, Fla.

Dear Sir:-

Your letter of March 3 received, and its tone was
80 alarming that at first we thought it was intended for a
joke, but even so I have decided to answer it seriously.

Without regard to whether conditions develop as
you suggest, it would be quite impossible for confiscation
to take place in large cities unless it also took place in
small ones, for it would have to be done under a general
plen, by riot or not at all. If done under a general plan,
all property would meet the same fate, without regard to its
location.” If by riot, it could only result in the loss of
such negotiable instruments and cash as happened to be stolen.
Riot would not necessarily oceur in a large city any more than
in a small one, but the protection afforded by the vaults in
small towns and cities is not to be compared with that in

5 the larger banks in the large cities.

Por instance take this gompany. We have the larg-
est vault in the world. The door is about five feet thick
and consists of steel and cement put together in such a way
that it would take many days for even experts to get through
it working under full protection. We do not believe that it
would be possible to blow it open with dynamite or giant
powder, or in any other way that might be available to a mob
which might have temporary possession of the building.

Ordinarily there is considerable warning before mob
rule becomes effective anywhere, but our vault system is such
that even sudden and unexpected mob control would not make
it possible for anyone to gain access to it. We not only
have a day gate to the vault that is closed while the main
doors are open, but the door itself (and access to the day
gate) is enclosed in a heavy, steel barred vestibule, en-
trance to which can only be obtained by officers of the com-
pany after communication with those inside. There is al-
ways a vault officer and assistant vault officer within the
vestibule who could be given warning from any part of the
office that the vault doors should be closed. i .

We feel, therefore, that we are protected in so &
far as it is possible from snything in the nature of a riot
or sudden uprising, and that those who entrust their busi-~
ness to our care will be doing so under the safest conditions
that exist anywhere.
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The next question, and really the only serious one,
because of the protection already referred to, lies in the
possibility of an era of socialism resulting in absolute
confiscation of property. We do not believe that any such
condition is possible in this country, nor that it need be
feared by anyone. Socialism does not mean to-day what it
did yesterday. The teachings of Karl liarx do not constitute
the present beliefs of even the Germen socialists. In fact
the socialistic party in the German Reichstag to-day could
be classed as ultra-conservative, teken in connection with
the teachings of socialism as originally developed.

A very strong socialistic wave has unquestion-
ably passed over this country, but there are comparatively
few who have voted the socialistic ticket who believe in con-
fiscation or enything approaching it.

In Milwaukee, Wisconsin, a very strong socialistic
feeling developed, which resulted in turning over the city
government and the member of Congress from that distriet to
the socialists. It only took one term, however, of those
elected to result in their overthrow, and Milwaukee is not
now under socialistic govermment, and the socialist Congress-
men retired Mareh 4. This is only one instance of & num-

¥ ber that have occurred in this country where some city or .
other has gone socialistic temporarily. In practically every
case also the socislists have won,/not because of their
propaganda but on account of corruption of those controlling
the other parties, which disgusted many voters.

At the moment this country is suffering from yellow
journalism as carried on in our newspapers and magazines, by
dishonest politicians and self seskers, together with the re-
sult of such propaganda as shown in the eries of ignorant re-
formers. It is humen nature to allow any condition to become
very bad before it is regulated, because the ordinary indi-
vidual will not put himself out to take part in furnishing
protection to the whole until he is sufficiently injured
himself to bring him to his senses. The result is that we
have not only allowed free speech in this country, but we have
allowed license, and both writers and speakers fill their
audiences with lies and misrepresentations, until the system
is becoming & real menace. There is no guestion but that it
is 2 very difficult problem to put any curb upon such dishon-
esty without checking free speech, and that is one reason why
it has been allowed to run as long as it has. Men, however,
are beginning to wake up to the fact that serious results are °
apt to follow, unless something is done to check the output
of dishonest utterances that have been the principal edueation®
of our people for the last several years, and the first real
gigns of an attempt to meet the situation are being noticed.
Conditions are really not bad in this country, and the minds
of the majority of our people, while temporarily befuddled by
the noise and clamor of the muckraking portion of our popula-
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tion, are still conservative and sensible. This means that

it is inevitable that as conditions develop in the near fu-
ture, our people will come to themselves and find out that
they have been betrayed and aet accordingly. Then a vast
change of sentiment will oeccur, and while the regulation

which is right, because of the closer inter-relationship of in-
dividuals made necessary by their inereased number, will pre- -
vail, yet the cheap thinker will be discredited.

All of these cycles have their value, because they
succeed in jarring the ultra-conservative mind out of its
ordinary channel that custom draws narrower and narrower, and
we find after each period of frenzy that better conditions
prevail. We are only carrying out history in its regular de-
velopment, the difference between to-day and yesterday lying
in a greater education of the multitude, which makes possi-
ble new developments without the destruetion that was necessary
in former times. We, therefore, have no cause to feel at all
worried over the situation, but look forward to a brilliant
future that will certainly develop after the present era of
misrepresentation is past, and Jjudging from many incidents
here and there, the turn is not far ahead.

Assuring you that if you consider it to your inter-
est to entrust this company with your business, that it will
have ou¥ most careful attention and that we have every con-
fidence that we can serve and protect you to your entire sat-
isfaction, we are,

Very truly yours,

Federal Reserve Bank of St. Louis:
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FOREIGN EXCHANGE DEPARTMENT

ilr.« Benjamin Strong, Jre.,
. /o Hotel Raymond,
Pasadena, Calif.

Dear Ben:=

Last summer we had more or less friction during

v the vacation and summer period, due to the fact that while
ilr. Dunham was away from the vault on his regular vacation,
for a day, on Saturday afternoons’and at luncheon time,
some other officer of the compeny was obliged to take his
places As Chairman of the Vault Committee I was obliged a
number of times to request different junior offiecers to
spend certain time in the vault, when they were very reluc-
tant to do so.

In order to prevent friction this coming season,
would suggest that Mr. Bolles be elected Assistant Vault
Officer, and be given all of the combinations which are now
held by Mr. Dunhame The only reason for going through the
form of making him Assistant Vault Officer is to keep the
control of one side of every double combination in the
hands of an officer. As a2 matter of aectual faet, it will
not change the risk in any way. Under the present system
ir. Dunham goes to the particular safe that some senior
clerk of a department wishes to have opened, unlocks the
officer's combination and sees that the clerk unlocks the
second combination. He then leaves lir. Bolles in charge of .
the safe, together with the clerk. While lir. Bolles does
not have the combinations, you can readily see that he has
exactly the same power to defraud the company as if he were
possessed of them.

Presented the matter at the officers' meeting a
few days since, and they all felt that the arrangement was
most desirable.
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Before writing you, however, for your decision, I
thought it best to have & talk with Mr. Porter about lMr.
Bolles. lire Porter states that he has known Mr. Bolles in-
timately for 33 years, that he would trust him to go around
the world with anything Mr. Porter might have. In other words,
he considers him thoroughly reliable, and feels that we would
be entirely justified in making the arrangement suggested.
ilr. Porter agrees with us all that it is better to make him
an officer for this special purpose and thereby prevent any
exception being made to our gemeral rule, than to give him
the combinations without such action. Our by-laws of course
authorize officials to sign, but we could unquestionably get
around 'this. Mur. Bolles' signature would not be sent to any
of our correspondents, so that his signature on any drafts
would be of no value, although unless we made a special mat-
ter of it the company might be liable in case he signed an
obligation directly upon us.

Considering Mre Bolles' age and experience, in con-
nection with what we know of his habits of life and character,
it seems to me that we are thoroughly justified in teking the
action suggested. Mr. Porter stetes that Mr. Bolles owns his
home on 52nd Street.

Assuring you that we shall all be pleased to accept
your decision in the matter, I am,,

Sincerely yours,

P. S« We had a letter from a Mr. Williamson, who is Pres-
ident of the Pilot Cotton Mills Company, end who is a person-
8l friend of Nr. Martindale and Mr. Porter, from which I
quote as follows:

"Yours 27" forwarded me from Raleigh. I am on
my vecation now. To be frank, I fear to leave &
trust estate in New York. Some day you will have a
socialistic or anarchistic upheaval there, and they
will wipe you, your banks and trust companies off the -
earth. I believe a smaller city preferable on this .
account. You are safe now, and it is all right now, :
but unless things change it seems to me the tendenay ¢
is as above, and when a person leaves a trust, he -
wants it safe until it has served its purpose.

Before the Money Trust investigation had become so noisy,
we had practically arranged with Mr. Williamson, at the re-
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quest of lir. Martindale, to act as Trustee for him in the
managing and collecting of an income from estates of $100,000
and over. The letter quoted above is the first direct evi-
dence we have had of any kind that the present uncertain con-
ditions are affecting individuals so that they are really be-
ginning to aet instead of merely exhibiting more or less ner-
vousness. The letter was passed around among the officers un-
til finally it was given to me to answer. Thinking you might
be interested in the whole proposition, I enclose herewith
the reply which I made to Mr. Williamson's letter. Would add
that I signed it personally instead of as Vice-President.

Money in Germany is very, very high, and I would
not be surprised to see something of a squeeze there on the
3lst of March, the end of the guarter. Rates for the carry-
over will not be definitely determined for ten days yet, but
7% seems probable at the moment.

" From what I can gather, country banks are all try-
ing to run with strong reserves. The First National Bank of
Omahe at present has 47% cash in its vaults. If this con-

‘dition is general enough, it will mean that as soon as con-

fidence begins to develop, there will be plenty of money to
carry on business, but that if the feeling of unrest spreads
and more bankers begin increasing their reserve beyond their
requirements thet money will tighten up very materially.

Gold is still going out, as you are probably aware
from the newspaper reports, and exchange rates continue high.
larks are about 95 7/16 to-day, but this is probably in an-
ticipation of a high carry-over rate at the end of the month.
The private rate of discount and the bank rate both are now
the same in Bngland, viz., 5%.

Lest week I wrote to Sir Edward Holden and aslked
him for his opinion of money conditions for the near future
in Bnglend end on the continent. Have also writtem to Mr.
Hugo Schmidt for his opinion.

Hope that you may be having all sorts of opportun-
ities for pleasure and rest. I am expecting to spend a week
in Weshington in April. Warner has his Baster vacation then,
and I am anxious to show him the capitsl of his country, al-
though I will have to admit I am not so proud of what is in
it. '

Federal Reserve Bank of St. Louis
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FOREIGN EXCHANGE DEFARTMENT

New YorRk , March 19, 1913.

Mr. Benjamin Stroang, Jr.,
C/o Hotel Raymond,
- y Pasadena, Calif.

Dear Ben:i~

. Your letter of the 10th instant received and read
with mueh pleasure.

? Am salmost afraid that I have been writing you too
voluminously, considering the fact that you are supposed to
be taking a rest. At the same timé I have felt that the
subjects covered were of real interest to you, and as they
have required neither study nor decision on your part, I have
written rather fully.

You ask for my opinion of the foreign situation, ,
and I will give it without awaiting replies from the letters
that I sent to Sir Rdward Holden and Hugo Schmidt. In read-
ing what I have to say, you should bear in mind that it is
only my own opinion that I am giving, and therefore take it
for what it is worth.

In the first place, I do not believe that the appar-
ent stringency in Germeny is either as bad as it is made out
to be or that it is due to over-extension of industrial cred-
its. On the other hand, I am ineclined to think that Germany
hes been helping to finance Austria and some of the Balkan
countries, and that this added burden has resulted in dear
money. The moratorium in the Balkan countries has also work
ed hardship, and will continue to do so for some time. The
people in Germeny, France and Austria have apparently been
hoarding money, that is not necessarily money which would
otherwise have been deposited by them in the banks, but money
that they might have invested and that would have reached the
banks through govermments and corporations. I do not believe
that this money will come out upon the signing of the treaty
of peace between Turkey and the allies, unless at the same time.

/,

o S
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all boundary questions are so definitely decided that the
people will be relieved from the fear of complications be-
tween the greater powers. To my mind Germany is rather fear-
ful of the Slavs, for the Balkan allies have shown consider-
able power, and together with the Russians will constitute a
real menace, should trouble develop between Germany or Austria
and any of the Slav nations. While at the moment the French
and German people undoubtedly fear war between their respec-
tive countries, yet I believe that they will soon see that
their interests lie together against the encroachment of the
Slav, and that Italy, Austria and Bngland will be similarly
influenced. It would not be surprising to me to hear that the
governments of Germany and France were in full accord over the
Slaev proposition, and that while the money that Germany is con-
templating asking from its people who have an income of £2500
or over, in order to make up & $50,000,000 fund for extending
its militery system, is not desired because of fear of war with
BEngland or France, yet that it is wanted to protect Germany
from the Slavie races. The action of France too in extending
its regulations for military service while based partly upon
the fact that it is felt necessary to keep up with Germany is
8180 more or less due to the changed conditions in the Balkans.

It seems to me that the real reason that the powers
have allowed Turkey to break agreements contained in the '
treaty of Berlin has been the feeling that it was acting as a
buffer for the surplus energy of the Balkan races. The Turks
and the present allies have been s0 evenly matched tnat they
have offset each other, and if Italy had not defeated Turkey
in Tripoli, I guestion whether the allies would have started
their war for some time yet, although it was inevitable that
it would come sooner or later. With Turkey driven entirely
out of Burope, with the exception of Constantinople and its
immediate surroundings, the whole status gquo will be disturb-

~ ed. I rather expect that the powers will try and form a state

of Albanis, thereby ereating a semi-powerful country of a
people who are naturally the ememies of the allies, hoping

that it may have a quieting effeet on the latter. If they
succeed in the attempt, while it will undoubtedly be helpful
yet Austria and Germany will be placed in a very differeat po-
gition than they ever have been sinece they have become  real
powers. It is possible that Germany fears thet with the grow-
ing strength of the Slav races that either FPrance or England
would join with Russia against them, should war develop, but

I question whether they would. At first the French people
might think it a good opportunity to strike at Germany and re- .
cover Alsace and Lorraine, but I believe that the new power of
the Balkan rasces will have a sobering influence as its potency .
is realized. ‘

The fall of the French Ministry is not necessarily
serious, as it had more to do with matters entirely local to
France, and I guess was more of & personal fight on the part
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of M. Clemenceau, who wished to get even for some favors ex-
tended to him by the former premier, than for any other reason.

The assassination of the King of Greece should not
cause any special complications, as his son is apparently a
competent fellow and will step into power without opposition.

The condition of unrest that prevails in England is
really serious, but should work out in time, although a cer-
t:in degree of so-called socialism has unquestionably come to
stay.

On the whole I look for & better money condition
after the April settlement, but not for ease until some of
the fear of war that seems to be grounded in the peoples of
Germany and Prence is dissipated.

Yesterday we cabled the Deutsche Bank, Berlin, ask-
ing for a rate on money left on special deposié for one month
from March 31. They cabled us to-day the rate of 7 3/8%, and
we have accepted it om Marks 750,000 which we bought last year
and that are maturing during the last few days of this month.
This rate, together with other conditions whieh may influence
exchange, make it look like a good deal, particularly as we
will need & good many Marks to cover Travelers' Cheques in May.

*
last evening I made an address before the boys of
the "Bankers"™ Club, and was very much interested in seeing
their orgamization actually at work. The attendance was ex-
cellent and the men seemed really in earnest. They had 2 bus-
iness meeting for half an hour preceding the address, and they
were all actively attentive.

Sincerely,

A

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



F.71¢

DIRECTORS.

JAMES S.ALEXANDE R, Prest.Nat.Bank of Commerce in N.Y.

STEPHEN BAKE R, President Bank of the Manhattan Co.
SAMUEL G, BAYNE, President Seaboard Nat.Bank.
EDWIN M.BULKLEY, Spencer Trask & Co.Bankers.
JAMES G.CANNON, President fourth Nat.Bank.

E.C. CONVERSE, President.

THOMAS DEWITT CUYLER, Prest.Commercial Trust Co.Phila.
HENRY P. DAVISON, J.P. Morgan & Co, Bankers.
RUDULPH ELLIS, President Fidelity Trust Co. Phila.
E.HAYWARD FERRY. Vice PresidentHanover Nat.Bank.
WALTER E.FREW, President CornExchange Bank.

FRED'K T. HASKELL,V Prest |Il. Trust&Savings Bank Chicago.
A.BARTON HEPBURN, Chairman,Chase Nat.Bank.
FRANCIS L.HINE,President First Nat.Bank.

THOMAS W. LAMONT, J.P Morgan & Co. Bankers.
EDGAR L.MARSTON. Blair & Co. Bankers,

JOSEPH B.MARTINDALE, President Chemical NatBank.
GATES W.M¢GARRAH.Prest Mechanics'& Metals Nat.Bank.
CHARLES D.NORTON, Vice Prest.First NatBank,
WILLIAM C.POILLON, Vice President.

DANIEL E.POMERQY, Vice President

BANKERS TRUST

COMPANY

$10,000,000
10,000.000

CAPITAL
SURPLUS

CABLE ADDRESS: BANKTRUST, NEW YORK.

16 WALL STREET

OFFICERS.

E.C.CONVERSE, President.

BENJ. STRONG, JR.Vice President.
WILLIAM C.POILLON, Vice President
D.E.POMEROY, Vice President.
W.N.DUANE, Vice President.

F. I. KENT, Vice President.

HAROLD B. THORNE, Vice President.
F. N.B.CLOSE, Vice President.

GEO.G. THOMSON, Secretary.
GEORGE W.BENTON, Treasurer.
GUY RICHARDS, Asst.Secretary.
H.W.DONOVAN, Asst.Treasurer.
BETHUNE W. JONES, Asst.Secretary.
H.F. WILSON,JR, Asst.Secretary.
R.H.GILES, Asst, Treasurer._
PERRY D. BOGUE, Asst.Secretary.
HARRY N.DUNHAM, Asst, Treasurer
I.MICHAELS, Trust Officer.

WILLIAM H.PORTER. J. P Morgan &Co. Bankers.

SEWARD PROSSER, PrestLiberty Nat.Bank
DANIEL G. REID, Vice President Liberty Nat.Bank.
BENJ. STRONG. Jr.Vice President.

EDWARD F. SWINNEY, Prest.First Nat.Bank Kansas City.

GILBERT G. THORNE, Vice President NatPark Bank.
EDWARD TOWNSEND, Prest.Imp.& Traders’ Nat.Bank.
ALBERT H.WIGGIN. PresidentChase Nat.Bank.
SAMUEL WOOLVERTON, Vice PresidentHanover Nat Bank

New YorRKk, March 24, 1913.

FOREIGN EXCHANGE DEPARTMENT

Mr. Benjamin Strong, Jr.,
C/o Hotel Raymond,
Paaadona, Calif.

Dear Ben:-

Your letter of the 19th was received to-day. Mr.
Booth wes here last week, and Mr. Pomeroy took him out to
luncheon. He stated that Mr. Hellman was expected soonm,
but that he probably would not leave Los Angeles for some
days. Have notified all the boys to wateh for him, and we
will see that he is looked after properly.

We were caught with a lot of exchange just before
the drop. Once in a while our friends "hand it to us", if
opportunity offers, and it sometimes seems best to take it,
even when we do not wish it. While we did not buy the ex-
change in question at the high point, yet it was taken in on
the way down at different rates. As we were getting 4% in
London and there was every reason to expect the market to
recover, we let it remain in balance, and have to-day sold
it out at a very nice profit. The market for cables has
gone up during the last few days from 487.85 to 488.45, and
our sales to-day were at 488.45 and 488.47 1/2, at which )
rates we have disposed of everything we had to spare in the /6
line of Sterling cebles. In a few days we will be in posi- ”°Za~
tion to make further sales, and I hope the market will keep (t»xigy
up until we can get rid of what we have maturing on the \
28th, but it does not look any too favorable at the moment.
We still have some Merks for sale, but cammot let them go
until Seturday's steamer, as they do not go into account un- -
til April 4. However, the whole market proposition is work-
ing out very nicelye. L &

The St. Louis banks are many of them under their
reserve, and I understand that the Chicago banks are very
closely loaned up also. The Mechanies-American, St. Louis,
drew $250,000 against their account last week, leaving their
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present balance $260,000. Understand that we were the last
one of their correspondents to be drawn against, as they
drew their surplus balances from Chicago first and them from
their other New York accounts.

- Berlin discounts dropped from 6 3/8 to 6 7/8 on
60 and 90 d/s bille to arrive, which shows quite a little
easing in that market. To-day is & holiday abroad, so there
is no news from the foreign financial world.

We will try and have Mr. Bolles appointed at an
April meeting of the Board of Directors. I asked Mr. Close
to look up the by~laws and see how we had best word the res-
olution, so that there will be no conflict with them and
at the same time give no authority to iir. Bolles to sign.
Will forward the resolution to you for your approval, as
there will be plenty of time to do so, because the matter
need not be acted upon until the meeting of the Board on
April 22. There will be absolutely no change in the vaunlt
system through Mr. Bolles' appointment as Assistant Vault
Officer, with the exception of the fact that he will have
the combinations of the interior safes that he watches over
at present after Mr. Dunham has unlocked them. Iir, Bolles'
chance to defraud the company would, therefore, not be
changed in the slightest degree, but the whole system would
work much more smoothly. :

Last week I arranged with Mr. Giles, ifr. Page and
Mr. Thomson to go over our whole vault system with me, for

- the purpose of finding out whether now that the system has

been in operation some time, it is satisfactory in every par-
ticular and that the company is reasonably protected. Will
advise you result later.

Iiareh 26, 1913.

There is another matter of importance that I have
acted upon deeisively for the time being. In carrying on
the pension fund, every applicant is examined by a physician.
The reports of such examinations as made to us should be
treated in a most confidential manner. Our duty in regard
to these examinations is, to my mind, identical with that of
the examining physician. In other words, I do not consider
that we have any right to handle the reportes of the examina-
tions in any meanner which will allow them to become known
generally, or even among the officers themselves. We have had
one or two cases come up that have confirmed me in this opin- .
ion. I have, therefore, given Mr. Giles positive instruc~- :
tions not to give out the information contained in the re- ¢
ports to anyone in the office, Mr. Trefcer, or any of the

“other officers, but to pass upon them himself based on the
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have told him to refer the report to me personally. As I
had five years' experience as Secretary and Treasurer of one
of the largeat charity hospitals in Chicago, I should be
competent to decide such doubtful cases to a certainty.

Told Mr. Giles that this arrangement would have to last un-
til your return, unless in the meantime you prefer to give
some different instructions.

If any information of the confidential nature that
is contained in the physician's reports should happen to get
out, or even the fact that some such information had gone out
from this company, the yellow journals might make very great
trouble for us, and there is no question but that it womld
be & serious breach of trust, without regard to whether it
led to frietion. Where & report is of such a nature that a
boy has to be turned down, it is of no moment or value to
the Trust Company to have the officers conversant with the
facts, and it might be most unfair to the individual, for
some of the officers might be aequainted with his family
and it might lead to unpleasantness.

The very great value to the Trust Company of these
examinations has already been proved in one or two cases that
have come before us, where men might have been employed that
should not heve been, as their ability was excellent, i

As the instructions given cannot possibly do any
harm, and as the records would all be filed in a safe under
Mr. Giles' personal control and cean be referred to in the

- officers' meeting later should you differ with me, I took
it upon myself to make the instructions to Mr. Giles abso-
lute and positive.

Yesterday I loaned 2100,000 to the Comptoir National
d'Bscompte de Paris, Londom, from March 28 to April 11 at 5%.
This is really an extension of the loan previously advised
you that matures on the 28th. The conditions abroad eased
up very materia yesterday. 90 d/s bills to arrive in
Berlin after April 1 can be discounted at 5 3/4%, whereas
the rate to arrive before April 1 has been as high as 6 3/8%.

The ruin effected by the tornado and floods dur-
ing the last few days mey have more or less influence on
foreign exchange rates, if it turms out that those having
met with losses were heavily insured. While in the country
there was eapparently little insuramce, yet in places like
Omaha, Nebraska ~ Terre Haute, Indiana - and Dayton and . *
Columbus, Ohie, conditions may be very different. While I
question whether the amount involved will be sufficient 'to i

;figot the rate particularly, I am watching the matter care-
UllYe

Enclosed is a comparative statement of the business
ofvthe Foreign Department for the years 1911 and 1912. These
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figures will appear in the regular report that will be re-
ceived by you later, so you need not save them.

BEverything is movigg forward satisfactorily, al-
though business shows signs coming dullness.

Sincerely yours,

7/\_(8 G

Federal Reserve Bank of St. Louis
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Messrs Amermen & Patterson,

24 State Street,
New York City.

Gentlemen: -

We are writing to call your atten-
tion to the facilities offered by the
Bankers Trust Company, in the hope that _
we may be of some service to you. :

¥
In the enclosed leaflet you will
find a copy of our last statement and
on the last page a brief description of
our various departments, which may serve
to suggest some business that we can
handle for you.

Interest is allowed on deposits,
either subject to check or for a fixed
period, and we should be glad of an op-
portunity of discussing possible rela-
tions with you, either as depositary or
in some fiduciary capacity. '

Trusting that we may have this )

. pleasure, we are,

Yours very truly,

A '

Vice-President.
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llessrs. Amerman & Patterson,
24 State Street,
New York City.

Gentlemen:=

We are writing to call your atteation,
To the facilities offered by us,

In the hope that we may be of service
And save you from trouble and fuss.

$
In the leaflet enclosed you will find
0f our statement a copy most true,
And a brief on our various duties,
If we handle some business for you.

On deposits much interest is paid,
Either subject to check or on time,
As fiscal agent or depositary

We'll show you our methods are prime.

Trusting that you may be interested,
We are,

Yours very truly,

Vice-President.
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New York , March 26, 1913.
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Mr. Benjamin Strong, Jr.,
C/o Hotel Raymond,
Pasadena, Calif.

Dear Ben:=-

- Yesterday I spent something over an hour in the
vanlt going over the system, as I last wrote you. It seems
to me that it is very effective and that the company is pro-
tected in so far as it reasonably can be, and am satisfied
that the system is working smoothly and satisfactorily.

I found one matter that needs attention that I took
up with Mr. Close, He states that the Trust Department will
attend to it at the first opportunity, and that the only rea-
son they have not done so before is due to the faect that they
have been very busy with other special matters. Bonds are
packed between bond boards for their protection, each bundle
containing sometimes several thousand dollars worth of bonds
of different kinds. When it is necessary to cut coupons from
the bonds in any bundle, the whole package has to be with-
drawn from its safe. The particular bonds from which coupons
are to be cut are picked out, and it is necessary to spread
the various kinds of bonds around emong several clerks, mak-
ing it difficult for one man to watch them, as no bonds are
counted out or in when taken out of the safes for the purpose
of cutting coupons, because it is not practicable to do aso.
This whole trouble can be obviated by having bonds of certain
maturities sorted and packed together. It will be quite a
little work, but when it is accomplished it will mean great-
er safety and also considerable saving of time. The Trust .
Department started the sorting some time ago, but only work-
ed at it for one day, because other matters began to require
their time. Should judge that it will take two or three
weeks to complete the work. March 31, 1913.

Upon receipt of cablegram announcing Mr. HMorgan's
death the stock exchange eased & trifle, but immediately re-
covered.
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The foreign exchange market, however, was very much
disturbed, and all quotations were only nominal for the lar-
ger part of the day. This was undoubtedly due to doubt as to
how foreigners might look upon American stocks. If they sold
heavily exchange would go up, and if they bought, exchange
would go down, whereas if they ignored Mr. Morgan's death as
far as trading was concerned, there was no reason for the mar- -
ket to change. The result was that cables were quoted from
487.75 to 488.10, and it was almost impossible to trade at any
rate. However, we were not in position to operate, as we sold
out everything available, as I wrote you in my last letter.

Sir Edward Holden cabled me this morning as follows:

"What will be effect do you expect Morgan's death to
have?"

To this I replied:

"Mr. Morgan builded too well for his death to cause de-
struoction., His wonderful ability and integrity lives
on through the partmers of his selection, and their
standing is everywhere too well known to cause the
glightest anxiety."

We loaned $1,000,000 for one week at 5 8/10% in
London. This transaction,waa not & loan to any London bank-
er, but was a purchase of demand exchange for last Saturday's
steamer and the sale of cables on arrival a week from Monday,
or actually a 9 day transaction. The great difference between
demand and cables made the operation possible.

Sunday morning I had an interesting game of golf
with Mr. Wilson, Vice~President of the MeGraw Publishing Com--
pany. As we stepped up to the tee to start the last nine, I
told him I would give him the exaect score for the nine before
the first drive. He was of course very positive that I could
not do so. After a proper argument I gave him the figure 42,
and had a put on the last green of about three inches in order
to make it. You can imagine that I was inclined to rub it in
just a little after having taken such a long chance, but I
played every shot for all there was in it, which was necessary
because of the winter greems. Wish the game might have been
in California with you as the vietim, dbut I have some shots
up my sleeve this year, from which I expeect a great deal when
I next have the pleasure of following you off of the first tee.
and leading you the rest of the way.

¥ ]

Your letter of the 27th just received. Our foreign
policy has certainly degenerated to mere corner grocery poli-
tics, but both Wilson and Bryan knew so much to start with
that it is a little hard for them to learn, so that they should
be excused temporarily.
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Note that you will be in San Francisco for a week,
and hope that it may prove a most pleasant trip. With sin-
cere regards, I am,

Cordially yours,
e
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Mr. Benjamin Strong, Jr.,
0/0 Hotel Raymond,
. rasadena, Calif.

Deer Bent-

Enclose herewith Sir Edward Holden's letter, which
is not particularly interesting, but which you may desire to
see nevertheless. It is not the reply to the special letter
I sent him, as it is not yet time to hear from that.

Intend to leave on the 6§ o0'clock train this after-
noon for Philadelphis with Mrs. Kent. Will make an address
there this evening, and go on to Atlantic City for a few days
Saturday morning. Will then meet Warner and my sister in
Washington, and spend the week. Will be at the office again
April 21, but will be in touch with Mr. Schmid every day in
the meantime.

Have gone over our whole foreign situation with both

" lr. Pomeroy and Mr. Puane, as well as with Mr. Schmid, and as

everything is in good shape and almost able to take care of
itself until my return, there should not be the slightest fric-
tione.

We have about half a million dollars maturing in

London April 11, and I expect to withdraw it, as I do not im-

agine we will be able to obtain a proper rate for extension.
Mr. Schmid will *phone me at the Marlborough-Blenheim on the
day of maturity. £200,000 that is carrying 5% will be aunto-
matically returned by the 1l4th of April, and will not be re-
newed, because the conditions are impossible at the moment to
make an extension of the proposition at any sort of favorable
rate. We have $178,000 in Marks maturing with the Deutsche
Bank April 30, and ‘714 000 at the Direction der Disconto=-
Gesellschaft. Have written to both banks asking them to cable
us rates for remewal for one, two and three months, but will
return in time to handle this matter. The rate made us, to=-
gether with the exchange proposition and conditions here, will
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determine whether a renewal for any period is desirable. As
we are in position to take these amounts from our deposits
before figuring our reserve, the interest rate to the company
is inereased very largely over money loaned here, and under
our arrangement that would emable us to withdraw the funds,

if needed, it works to our advantage to have some money out in
this manner.

Mey write you while away if anything comes up that
I think would interest you. In the meantime you may know that
I am in close touch with the office, and could get back in a
few hours, if necessary.

Would not go, but really think it advisable, as I
do need just a few moments' rest, and feel sure that the days
planned will result in giving me back my full aggressiveness.

With sincere regards, I am,

Cordially yours,

=4
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> | lr. Benjemin Strong, Jr.,
C/O ‘?1&8'& Hotel,
New Yorke.

Dear Ben:~

Just finished our chat over the 'phone, which was the
most pleasant experience I have had for some days, as every-
thing is quite dead in the office.

Enclose copy of cireular that I shall send to those
from whom we purchase cotton on Priday or Saturday of this
week, provided it meets with your approvals It is in line with
the letter being sent out by the National City Bank, although
of an entirely different wording. Sent a copy to Mr. Haight,
and he thoroughly approves of it, and says that it meets sat-
isfactorily the request of the foreigm bankerse. If there is
anything in connection with the letter that you wish to speak
to me sbout, would suggest that you "phone me Friday, as I ex- -
-peet to introduce one F. N« B. Close to the bunkers which sur-
round the greemns on the Englewood golf course to-morrow. He
has never played at Bnglewood and is very anxious to do so.

Iast evening I had a very funny experience that might
interest you for a momente The latter part of August Warner
received & letter from Harvard College requesting him to stop
smoking, drinking, swearing, etec., etc. September 1, and in ef-
fect to replace the time spent in doing those things by rumning,
in order to get into as good physical condition as possible be-
fore returning to college September 22. He returned from Squam
Lake Mondey, and last evening decided to start in his ruaning. .
As he did not care to run alone, he inveigled the 0ld man iato
acting as pacemaker, and we turned off a good mile and & half
for the first run. On the return trip the moon was at my back,
and suddenly I saw the shadow of & men directly in front of me,
and it seemed to keep holding its exact position without any
apperent motion of the arms or body. I immediately thought
someone was running behind me, and put on the accelerator. Was
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much surprised to see that the shadow held its position, and
8t111 without the slightest apparent effort. That seemed rather
strange, but I thought I would give whoever it was at least a
run for his money, so I opened the throttle and let her go for
all I was worth. Imagine my surprise to see the man's shadow

in the same place, holding its own with the greatest of ease,
whereas I was nearly running my legs off, and I then turned
around and saw & policeman on & bicycle riding behind me, and

he was in a most awfully excited state of mind. Warner was about
100 feet ahead of me and going for all he was worth, so he did
not realize what was going on behind him. The policeman demanded
to know what I was trying to do, and having in mind my effort

to beat his shadow, I told him that I was a little uncertain
myself, but finally we explained the matter to his satisfaection,
and told him that if he were interested in that form of develop-
ment, he might come out and see it any night between now and
September 22, the date that Warner returns to Harvard.

Running is the first thing that the youngster has ever
beaten his Dad in, although I suppose golf and teanis will fol-
low in due time. In the hotfoot sport, however, I will have to
admit that after the first 3/4 of 2 mile keeping up with him
is no cinch, and that is about the limit of my usefulness as
pacemaker. The balance of the mile and a half is only of in-
terest to me because of the opportunity to wateh his heels, al-
though in the moonlight they seem to get a long way ahead.

The boy is really & beautiful runner; being graceful and very
light on his feet and running with the utmost ease. Will have
to admit, however, that I am extremely anxious about the effect
of his first few weeks of training, for they will probably de-
termine whether he was injured last spring when they made him
run in the two mile race against Yale directly after he had won
the mile and lowered the record. He ended the mile in perfect
condition, but finished the two mile in bad shape, and after-
ward had to go to the hospital. It was a eriminal thing for
them to do, and I took it up with President Lowell of Harvard,
and understand that they are going to try and apply & little
sense to such things in the future.

With sincere regards, I am,
Cordially yours,

org/
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Dear Sirs:=

The Buropean Bankers Conference on Cotton Bills of
Lading held a meeting in London on the 22nd of July, 1913,
which was attended by bankers from England and Continental
Europe. After careful consideration of the work asccomplished
by the New York Central Bureau, a resolution was unanimously
passed approving the plan and requesting the co-operation of
American exchange buyers in carrying out the Central Bureaun
system. We understand that in order to meet the wishes of
American shippers, and eliminate what seemed to be the prin-
cipal objection that they had to the Central Bureau, vize,
1ts control by an individual, thet the Europesn Cotton Bxe
changes, Spinners Associations and bankers have taken over the
Central Buresu, which in the future will be operated by them
and at their expensee.

. With this change in the management of the Central
Bureau, we believe that they are Justified in asking the co-
operation of American buyers of cotton exchange, and therefore
we ask that you authorize the railroads which you employ for

_ the shipment of cotton to send copies of your bills of lading

" » te- the Central Bureau, 51 Well Street, New York City, and also
that you authorize such steamship companies as carry your cote
ton. to send copies of masters' receipts to the Central Bureau.

It is also desired that notification forms be attach-
ad to your cotton draftas.

The above does not apply to port bills, but only to
through bills of lading issued by railroads.

Very truly yours,
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16 vall Street, _
How Yorikx, lNovember 17, 1918,

My« He Qs o
8/0 Commoreial Club,
Taghington, D. G,

Deer s Balley,

mclosed 1 o momorondum of certain additional sucgestions in con-
neotion with the Toderal Hesorve A6, Which I an enxious %o have you ond
mgﬁmu\omxmmdumpsmmﬂum. 1 am ponding this
letmrmdmclomhmcmmmmub.mﬂamofﬂmum
moamofmémwm.aofmiymuuboomuasomnveuasm
moremmmxme. zmanomoxoangﬁm
menorondum in three coples, pe oa td be suxe that thoro ere sufficlemt for
your rogud romonts. |

Tothing hes 8o yot reSched mp hot would indlcate ony nesesslty
for me coming %o wa-m.‘fqb 1 em uumg tomorrow morning for

@omkommthaomanm“mm,xm
- enoloslng & maviod copy of tho National Boni Aot published by the Notiennd
ity Danic. mmwmwuu@fmuwm.zm.

mmvym-

(mae)
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Hemprandun

Poge B. Tho hesding for Sec. 4 should be "Appropristion for EXponses.”

Pago 4. Ab the end of Sec. B 1% should provide that the surplne pald o
" ihe United States should bo ayplied to the purchese of United States bonds.
' Page 5, 6th line, “contus® should be written im full. |

rage 6, bottom of page. It is provided thet the baxik mey lesse end
soquive vosl ostebe, snd 1t should sinilaxly b empowered 40 sub-let and sell.

Page 11. The sombence ending vith the vords "members of Txseubive Oou-
mittoos” 1s not sufficiontly definite, ond oould bo imwoved by resding a8
mm:mnwwmmwummum
sequently removed for csuse by the Bosrd after duo heering, and eball be s
removed st the vequest of not loss THEm «..s.sss POr comtum of the depositors
of o district expressed by votes of the Boards of Divectors of suh depositors.”

on the next lime, botween the words “ammally" and "meke, sdd the
words “and more frequently if Tequired by the Board."

Page 18. The £iret two limes mowld yesd, “exercise all the dubles,
Mnmmunmwnmmm

poge 14; end of See. 12. If the masoounts snd transactions of 41
depositors aze senfined 4o {he hrendh sad sub hranches of the Desking dstrieh
in which they ave looated, foreign brenches of Nationsl beks or State baus
would not be sble to do business with the fovelgn branches of the Federsl
Roserws Dk, and & fow words &b he end of the sentence will corest this

€

arToY. :
Page 15. Seo. 14. The word "cemtum” in plose of "cent."
Pege 16. Payegresh (e): 1s% lines 'Mlhm

Page 20. 4%h line should veed "as deseribed in peregrerh (4} of
Sect 15 of this Aot."

-
‘

e last word in See. 20 is "swrplus,” ummmmmv

rage 21. 5wd line. mwmm-mumuw
e stloiiod GBSRE™ gnd the last lime of ¥hat seotien shouwld wesd “of m ocash velne.*
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Page 283 leb povegrazh; lest fdne; the vord "baak" should be
Thegics. ¥

Smme page; Tih line from the bottom, should vead "gold sad lawful
money » "

Page 243 12%th line from Sop; the word “may" should be chemged to
nghall.®

Page 271 4th line; the word "oireulations” should be “eirevlation.”

6th line; % wewiix® chould read "notes of each of such nationel
banirs. "

Page 283 firet throe lines; I think better ond more ascurete longuage
wonld be, "Cireuleting notes of cn amount equal $0 omo and ome-hslf per
centum per ammm,” eto.

In the firet paregraph of Sec. 29, the letter "b" iv emitted from

the word "Bosrd.”
Pago 503 10%h lime; the last word “experve” should be fexpenses.”
ezt paregraph, same pege, Mnd line; the word “exomingtion” should be
"oxeminations."

; Pleuse vofor to the Nationsl Bemic 4ot (Natiomal City Besk editiom),
page 16, paragragh 24. We heve put nothing in the Bil1l in wvelation %o Jurisdiotion
of the courts over this institution. I am not sble to suggest whother that is
mwaﬂ.ﬂt&mummm-mmw“nm‘
0 the jJurisdiction of State cowrbs over Natiomsl benmks, 1t might be well to
put & olause of declayation in the Bill as to the jJurisdietion of the courts.

Page 203 the lenmuage of yeregrarh 55 indlostes fhe possibility of gome
wuummmn«mmmwmumﬁum'm
Basix,

Page 253 paragroph 42. mhmmtmmtmmum
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offics until their suocessors have boen appointed end have qualified. This
can be correctod in 2 sentence ab the food of page 7 of the Bill.
Paragrazh 45. Suggest that 1t might be wise to have the directors of
the Pedersl Reserve Bawk necessarily citizens of the United States.
Pavagraph 44; seme vage. Suggest that the form of eath might be l
mhu.msumwtwmvnmm-usm‘ |
Pago 263 paregreph 50, relses the question in my mind os Yo Whether |
we have properly dselt with deposits of the Postal Savings Tvmd. They ave J‘
10% necessarily fnvolved in this ylan of legislation, bub, even wpon thet
theory, we want o make sure thet the gemorsl language of the Aot doos mob .
require the officers of the Govermmemt b0 disturb existing arrangements. |
It might bo well %o ascortein Just how these sccownts cre kept, and see '
* whether emy elsuse would be vequired in the Bi1l to cover this situstion.
Paragraph 61, suggests that we have no provision in the P41l stating
that the Federal Reserve Baxk shall mot pay interest wpon sny deposits, which
ghould bo there, and 1t should be withowt quallfication.
 Pago 30; paregraph B8, in velation %0 the Pmmms Consl bonds volses
the question es to whether we haw exmmined with sufficlent care imbo the
Statubes with relation to ¥hese bond lssues ond ascertained definitely whether
our refunding operstion would extend too far. ~_ _
Page 313 See. 60 should be mede to extend %0 the refunding bonds %o
Do Losued to refund the 2fe.
Page 55 peragreph 67. I believe it would be wise that this seetion be
smanded 80 thst 1% will mot interfore with the provisien in the BA11 ih regard to
the retirement of ome-half of tho oireuletion of Nationel bamks. It midy be that
our Bill md this parsgregh are in conflict.
Page 99; yaregrerh 88. In deseribing the payments for whidh the nobes
of the batk may bo rocsived, vo omitted payments for puiblie lands. It Lm' very
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importing, but we might as well make 1t conform o the tewms of the Natiomal
Bomk ASt.

rago 40. Pleuge consider the lost line of thet seme peregrarh.

e havo used the words "Netiomal banic motes” throughout the Bill.

It might have boen better $0 have put in & definition of Circuleting Notes, in
our yavegraph of definitions, ond chenged the words "Nebtional bexic notes” o
ngireulating notes” throughout the Bill.

Poge B2. In providing that Netionsl banics mey beve brenches, we
should subsequently previde for an nmendment to Sec. 5190 of the Rovised Statutes.

Page BS. Our reforence t0 met deposits as defined by the Comptroller of
the Currency should in some way refer o the seotioms of the Natiomal Badk Aot
sppearing in peyegraphs 122 and 128, so that his definition of net deposite
might not imply something differemt from thaot slvesdy yrovided inm the Satiomal
Bonlc Aot. ] ’

Pago B4: top of pege. We have omitted my reforemce Ho the Swymm mf
treatment of the 57 Redemption Fund ss pert of the reserves of Natiomal banks.
 The definite direction to estoblish a 127 veserve snd how it shall be held, is
sentrary o the provisions of the Nationsl Besic Aot. I suggest the additiom
of o clause which will plage it within the power of the Pedoral Neserve Board to
dotermine whether any of the BY Redemption Mund, snd 1f so %o what exbent and
in what mamer, may be counted 88 & pert of the 12% reserve. FPersomally, I
neve mo objection to this cowsting as part of the rosorve whish ls $o b held
at their option in their own veulbs. | i

Page B8y yaragreph 155. Vo have glven no considevehiom o the subject
of usury. If the Pederel Reserve Beuk discownts only for corperatiods, thet is,
Fatlonsl md Btete beuks, the usury stetutes would not apply, but they wowld
ploce the entire burdem of costs for disvoumte in exvess of tie limit of usury
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upon the Wational bark, vhich oould nob in turn inoresse its rate 50 1%s customers
There is mothing we can do sbout this in the 2411, but 1t suggests the embire
unwisdom of our usury stetutes as they ave in this comtry today. ‘
Page 62y paregreph 149. Seo. 5209 of the Revises Statutes, or &
similor olsuse, showld be subodied in the Bi1l, wiless other stetutes of the
United States spply bo fraud of the ehayacter deseribed in this sectiom.
Page 643 paragrayh 154, e havo no method of dlsposition of unclatmed
#vidends provided in the D11l | |
Page 693 paregroph 165. xummmNOnMMh*
%o conform $o0 our ovn provisioms ss to the retiremnt of oiroulstion.
Page 72. Vo should heve o persgrerh, waless it hes slready boen madey
%o apply,similar to Sec. 5332 of the Revised Stabutes. | |
‘ Poge O1. o question is valsed sgain by peregreph 194, oo o the
jurisdietion of the courts over this corporoplon. | |

r. Zent and 1 heve been disoussing somo foutures of the N1l today.
I haven't time to complete this dictation, but ho will do s0, and ke rether
sicotely notes together with his suggestions following will, I sm suve, com-
plote all the suggestions that have occurred to us since you left for Weshingben

with the Bi1l.
BeBedrs
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vage 1, of the B{1l. Should mot the word "Mst" follow tho words
PPl |

Pags 5. Showld mot the word "Enet® follow the words "Ses. 6.7

Pege 6. Showld mot the word "Mat® follow the words MSecs 7."

At the end of the Otk line from the bobbom, the word "Lssus" might
possibly be botter chemged $0 "lssusnce.” |

Pago 7. Bri line from Mkt Sop; %he word "Board® is spelled flwet
with a capital end them with 2 smedl letter. In this commeotion, would mention
that tho word "Brench” which sppears in the definitions in capitels, is nod
copltalised snywhsre in the B1l.

Pego 137 Sess 11, Is thove clesr outhority for the Boaxd to divert
an mxtnmw,mmmmn
sun of §60,000,000., 1% ware dininished through 1osses.

Page 14; Sess 13. mwn&w“muum
mwmmw |

Page 103 Be0. 34. As Netional hesks fxvested in bends of the United
States, vhich were deposited as security for clrvoulation, with the under-
steading thet the 57 fund doposited with the Govermment would cownt as cash
reserve, 1t soems omly fair Hhst they should be cble o comtimme so cownting
its Thile the amownt is smell, yeb if might couse considereble frictlon
among benkers 1f the regulation were changed.

Page 163 Sec. 35 (b)s mmmmwwmmmm
asido as security for sny other purpose” be zdded Tore Lo no doubt whatever
but that sueh words are mot needed, practicslly, ss s baiterx would cleaxly
understend 1t as 4t stonds; but 1% might prevent oriticiom %o have some sweh
phyese sffized. 4
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Page 161 end of Sec (o). By sdding the yhrese "within the United tates”
it would prevent the purchase by the Benk of single neme demsnd foreign exchemge.
in the seotlon is worded it might be comstrusd to meem that single name demsmd
mmm¢um. 1f 1% 18 intended thet the bemk shall be in
a position ummm.mmmumgums
othorwise I thinmk it should be changed.
vage 16 (o). mummmm-rumwmwm
the word "lmportation” in the middle of the thimd line; meking tho line read,
“upem the exportation or importetion from or to the Usited States of goods,
weres,” sta.  Tithout Shese vords the bamk would mot be suthorised %0 operete,
say, in London through dissounting bills of exshemge for exports end imports
botweon foreign countries offered in the London mexiket, decsuse they would not bear
. the ascoptance or endorsement of & depoeibor. | |
Page 17. (£). "he firet line might better yead e follows; "To purchase
grom depositors, for the purpose of carmying to mturity, or o sell,” ebo., ote.
This would prevent sny possibility of o comstruction belng put upmm the sectiom
thet would seem o medm it mcessery for the bawk o sell everything that 1t
purdhosod, If much & censiderstion doos nob seen to you possible, the pavagrerh |
ghould stend ga 1t 18 a
Page 17« (g)s The #4£th word in the thizd line is "or." Shouwld not
thds word bo left owb ¢ | '
Poge 17. (h). In the sooomd lime “such cowntries" should be chonged
%o "foveign comntries," othorwise 1t might be construed b0 meon hnt Womgsns
brenches could be established omly in countries in which foreign bak scoombd
had beem opened., '
(h] In the third lime, tho word "discownting” should be added t0 "purchasing,
selling, colleoting.” The word Wesling"misht cover it, but it would seem that

the word "discovmting” should be added, as it would probebly be 2 daily gpevation.
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Page 17. (k). B5%h line. The word “such” should be changed o "its j

: ‘ ]
foreign." 6th line, the word "agemmoy” showld be followed by the word =

* g , |
Page 18. Sec, 17. The word "i%" in line § should be changed %o “them," |
In line 6 tho word "it" should alse be changed $o “thom." »
Pago 25. In the second pavagraphi, is ¥he mow iseue of bonds cleerly

anthorized in the words "he shall ssecuplish sueh refunding by the lssue of |
Page 27, Seo. 28 sbates that"purchases shell be made from the soversl |
National bemks uwp to smovnts not exceeding tho yor velue,” ete., " and thermmpon |

$he bonks shell be responsible for the webtwewmst redemption sand retirement of
the netes of eash sush Netionsl bexk $o the mmowst of Whe purebase price of
" the bomds, loss interest,” ete. Suppose o condition arose under which bonds were
offered to the Goverment at, we will say, 90, and were purchased ut thet price.
1f §100,000 of bonds were purchesed et 90, the bauk would essume lisbility for
only $90,000 in Wationel boxik notes. It would Wnquestionsbly redeea $100,000
of such motes, bub i% would mot be compelled to do 56 wnder the lews |
Sec. 50, wder "Bk Sraminations,” intends elther o Guplicate %0 a
certein extent the exsminations $o bo mode by the Oemptroller, or to take out from
widor his jurisdiction the exsmination of National bemks.  If the fomer is
intenfted the section is in oxders if the latber, it is no%. '

Page B6. Dec. 20. Ammwuwmuumm.

,O x‘lxb x

{
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Wegshineton, L ¥
Sunday efternoon.
Dear Ben,

It is 3.30, and I have Jjust returned from & long session -
with Sens*or B. #nd am sbout to go out to luncheon. Things are in
a most unsatisfactory state, as Senetor 0. seems disposed to take
every unfair adventage possible. At a quarter to eleven the other
evening he attempted to bring up his Bill for a vote, hoping to
slide it through. s?nator B., reelizing his attitude, feels obliged
to be in the Sen=te nractically all of the time up to eleven o'clock,
with the exception of such periods &s he can secure the consent of
otther Republican senators to take the floor. They do not seem to
bé willing to do so in the evening, however, but are leaving the
brunt of the matter to Senstor B. He has beenx very urgent about
getting the material that I am working upon. The result is that I
hnve‘not had an opportunity to advise you before of just what we are
doing. '

‘ Have planned the work so as to give first a general
criticism of the Owen bill, bringing together its most glaring
defects in such a way as to show their power. Then follows a
detailed criticism, based on the dietation which yéu left. Have
added meny new points that I ran aerdae as I analyzed the bill, and
have developed of those dictated by you. Have also cut ouf'aome
portions of your dictation, as I found, upon careful examination ¥
of the bill, that the meaning was different than would appear:- ;-
upon & first reading. On separate sheets. but following the

order of the eriticism, have made up questions. Senator B. is to

fire all these questions at Senator 0. end ask for answers.
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P e
DPre¢w up meny of the cuestions in such form that it will require the
gem@ kind of analysis as appears in the eriticism before they can be
gnswered, In order to aid Senator B., have developed the eriticism
quite extensively. We heve covered in this manmer the first 32
pages of the Bill, and after I finish this letter I am going on with
it. It has been very hard, steady work and, due to the pressure
on l-Iilbr B. to hurry his preparation and his consequent anxiety
to have all of the matter as soon as possible, Mr. Lewis and I have
worked longer hours then I consider just right. In feet, I am
getting so tired that it is difficult to work rapidly. We have not,
either of us, been in bed before midnight since I arrived. While
we have taken walks and broken the steady meetings with little
changoé here and there, yet it has only been done for the purpose
of meking us better able to go on with the work.

Expect to spend this evening with the Senator and go on
with arguments in explenstion of the notes. He seems to understand
the points as we go along very clearly, so in that respeet the work
is satisfactory. In its relation to the attitudo of the Demoecratic
senators, however, it is not as asgreeable, for they lead you to |
feel that, right or wrong, regardless of whether you are able to
successfully prove their bill harmful or velueless to the country,
they propose to put it through. Such &n unreason#blo. unpatriotic
attitude on the part of a body of men with such responsibilitﬁ
is appalling. It is beyond my comprehension. “

If after going over the matter enclosed you have any
ecriticism or suggestions to meke, will be gled to have you write ¢

me. Would also espprecdate it if you could find time to send me some

notes giving your opinion on the latter part of the bill. If I find

as much to ceriticize from pages 32 to 59 as I have in the first 32
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pages, it will be impossible for us to finish this matter before
Tuesdsy. If, therefore, you can write me tomorrow I will receive it
Tuesday morning in time to incorporate anything you may desire to
have added.

The matter thet you dicteted on "A Centrsal Bsnk vs. Regional
Bsnks" is also before us. As soon as I have finished with the bill
I am going to analyze this cerefully, with the idea of enlarging upon
it if necessary.

Telaphoned Mre+ Sehmidt yesterday, and have such figures frﬁm
my department es I need, and everything is running along exactly as
I wish. $607.000 will be turned back to the Banking Devnsrtment on

December 11th, which is a matured loan made to the Comptoir National
d'Escoépte de Psris, London, which has been placed forward two weeks
at a time for a considerable period. We will show a nice exchange
profit as well as interest profit whem ft is turned back. There is
nothing in the department that needs your attention in any way, shape
or manner. I shall "nhone Mr. Sehmidt agein tomorrow, and, if
necessary, Tuesday. Am very anxious to get back home, but do not
feel Jjustified in leaving until I have finished the bill, as long ée the
work is started.

I forgot to say that in addition to the matters enclosed,
am preparing differemt sets of figures for the Senétor, all of which;
of course, tekes time. My only real pleasure in this prOpos3tion.
considering the faet that the Democratic senators are annaféntly
in the mood to ignore anything that may be put before them, is that’
you are being relieved. That I consider the mdst important thing oft
all, as matters stand, and I sincerely hope that you will not be
tempted to return,unless something should develop after the debate
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has started thet would make it appear as though some real good
‘ecould be accomplished.
With sincere regards to all and yourself, I am,
Faithfully yours,
F.I.K.
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Waghington, D.C.,
December 4, 1913.

Dear Ben,

Yesterday afternoon I did not attempt to dictate
anything, as Mr. Lewis had more than he could prepare for our
evening meeting and as I wished to spend the time in studying
the bill., Found a number of importent matters in the bill
that I developed last night in conversation with the Senator
end that I spa11.dictate this morning. Shall elso change \
some of the items in your original dietetion, as a more ‘
careful study shows that they need a little different con-
sideration or they can be too easily attacked. Before I

’ gtart dictation shall take off my gloves, although I am not
sure thet some of the things I have in mind will meet with the
Senator's avvrovel. Whether they do or not I wish to get them
into his mind, for I consider them unanswerable. The question
of their use will be a matter of politioa'that the Senator, of
course, knows best about. We finished a little after eleven
last evening, as the Senator had another engagement.

Hoping that you will not alone have suecess in your

shooting, but that you will get the best sort of rest possiﬁle.

Sincerely yours, ‘
Mr. Benj. Strong, Jr..

Perryman, Md. % t

I am,

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



L

Weshington, D.C.,
December 4, 1913,
Dear Ben,

Dictated all morning to Mr. Lewis, and we now have something
like 19 aolid'pagos of introductory metter to precede your dictation. /
Am trying to draw some of the most glering faults in the bill into the
form of a preliminary argument, so that those who may not be as
interested in following the tearing of the bill to pieces, part by
part, may have something that might attract their attention.

Expect to go over th@s matter with the Senator this evening, but am
afraid that it. willbe rather late as it is no¥ 10.45 and he has not
yet "vhoned me, because of a meeting that came up whiech he was
obligéd to attend.

. You will be much interested to know that two of our friends
who recently came to Washington for thé purpose of rumnning the
Treasury Department of the United States, were so exercised over

the article in the Tribune vwhich applied directly to one of them
and rether implicated the other, because it woﬁld appear as though
he must have allowed the transaction to go through, seemingly lost
their heads and called in the President of a bank well-known to

us and told him that the story had been given out by him or some

of his senior officers. This having been daniod,:the other officers
were called over to the Treasury Devartment and interviewed. It
gseems that one of them, who is my most partienlar friend aﬁd

whose neme begins with a big "A"™, was so bullyragged that he told’
the gentlemen more or less what he thought of them., This did not ° .
gseem to please them entirely, and the Honorable tunnel man blew up

and used some unprintable language not usually congidered dignified

on the part of a high publie official. The accused bankers,
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however, did not give out the story, although they had been careless
enough to listen to it as it went the rounds of Washington. I am
afraid the incident has not served to dissipate any of the mis-
understanding that has existed,- if misunderstending it is,-
in the minds of the Treasury officials concerning the bank in
question and a certain other well-known bank in New York City.
It makes the screaming of the eagle very throaty, and the old bird
does not at the moment stir up my little insides the way it used
to when the band played Yankee Dondle ifi the land of the brave
and the free.

Sincerely,

i
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_VO/W Washington, D. C.,
December 13, 1913.

Dear Ben,

Arrived in Washington on time Friday morning., and Mr. Lewis
met me at the train. Spent the whole day, from nine in the morning
until ten minutes to eight at night, correcting Senator Burton's
address., There were 329 pages of it, and it had to go into the
printer that evening. It was & perfectly awful proposition, because
there were so many corrections necessary. Just as sn example, I had
Mr. Lewis make & copy of one page @s it read originally and as 1
chahged it. There were many things in the asddress that could have
been bettered that I let go, particularly some matters trat were
left before any visible reasoning beédame apparent in the argument,
The Senator gave me "a blgnk cartridge"™ to shoot at the speech,
so to speak, and I went after it. Ee changed a lot of pages
himself after I had let them go as being paésable. Cn trat account
and as I have not read the address today, I don't know whether fhe
thing is in order now or not. Am to go over it agein before it is
placed in the permanent record, but would not do it today for a
thousand dollars a minute, for I was utterly exﬁauated wken I.
finisled last night. The Senator used all of the matter on the
| central bank ve. regional banks, S0 many 1nterruptioﬁé.occurred

during its delivery that it is pretty well chopped up in the :

addaress, Taking everything into consideration, it seems to me ¢

thet he really made & mighty fine effort to present the matter.

In speaking to others last evening, I found thet it had mede 2 very
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B.S, 2
excellent impression upon all of those Senators who heard it. Un-
fortunately, however, the Democratic Senators were largely absent,
which was an outfage, as these long sessions asre supposed to be held
for the purpose of discussing the Bill. Have been feeding the
Senator dynamite right along, and he is showing the effects of it
and is getting into quite a combatitive spirit. He expects to make

énother speech next week, and promises to present all of the questions
as the Bill is taken up section by section., If he does so, and they
have a full Senate at that time, it may be that some impression can
be made, but the gonsensus of opinion here seems to be that it is
not the intention of the Democratic Senators to consider anything
other than President Wilson's commands.,

‘ Last evening I spent two hours with Senator Root. Gave
him your letter and presented the other matter. Went over everything
fully with him and answ8red great nnﬁbers‘of questions that he had to
ask concerning banking principles as they might be applied to a
central and regional banks, He seemed very, very much interested,
bﬁt I am positive he feels that it is not possible to accomplish
anything. I telephoned him immediately upon my arrivasl Friday
morning. Told him the matter I had, and arranged to meet him at
two o'clock. EHe was unable to keep the appointment, however, which
was the reason 1 could not give the papers to him until after eight
in the evening. ‘ |

Did not attempt to do anything with Senator Sﬁanson's

speech, as I felt it my duty to stick to Senator Burton, particularly
as he was cuite anxious about the whole matter and did nothwish €o
have anything violently wrong left in his address. Do not know
whether anyone will ever read it, but if they do it is certainly

fortunate that I was able to get after it,- whieh of céurse is
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B.S. 3.
strictly confidentigl, as I feel that the Senator has left the middle
of the road and that tremendous credit is due him for the strength
with which he is going into the matter, considering his desire to straddle

Mr. Perrin of Los Angeles, formerly of Indisnaspolis, one
of tke members of the Currency Commission of the American Bankers
Association, is alsc here, working with Senator Weeks. He prepared
some matter bearing on Senator Swanson's speech, whieh was turned into
the Senate yesterday.

Everyone has apparently given up hope of sidetracking the
Democratic bill, and what is being done now is more to place matter
in tke reoor&, with the hope that some few Senators might happen to be
won over, at leest enough to prevent fhe passage of the bill. In the
mein, however, Jjudging from what Nr. Perrin seys and from telegrams
that he has received from all over t%e country, bankers hsave gi%en
up 8ll1 hope. They are therefore endéavoring to combine their
strength in an effort to have some of the worst objections in the
bill eliminated. The first thing that they are to strive for is
to try and have the bill changed so that one regional bank may be
organized first, say in New York, without compelling anyone to join
it, +the membere of the Federal Reserve Board to be appointed and to
be the organizing committee, and to be the direotors of the first
regional bank until such time as they have shown that it ean be rﬁn
properly and bdnkers come into it and its own directory is elected.
If this is done, the bill would also be‘ehanged so as to authorige
bankers to determine sixty deys after tre first regional b%nk waéQ
organized whether they would go into the system. This woald enable
the details to be worked out first, and give bankers an opportunity

to know who the men upon the board were and how they were going
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to handle the matter. After the first regional bank was organized
and in running order, then the Federal Reserve Board would consider
the organizing of the next one, and so on until the provisions of
whatever law is enacted are carried out as to the number of regional
banks. By so dokng, the Federal Reserve Board could allow enough'
time to elapse between the orgenizastion of each regional bank to meet
whatever conditions seemed necessary as to the transfer of funds
frem member banks to regional banks. Mr. Perrin and I talked this

\ matter over for somet}ing over an hour this morning, and it seems to
me that if we are obllged to have the regional syetem, this is the
proper way to handle it. I have been asked to go before President
Wilscn, with Mr. Perrin, the two of us being supposed to cover tke
Best, middle West and far West, as Mr. Perrin and I were both in. the
banking business in the middle West, éud he is now on the Pacifiec
coast and I am in New York. Mr. Perrin was with Chairman Glass
last evening, and he seems to think that something can be accomplished.
There is just one element of doubt in my mind as to the advisability
of following any of these suggestions, and that is that it might seem
to.be giving up the fight for a central bank before we were beaten,
because the carrying out of this suggestion would have to be dohe
before the bill is actuslly passed and such changés would have to be
made as would authorize such developments. Everyone says, however,
that there is nolpossibility of having a central bank, and:Senato; '
Root was very positive about it last evening. Such being the case,
is i1t better to do the next best thing end try to obtain some relie¥
in the present bill, or to let the matter drop % I have written you

fully in order that you may understand the conditions snd so be in

& position to sdvise me what action you wish me to taske. The
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B. 8. 5
Commission of the American Bankers Association is alsc anxious fto strike
ot the provision authorizing the Federal Reserve Board to suspend -
reserve recuirements, and instead have & provision reguiring member
banks to pay to the Federal Reserve bénks a greduated tax as their
reserves go under the required percentage. This would seem to me ‘
' @ much safer proposition, with a politiecally constituted Board.
Had a copy of Senator Burton's speech forwarded to you
today from his office, and you should receive it with this letter.
Bnelose a statement that I worked out todey from the Comptroller's
report of Deqember é, 1907. 1Instead of taking the actual percentage
figures as shown in the statement, which ineclude bank reserveé, 1
thought it best to confine the consideration to cash in vault
. entirely; otherwise some smart Alec of a Senator might get up and say,
"of course they had to keep heavy reée;ves,;as they couldn't get their -
money out of New York," and so kill the whole thing. Tke cash showing,
too, is very much better tﬁan the combined reserve reguirements, as
you will see at once from the table. First figured out the exact
cash reserve required, then the exact cash reserve held, then tle
excess in actual dollars, and then figured the percentage of excess
held to the amount of cash recuired. The figures speek for them-
selves, though I added one or two comments when sending them to
Senator Root. For instance, if the country banks had been contented
to ecarry iny 54% more cash in their vaults, on the aversge, then
required, they could have turned back the balance to New quk, éhieago
and 3t. Louis, which would have brought the banks in thesezéitiesiup
to their full reserve. Country banks held $113,840,000. m;re than
they required, and the three central reserve cities $32,000,000. iesé,
$25,000,000. odd of which represented the deficit in New York City
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alone. If this statement doesn't show who caused the paniec of 1907
and throw the burden on the country banks who hoarded money, it
would seem as though notking could be proved about anything, at least
by figures. Preparing this table waé no soft Jjob; it took MNr.
Lewis and me the entire morning to do it; but as 1 understand that
Senator Root will reed it into the Senate record, I hope that it may
be worth while.

Expect to spend all day tomorrow with Senator Burton,
endeavoring to work out & new line of talk for him to use next

week, in addition tb the questions.

Sunday, 2.20 p.m.

Have just returned from & morning session with the Senator.
'We have drawn up a few amendments to the Owen bill that the Senator
will introduce as the bill is conside;ed séction by section, after
it is found that the central bank'prOposition is sidetracked. The
two points upon whiech 1 laid the most emphasis appear on page 50
of.the bill, the first in lines 10 to 13, end the second in lines
13 to 16. State banks that become members should certainly not be
prohibited from carrying such deposits with non-member banks as
they might choose to, that were in aceordance with their State law.
If our Company did not see fit to go into the system, this clause
migkt result in.the withdrawal of sohe deposits we already héld and
in preventing us from obtaining similer deposits in the future. " It
is not a fair provision any way. The séoond eclause is als¢ unfair
to State banks. These two features I laid particulsr stres§ upon,Q
as Senator Burton feels, from having talked with Senator Owen last
night, thet there is a very great possibility that he might allow

these amendments to go through. ~ 1 also requested the Senator to
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B, 5. 7
have Section 15, page 37, changed to read so that the power to
distribute Government deposits among the regional banks would lie
with the Federal Reserve Board and not with the Secretary of the
Treasury. As it stands now, the Secretary could be outvoted six
to one on the question of where to put Government deposits, and yét
he could handle them to suit himself. HEvery politician in the
country would know it, and tremendous pressure would unguestionsbly .
be brought to bear upon him at different times, that might result in
transactions that would seriously handicap some regional bank that
was being managed capably and conservatively. There would certainly
be greater safety in having & board of seven pass upon such a
proposition than one individual, who would be the only acknowledged
political member of the board. Am going to suggest one or two
ﬁother amendments, but it seemed to me that,as long as the bill ié
unguestionably going to be put throug£ exaétly as it stands, as far
as the general powers of the Federal Reserve Board and the orgeniz-
ation of regionasl banks is concerned, and other matters relating to
refunding, ete., clipping the wings of the Secretary of the Treasury
was really the mést important thing to strive for. Goodness knows
there are plenty of other important ones, but it seems useless to
fight for those trings that will not be considered. If you have in
mind anything else that you would like to have me try and bave |
amended, bearing in mind the possibilities as outlined, will see
that such amendment is offered, if you will let me know by tele-

«

phone tomorrow or by mail reaching here Tuesday morning jus% what you
i 4

wish.

I asked the Senator today how long he expected to want me,
and he replied, "All of this follcwing week."™ I told him thaet under

no consideration could I stay any such length of time, and he asked
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me to agree, then, to stay until Thursdey night. This I also
refused to do, but agreed to stsy until the eleven o'clock train
Wednesday, and, if anything developed_between now and Wednesday that
would make it seem possible to accomplieh something of importance,
that I would stay until Wednesday night. He then wanted to know if
you could not arrange to come down, srriving as I leave. This I told
him would be absolutely impossible; that you had certain matters
that required more time than you had at your disposal rather than
less, and that you coﬁld not come. He is entirely satisfied that we
have both done Aur éest under the circumstances, and I shall stay,
therefore, until the eleven o'eclock train Wednesday, unless something
develops that mekes it possible for me to come earlier.
v Senator Root made & very fine speech yesterday afternoon,
It made a great impression upon thosé,who heard it. Senator Burton
says he considers it the best speech he has ever heard since he has
been in the Senate. It may do some good, but very few Democratie
senators heard it. However, it may produce some results, but no one
can tell yet as to that.
. The Senator told me this morning that President Wilson's

) econdition has become & cause for serious worry. Apparently he is
breaking down mentelly under the strain and his doctors want to

{ get him eway. vPerrin and I, therefore, will not see him, 'as outlined

| in my letter of'yesterday. We certainly have a wonderful line ?o
drew from if anything does happen to him. PFirst comes that\"towe; of
strength" now acting as President of the Senste, who appargptly has
no comprehension whatever of national questions, the rights of
property, or the needs of the people. Following Marshall, comes

Bryan, and then McAdoo; certeinly a joyful combination for citizens

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



: B, 5. 9
of this country to contemplate. Please say nothing whatever about
what I have stated concerning the President, for it is not being
talked about or generslly known, even though it is beginning to cause
very great concern, judging from what the Senator said.

While at the moment I cannot see anything that is going.to

prevent financial disaster in this country, judging from tke attitude
and intense ignorance of the majority in Congress, yet I am just
optimistic enough in meke-up to hope that some statesmen may develop
who can meet the emergency, or that the members of the regional

board will be men of such conservetism and ability that they cen
control this'huge politicel machine that is being foisted upon the
people for the purpose of bringing sbout an expansion of credit,

upon uneconomic lines, that will be a2almost unparalleled in the history
of the world, This whole proposition is nothing more or less'than
the outeropping in & new form of the ;ry for more money, only that
now it is being applied to credit as well &s money, because its
advocates have found out that the word "ecredit" is used fregquently

in place of the word "money." If Senator Burton had been contented
to keep his address within the bounds of reason as to length, the
same as Senator Root did, he might have made a profound impression,
and even though only a handful of Democratic senators heard him,

they might have been induced to lcok over some of the statements ﬁis
speech contained; but the way Congress is being pushed.now, it
cannot be expected that any Senator will go through such a mass of

-

matter for the purpose of pickling out a comparatively few items of
.l' t
real importance. It is only on this account that it seems to me

worth while to endeavor to help the Senator out in making a couple
more speeches, both of whieh ke has agreed to make short and to the

point. By so doing he might add a little to the effect already
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produced by Senator Root, particularly as that speech may make the
,uDemocratiL senators anxzxious to hear more.

Will appreciate it if you will write me tomorrow, so that I

will get it Tuesday morning, stating that it will be necessary for me to
return on the eleven o'cloek train Tuesday. Then, if I find that aﬂy
further time spent here is bound to be useless as far &s obtaining any
real results are concerned, I will send it up to the Senator with a note,
stating that I have been obliged to leave, and will come right besck.
On the other hand, if there apparently is anything apt to develop that
would meke it poseible for me to really accomplish something, I will
ignore the letter and come back Wednesday, as already arranged with
the Senator. Such a letter would be entirely in accordance with the
facts, as I certainly should be back in New York at the first minute
poss:ble, even though if anything can actually be sccomplished here
it would unguestionably be better for m; to stay.

With regards, I am,

Sincerely yours,
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STATEMENT OF MR. FRED I. KENT.

The Secretary of Agriculture: Nr. Kent, will vcu state
your banking connection.

Mr. Kent: I am Vice President of the Bankers' Trust
Coumrany.

The Secretary of Agriculture: You know that this Commit-
tee is required to establish not less than eight nor rore
than twelve of these Federal Ressrve Banks?

Mr, Kent: Yés.

The Secretary of Agriculture: And to divide the country?

Mr, Kent: Yeé. :

The Secretary of Ag&iculture: Have vou given any considewz
ation to that problem?

Mr. Kent: Yes, I have to a certain extent. It sesms to

me that the concensus cf opinion of men who have not

studied the matter carefully and specially as to where

these districts should be divided, is not the prorer
base from which toffigure them. Instsad, of that I think

we ought to consider the facts that exist in this country

that cannot be changed.
s 3

For instance, we cannot grow cotton in Wall Street,

neither can 7e finance railroads in the cotton fields.
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And there are many things in this country that are based
on facts that man cannot change. If we establish any
regional system which goes contrary to the conditions which
exist because of those facts, it is going to be an unecon-—
omical systen that is coing to cost the country more than
it should.

For instance, New York City is the largest port in the
world, not because any man or any set of wmen wish to make
it the largest port in the world, but because of its recu-
liar situation geograrhically, and the further fact that
this country was settled by the people from Eurore, which
means that our habits and custons are very similar to theirs.
Consequently we imrort rore and exp§rt more between the_
Uhited Btates and Eurore than we do betvween the western
oountry, for instance, and the Orient. The clothing of
reopie,in the Orient and of the reorle in this country
is very different. Thers 1s not the exchange there.

And $hers mrs meny thipgs like: that wiich mesn Hheh TEe
York has grown to ite tresent rosition because of these :
things, and not because of any desire of man.to make theﬁlso.

The same thing .8 true of Chicago. It ies situated at

the foot of Lake Michigan, and it is in a natural rlace to




- n ,{ o
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take bueiness torand from the east and the west, and it is
also in a good position to work in the scuthwestern terri-
tory. |
Those thinge have grown up; Chicago and New York afe
large cities, a»d other cities are large cities because
of natural conclicions largely; and the east being settled
first, of course ite wmanufacturing intereste are larger.
And then againwe have in the south a climate that

makes possible the growth of cotton, and in the m$ddle

west the growth of wheat, and so forth.
Now New York City being in the rosition it is, is the

city of imrort; and being the city of import, it needs
tL  foreign exchange in order to meet the demands of

the lmporters. That foreign exchange is made largely
through cotton which comes from the south. There is no
market > the foreign exchange made by that cotton in the
south, that is comraratively speaking, consequently that
cottonhas to be handled by New York; mnot because 'New York
wishes to handle it particularly, nor because thé southern
interests that grow the cotton wish to have New York peorle
handle it, but because New York needs the foreign”exchanée

made by that cotton in order to pay for its imports.
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And all of the lines that naturally trade through this
country seem to center into New York. They go through
Chicago and into lMinneapolis, and yet Minneapolis, even
though it is nearer Chicago, has an immense trade with New
York directly over Chicago. The same is true of San
Francisco, whiph deals with Chicago and to a certain extent
with St. Louis, but more largely with New York because of

these conditions that actually exist.

Now in trying %o divide this country into districts,
it seems to me we shculd take into consideration those
things, and not orinions. ft is ‘quite a prorosition,
because we are going to try to make & system of regional
banks as nearly efficient as a qentral bank would be, as
possible/ And in order to do that, if e do not bear
these things in mind, we are going to make a very expensive
prorosition of it.

I do not believe that New York should have a bank that
has a capital that is too large in prorortion to tﬁe rest
of the country. On therther hand, I do not think it woéuld

%

be wise, at the moment anyway, to establish any reéionai
% L3

bank on the eastern coast other thanin New York.
In the first place, the regional barks are authorized
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to establish branches abroad, and if we had a regional bank
in Boston, New York and Philadelphia and they each estabe
lished a branch in Eurore, it might not be received with
much favor by foreign institutions, wheresas they might be
very glad to work in conjunction with one branch of a

baak that would rerresent the whole country, that would

be a, bfancﬁ, say, of a large bank in New York.

The Becreteary of the Treésury: ¥ell, on that point, Nr.
Kent, these banks' only resource for foreign business 1is
not to establish agencies cf‘their own; they may have
corresrondents, exactly like ycur‘trust company.

Mr. XKent: They could establish branches under the law,
could they not? |

The Secretary of the Treasury: ©So could the national
banks now under the law establish foreign brénches, if
theywanted to. But I mean to say that is not their only
resource. They may, and probably would, find itwmorewadvén— ,
tageous to establish corresrondents; and to that extent
it would not be any less advantageous to have the reserve -
banks, say three reserve banks having corresﬁondenxs in *
Europre than to have the nurber of banks and trustbcompanies

in New York having correspondents under the present systenms




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

Ao Fred I. Kent 373

to establish branches abroad, and if we had a regional bank
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corresrondents, exactly like ycurltrust company,
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could they not? |

The Becretary of the Treasury: So could the national
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in New York having correspondents under the present systems
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«'In other words, these banks are nut exclusive of the

existing facilities; they are in addition to existing
facilities.
Mr. Kent: Yes, excert that one thing vou wish to

accorrlish in this regional system, as I understand it,
is the control of the shipment of gold. Now we cannot
control goid beyond our prorer conrrsrcial position, but
we often can delay shipments until the trade turns and
so prevent that entirely. And that can only be done

. with an institution that is large enough to do it. If you
have a large number of institutions dealing in gold or
in foreign exchange with Eurore, you are going to have
the same condition that exists today, that is, that they
must base it on rrofit, and that is the only way gold is
shipred back and forth now, so far as this ceocuntry is con-
cerned; on & basis of profit. VNow a public utility bank
is supposed to be in a pesition to ignore rrofit tempoia
arily, .when the needs of the country require it,_aﬁd on
that account it would seem to me we should have a bank in
New York that is strong enough éo that 1t could afford té
stand that expense, and that would have a eufficiegt Fower
to get enough bills together and enough credit together
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abroad so it cculd handle the gold rrorosition as the
hecessity develors.

The Secretary of the Treasury: - You realize, of course,
that if you had three of these barks,they are co-ordinated
thrcugh the Reserve Board, and one of the rrotections
is the uniform intersst rate that may be estéblished.

New as it stands to-day, your rrotection against gold

exrorts 1is wvery ruch less than 1t will be und:r this sys-—
tem, even with three reserve banks ocn the Seaboard, ia
it not? f

Mr. Kent: Tell, that might be true and it right not.
You sse the regional banksare bound together. in weakness
and not in strength. In other words, it is impossible to
make the reserves of each regional bank serve as reserves
for all. Instead, when a regional bank gets into trouble
or when i1t becomes extended, or when, in the natural course
of business it must borrow from some other regionadl bank,
then’when it is in that state of weakness, it takes strength
from sowme other regional bank. !
The Secretaryof the Treasury: Not of necessityf

Mr. Kent: Well, it would probably have to, in a way.

That is, you do not get mobility. In other words, we have
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three central reserve cities now and that is considered two
too many. Now if we increase it $o =ight, we will have
 seven too many.

The Secretary of the Treasury: But there is no rower of
co-ordinating the present reserve cities; mno rower exists
anywhere to coordinate them.

Mr. XZent: No, that is true.

The Secretary of the Treasury: They are independent of

each other and do absolutely as they please; but the

rresent system contemplates a very effective co-ordinations.
of these units through the Federal Reserve Board, and that
is & very decided element of strength in this system.

Mr. Kent:s It io necessary, I grant, in this osystem, in
order to give it any degree of efficiency ﬁhatever. But it
seems to me that it should be worked out and can be worked
out very nicely.If we have a proper Federal Reserve Board,
therenis no reason why this country should not grow as a
change in our banking system of this kind would make possible.
But in figuring out the regional districts, 1t seems to me
if you are to have eight to start with, which I understand
you must have, if vou have one in New York and the other
seven are divided in here, as business goes on and develops

PR
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yov:ican easily establish another in Boston or Philadelphia,
if 1t seems necessary; whereas, if you divide your |
strength at the moment, and later you find you do not

need one in Boston or in Philadelrhia, you have gone to
unnecessary expense. It is more difficult to bring a
condition back whsn vou have srread it, than'it is to 1lat
it érow naturally.

The Secretary of Agriculture: Has it not grown that

way? Is not Boston a reserve for lew “_xi England?

Mr. Kent: Why, yes, but on the other hand it is a very
small part of the country. For instance, I believe the
New England banks, that is the national banke, would
have & carital cof *9,900,000 if regional banks were formed
in New England, whereas in New York, if you took the
natural eastern states, as they are called, it would be
gbout 40,000,000, and the scuthern states would reprresent
abcut 15,000,000, and the middle western states about
25,000,000; vou see that would include Chicago and St.
Louis, and then the western states would be about 6,000,000,
and the Pacific states about severn and one half million.
That 'is about the way that divides ur.

But we must consider again, it seems to ne, the question
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of the currents of trade, the way trade works back and
forth. For instance, we have, say, about two billion

in manufactures around New York City, I believe. Now
those manufactures are srread out over ths west, and the -
west has to pay New Vork for them, and that is one thing
that makes New York exchange necessary in the west, just
the same as the question of influence. Now we must

differentiate in considering the trads of this country

between what you weculd call local trade and through trade,
and New York shows a very large rrorortion of through
trade.

The Secoretary of the Treasury: Are you proceeding on the
assgﬁption that these reservé banks are to be banks of
derosit and discount in a general sense?

Mr., Kentt: Only of their member banks.

The Secretary of the Treasury: Exactly.

Mr, Kent: Yes.,

The Secretary of the Treasurv: Now the currents of
trade do not affect them to the same extent, because fhey
X a5 reservolre of credit, and so long as they.ar;
accesslble to the different districts and the reserve

which they hcold is readily available for the ansistance
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banks alone would make, but I mean just to consider 1%;
now how is a bank of that size going to take any arrreciable
vart in handling the gold whioh goes back and forth between
this country and Eurore?

Jhe Secretary of the Treasury: It derends entirely uron

its resources, arart from carital.

Mr. Kent: ﬁut Eurorean banks in dsaling with this
country, &are not patriotic. When they come to deal with
this country they look to:the profit, and to the risk which
is to be run. Capital is one of the things they give a
good deal of attention to. ‘

The Secretary of the Treasury: But carital and resocurces
corbined is the thing which determines.

. Mr. Kent: But the resources must necessarily be bound
by the resources of that individual bank, because the only

value that these other regional banks have to that bank is

for it to borrow fror them. That is all they can give.
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The Secretary of the Treasury: Bul you realize, "r. ¥ent,
that the reserves of & Tederal Reserve Baunk are of a very
different character from those of an ordiiary bank of
discount and depogit, These banks hold the reserves of
the member banks, and they are of a liquid character, and
they are utilized, under the provisions of this bill, in.
such a manuer that they are kept liquid all the time, and
they are there'avaijable for use by the member barks, and
there cannot be a run on a Federal Reserve Bank.

mr. Kent: But if there was a ruan in any district there
would be a run on the membér va ks .

The Secretary of the Treasury: The Pederal Reserve Baunk,
under those circumstances, is expebbed to be able to assist
the member banks, The provisions of the law seem to be
quite adequate for that purpose, so that in cousidering the
power of any one of these banks, it must be considered as a
related institution to the system and as oﬁe of several

trong coordinated units and may, in case of necessit&, have
resource to the combined power of the other banks through’
the Tedetel Board. TInm tiat aepect of tha case, the |
considerations you are presenting here, while importégt,

are not of the supreme importauce that they would be if each
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of these banks was an ordinary bank of discount and deposit,
as if they were expected to stand aloune.
Mr, Kent: Coaversationally that might seem to be true,
but practically things do not always work out that way.
not
The Secretary of the Treasury: T am/suggesting the

practice, T am trying to familiarize you with the structure

of this systen.

Mr. Kent: T understand the siruc ture very well, but
what has been in my mind is the question az *to how European
banks, with their great big cgpitals which run from
%50,000,000 up, in many cases, are going to look at a smll
institution in YWew York that may be dealing back and forth
in the shipment of gold, and that naj be particularly true
if we realize that the Yew York Jity bark is apt to be
called upon to make loans out in different parts of the
country. There are two sides to that question of being bound
t0 the other banks. On oane side it gives strength, if it
needs ﬁo borrow; on the other is that it may make that bank
of less strength if it is forced to loan. . .

The Secretary of the Treasury: Assuming that these eight
banks have a combined capitalization of unore thaﬁ oine

hundred million dollars?
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"r. Beut: %106,000,000, T believe,

The Secretary of the Treasurv: And that they may hold
ultim tely something like six hundred fo seven hundred or
eight hundred milliouns of dollars of Governmert
deposits and the reserves of the member banks, and all of
those units thoroughly coordinated thirough the Federal
Reserve Loard, at zuy time, either domestic or abroa d, can
you cite any institution in the world that would have the

same strength, the same i-herent elements of strength that

.

this combined system would have.

¥r. Tent: T canwuot see how 4%t is, possible for you %o
figure the reserves of one regional bank as being a mrt
of the reserves of the other, vhen every regional bank is
organized by itself, on its own basis, and the only way it
is coordinated with the others is through the loaning power.

That is, it may be called vpon to loan or it may ask for

ot

loans, T think it mkes & very cdifferent proposition of it,
T can see how this may be developed ianto avery satisfactory
system but yet, iun order to do so, it scems to me the dis~-
tricts should be divided with the greatest care and that

. = ' L
was one phase of it that appeared to me. Now, T ama western

man; T was bon in Tllinois and brought up there, and T have
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always felt as though this was one great country, the United
States of America, and T notice that the western people and
the southern people and others seem t0o think possibly New
York is too powerful at home here, but we are very proud
of it in Burope and we ought to be proud of it in this
counsry tooe. We are just as much a part of the south's
wouderful cotviou cz'op'it anc the men in the west should be,
all of ugs. Tt seems to me it is not a question of for
instance trying v0 divide up the cotton fields and have part
of the cotton grown in the uorth or of trying to divide ﬁp
£

the great finaacial power of New Yérk ard trying to put that
out in the desert or in the country, but a question of
trying to work this thing out for the benefit of all,

The Secretary of Agriculture: Yo one is interested in
any other question.

ir, Kert: T realize that, T did ot want you to mis-
understand me, that T was urging New York as againgt the
other ;ért of the couuntiry,

The Secretary of Agriculture: Ve can waive all that;. We
are all interested in working out a system that w;ﬁ].be .

best for the nation.

The Secretary of the Tremsury: This is »urely an economic
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problem and it has to be cdealt with in the broadest possible
spirit of patriotism and intelligence, and the purpose of
this committee in having these hearings is to get the benefit
of the best judgment of the business men and bankers of this
country to enmable us to put this system into operation not
for the benefit of any locality but the country as a whole;

so we might dismiss any other cousideration.

Mr., Kent: T appreciate that. The reason T meutioned

what T did was because T wanted you to reglize T had that
in mind also, aad in speaking for Ydew York in the menner i
have done, it is not because T;think New York should be
favored, because T don't think so; it was only for the
purpose of expediency.

The Secretary of the Treasury: You were suggesting the
districts that you had in your mind. What would you say
should be the reserve cities, if you have not less than eight.

Mr, Kent: That is a pretty difficult problem, without
sitting down and going into figures for a good mny ﬁours.

The Secretary of the Treasury: You havea't doune that?

-

'r, Kent: wo, T admit T have not. T did do this, T took
B &

the natural div isions of the country as shown by the Jomp-
troller and figured out the percentage of capital, to see
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how it would work, aad those are thefigures T gave you a
few minutes ago, and that is as far as T have gone. The .
chanuels of trade, it seems t0 me, should be considered.

Tt may be that you could work over those channels of trade ,
but it would seem és though it would be unecononmic.

The Secretary of Agriculture: We are required to do that
by law, as well as by the natural economic view of it.

MY‘ e Ke:ﬂt : IOS ]

The Secretary of Agriculture: Tould you have time and
inclination to study over the matter further, and give us
your views im & litile brief on the subject, and mark a mp
for us, giving vour unotions as to the division of the terri-
0TV 5

wr, Kent: T will be very mleased to do so if you would
like to have me.

The Secretary of the Treasury: TIf you will take that aad
let us have that map with rour suggestioné for the diviéion
of the countyry at as early a moment as you can, We éhall be
very much obliged to ["ou.

Mr. Kent: How long would T héve to premre it? \T Wouid

|
like to0 give it careful thought.

4

The Secretary of the Treasury: Would a week be sufficient®

]
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e Tent: Yes,

The Secretary of the Treasury: #ill vou kiadly send it
to Washington?

. Kent: ves,

The Secretary of the Treasury: And we will attach it

to your testimouny.
STATEME®T OF STEPHEN BAKER.

The Secretary of Agriculture: Will you state your banking
coiuiection, ir, Baker, for tha sake ol the record.

M, Baker: T am President of the Zank of ianhattar
COPaY

The Secretary of Agriculture: You kanow the problem we
are wrestling with? e would be very glad to‘have any
suggestionsg or expressiocas from yvou o help us.

. Baker: “r. Seeretary, T feel that T would be in favor,

have been in favor under this bill of reducing'the

recional reserve banks dom fto as small a proportion as
possivle; but recogaize that the 'bill has hecome a law and
that the bpill provides for eight reglonal reserve baaks za.s'<
a miniﬁum and twelve as a mEaXimum, So it seems to me that

coi:siderati on should be given to locating those regional
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FOREIGN EXCHANGE DEPARTMENT ; /

Mr. Benjamin Strong, Jr.
903 Park Avenue,
New York City.

New YorRk , April 18, 1914.

Dear Ben:=-

Thinking that possibly you might like to look over a

proposed itinerary before getting back into harness, enclose

« herewith copy. This gives you three full days in London on ar-
rival, six full days in Paris, one full day in Zurich (all that
is necessary), five full days in Berlin (more than you would re-
quire in order to call upon all of our bankers, but not more
then you could use effectively), three full days in Amsterdam,
Saturday, Sunday and Monday (the Monday would be all you would
need for business), and twelve days in London before sailing.
With this itinerary as a base, think you can change to suit
yourself, either before you sail or as you go along. There is
no real necessity of your going to Zurich, if for any reason you
prefer not to, for I shall call upon our bankers there. If,
‘therefore, when in Paris you find that yom prefer to cut out
Zurieh, you could go straight across to Berlia.

If this itinerary suits you, I will write abroad to
some of those whom I wish you to meet, and find out whether they
expect to be at their offices upon your arrival. Have already
written Hugo Schmidt of the Deutsche Bank, Berlin, Mr. Simpson
and Sir Edward Holden.

The record of our foreign accounts will be ready for.
you Monday, with the exception of any additional entries we
may desire to put in later after we have chatted the matter over.

1f you are entirely recovered, which I sincerely hope °
may be true, will be awfully glad to have you back at the office,
for we have really missed you more than 1 can say. With sincere

regards, 1 am,
yours,

Cordially
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Nat. Bank of Commerce in NY,

FOREIGN EXCHAMNGE DEPARTMENT

CAPITAL
SURPLUS

$10,000,000
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not work out. In the first{ place, while an occasionsl individ-
ual will ellow sentiment Yo interfere with business, yet such
rersons are undoubtedly so few in nmumber that their influence
would not be worthy of consideration in comporison with the busi-
ness of this country. In the second place, our abvility to sell
goods ebroed in spite of our tariff was due partly to our greater
efficiency (which is fast being equelled in other countries), and
partly to the faet that our foreign markets were used largely 1o
take care of overflow, which made cheaper production, because it
meant & continunous market and e possible mulitiplication of manu-
factured articles. Instesd, therefore, of our manufacturers im-
porting raw materials at lower rates, and so being in position to
suprply the rest of the world et less cost, they have Leen import-
ing manufactured goods, which have taken the plazce of those which
vere made in this country, and which hes consequently served to
reise the cest of manufecturing in this country, because of the
reduetion in number of pieces put out here. The result has been
such 2 decrease in manufacturing ia this country that we have not
supplied our own wants, and consequently have had nothing to spare
for sele abroad, that is of course in some lines. Instezd, there-
fore, of our, exports increasing under our new tariff in preportion
to the increase in our imports, they have dropped off very mater-
ially. The result in our foreign exchenge balence is not, of
course, immediate, because such & large proportion of imports are
brought in under 60 and 90 day sight commercial credits, but the
increased imports have now been coming in for a sufficient number
* of months, so that we &re having to meet the credits under which
they have been finarced. A part of the reason for our high rates,
therefore, does undoubtedly lie in the changes that have taken
place in our foreign trade.

O

'

Yhile travel is undoubtedly lighter in this country as
a whole than in previous years, yet as the time for the sailing
of Zuropeen steamships has errived, they have been pretty well
lozdeds The mcney needed to take care of sueh travel, therefore,
ig probably just as great at this time as in previous years, &l-
though domestic travel is probebly very much lighter than usual.
L3d3inz bo these rsquirements for exchange in this country the facts
wmentioned by you having to do with securities, with which I fully
agree, and further the necessity of malking exchange with gold coin
instead of gold bars, the whole foreign exchange position is thor-
oughly accounted for. ’ ;

Conditions in Vashington ars worse rather thaen better,
dve I think to.the feeling on the pert of the administration that
freight rates may be raised, and that when this is done, business
vwill immediately become better. There seems to be a disposition
t¢ corry cut to the limid every so-c2llgd reform thet has been
undertalens Several periods of hesitation have ocecurred during °
the last year, 21l of which have been due to fear on the part of,
the Domecerats that they mizht be injuring their chances of re-
election, becouse business was being stopped. Buoch tiwe, however,

e S

as soon a2s & 1ittle optimism has bescome noticeable in the country,
& on the ocpparent change of attitvde in Veshinglon, they have
immediately reverted beck to their former point of view. Consider=-

-
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ing the calibre of the men, I am inclined to believe that if
freight rates are raised and it does cause a better feeling in
business circles, that the progrem of business destruction will
go merrily on to the bitter end. OFf course the nearer we ap-
proach the fall elections, the inclinastion to hold things over
will grow, but even so, unless the elections result in consider-
aple of a turnover, nothing will really be accomplished. While
Wilson made a tremendous howl about lobbying when business men
were being asked to give their views on the tariff and other mat~
ters, yet he has not mentioned the subjeet during the last few
weelis while the labor egitators have been in Washington working
for exemption of labor from the Sherman law. The galleries were
g0 full of lasboring men that one Congressmen addressed his re-
narks to them when opposing the attitude of Congress toward lsbor.
These things all say in so many words that we cannot expect any
relief from Weshington, which if truc mesns that we will have no
improvement in business at least until fall, and then only if it
appears as though the November elections would turn out favorably.

2

The gdministration is still endeavoring in every way
possible to discredit Tew York. lleAdoo is still holding up the
subvay from going under the Post-0ffice, and the Comptroller has
asked MNational 3anks all over the country to turmn in a daily
statement during the month of June, ziving the detail of every
trensaction, even of the smallest nature Tundoubtedly cimned at
Hew ¥ork banks for the purvoss of ensbling the Comptroller to

*4race their businesal. There is every reason to believe that
friction hes been stirred up emong the smeller banks of New York
atate by the government in order to fry to make it sppsar as
though llew York City banks were endeavoring to control the direc-
tors of the ew York regionzl bank, and the Treasury Department
has rvuled that benks shipping currency to Vashington for redemp-
tion must pay the express charges, instead of the banks whose '
cireulation is returned. As the Treasury Department and the
Comptroller lnow that & very large portion of National Bank bills
returned to Washington go by way of llew York, it looks as though
they were siming Girectlyat The banks of this eity. Mot having
seen the evening paper, I do not know whether they have concoct- .
ed eny new scheme azainst Hew York fo-day or not. A1l of this
will re-act egainst the authors, but at the moment they are of
course in & position of power. '

Anderson just stopped in on his way to Washinzgton, hav-
ing errived on the Aquitenia this morming. He is eoming back to
Iew York Tharsday, and is to tske luancheon with me Frida
I will go into the acceptance metter with hime. The comm
authorized acceptances up to 5,000,000, affer which the na
is to be referred to them agein. Will $2lk over the detail wi
you when I sce Yol h
L

Have arr
0f the Iiew York Stat
plain the whole agee
and he is to sound bank
cee how they feel sbout

L'

r Frank Clese b
(__’ a1

~  A@aeds ATy 7
ra nexht Thursda;

o g0 to the Convention
) nd Fridesw. Am to ex~
+
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atitend the convention, as he has never been to one before. MNr.
Hurlbut will also be there, and can introduce him to those whom
I particularly want him %o see.

We have about $400 OOO running in Swift bills, which
camc in from Argentina, n,O OOO on & 4% “basis and the balance at
5%, - In gddition we receive a commission of 1/8 of one per ecnt.,

which in effect adds 1 1/2% %o the interest.

Forwsrded our Southern Pacific notes, which mature June
15, to the Credit Lyonnsis, London, for redempticn end deposit
of proeceeds with the London City and ifidland Benk. Exchange is
$0 high that it will enable us to make & nice profit on the deal.
Do not mention this ia the London City, &s we found it difficult
to deal with them, for reasoans which I can explain when I see you.
We may handle the Baltimore & Ohio notes, maturing July 1, in the .
Same mennere -

Am cabling you to-nizht, but after realding Dan's let-
ter, which was mailed on the "CﬂIﬁ“ﬂl’", and talkla* it over with
him, csn think of nothinz that could be sz2id in & able that would
really be of value to you. If anything develops, however, will
cable you fuwlly, so that if you receive no wire, you will know
that nothing of importance has occurred.

Increased the revolving credit of the I. A. C. from

Marks 150,000 to larka 200,000 a month to-day. Yesterday we re-

Digitized for FRASER
http://fraser.stlouisfed

ceived a letter from the Chase Watiohal Bank, guaranteeing the
0ld credit of lMarks 2,100,000, which places this matter entirely
in order.

Was sorry to hear that you were working hard, but was
efrsid that it would be unavoidable. Hoping that this will find
you well, and with sincere regaxrds, 1 am,

Cordially yours,

.org/

Federal Reserve Bank of St. Louis
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London, June 27, 1914,

M Ben'- r0 9

Last evening Mrs. Kent, Warner and myself took dinner with Sir Edward
at his home, after which Sir Edward and I spent the evening together,talking over
the question of a branch office for the Bankers Trust Company in London. I asked
Sir Edward point blank for his opinion in the matter, which he gave ay great length
and in detail. He prefaced his remarks with the statement that Mr. Venderlip had
recently asked him the same question, and while he had replied that it was question-
able whether the National City Bank could actually make money through the estab-
lishment of an office in London, gf he himself were conmected with that bank he thought
that he would probably open such an office,, his reason being one of sentiment only,
that is, the National City Bank being the largest banking institution in the United
States, it would seem rather fitting that it should have a London office. Sir Edward
does not feel that other banks have any such reason for an office here, and that
the expense on that account would be a foolish one for them to incur.

Coming to the Bankers Trust Company, he.eaid that if we felt that, because

the Guaranty Trust Company had amn office here, in order to maintain our prestige
we should have one also, that it might be of value to us to opensuch an office; but
that whether we would care to undertake the expense involved for any 'such reason
was & question er;tirely up to us. He &lso said that from the point of view of
looking after the inte!estvs of tourists he thought we would find that\we rea.;ly
had nothing to gain., Such an office would require a large force at gertain $imes
of the year, the majority of whom would have nothing whatever to do during the
winter season, which means not alone an ummecessary and unusual expemnse, butb é.s

well inefficiency in office mana@ment, as months of doing nothing seem to have a

http://fraser.stlouisfed.org/
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bad influence upon clerks.

These two matters aside, he then took up in detail the kind of business

‘uhat a London office would undertake, and if he had seem my report to you he could

ljar FRASER

not have followed it very much more closely. He boiled it all down to the security
bus iness and seemed to think that if we could develop a satisfactory security
business we might make 2 London office pay. In order to do so, however, he stated
that it would be necessary for us to work with an English institution and that we

must have an English bbard of advisers, which would of course add to the expense

materially. Such a board he felt necessary, not alone in order to help oi)en the way

to English business, but to act as a check on the manager of the London office, who
might otherwise be hard to control. He felt that it would be quite impossible to
get a man who would be at all satisfactory for less than £2,000, a year, end stated
that only a man of unusual ability could f111 the p051tion at all. He recognized
the fact that,while & security business would be almost impossible in this mal_'ke‘c
at the moment, because of special conditions, times will unguestionably change and
that in a year or two this market may begin to again sbsorb Americen offerings.

He states that practically all the men who have called upon him from the States

for the purpose of investigating this market with the idea of doing business here,
have been bond men, and that while some of them have attempted to do a little
business, yet the large majority have found it impossible, ozl at least unwise, to
enter the market. English banks having branches throughout Englend.are in better

position to distribute securities than anyone e}se. a
After he had given me his views in detail, I asked him if he ;iid not.;chink

it would be possible for him to do a much more active business with t};a Bankers

Trust Company in the future, even if we did not open a branch. He replied thaf he.

felt that, without the branch, the opportunity to work together would be much

http://fraser.stlouisfed.org/ .
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greater than with it, for we would not be 1.n a competitive position. After re-
neating more or less oF b GouvarsEtion 1 ad nd with lir. Anderson and telling
him of the arrangement for increased business that I made with him, I asked him
whether he could not give us participations in syndicates, should we desire to
enter into any such arra.ngemeﬁt wifh him. He stated that he would be very pleased
indeed to do so, and I then asked for information as to just the kind of securities
that he was in the habitV of placing. Briefly, he stated that, first, there are no
offerings of rgil;vays .here, s0 that that line was not open to‘ them, Seco_nd, tha;
occasionally they had opportunity to take part in a foreign Govermmemt loan, such as
the one to Argentine that we were interested in but that the Barings succeeded in
obtaining. In this connection would say that the reason the Barings obtained this
loan was not due to any better rates made by them, but to the fact that they bound
themselves to take other securities in the future, ungg?igigﬁs Sir Edward did not
consider sound for him to undertske as & bank of deposit. One syndicate having %o
do with Scandinavian securities that they handled m only subscribed to the amount
of about 50%, but even so the securities, which they have held for some 11t‘tie time
;nd are now disposing of, are netting them a proﬁj: of about £18,000. of a total
issue of £400,000., only half of which had to be taken up. 4ll the other syndi-
cates that they have handled have been oversubscribed fro;n two to three tﬁea.-

Two issues of stock for Gordon Selfridge's store were placed by them and were
oversubscribed more than twice. The General Electric Company was ;ﬁother mgttér
handled by them, and in this country it is only securities of this kind that they
heve an opportunity to market. By using all of his branches for the placing o¥f such
securities he has a wonderful distributing ability; but as they are a bank of

deposit and as they use their branches for the purpose of distributing securities,

they do not dare run any risk of putting out anything which they do not feel

org/
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absolutely certain in their own minds will probe to be a satisfactory investment

for their clients. He said that if they should make an issue which resulted in a

loss to purchasers, it would react upon them so severely that they have to be most

particular. Bearing in mind the nature of the issues which they place, and the
care with which they are obliged to handle them, he is willing to offer us par-
ticipations in the future, provided we desire to have him do so. At present
the time is not ripe, of course, for matters of this kind, and even in good times
the London City does not handle many propositions of this sort becemse of being
obliged to pic.sk only the best and those which they feel assured will represent a
moper investment to the buyer.

This will give'you a general idea of the conversation, which I can
supplement when I return to New York. ‘

Read the Frisco papers this morning, and it seems to me thaf you have

succeeded in establishing the position of the Bankers Trust Company in the minds of

" those on this side of the water in a most effective-manner.ﬂ)l shall advise the

London City of the points at which they can reach the steamer, which, by the way,

" will not be until we have begun to come down the coast of Norway, and if necessary

for you to cable me, you canﬁlo 80, Will advise you by cable immediately upon
reaching Hamburg, where we a;re due July 30th. It was real fine to see you looking
so well, and I hope thaﬁ after your returm you may conti'nue. to improve until Iyou
are yourself aga:in. Hoping that you may have a most pleasant return trip, emd with

sincere regards, I am,
-

Cordially yours, .

J
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Memo, London Calls June 26, 1914.
(Mr. Kent)

Banca Commnerciale Italiama,

Mr. Bieber established an office in London for the Banca Commercial
Italiana two years ago and, as he has had the experience of organizing and
building up & business for such a branch recently, went into the question with
him in considerable detail of the advisability of the Bamkers Trust Company
establishing a branch. As we would not compete with them, because of the nature
of his business, his opinions were undoubtedly given without prejudice. He s%ated
that if he nad not had certain very large interests back of him which brought him
business immediztely, he felt that he could not have made his branch office in
London pay. His bank is closely connected with a large institution having many
branches in South America. These branches have large dealings mth London
and at once supplied him with a considerable amount of English business. His
bank is also closely associated with the Italian State Rallways. His London
office has developed very nicely and is nmow doing an excellent business, but it
is almost entircly based upon the foundation of business obtained from such
connections as those mentioned. He states that the arbitrage business has
deteriorated in London to almost mothing and that the competitiom: in the
foreign exchsnge business is so great as to make 1% most unsatisfactory.’ He
feels that, except through English connections, it would be almost, if not quite,
impossible to distribute securities in this market. The expenses of rumning the
office are rather large, because rents are high. The salaries of clgrks are
comparatively small. The present office of the bank is in the bankh:}g district,
and he has found it necessary, in order to look after the tourist business from
Italy, to open a branch in the West End. Arrangements have already been madé to
do so, although this is confidential and not kmown at the moment. Mr. Bieber

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




London (Kent) - 2
was very much opposed to opening the West end branch, as he felt that it would

not pay, but has been obliged to do so. It is his opinion that business in

: England is improving, and that conditions in France have passed the crisis. He

feels that the placing of the new Brazilian loan is certain to help French
interests very materially. Business in the States looks very bad to him, and
he fears that it will be much worse before it is better.

1t is his opinion that, while the British Bank for South America has &
most excellentfore'ign directorate, yet that the failure of Chaplin, Hilne, Gren-

fell & Co. has hurt the institution's credit, as lir. Grenfell was the English

manager. He does not feel, however, that the bank itself has been hurt financially,
in so far as it is kmown at the time.

Regarding the British Bank fér, Foreign Trade, he advisad us to go

slow. He states that it was organized to take over the shares of the Commercial

 Bank of Russia, and while the business of the British Bank may be all right at the

‘ moment, yet it is only as good as the Commercial Bank, and the standing of that
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institution is not high. I have made a note to look further into the Commercial

Bank upon arriving in Berlin.

lMr. Bieber states that before the Bance Comercial Italiana opened its
branch in London they were &ble to obtain from their Lando.n correspondeﬂta the
best rate of discount on portfolio bills not generally accepted in the market,
but that as soon as the branch was in operation such discount was refused, as
the branch was considered a competitor and consequently placed on the same ‘basis

as any other London bank. 3 3
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London (Kent) . 3

London Joint Stock Bank.

lr. Gow feels that conditions are improving rapidly in London and that

-~ the crisis in Paris has now passed.

Digitized for FRASER

Regarding the establishment of offices in London by American banks, he
stated with great positiveness that he felt they would represent an expense
that could not possibly be met by the business obtainable. He thought that
practically all business open to the branch would have to be created by the
Anerican office and that such business can now be handled far cheaper through
London banks' already established. He said that possibly one or two banks might,
because of some special business that might be within their control, be able to
u;ae a London office to advantage and that he thought possibly, because of the
travellers check system, the Bankers Trust Compeny might be one of such institu-

tionsg; but, even in this case, he could i‘rmt seé wherein any real benefit could

accrue unless we considered the ability to advertise that we had a London office
of some value. He stated that competitiomn here was such that there was absolute-
ly no money whatever in arbitration, although that business formerly carried with

it a fair profit. TFurther, that the foreign exchange business was now being done

on an unprofitable basis. He felt that, regardless of the number of bills that

might be purchased by an institution in America, if the business consisted largely

of such operations, a London branch would not only be ummetessary but would increase

the cost of handling the items very materially.
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London (Kent) 4
Guaranty Trust Company.

Went over the matter of a London office in detail with lir, Wyse. He stated !
that he did4 not feel that it would make any difference whatever to the Guaranty
Trust Company whether the Bankers Trust Company opened an office in London or not,
as he has worked up & business in short time notes, both American and Continental,
that he can hold with us in the market exactly as well as he can against all
London. (Other bankers tell me that Mr. Wyse has the cream of this business in
this city.) Hg alsf) states that his ability to arrange for the discomht of items
sent here by.the Guaranty Trust Company of New York would not be affected in the
slightest particular by the establishment of a London office by the Bankers Trust
Company. He mentioned these two matters, he said, as & proof of his disinterest-

¥ edness in making the statements to me, which he was pleased to do, concerning
his opinion of the value of a London offide to us. Then he stated emphatically
that he thought we could not make it pay expenses for at least five years, if
.then able to do so; that he felt it would be essential to have a Board of English
‘representatives, the same &s the Guaranty Trust Conipq;y, and that it would be
necessary to get a first-class man to handle the office., Such being the ;aaae, he
thought that the annual expense, including emplopees, would amount to fully
$50,000., if the office were opened in the only manner that the Bankers Trust
Company could afford. He then covered considerable of- the detail contained in
my report to Mr, Strong, without kmowing anything about such repgrt,! and in a
manner almost identieal with my conclusions. | .

He seemed quite anxious about the effect in the States of the Claflin

failure. Sir Bdward Holden is also much disturbed sbout it. & b
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. 3 ‘ London (Kent) 5
Benco Espenolde Mis de 1a Plata.

Talked over with Mr., Burns the question of American acceptances, par-
ticularly the value that such bills might have in South America. &b firs.t

ilr. Burns felt that London would always be preferable, but on calling his
attention to the Exkxkkiskwmwixwfx shipments of meatf&mBuetnos Ayres and
Montevideo, he admitted that should such shipments be maintained K American bills
might become useful. - Suggested to him that he give the matter some thought, as
it was a new facility that America had to offer, and asked that he take it up

by correspohdence with his Buenos Ayres office and advise them %0 bear the

matter in mind and take it up direct with the Bankers Trust Company in New York
if there seemed to be any opportunity to do any business in such paper. At |
present the National City Bank of New York has the whole of the American ‘busineas

of this bank, Mr. Burns said that the éovernﬁent of Argentine was in good
financial condition, as opposed to that of Bra.:il,.but that the industrial

situation in Argentine was very bad and that many firms were having difficulty.



 Bank of Athens.

London (Kent) 6

The manager stated that he felt certain that there would be another

", war between Turkey and Greece, and Be feared it might occur before Greece could

get the warships which she had just purchesed into Grecian territory. Zven so,

he felt that as a war was bound to ocecur, it was better fo have it started as soon
as possible., He considers the financial condition of Greece as so much better
than that of Turkey that they will be able to more than hold their own, and |
upon arrival of the, two battleships referred to should be sble to obtain a
satisfactory agreement with Turkey concerning the treatment of Grecian residents
on Turkish soil and also in regard to the islands under dispute. Until this

war is over he feels that there will be no business between Greece and the

United States to speak of, but it is quite certain that, immediately nporf its
settlement, if conditions of peace seem ‘éo be dssured for some time to come,

the new territory acquired by Greece during the Balkan war together with the old

kingdom will develop very rapidly and that bus iness with the United States will
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grow in leaps and bounds. On that account he advised me strongly to go %o
Athens and endeavor to meke tentative arrangements with his Athens office for
business, should things develop as he anticipates. He suggested tﬁat he give me
letters of introduction, which he is meiling today. }vhen in Vienna will take
up the matter, and if it then seems worth while and there is time willcall '

upon the Athens bank.
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WALDORF HOTEL ,

DWYCH,W.C.
Bdjr.

Telegrams :'r'\\’ALD(fRFIUS',' LONDON. 1lst J’uly' ’ 19 14
Telephone: - GERRARD 14.0. -0 \4
JUL-9 19

Benj. Strong, Junr., Esqg.,
c/o0 The Bankers Trust CoO.,.
New York City, U.S<.A.

Dear Benjamin":

Have been extremely busy since, I
saw you with the exception of Saturday &nd
sSunday. A

- We spent the whole of Sunday with
Sir Edward and his daughter. Motored to the
Private Galf Club of the Duke of Richmond
which 1s about 2% to 3 hdurs by motor fram
London. Had luncheon sthere, and played a
little golf and Wwas back in town at 8 o'clock,
The day was beautiful and we na.d a most
interesting time.

Expect to leave for Liverpool this
afternoon and to take dinner with Mr.Simpsaon
at his home tomorrow afternoon.. EXxpect to
be there all day Thursday and Friday, and lon-
ger, i1f necessary to get all the facts‘concern
ing the Cotton Buyers, wheTe-necessary.

Yesterday I met Mr. Crisp who nandled
the Chinese Loan in opposition to the various
Governments some little time since. Mr. Crisp
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(2)
feels that he can give us same most excellent
Russlan business, but I am not certain yet
whether hils operations are of a kind that
would interest us as there seems to be quite
a difference of opinion among London Bankers
as to his methods. Those who operate with
him seem to consider him wonderfully conser—
vative and efficient, but those whom he has
opposed say that he 1s not conservative, all
of which 1s quite natural. All opinions
expressed concerning an office in London
have been along the same lines as those
already outlined wiill not repeat.

: In order that you may see something
of wnat has been golng on in the last few
days, however, I have asked Mr. Schmid to
shew you a letter which I am mailing him to-

day.

Hoping that you may be having a most
pleasant trip, and with slncere regards to
yourselfl and the boys,

I am, cordlally yours,

1, €.l K, %M/J&W
Digitized for FRASER v U2 AL  oin Ay Nl -
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25tk Sept. 1914, ,; ‘

¥r. Benjamin Stromg Jumr,
Bankers' Trust Company,
16, Wall Street, NEV YORK.

Bear Ben,

Regarding the 100 million geld pool formed by )ankers of imerica for
the purpose of making foreign excha.nge, would aay thae I mlly agree with the
eontents of your letter in which you stated that the exghange should net be used
for trading purposes. It is of course going to be impessible to sontrel Bankers
who buy exch:nge in the United States from exporters amd require them to use sush
exchange to meet eurrent obligatioms of the business interests of the United states
in England, Ms purchas ing exchange in the open market or from btheir customers
are therefore going to be in position to carry such exchange, whieh under present
:aendit;ion- would be equivalent to hoarding it, and then endeavemr to buy exchange
of the New York Committee that had been made by the gold fund in order to meet
their legitimate demands. With discounts am; deposit rates in Londen ruling as
they do today there is going to be a natural desire on the part of many buyers of
exchange to discount their purchases of 60 day bills, for instance, at 3§, and put
them into their aceeunt at 33{ where they have such arrangements with their Lomdon
correspondents, provided they ean feel that the rate of exchange, should it drop
sonsidgrably at the moment because of the gold pool, might recover later. Al tho
higher rates prevalling now there is of courss no tempkaum_:' to hoard exchange,
unless one has an acbtusl forward use for it. I question whether the NWew York
Commi t tee ean handle the gold fund without too mweh friction unless ;hasr. ignore
the question of exchange supplies that Banks may have when called upeﬁ for exechange
for certain specifie requirements that are legitimate. On the other hand the New

York Committee will undoubtedly be in position to demand that it know the actual'

foreign balances of banks asking for exchange against the gold, should they aee

fit to do so0. If the Banks did not chopse to show their balances it would
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merely mean they did not ecare for the exchenge with sufficient mrgenecy to give
up their position in order to obtain it., It would therefore be entirely possible
to contrel the hoarding of exchange that might be purchased if it is considered
wise to do so, taking into aceount the natural objeection of foreign exchange men
to show their position. The first thing that will have to be decided by the
Committee, therefore, ssems to me to be what poliey they will pursue in this partie~
ular matter; that is, whether they will sell exchange to Banks asking for it upen
satisfactory pfoof that it is te be used for purposes that are considered legitimate,
or whether in addition they will demand kmowledge of the amount of exchange that
the Bank has available as well as the amount that it requires.
After this question is settled, what constitutes legitimate requirements mmst
be dotirminod, In order to settle this matter, the objeet of the fund mmst be
borne in mind. It has been created for two purposes; primarily to settle the obliga-
tions of the people of the United States in Grbat Britain, and secondly to help the
exchange market, The first is a matter of honour and integrity, dbut the seeond
merely one of profit. The second, therefore, should only be considered after the
first is satisfled. This belng true, will first 1ist our obligations. These comsist
at the mement of 7 items;~ ]
1. HMaturing short term notes or bonds,
2. Maburing ecommerecial paper,
3« Demand dollar deposits of foreign banks,
4. Amounts due for Securities sold in America, but net yet deliverasd,
5. Maturing acceptances of American Banks for commercial Letters of .
Credit and finmanece paper.
6. Obligations of American Banks under Travellers®' letters of Credit
‘where their accounts have not been covered by the gold fund
or otherwise. !
7. Contracts already made by Ameriecan importers for goods in process
of mamfaeture or otherwise where the nature of the Contrachs
is such that it should be kept.
) : .
It would seem as thomgh you could obtain a fair idea of No. 1, after a little
careful enquiry in New York, and that No. 2 could be asecertained with cousiderabdble

ecertainty by getting flgures from Hathaway, Naumberg & Co., Goldman Sachs & 00., and
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such others as these firms may advise you to call upon for information.

\ Hos 3e~The total of such deposits can easily be obtaimed By asking for
information from Banks in Wew York and a few Banks outside of New York. No Bank
should objest to giving such information, as they would net have to give any
names of institutions, and 1t would be confidential informatien for the Committee
as wells

Hos 4.-comes to aboubt 10 million dollars amd is represented by sbocks
that have been sold in New York by London Brokers where delivery has been made by
borrowing stock in Ameriga. The actual stock at the moment is being earried for the
london Brokers by the London Banks. This stook when sent to Amerieca to replace
borrowed stoeky will have to be paild for by iAmerican Houses. Have good ressen bo
bcnov.e that the figﬁren mentioned are correct, as they were compiled by reaponsible
people in this market

Hos B+ The same Barkers who would futmish the figures for No., 3 and quite
a number of others, could furnish these figures if they wished to. Whether you
would care to ask that the commercial credite be separated from the finance bills
1s a further mstter for consideratiom. '

Hoe 6= As far as I can judge this amount is of negligible quantity. The
lax;ge majority of Americans have returhed to the United States and as very few are
coming to Europe at this time, no appreciasble amount of money is going to be needed
to cover this requirement unless all reports from Embassies and others as to the
number of Americans still in Burope are absolutely incorrect. |

No. 7.- This amount cammot be determined, but is undoui’cedly 80 small
that it can be left out of the caloulations, sltm_mgh it should be borne ih nine.

The reason this may be small is because in great numbers of cases the pai-uel on
5 *

this side are unable to make delivery, which will naturally cancel the comtracts.

All of these matters should represent obligations of the kind incurred

say before the date of the actual original deposit of gold, or October lst. or such
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other date as the Committee may think proper. All mew obligations should be
incurred at the risk of those undertaking the transactions and they should not
be allowed to call upon the gold fund for cover., llatters which have to do with
profits are only five in humber,=-

1, TNew Letters of Credit which might be issmed to importers.

2¢ New ILetters of Credit which might be issued to travellers.

3+ Ordinary foreign remittances from America.

4, The further purchase of securities from abroad.

5. The purchase of exchange for balances either for the purpose

of obtaining higher rates of interest or in anticipation
of exchange profits.

l.~ It might be valuable to the country to mnugo importing from
Burope where such trade is possible, for it would increase the power of the
countries to buy from us and would so help our exports. It need not be con-
sidered as an amount of importance, as the natural exports under present
conditions will probably exceed the imports.

2.~ Quite a number of business houdes are going to find in the present
condition an opportunity to increase their trade because of their specialties
being required, and they will be obliged to send travelling men to obtain the
business. It is of value to encourage such travelling, but the amount in
oredits issgued would seem %o be negligible.
! 3.~ It would seem as though such remittances would have to stend mpon
their own bottom and that the remittors ought to pay rates of exchange which
would cover the transactions without reference o the gold fund. In the case of
dmericans sbroad who are in the habit of receiving monthly remittances. the demand
has probably loen‘reduod because such persons have returned to 4merica, %o a
point where 1t need not be considered. - p .

4.~ Thile we are under obligations to take up securities wh:lol_.n we havg
purchased, yet should means be found for the making of further sales %o Americam
from Europe it should be clearly understood that no payments can be made out cf

the gold fund and that ome of the risks of the sale lies in the question of

.



ability to obtain exchange for cover. The securities held here were purchased

for the profit of those making the purchases and not for any accomodation to .
fmerican interests. Ve are under no cbligation whatever to buy further of our
securities although we are under obligation to pay for those which we have
bought,

So= It would not be a legitimate use of the geld fund to allow
Banks or Bankers %o purchase exchange against it for either interest ox
exchange profit.

Have had no time to study the matter, having been obliged o sit
down and dictate without notesor retorcloea‘ of any kind, and it is poli.ih
that I may have overlooked some Sramsestions that should be somsidered, but if
80 they will undoubtedly sewnr you, and with this out}dne think you can see
about what idea I have in regard to the use of thev fund. '.Ehe question of what
is going to be necessary to satisfy the Committee of the legitimacy of each
demand for exchange as it is made, is one ihat seems to me rather simple %o
work out, for the rules camn be published if desired, or put in such form that
every Banker wishing to meke purspasnjrili understand exactly what is rnqund
of him and know that there is no diur.MM‘mu or deﬁiﬁ as to integrity. Such
being the case documents can be vequired or not as the Committee thinks best.
Personally I think that as the exchange buyer is not obliged to purchase of the
gold fund Committee unless he wants to, the Committee will be mnf_,m in making
as stringent rules as it wishes. Shoﬁld a buyer find it impossible to purchase
exchange from any other sourse than the Committee, it would be just u‘nluab,l?c
to him %o have rules that wouldrotect the exchange from misuse as to ‘;hyano oiu.

In order to have this catch the steamer must stop. Hoping that this

may give you some of the information which you desire, I am,

A
/" Sincerely yours,
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6th October, 1914.

Mr. Benjamin Strong dJunr,

Bankers' Trust Company,

16, Wall Street. NIEW YQORK.

Dear Ben,

Your letter of September 24th received and read with the

i

greatest care and interest. It really told me very little of
your thoughts whiech I had not fully anticipated, but it was never-
theless most valuable and pleasing to me.to receive, and I shall
read it agein with very great care. There wasg one thing in it,
however, that fully explains a matfer that puzzled me. I could
not understand why Mr.Vanderlip and yourself were thinking of com-
ing to London, as there wae nothing to do here ofther than arrange
with the.Bank of England for a rate and for the opening of the
agcounts. Your letter, however, shows clearly what you had in mind.
On the other hand, after having studied the situation for ﬁ@e past
two months, I am of the positive opinion that you woui& havéamade a
very great mistake had you attempted to work out any éuch proposition
as you had in mind. In the first place the fizures given by you

should be kept gecr four greatest i X
pt gecret. Your greatest protection lies in doing eo

Federal Reserve Bank of St. Louis
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for I am quite convinced that you could make absolutely no deal
with any Ba#kkeg institutions here which would allow you to stand

upon the first shipment under consideration. - There are a few

very broad Bankers here who would, I am sure, be glad to co-operate

in such a proposition, but it is too tremendous for them to handle

alone and I do not believe that a sufficient number could. be brougt

into harmony with the propogition to make it effective. ~ALLIthat
you wopld succeed in doing would be to bring 48 before the publie
not alone here, but in America as well, because such things will
get out, the full extent of the figureg, and as the public could
not see the sets-off represented by our exports, I believe it would
have a very disturbing influehqe in both countriés, Incthe firste |
place we must take such'aetion in:'lNew York City'as ﬁill absolutely
prevent the sale of further American Securities held in foreign ©
markets to American buyers until the foreign exchange situation is
settled. Qur oblization to pay for securities held 'abros&d does
not begin until we have-purchaced them. 'After the purchase is
made our obligation is one that should be lived up to. We' should
therefore be extremely careful not %o asgume any such obligation,
but should temporarily allow no machinery to be put in foree that
will enaﬁle transfers of securities. This is & fair and square
propogition, and one that is of just as much value to thoéq here
as to American interests. The next thing tordo is tg use such ex-
change as we can obtain to pay obligations already assumed, even

if we are obliged to cut down our imports from Gre&t Britainy 'If

is here that we have the whip hand and we shall have to make use of



this for the protection of all concerned.
It was only because of this feature of the propositiog that

we were able to hold the attention of the Governor of the Bank

of England to our proposition concerning rates for gold. In

rather a supercilious way he suggested that we were obliged to

ship this gold whether we wished to or not in order to pay our

debts, and asked how we would pay them otherwise. I answered by

saying that instead of using our exchange to pay for imports from

Great Britain, we wonld use it to pay our debts and that we Telt

\ - that if we should stop all importing from Great Britain, that the

whole proposition would work out,as time went on and maturities

arrived; in a manner favourablg to us. He did not apparently see

‘ how we could prevent large numbers éf our importers from dealing
with British Houses. I explained that to him by stating that the
importers could not pay for goods unless the Banks furnished them
with exchange, and if the Banks had no exchange to furnish becsause
they were obliged to use it to pay maturing obligations, that the
importers could not buy whether they wished to or not, unless the
British exporters wanted to take the chance of being paild at some
future time. The Governor saw this proposition to a certain ex-
tent, and rather than turn us down flatly, he stated that the ex-
change matters were all handled by the Joint Stock Bgnks agd'suggea:
ed that we try te work out something with them, and gonfer with
him later. Of courcse he Imew &s well as I did that the Joinf Séock

Banks could not meke any use of gold devosited in Ottawa except as
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they sold it to the Bank of England, and he knew that the only

deal that would better our rate that we could possibly make with
them would be to huve‘them pay the gold to the Bank of Englénd

and give us more for it than they received, which: is preposterous.
Think he mentioned it, however, more to give him an opportunity to
talk the matter over with some of his board, and that he took that
way of putting us off instead of coming out in a manly way and tell
ing us that he wanted to congider it further,

Aé he had suggested that we try to find some other way out

I asked him if he thought it would be of walue to us to go to the
Chancellor of the Exchequer, and possibly make an arrangement with
the Britigh Government under W%ich gold could be deposited in
Ottawa that would act as. reserve fof their Treasury Notes which

are outstanding. The Britiesh Government has something like four
million pounds on deposit with the Bank of England as a reserve
against these notes. I told him that it seemed to me that the
British Govermment would be tremendously interested in the proposi-
tion because it is of value to the whole British Nation fo have
their exporte to,America go forward freely. This propogition
rather Jjarred the Governor, I think, and he tried to, turn iﬁ off by
saying, "well, if you go to the Chancellor, he will of course send
for me." I then said, "you would not oppose our propositiqn,would
you, when it is for fhe interest of the British peopie?* ﬁs said,
"Well, I could not recommend that the British Governmgnt pay more

for the gold than the Bank of England is paying."

of St. Louis




The Governor stated during the conversatidn in different
ways that the whole proposition with them is one of profit and
that they have no other vieﬁ point whatever.

_/’f1 In.order to carry out the request of the Governor we sbtarted }
out to call upon some of the Joint Stock Bankers, even though we . |
knew that it was absu®d. Sir Edward was not in. . We. did see Jir. ‘
Bell of Lloyds Bank, however, and put up the whole proposition 6o
him. He seemed to feel confidentially that we wﬁuld be warranted
in going fo the Chancellor of the Exchequer. We exnect %o see

Sir Edward Holden and Sir Felix Schuster today, and if they agree
with lir.Bell we shall undoubtedly go to the Chancellof. >u£ersonally
I am almost inclined to édvise fihe throwing over'bf’the whole pro-
position unlesg the Governor of the Bank of England will come to

terms, for Britain certainly needs the arrangement far more than

America, and if their represgentative bank will not play square,they

cannot expect us to do more than handle matters as rapidly as ex-
change is made.. The fact, as stated in your letter, that we need
the amount of exchange outlined, means that if we do not put up
any more of the 100 million pool, that it will only serve to- carry
forward maturities from a little earlier date than miight otherwise
he the cése. Under such eircumstances I can see no reason why we
ghould accept any old thing that they are willing to géve us in thé
line of rate. Of course on the other hand the percentage is not
really so very great. The gold in the sovereign is eguivalent /to

the gold in 4,.86656 American dollars. This expressed in shillings
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per ounce represents for the English sovereign 77/10%&. against
76/5%d. for American eaglesg, the difference being due to tho

fact that the sovereigng are 11/12the fine and the eagles 9/10ths
fine. Under the law the Bank of England ie obliged to pay ?7/9 .
for bar gold. As soon as the Bank saw that America would have to
ship gold, they dropped the rate that they were paying for American
eagles from 77/5%1. to 77/5 and then to 7$75%. This wag not be-
cause they did not need the gold, which is the ordinary reason

why the rate is reduced, but because they thought that America
would have to furnish it, and they might just as well reduce their
rate as low as the law would allow. The equivalent of 77/9 for
American eagies is 76/4135. The Bank took off the extra d.
making it 76/3% because they figure that it costs that amount. to
melt eagles down and re-coin them into sovereigns. When figuring
out the original transaction msde in Ottawa, I am certain that the
rate of 76/5 for American eagles could have been obtained if we

had negotiated for it and had refused to make the shipment on

any other basis, and if T had had any opportunity to teke part in

that negotiation T should have demanded it. A the Bank of Eng-
land at thag time wac about to undertake the discounting of pre-
moratoriﬁm bills which would reduce its proportion’ of reserve
tremendously, it needed the zold as much as ever in its life, and
it is only due to receiving the American gold that ifs reserwe has
been maintained at any.respeotable figure. Then, therefore, was

the time when we should have demanded & fair rate. The fact that




we did not do so when we had our opportunity, leads them to be-

lieve that our needs are such that we will take anyi old rabte they

choose to give us. The Governor stated that he could not have
"/T two rates running at one time, and we therefore suggested that he
5| arrange to release the gold to us at a rate that would give us

the benefit of the fact that it did not have to be shipped to
London, instead of changing the payment rate. We would then be
taking the risk of the gold coming back to us, and the Bank of
England would etill make the profit that was represented in the
rednced rate théey were allowing. This they would not consider.
The amount lost to uwse in 100 million dollars would be about
220,000 dollars in addition tosthe 3d. charged us for the possible
cost of shipping the gold from Ottawa to London, whieh is 330,000
dollars more. It is only fair of course that the Bank of England
be covered Tor the cost of shipment of gold from Ottawa %o London.
On the other hand they certainly should be willing to forego guch
cost in the cacse of all gold that is laﬁer released to ue, and that
they are not obliged to ship. If they shipped the gold they
would not make this profit but would still have the profit repre-
sented in the reduced rate that they are paying for the gold.
Consequently under the circumstances there is no reason in the
world why they should not allow the American Banks pyttingfup the

gold to save the cost of shipment if the market should turm that

way. We would be running all the rigk of having it so turn and

would in the meantime be covering the Bank for the cosgt. As I
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stated before, the percentage does not amount to so very much,
but the total on a transaction like 100 million dollars is large,

and where a principle is involved as well, it is certainly worth

while saving. Mey be able to tell you the outcome of this matter
before closing this letter as we hope to arrive at some gort of
proposition today. If necessary to.see the Chancellor of the
Exchequer, however, it will probably be impossible %o settle the
rate before tomorrow.

Am in receipt of your cablegram stating that you wish me to

remain here for the present, and I have therefore cancelled my
reservation. Aside from a personal desgire to get home, my only
reason for hurry was becaucse I‘felt that it might be to the inter-
egt of the Trust Company to have me return under the circumstances
covered in your message 45. Ag I am certain that you woudd not
suggest my remaining even under such circumstances unless you felt
it would be of value to the Trust Company, I have accepted your
judgment in the matter and arranged to stay. There is no doubt
but that this gold pool matter should be watched carefully. On
the other hand, not only a part but practically all of the work
must be done in America after a definite rate is established with
the Bank of England, that is until, such time as we seem to need
further exchange. As our exports to Great Britain will ﬂndoubted-
ly grow because of their requirements here, which ianany l@neé
are going to be rather large, I am very hopeful that‘enough ex-
change will be made in this mannér to take care of obligations.as

they mature. Again, the payment in this market of the amount of




money mentioned in your letter would make a plethora of money here

that would have to seek investment some place outside of this mar-
xet. Such being the case there is no doubt but that Americen In-

-~ vestments are still going to be in demand, particularly where

I\ N

A
sterling bills of good American Railroad Companies can be used.
There is less need, therefore, of worrying ahout this situation
except for the immediste present, than the amount involved might

seem to warrant.

6.30 p.m. We saw Sir Bdward this morning and he seemed to feel the same

as Mr. Bell, but that of course is confidential also. We then went
back to the Governor of the Bank of England to see if he had any-
thing to say to us. We saw Siy Gor@on Haire who suggested that we
put our suggestion in writing. As this meant further delay we
told Sir Gordon that before doing so we thousght we had better see
the Chancellor of the Exchequer along the lines suggested to the
.GOVernor-of the Bank the day before. TWe then went to Ambassador
Page and got a letter of introduction to Lloyd George and arranged
an appointment with him, which was for 5 o'clock. I had prepared
a little statement, which followg, in ordef that he might see our
point easily:-

"The actual grains of gold in an English sovereign equal
the actual grains of gold in $4.86656. i .

One ounce of American gold coin is worth $18.6046. ¢

#18.6046 at the rate of $4.86656 = T6s 5id.

.'. the actual gold grains in one ounce of American gold are

worth 76s. 5%&.
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" Allowing a charge of 3d as being a fair rate to cover the J
cost of shipment‘of gold from Ottawa to London and its coinage i
into sovereigns, American gold coin deposgited in Ottawa for accoun!
of the Bank of England should cancel indebtedness of America to
England at the rate of 76s 2%d.

On all gold which is later released by the Bank of England'
to America in Ottawa without shipment to London the Bank of Engl
will make a full profit of 34 per oz. or £67.187 if the whole
$100,000,000 were returned to America,"

As I was the spokesman I then made a statement to him about
ags follows. Due to the sudden stoppage of trade caused by the
war, American institutions have fcqnd it impossible to obtain
enouzh sterling exchange to enable them to both meet their obliga-i
tions and pay for further exports from Great Britain. Ag it is
only right that we pay our obligations before undértaking others,
such exchange as we can obtain must be used for that purpose un-

til our indebtedness is settled. LAg it is the desire of America |
to foster its trade with Great Britain and not curtail it, we have
been endeévouring to make more exchange through the formation of
& gold pool. Banks throughout the United States have been asked
to contribute to this pool. The majority of such ‘banks are not
financially interested in the matter but are putting\up their gold
for the general good and for the purpose of co-operating witth
England. Thie being true it is only right thaet America chould

receive full value for its gold; in fact if full value cannot be

o



]

obtained it is questionable whether the formation of the pool
will not be:stopped. America has been backing up England in the
. poeition which it has taken in this war, but if its efforts to
,},?jf meet the situation which has arisen due to no fault of its own
A but which are aimed to aid Great Britain ss much as if not more
than America, are defeated merely because we cannot obtain full

value for our gold, it is apt to have a very serious sentimental

effeet when it gets out in the American newspapers, as it cer-
tainly will. This being an emergency requires emergency treat-
ment, and as we can see that the disruption of the pool will cer-
tainly be detrimental to British interests both from a business

and a sentimental standpoint, we did not feel justified in cabling
to America that our request for an equivalent rate had been refused
by the Bank of England without first calling it to the attention of
the Chancellor. This is practically the substance of what I said
and in about the order. Lloyd George then said that this whole
matter was under consideration, and that reports were being made

to him which he expected to have inabout two weeks, when he could
give us an answer. I told him that two weeks was too long to wait;
that the American Banks were hot on this proposition now and it was
the time fo strike,and that if we allowed the mattéf to go over

it might make it much more difficult to accomplish anything' in the
future. He then said that he understood the proposition fully and
‘ that he would see the Governor of the Bank of England tomorrow and

call me up immediately after. Then he turned and said, "I am in-
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formed, however, that exchange is getting much better now and
that things are easing up." I immediately replied "Yes, that

wag true yesterday and the day before, and the reason it was

14/ true wag due to the fact that New York Bankers shipped 10 mil-
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lion Dollars of the gold pool of 100 millions to Ottawa in order
to help the situation even though the rate given them by the Bank
of England did not satisfj them, and it was because of exchange |
gold sgainst such shipment that the market had fallen off. Further
that the rate had gone up again today because there was no further
movement in connection with the gold pool, and just as soon as

% it came out that the balance of 90 million dollars of gold was not
coming forward because of disrtintion of the pool, exchange might
be worse than it ever had been." He then repeated that he would
gsee the Governor of the B.nk of England in the morning and let me
know the result. | |

Thought you might wish to have this matter in some détail, S0

am sendiing it forward on tomorrow's steamer even though there is
not time to go into it any further.

Sincerely yours,

r FRASER

serve Bank of St. Louis
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7th October, 1914.

Mr. Benjamin Strong Junr,
Barkers' Trust Company,
16, Wall Street. New York.
Dear Ben,

motor for Liver-
Presume you will see him about

North left this morning &t 9 o'clock in his
pool and will sail on the "Olympic"
the same time this letter reaches you. It ig certainly going to be
lonesome here without him .and Mrs Duane, as they have both been per-
fectly fine to me and have made everything as easy and as pleasant
as possible. It is quite unnecessary for me to.add anything to
what I have already written you about Ilorth as to his judgment and
ability, so will wait unfil I see you before saying more.

Received a letter today from lr.Alexander agking me to call

< . { upon the four Banks with whom we are dealing in the ?old pool, and
Ui, 1 see that they understood hig letter of September <«9th. Called upon

bR » them all and explained his letter carefully and received authority
from each one to cable lir.Alexander, which I am doing through you,
that they agreed to his proposition, or in other words that they

\\Would make cable payments against the cypher code arrangement out-

c——
i

lined.

Although the Chancellor was to notify me today after he saw
the Governor of the Bank of England on the gold matter, yet I have
not heard anything up to the present moment, which is 5 B0, Bx-
plained what had been done to Sir Edward Holden, lir.Bell and:NMr.
Whalley, and to put it mildly they were nearly Llc&led to death
which is of course more than confidential.

lloted in this morning's paper that your election as Governor
of the Federal Reserve Bank had been made publie. Can just imagine
the con sternation of those in the Bankers' Trust Company who were
n
not "in the know" when they read it. Wish you would let me know
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in your next cable after receiving this, when you expect to leave
the Trust Company, for unless it 18 to bthe interest of the Com-
pany for me to remain here, I should like very much to be in Iew
York while you are still our President, even if only for five
minutes. Am not reconciled to the idea a little bit and like it
less and less the more I think of it. However, as it cannot be
helped, suppose we will all have to make the best of it as with
everything elge that is ultra vires.

Today when talking with Mr. Bell of Lloyds Bank he asked me
to call your attention %o their institution in connection with
your work with the Federal Reserve Bank. He stated that he felf
hie institution was broad minded enough and of sufficient impor-
tance to be able to give a perfect service to the regional banks
and he wished to be in the running first. I told him that it
would give me great pleasure to write you as he requested. There
is no ‘doubt whatever but that Mr.Bell is a capablé and energefic
Banker andfvery broad man as well, and gince T have been thrown
with him as closely as has been necessary to work out some mat-
ters durine the last few weeks, I have much greater respect for
hie institution than I ever had before, as it was only its size
that impressed me until I knew lr.Bell. Have of courge always
known that it was a conservative, well managed institution, but
my dealings have been with the:s Manager of the American and Colonial
business, who while & very nice fellow, yet ig not as broad & man
as Mr.Bell by any manner of means. Of course if the Bankers' Trust
Company opens & Branch in London and it proves to be perfectly
legitimate and proper for the Pederal Reserve Bank in New York to
do its business through us, we are not going to boom anybody else,
which kindly note, but if it should so happen that you were obliged
to deal with an Bnglish Bank, I have no doubt but that Lloyds would
serve yvou well, Sir Edward has not yet spoken to me about the mat-
ter but I presume he will later, in which event I may have to write
you about him.also.

Was awfully sorry that the Bankers' Trust second account was
placed with Parr's Bank imstead of Lloyds, as I should have liked
an opportunity to take up the matter of an accoudt again with
Lloyds, and that would have given me & fair chance,

Have been over all the correspondence relating to pay ments in
switzerland and am thoroughly convinced that the Express Company
put one over on ue, =0 to speak. As you know, one of the members
of our Committee is the lanager of the Express Company in Tondon.
He acquiesed in and was familiar with the arrangement made with
the Swise Bankverein, and in fact when he obtained the righ% to
make the deposit in Italy he had a copy of the Swige Bankverein's
arrangement delivered to him, so that he could use it as a form
from which t& wire to Italy. Xnowing how other chequeg were coing
to be handled, and judging from some matters which were brought to
my attention direct from Switzerland, he arranged to have oe;tain




9th Oct.-~
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other Swiss Banks:send out a.circular that American Express
cheques would he cashed in full, OF course there ig no object in
saying anything about this, and I had rather you would not, as it
ig too late to correct the wrong in any particular. It hat cer-
tainly been an eye-opener for me, however, and if I am ever tangled
up again in any sueh proposition with preople of that sorf, you can
Just bet your last dollar I am going to have an agreement in
writing that they will play square, and I will not take it for
granted that when they have accepted s pogition on a Committee or
other body, that they have mentally taken theoath of office.
However, we have one piece of satisfaction in the whole deal and
that is that we have played absolutely sguare in every particular
and have never once taken advantage of our position in any way to
obtain favours. As you said in one of your letters, it is all
history, but'I can asgsure you that it is not only ancient history
but it, is going to have its effect on future history.

low about the gold pool negotiation. Wrote you by Wednes-
day's steamer of our meeting with the Chancellor. Yegterday morn
ing T received a letter of which the following is a copy:-

"Ireasury Chambers,
Whitehall, S.W.
! . 7th October, 1914,
"Dear Sir,

'The Chancellor of the Exchequer has discussed $ith the Gover
nor of the Bank of Bngland the question of the price paid for
gold deposited at Ottawa about which you spoke to him yesterday
and he suggests that you should gee the Governor on the matter,

The question is of course primarily one for the Bank of Eng-
land, who carry out the transaction. The Chancellor of the Ex-
chequer trusts that an arrangement will be arrived at which will
be satisfactory to all the parties concemned without the necessity
for his intervention.

Yours faithfully,
(Signed) H.P.HAMILTON.
Fred.I.Kent, Egq, ’
Vice President,
Bankerg' Trust Company, '
NEW YORK. "

Immediately called for lir.Jacobg and we went to the Bank,

Saw Sir Gordon Naire and he asked us to come back after a meeting

of the Board of Governors, which we did. He then informed wsg

that the Governor of the Bank abeolutely refused to raise the rate
but that he might, if he saw fit at the time, make some allowance
for gold that might later be released to the States without hav-
ing to come fo Englsnd. I egked Sir Gordon if the Governor wag
willing to make any such agreement. He said "no" that the Governor!
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would make no agreement of any kind, but that what he meant in
effect was, to put it in other language, that he might take it
into his head when the time came, to give up some of his profit
» if he had had a good breakfast and his mood was more than usually
pleasant, and if all the world looked bright and shining to him.
If you had met the Governor as we have, I am guite certain that
you would not pay any dividends on profit that might accerue from
any such statement, at least until you saw the money, and that
even then you would wish a doctor's certificate that you were in
your right mind and that your eyes were working properly, and
that the money before you was actually there. I am firmly con-
vinced, as I cabled you, that the Governor only put us off as
one more bluff to hold up his game, because he had a feeling theat
we would. not,return to the Chancellor; but that he knew from hisg
conversation with the Chancellor that he might be called upon to
change the rate if we ultimately went to him.

Our first negotiation was merely for an increase of 2d. in
the rate, which would leave the Bank the full profit on such
g0ld as might be released in Ottawa. The attitude of the Gover-
nor wsg e£o positive that it seemed as though it might be bhetter
to go to the Chancellor with only such a request, even though
we did endeavour to obtain from the Governor an agreement to de-
liver such gold back ae was not shipped at a better rate. Your
cablegram stating in effect that you should not only have a high-
- er rate for the gold now, but that it should be relessed for
full value also pleases me very much, and there is no doubt what-
ever but that it is an absolutely correct and proper position for
the Committee to take. I note that you wish us to hold back on
the negotiation for a while, which may also be of value, but I
am thoroughly convinced in my ‘own mind that if you will authorise
me to go to the Chancellor again and demand full value for our
gold and full value for such gold as is returned from Ottawa,
that he will intervene. He is wonderfully quick to see a point
and if he finde that America is being defeated in its attempts
to help out this situation, which is of Juet as much valne to -
Britain as to America, or more, because of the grasping nature
of the Governor of the Bank of England, he will put the screws
on. I am simply crazy to go on with this negotiation, and do not
feel beaten in any particular at the moment. In. fact, the way
it has developed would seem to me to lead to a bether opportunity
of obtaining more for the American Committee than if we had been
given a higher rate at the start.. It is nmy hope, hqwever, that
you will not take it up with the United States Govermment, at
+ least without giving me another crack at it, for I should dfs-
like very much to have them step in and obtain the concesgeion
that I am sure is about ready to be made, for our Bankers can do
things as well as the Government at times y 2

+91MW7M*&¢&MJ4M.
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Later.

Have juegt gone over this whole matter with Ambaseador Page
as suggested in your second from last letter received. He was
most pleased to get the information ag Rloyd George had asked

e - him for an interview this afternoon and he did not know whether
it was about this matter or not, and he now feels well enough
poeted on the proposition so that he can answer any questions
that Lloyd George may put to him. I told him that from your
cablegram of today I felt that the whole matter was off for the
present, and that I did not feel at liberty to approach Lloyd
George again without gpecial instructions from the Committee.

Did say to him, however, that if Lloyd George brought up the sub-
Ject and personally asked to see me, that I should of course hold
myself ready to meet him, but that I had no power to negotiate

at present., -

‘ Algo saw Robert Bacon and had a long talk with him. At
firet he seemed to feel that we were wrong in askiing a better
rate, but after I had explained the whole situation to him he
apparently agreed with me fully, He gaid, however, that the
Chancellor would not intervene with the Bank of England, which

% leads me to believe that he has talked the matter over with lr.
Grenfell, although of course he did not say so. Mr.Grenfell, as
you Inow, ig & Director of the!Bank. I am not so positive, how-
ever, that the Chancellor will not intervene, juiging from his
letter. Mr.Grenfell may not know what he would,or would not,do,
for his opinion of the invulnerability of the Bank is naturally
as great as that of others connected with it. Regardless of
what happens, however, I can say to you absolutely from the
shoulder that I have handled this matter fairly and squarely open
and above board, and without once giving or receding from the
position that we were only asking what was right and justifiable.

‘ Lagt night called up your brother Arch, and as he had an
engagement, arranged to meet him this morning. Took him up to
the Embassy and fixed it up so that he goes fto Paris as a special
envoy of Ambassador Page to Ambassador Herrick. Felt that this
would give him the best possible entre into France. He is to
leave with the other members of the party at 10 o'clpck tomorrow
morning and should be in Paris tomorrow night, The Embassy is
looking after all his baggage arrangements and everything else
exactly as they would in the case of any other personal messenger.
He is to carry a sealed pouch addressed to Ambassador Herrick.
Your brother is a fine young fellow, and I was very pleased indeed
to meet him, and would have been glad to have accommodated gim
for himself. It was & real pleasure, however, to feél that I
was at the same time doing a little something for you, as such
opportunities are always most welcome to me. An giving him
further letters of introduction also.

| ; N *&.; ff :/Dw% a—( Sincerely yours,
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New-Yor« LONDOI,
12th October, 1914.

Mr., BenjaminiStrong dJunr,

Bankers' Trust Company,
16, Wall Street. Hew York.
Dear Ben,
. Am very sorry indeed that my cablegram Ilo. 30 replying to

your No, 5& about lMirsg Strong, was not delivered. Cannot imagine
why it should have been held up mnless because I referred to
passports. I answered your cable immediately and wanted you to
understand that everything was in order., Can do everything
necesgsary through the Embassy and llare has been waiting for word
as to when lirs Strong would arrive ever since. Also cabled you
at Greenwich immediately upon receipt of your wire a week ago
Sunday morning. Do not know whether this cable reached you or
not but sincerely hope it may have done so, and that you may not
have been anxious about the matter.

October 13th.-

Have Jjust received your cablegram stating that Mrs Strong
is coming on the "Lusitania" and that you would cable particulars
later. Have notified Mare and he will go up to Liverpool with me
to meet lirs Strong. 7You need have no anxiety whatever about her
ingofar as everything is concerned that it is possible to control.
No-one can tell what a day will bring forth along the battle line
and I should have preferred to have gone to Switzerland for lirs
Strong's sister rather than to have had her come here. Neverthe-
less, there is no real need to feel anxious if things remain as
they are at present. Think I wrote you that llare had made a'trip
into France, Switzerland and Germany and brought out 25 trunks
for different people. You can see, therefore, that he-knows thow
to get about even under precent conditions., @f course he had
special letters which I obtained for him from the Embassy without
which he could hardly have made the journey. He still has those
letters and I shall also see that lirs Strong is properly provided.
As I telegraphed, I will gladly go to Switzerland with lirg Strong
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provided it seems necessary when she arrives, or anyway if I find
that you desire it or that she prefers to have me. Am therefore
whipping my work into shape as rapidly as possible to enable me

to leave for Switzerland with her should it prove to be the thing
to do for any reason whatsoever., Should I do so will come back
here immediately, but probably by way of lilan, Italy, and Ger-
many, as I wish to make certain that the lire deal with the

German Banksg is in order, for I cannot seem to get any satisfactory
word concerning it. Am also.anxious to see Hugo Schmidt of the
Deutsche Bank.

Will close, as I have an appointment with the British Foreign
Office at 4 o'clock, and have just time to make it.

With sincere regards, and hoping that you have not hesitated
in your full instructions which Mrg Strong is carrying, to ask
anything and everything of me that you really wish, I am,

Cordially yours,

ederal Reserve Bank of St. Louis
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London, 13th Qectober,l1914.

Mr. Benjamin Strong,
¢/o Bankers Trust Co.,

_New York.,

¥ Dear Ben,

Certain things are going on/in connection with the negotia-
tions between the United Stetes and Great Britain, which possibly
I am not supposed to know about but that I do, as a matter of

fact, and that which concern me.

hés to do with the Declaration of London.
document has never been accepted by Great Britain nor any other

country, I believe, except the United States.

What I refer to particularly
That interesting

Since the war

started, Germany, however, hag become very much interesgsted in it
and as it has to do partly with the regulation of shipping in
case of war, and as Germeny is thoroughly blockaded, you can
readily see that it is to her interest, and her interest only
among the belligerents, to wish to have the Declaration of

London accepted by all nations.

Until the war, Germany wasg never

_interested in the Declaration of London in any particular so
far as I can learn and apparently never gave it any real con-
glderation, MNow the United States Government is trying to
forece thé Declaratiion upon the British Government and it could
not do so with any success at all if Britain were not fighting

for her life,

This being true, it does not seem right for .the

United States to assume the position that it is doing, and

it seems to me that it is certain to react upon it in the fubure.
All we have to gain at the moment, if anything, is the opportu-
nity to land a few more goods in Holland and pogsibly & veryQ

few at that;

certainly the small number of shippers that will

be benefited will never pay the United States for having rather .

forced Britain's hand at this particular time;

and it seems

to me that every bit of pressure that can be brought to bear
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exerted. Of course one argument of the Unifted States is that
unless the Declaration of London is subseribed to they have no
means whatever of knowing what strict neutrality really means,
While this is true to a certain extent, yet as there is no
Court of Appeal from the Declaration of London in case it is not
lived up to the United States is just exactly as well off with-
out it as with it. International Law, as it has been developed
in various countries, unguestionably has many points of differ-
ence, for each country has accepted only such condiitions as
have geemed pf particular benefit to it, either because of ifs
geographical situation, trade and commerce, or armament; and
it seems quite absurd to expect Governments who are at war

to give up certain points that they have stood out for for many
years in order to meet the Declaration of London. Such being the
case it would seem absurd to believe it possible to obtain a
general agreement at this time and without such agreement fthe
whole matter would be valueless. I am firmly convinced,
therefore, that the United States has everything to lose and
nothing to gain through its present attitude and I certainly
hope that something can be done that will show our Admintétra-
tion, or those responsible for our presemt attitude, just how
things stand. Great Britain has arbitrated many subjects

with us and has made very few demands from which she hag not
receded when America has refused to congider them,

If she wins in this war, as she certainly will have to do
unless as a powerful nation she becomes extinet, she is going to
be more powerful than ever and if sb¢ we do not want to be in
the position of having her feel that we took unfair advantage
of her while she was in the midst of a devastating war, INof
of course that we have anything to fear, but that it would
make diplomacy much harder to carry out and might end in some-
thing serious; whereas by using good judgment now and not
assuming any false or unnecessary position we may draw closer
to Britain so that in future we could pull together more .
effectively for both nations, If Britain is defeated it will
not make any difference either way for she will ineviftably
lose her prominent position among the nations of the world to
such an extent that whether she: accepts or does not. accept

the Declaration of London it will not make the slightest differ-
ence,

-

I cannot imagine either Secretary Hay or secretary Root,
indulging in any sueh precarious negotiations and as an American
citizen I feel that it should be brought to our Government that
it is making a mistake and one from which we have nothing to
galn and everything to lose. I do not know of course whether
you have any means of properly bringing this to the attention of
thogse who should know about it, but as you have been so closely
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associated with many of those prominent in the present Admini-
stration I thought that I would bring it to your attention.

Of course I realise how diffieult it will be for you to appar-
ently know nothing about the proposition because they would
wonder how you found out and I certainly am not supposed to
know, but that is a matter I can leave to your judgment without
question and I am certain that it will be handled, if you judge
it wise to take it up &t all, in a way that will be entirely
proper and satisfactory to all eoncerned. It will, of course,
be a very delicate piece or businesgs but I am sure that you
are fitted to undertake it if anyone is.

With singere regards,

I am, Cordially yours,

e S

Federal Reserve Bank of St. Louis
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» Mr. Strong:-
. " The following is an extract from Mr. Kent's cablegram
received to-day:-

"Pell Strong fully agree opinions expressed his letter
tenth, pages nine and ten, but believe adjustment likely
soon and am coneidering farther (believe this should be
"further')".

JES.
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London, 28th October,1914,

Benjamin Strong, BEsq., (Jar,)

C/o Federal Reserve Bank of New York,
27, Pine Street,

New York, U.Se.A.

Dear Ben,

’

Cabled you from both Switzerland and Zurich on my way

with Nettie and wrote you all along the line as well,

Do not

know, however, whether the letters will reach you till after
the Pederal Reserve Bank is making & name for itself in the

world under its able management,

Did not cable you upon our

arrival in London as Mrs. Strong seemed to wish to do so and

I thought it hardly necessary to send two cablegrams.

To be

perfectly frank, it was a real relief to me to get the party
into London for while I had papers of all possible sorts and
kinds that might be of value yet the baby speaking only German
and the nurse not only speaking German but looking the part
most effectually, resulted in our being looked upon as
suspicious throughout.the whole trip.

This led to several
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very unpleasant experiences, only two of whiech, however, became
known to Nettie - one when some French soldiers fortced open the
door of our compartment in the middle of the night and began to
growl about "Allemands™ and the other when "Yours truly" was
arrested, The details of that pleasurable experience I do not
feel ineclined to put down in black and white but will tell you
about it some time. Before the incident was over I was mad
enough to eat tacks because they nearly made me miss the teain
and I was afraid that if I did Nettie might be made very
nervous and she was already rather unstrung. She and the baby
and the nurse were in a compartment, however, with Maré, which
I had had marked "for the American Embassy", so that they would
really have been all right even if I had missed the train. As
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it was, however, I just stepped into the door as the train
started forward, so that everything after all was all right,

At the station I had Maré tell Mrs. Strong, whom I felt -
certain must be in the crowd outside, that we had gone directly
to the hotel, Found a taxi where the train stopped and as

the baby was fast asleep and there was a chance that we might
get him right to the hotel without awskening him, it seemed to
me to be better to try and do so, Mrs. Strong reached the
hotel shortly after we did., The baby did not awaken once
during the trip and was upstairs and in his little bed without
knowing anything about the journey from the train to the hotel.

Last night the British Government notified the White Star

Line that it would have to take the "Celtic", consequently
the reservations were changed to the "Lapland". Am rather
inclined to believe, however, that they will be just as com-
fortably situated, if not more so, for they have the very
best rooms on the boat and it is a comparatively new ship,
being only five years o0ld and although smaller than the
"Celtic" is still an 18,000 ton boat, which a few years ago

\ would have been considered a giant.

As I have so much to do/, the success of which may depend
upon prompt cabling, I did not think it would be right for me
to go to Liverpool as long as it is not really necessary.
Mare is going, however, and will see that they get off all-
right. They have a compartment reserved for them upon the
boat train and their seats at table and positions for their
steamer chairs have alsoc been arranged by me, so that I am
certain everything will work out tec their satisfaction,.

Now regarding your letter of the 10th inst, I did not
cable you Sunday about it because I wished to see how the Foreign
Exchange market was acting undér the various operations that
seem to have been taking place and I could not, of course, find
out anything about that until Monday., Then the Bethlehem
Steel matter came up and that kept me on the jump all day long.
However, managed to find out enough about the markets to
confirm my opinion that the present strained condition is apt to
work itself out before very much longer. The only phase of it
that I do not like is the fact that exchange is being .
furnished for the New York City Warrants instead of gold,
because such exchange, even if not purchased directly from the
gold pool Committee, must of necessity work out exactly as
though it were so purchased because the exchange used for the
City Warrants would otherwise go towards meeting the sterling
liabilities for which the Gold Committee might actually be .
selling exchange, It seems to me, therefore, that it is guite
important not to countenance such exchange deliveries to the
City until the rate goes under the cost of delivering gold,
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provided there is any way to prevent it. If, therefore,

there is any way in which to zequire deposits of gold in payment
for the City Warrants, I believe it should be done, otherwise
from all market operations it would appear as though exchange
was working exactly as desired.

If the Bethlehem Steel operation goes through it will
mean £750,000 immediately available and further large amounts
rapidly as time goes on., Many other operations are working
the same way, To~-day therefore I cabled you as follows:

"Tell Strong fully agree opinions expressed his letter
tenth'pages nine and ten but believe adjustment likely
., soon and am considering further,"

While I can readily see that everything you outline in your
letter might easily and naturally occur, yet in the back of
my mind I sort of think that a way out can be found. Have not
had the opportunity, however, to sit down and go over it care-
fully because of this Bethlehem Steel matter. This proposition
is so huge and the British War Office is so crazy to have the
matter put through immediately, and the difficulties in doing
80 are so great because of not knowing exactly what negotiations
are being carried on in New York, that it is extremely difficult
to work out, and between conferenced at the War Office, with the
Bethlehem Steel representative, and with the Midland Bank and
cables in between, it seems to take up more hours than there
are in a day. However, I have it in mind and hope f$o be able
to give it careful and consecutive thought in a day or so and
if I have reason to change my opinion materially, I will
cable you.

Regarding the expenses connected with getting Nettie and
the baby have no doubt in my mind whatever but that Mr,
Converse wishes to take care of them and, in faect, that he
would naturally insist on doing so. Such being the case, I
did not let Nettie use any of the money which she had with
her to pay any of them, In order to save her loss'in
exchange I used all the franc bills which she took with her
from Germany but returned the amount in American money when
I reached London, otherwise she would have no money with her
for I made her dep031t all of her marks with the Societe~de
Crédit Suisse in Zurich for the credit of the Bankers' Trust
Co., for credit of her account with them. That seemed teo be
the only possible way to save her greater loss than she had
already incurred by carrying the bills in Switzerland; and
again it did not seem wise to carry around s0 much money undér
prevailing conditions. Have had Maré keep track of all of the
expenses, The amount up to dete is £116., 18, 4,
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and includes everything except Maré's expenses from London
to Liverpool and return and the money he is obliged to spend
for luggage and other matters during the trip. Will give
you that later., You can pay the amount to the Bankers'
Trust Co. and Mr, Schmid will give you the rate., These ex-
penses include the work Maré has done since the return to
England as well, Have had him go out with the nurse and
baby every day rather than taeke any chance of having trouble
ensue because both the baby and the nurse talk German, Will
advise Mr, Schmid how to credit the cheque which you give
him, i

Will not write more now as I wish to get this letter
into Mrs. Strong's hands this evening.

Sincerely yours,

-0
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New YoOrRK, November 23, 1914.

' FOREIGN EXCHANGE DEPARTMENT

Mr. Benjamin Strong, dTe,
62 Cedar Street,
New York City.

Dedar Ben:~

" Your letter of the 20th instant just received. Was
out of town Saturday watehing Harvard ahow Yale how to play the
time~honored game of football. :

It does not seem to me that there is any reason why
the Post-0ffice Department of the United States Government should
take over the Treasury Department's loss in exchange. If the
Post-0ffice Department is required to buy exchange to meet its
money orders, it goes into the market and obtains offers from
meny banks, and then accepts the best rate. The result is that
the Postmaster obtains exchange 'at practically the market rate.
-This being true, if the Postmaster General took over the Treasury
Department's exchange at the cost to the Treasury Department, it
would represent an actual losg in the Post O0ffice Department
that properly belongs in the Treasury Department.

1t seems to me the  best way for the Treasury Depariment
to handle the proposition is to telegraph to Ambassador Page and
to the Bank of England, requesting each to deposit the sums which
they hold with the London City and Midlamd Bank, Ltd. for credit
of the Bankers Trust Company, with instruetions to the London
City & Midland Bank, Ltd. to cable us advice of the deposit. We
will then refund the amount to the Treasury here at a proper rate.
This will be the most satisfactory and the cheapest way to handle
the proposition. Exchange is getting pretty strong, as you mvet
undoubtedly noticed.

Sincerely yours,

o
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December 21, 1914.

Your letter of the 18th instant received, and I en-

close herewith statemente which I fthink will answer your purpose.

Have made them as simple as possible.

Sineerely yours,

~ ‘

ole ae__ J .

M/LM%
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¥
Referring to your letter of December 21, would say

that the Bankers Trust Company is in position to handle the busi-

ness referred to, and we have to-day taken it up by mail with

the parties in New Orleans.

Thanking you for having given us an opportunity to ob-

tain this business, I am,
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Dear Ben:- s )
The Federal Reserve Board has sent out eirculars to
the National Bankse throughout the country which contain the
following clause:=-

"Remittance should be made by postal money order or
express order"™ .,

Many of the bankers are writing to me personally, objecting to
the position taken by the Federal Reserve Board in demanding -
payment in anything except bank drafts. Rather than call the
attention of anyone else to this matter thought it would be

OFFICERS
GUY RICHARDS, ASST. SECRETARY.
H.W.DONOVAN, ASST. TREASURER..
BETHUNE W.JONES, ASST. SECRETARY.
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HARRY N.DUNHAM, ASST. TREASURER .
LLMICHAELS, TRUST OFFICER.

proper to advige you for as
you could easily take it up

While I recognize
matter, yet as many bankers

Chairman of the Governors Committee
with those responsible.

the fact that it does not particularly
are pretty angry about it, it would

seem best for the good of all concerned to prevent a reeurrence

Digitized for FRASER

of any such action for it is certainly a pretty strong slap at-

~the banks.

Had a pleasant visit with Mr. Jay and Mr. Curtis yesterday
and was very glad to hear that you are away and are having a rest.

With sincere regards, I remain

Cordially yours,

A
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LMICHAELS, TRUST OFFICER,
YoOrTilag 16 WALL STREET
FOREIGN EXCHANGE DEPARTMENT

New YorRk, April 6, 1915.

Mr. Benjamin Strong, Jr.,
Governor, Federal Reserve Bank,
l 62 Cedar Street, N. Y.

Dear Ben:~

¥

Referring to my letter of recent date, about which jou
spoke to me yesterday, would say that fhe announcement in ques-
tion was concerning the new digest of the Federal Reserve Act and
amendmenta.

If I can obtain a copy of the ecireunlar, will forward to
you, but think the above information will serve to locate it.

Sincerely yours,

R
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67 WAEE STREET
FOREIGN EXCHANGE DEPARTMENT

NEw YORK o April 30, 1915.

Mr. Benjamin Strong, Jr.,
' Governor, Federal Reserve Bank
62 Cedar Street, N. Y.

My dear Ben:~-

Your letter of the 29th instent, with enclosure, re-
ceived and carefully noted.

There is no question but that it would be a2 real help in
Placing the dollar acceptance if firm forward rates could be made,
and I should very much like to see it done. On the other hamd, I
recognize certain difficulties that the officers of the Federal Re-
" serve Bank should have in mind when undertaking such propositions.
Suppose, for instance, the Federal Reserve makes the rate of
3% for delivery of $100,000 in 90 sight aceceptances, deliver-
able in 30 days, with each of 10 b - that suech banks wire
these offers to Buenos Aires - that the Buenos Aires banks cable
back acceptance, and the New York banks advise the Federsl Reserve
Bank that their rate has been sccepted. Contracts would then have
been entered into, under whieh the Federal Reserve Bank would have
agreed to discount at 3% $1,000,000 worth of bills arriving inside
of 30 days. While the reserves of the Federsl Banks are as great
as at present, a difference of 10 days or so in the arrival of the
bille might not be of moment. In times of great demand for money,
and after the business of the country has grown to a point where
it largely absorbs the surplus of the Federal Banks, the proposi-
tion might be & more difficult one. PFor instance, an examination
of receipt of letters from Buenos Aires shows that for a consider-
able period back the quickest delivery has been 22 days, and the
longest 39 days. While I believe that the Federal Reserve Bank
can successfully figure out how to meet such conditions, yet they
must bear in mind the faet that there might be 17 days difference,
for instance, between the time of delivery of bills purchased for
forward delivery from say Buenos Aires at different times. )

Again, if bankers in Buenos Aires found that they met
with a large tax in the form of higher rates of interest as pen-
alty, if the bills did not arrive until after 30 days had elapsed,
they might not care to take the chance, which would of course work
against the value of establishing forward rates.
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The Pederal Reserve Bank would, therefore, have to de-
termine what its action would be in case of delayed delivery, that
is whether they would apply the them prevailing rate without re-
gaerd to whether it was higher or lower than the rate agreed upon
for the 30 day delivery. 1f, for instance, the Federal Reserve
Bank figured upon receiving & million dollars at 3% interest, run-
ning 90 days, on 30 daya' delivery, would it be willing to reduce -
the rate to 2 1/2% on 35 days' delivery, provided the rate had gone
down, exactly as it might wish to raise the rate to 3 1/2% if the
rate had gone up? With a fairly regular steamship service, such -
conditions would not require the consideration that they do at the
moment, and while I believe that it would be of value to have for-
ward rates obtainable from the Federal Reserve Bank, yet I also
believe that they should, before making them, determine upon & well
understood policy that would eliminate poasible frietion. While
our dollar acceptance is being establis in foreign countries, we
should not move faster than can be done with certainty of giving
satisfaction, for if friction develops before the business becomes
customary and well established, it is certain to interfere with
such establishment. Elimination of the diffieulty to a eertain
extent eould be had where certain steamers are nominated as the
ones to carry the bills. Records of the sailing time of such steam-
ers could then be sccumulated by the FPederal Reserve Bank, so that
it would be in position to make a rate based upon their proper ar-
Yival. The same condition would hold true with many points in the
Far Bast, although the time of arrival from some of the Jumipal
ports might be more clearly eatablishefl, aceidents execluded.

Assuring you thet I shall be plessed to go over the mat-
ter further with you, should you desire te have me, I am,

Sincerely yours,

vaﬂ\H
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4pril 29,
12915 »

Iy dear Fred: A

‘ I egnioae copy of a letter just received from a
New York benking house, which I am sending you in confidence
because I would like your best opinion and advise on the sub-
Jject mentioneds ‘ I am not sure under present conditions
whether you are giving rates to your correspondents for dol-
lar drafts or not, but, of course, & ntmber of benks and bank-
ing houses are doing so and ths question of guotation of for-
ward rates for discount is a pretty important one just now,
when means of commnication are so slow and 1udﬁpqnato.

Very truly yours,

Pred I, Kent, Esqes
Vice Pi!l!!!i!? Bankers Trust Company,
16 Wall Street, New York Citye

BS Jr/VOM \\
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Mre Benjamin Strong, Jr.,
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Dear Ben:=- 4

as I wish to go into some detail, because I feel that you woul

0.
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25, 19150

Your letter of the 18th has come before me every day since its re-
ceipt, but much to my disgust, I have not had a moment in which to answer it,

It is after 6 o'clook, and I have other matter that must

d
go

wish me to do

out tonight,

80 will only send this forward to let you know that you will hear from me soon,
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With sincere regards, 1 am,

Cordially yours,

—

Federal Reserve Bank of St. Louis
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OFFICERS COMPANY
SEWARD PROSSER, PRESIDENT.
WILLIAM C.POILLON,VICE PRESIDENT, GUY RICHARDS, ASST. SECRETARY.
D.E.POMEROY,VICE PRESIDENT. CAPITAL $ 10,000,000 H.W.DONOVAN  ASST. TREASURER.
W.N.DUANE, VICE PRESIDENT. BETHUNE W.JONES, ASST. SECRETARY. -
F.LLKENT, v;c: PRESIDENT, s U RPI_U S FUN D IO, 000,000 H.F.WILSON,JR., ASST. SECRETARY.
HAROLD B.THORNE, VICE PRESIDENT. R.H,GILES, ASST. TREASURER.
F.N.B.CLOSE, VICE PRESIDENT: PERRY D.BOGUE, ASST. SECRETARY.
GEQ.G.THOMSON,SECRETARY. CABLE ADDRESS: BANKTRUST, NEW YORK. HARRY N.DUNHAM, ASST. TREASURER .

GEORGE W.BENTON, TREASURER. ILMICHAELS, TRUST OFFICER.

16 WALL STREET

FOREIGN EXCHANGE DEPARTMENT

NEw YORK, October 28, 1915.

Mr. Benjamin Strong, J=r.,
@Govermnor, Federal Reserve Bank, /
62 Cedar Street, N. Y. /
Dear Ben:- /,/
) Your letter of the 26th instant received and carefully
xtxoted. Am having the law looked up, and will /see you sbout it la-
exe ¢

It is guite beyond my comprehension why an officer of
the United States Navy, acting under the instructions of the Navy
Department, should have any hold whatevey upon any interests that
the United States Navy felt, for the gogd of the nation, required
government assistance. Again, as the individuals who were helped
by the whole situation came from all parts of the country, and
represent a very important part of oWr populetion in their own per-
sons and friends, because of their racter, it would seem as
though whatever compensstion might /be considered right under the
eircumstances should be paid by the government, as proportionate
collection was not made from each’' beneficiary of the action of the
govermment at the time it was

Si
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December 7, 1915.

Captain Benton C. Decker,
Commanding U. S.
- Navy Depgrtme

"TeNnlessee"™,
, Washington, D. C.

Sir:-

Your letter of Oe dressed to Benjamin Strong,
Jr., Esq., the former President of this institution, has been re-
ferred to me for answer.

Without prejudice A¢ your c\a\m for commission or to our
position in respect thereto| e must ahd do take the position that
we cennot entertain it withg¢ the sanpfjion and approval of the
Secretary of the Navy. If yoRk will byijg the matter before us
through that channel, we shall\& veged to give it our considera-
tion.

Truly yours,

FIK/MKS Vice-President.
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BANKERS TRUST

COMPANY

SEWARD PROSSER, PRESIDENT. - OFFICERS

WILLIAM C.POILLON, VICE PRESIDENT. GUY RICHARDS, ASST. SECRETARY.
D.E.POMEROY,VICE PRESIDENT. CAPITAL $|0’OOO'OOO H.W.DONOVAN, ASST. TREASURER.
W.N.DUANE, VICE PRESIDENT. BETHUNE W.JONES,ASST. SECRETARY.
F. LKENT, V:CE PRESIDENT. S U RPLU S FUN D |0, 000,000 H.F.WILSON,JR., ASST. SECRETARY.
HAROLD B.THORNE, VICE PRESIDENT. R.H.GILES, ASST. TREASURER.
F.N.B.CLOSE, VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.
GEO.G.THOMSON SECRETARY. CABLE ADDRESS: BANKTRUST, NEW YORK. HARRY N.DUNHAM, ASST. TREASURER.
GEORGE W.BENTON, TREASURER. I.LMICHAELS, TRUST OFFICER.

16 WALL STREET

FOREIGN EXCHANGE DEPARTMENT

NeEw YORK , December 13, 1915.

Mr. Benjamin Strong, Jr., /
Governor, Federsl Reserve Bank, /
62 Cedar Street, N. va
/
Dear Ben:i=- /

'

%

Referring to your letter of Dﬁcember 9, addressed to Mr.
Walker, would say that he forwarded to /me forms for two letters,
copies of which I enclose herewith, that I understood were in ac-
cordance with his conversation with ybu. I therefore signed the
letters and mailed them. ' Have heard, nothing from either letter,
and hope that the whole matter may be in oxder.

Assuring you of my appreciation of the trouble you took
in the matter, I am,

Sincerely yours,

o
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BANKERS TRUST

L COMPANY

SEWARD PROSSER, PRESIDENT. OFFICERS

NILLIAM C.POILLON, VICE PRESIDENT. GUY RICHARDS, ASST. SECRETARY.
D.E.POMEROY,VICE PRESIDENT, CAPITAL $|0,000'000 H.W.DONOVAN , ASST, TREASURER.
W.N.DUANE, VICE PRESIDENT. BETHUNE W.JONES,ASST. SECRETARY.
F. IKENT, ViCE PRESIDENT. SURPLUS FUND 10,000,000 H.F.WILSON,JR., ASST. SECRETARY.

HAROLD B.THORNE, VICE PRESIDENT. R.H.GILES, ASST. TREASURER.

F.N.B.CLOSE, VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.

GEO.G.THOMSON, SECRETARY. CABLE ADDRESS: BANKTRUST, NEW YORK. HARRY N.DUNHAM, ASST. TREASURER.
GEORGE W.BENTON, TREASURER . I.LMICHAELS, TRUST OFFICER,

16 WALL STREED
FOREIGN EXCHANGE DEPARTMENT

New YOrRK, January 17, 1916.

%f) //4—

b '
7
‘9/6'

Mr. Benjemin Strong,
Governor, Federal Reserve Bank,
; 62 Cedar Street, N. Y.

Dear Ben:- ’
Your letter of the 1l4th instant received. Have already

given instruetions to ceolleet £200 in bank notes and British and
French gold during the next few days, as we can piek it up.

Will also have a Letter of Credit and Travelers' Cheques
ready.

Sincerely yours,

<:jiig<_\
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BANKERS TRUST

COMPANY

SEWARD PROSSER, PRESIDENT. H.F.WILSON,JR., ASST. SECRETARY.

D.E.POMEROY,VICE PRESIDENT. R.H.GILES, ASST. TREASURER.
W.N.DUANE, VICE PRESIDENT. $ PERRY D.BOGUE, ASST. SECRETARY.
F.I.KENT, VICE PRESIDENT, CAPITAL '0’000'000 HARRY N.DUNHAM, ASST. TREASURER.
F.N.B.CLOSE, vice presioenT. SURPLUS FUND 10,000,000 LMICHAELS, TRUST OFFIGES.
HAROLD B.THORNE, VICE PRESIDENT BEACH POLK, ASST.TREASURER.
GEORGE W.BENTON, TREASURER. J.F.SCHMID, ASST. TREASURER.
BETHUNE W.JONES,SECRETARY . CABLE ADDRESS: BANKTRUST, NEW YORK. R.G.PAGE, ASST. TRUST OFFICER.
GUY RICHARDS, ASST. SECRETARY. W.A . HENDERSON,AUDITOR.

16 WALL STREET
FOREIGN EXCHANGE DEPARTMENT

New YORK , January 24, 1916.

%
U, '{4

Mr. Benjamin Strong,
Governor, Federal Reserve Bank,
62 Cedar Street, N. Y.

Dear Ben:-

Just received a letter from Deans, in which he states
that he has seen Mr. Hulbert, and has de?inﬂgﬁ”ﬂecided to remain

with the Merchants' Loan and Trust Company. Am sorry, because 1
really believe that he would have been an ideal man for the position.

Sinecerely yours,

el e

\<9

-
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January 26th, 1916,

Dear Fred:

Thank you for your note of the 24th containing
the information about Mr, Teans, >Alao, the letter of
introduction to lir, Bell which I greatly appreciate and

which I shall take much pleasure in presenting,

Sincerely yours,

Fred. le. LS BRI AE
The Bankers Trust C
New York City,

L
ARl

ompany ,

Ve
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BANKERS TRUST

COMPANY

S.. ARD PROSSER, PRESIDENT. H.F.WILSON,JR., ASST. SECRETARY.

D.E.PECMEROY,VICE PRESIDENT.

R.H.GILES, ASST. TREASURER.

.N.DUANE, VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.
‘:.I,KENT, v:cz PRESIDENT, CAPITAL $I0’000’000 HARRY N.DUNHAM ASST. TREASURER.
F.N.B.CLOSE, VICE PRESIDENT. S U R PI_U S FU N D IO‘ OOO’OOO LMICHAELS, TRUST OFFICER.
HAROLD B.THORNE, VICE PRESIDENT BEACH POLK, ASST. TREASURER,
GEORGE W.BENTON, TREASURER . J.F.SCHMID, ASST. TREASURER.
BETHUNE W.JONES,SECRETARY. CABLE ADDRESS: BANKTRUST, NEW YORK. R.G.PAGE, ASST. TRUST OFFICER.

GUY RICHARDS, ASST. SECRETARY. W.A.HENDERSON,AUDITOR.

16 WALL STREET

FOREIGN EXCHANGE DEPARTMENT

NEw YORK, May 24, 1916.

Mr. Benjamin Strong,
Governor, Federal Reserve Bank,
62 Cedar Street, N, Y.

Dear lir. Strong:-

Referring to our recent correspondence in regard to rates
for gold, would say that the development of any plan would require
consideration of the matter from two pointe of view - one, that of
the Sterling business of the New York bank; the other, that of the
dollar business of the English bank.

Considering the Sterling aeccount first, there are four
phases requiring definite agreement as to gold rate - first, the
price for earmarking American gold;  second, the price for ear-
marking gold bars; third, the price for earmarking sovereigns;
fourth, the price for earmarking miscellaneous foreign coins. We
will discuss them in oxrder.

' l. In the interests of economy of operation to both govern-
ments, it would seem natural that the English bank would earmark
eagles for the New York bank, whenever it was in position to do so.
The English bank would have received such gold based on the actual
weight of the pure gold which it contained (see dollar account), con-
gsequently when earmarking eagles based on actual gold values, the
English bank would be delivering the metal at exactly the price pasid
for it (transportation charges in the case of eagles, that might
have been received by the English bank through its dollar account
and imported, properly belong to the exchange account). Gold so ear-
marked for the New York bank would then become available either for
importation or resale to the English bank. If imported, the costs
to the New York bank would represent a proper exchange charge, and
the profit which .might acerue, because of the ability to use the
light weight eagles at face value, would properly belong to the N
York bank. :

In this connection, and also with the thought of the dol-
lar account in mind in its relation to shipments of sovereigmns, it ,
might be well to have an understanding that would prevent the impor-
tation by either bank of its own coins, in order to make what might
be called the seigniorage, but still leave entire freedom of such
importation whenever it was a natural exchange operation.

2. The price at which gold bars should be earmarked. There

Digitized for FRASER
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would seem to be no valid reason for earmerking gold bars upon any
other basis than that of the intrinsic value of the actual gold
which they contain, the same rate to apply when earmarked bars are
returned to the English bank for eredit. In fairmess to the English
bank, however, it should be understood that only gold which had been
earmarked from the Sterling account of the New York bank could be
returned to the English bank at such rate , for otherwise the New -
York bank might seriously interfere with operations of the English
bank, if it went into the market and purchased gold not intended for
immediate import.

3. The price for earmarking sovereigns could, in all fairness
to both the English bank and the New York bank, be based upon actual
g0ld value., With a Sterling and dollar account opened respectively
by the New York end English banks, it might be supposed that all
operations in sovereigns in New York would be for account of the
English bank, but it is also conceivable that the American bank
might purchase sovereigns from our mint at their gold valuwe, which
might be entirely agreeable to our government, as it would prevent
the necessity of minting sovereigns sold them. The New York bank
could then ship such sovereigns to London, and obtain credit forxr
their face value with some other banking institution than the bank
with which it has undertaken the joint arrangement in question.

This would not, of course, injure the English bank in any particu-
lar, except that it would introduce a competitor for sovereigns in
this market that would hold an advantageous position. It might be
advisable to have some understanding between the New York and the
English bank in respect to the purchase of sovereigns in this country
by the New York bank, more especially because of the charge made by
our government for gold bars, namely, five cents per hundired dollars.

It is to be presumed that the English bank would never ear-
mark any except full weight sovereigns, for if light weight coin
were set aside, it would represent an actual cost to the English bank,
except in the case of sovereigns, which it might have purchased of
other countries on an actual gold weight basis.,

4. The price for earmarking miscellaneous coins could also be
based upon actual gold value. The English bank in the natural course
of business would probably never earmark foreign gold, and if it 4id
8o, except upon request of the New York bamk, it should be under-
gtood that it would guarantee the gold ratios in the coin so, sar-
marked. At times it might be of value to the New York bank to re-
quest that certain specific coins of foreign gold be earmarked, pro-
vided the English bank had such coin and was willing to turn it over.
0f course the chances are that at the same time the New York bank _
might desire say French coin that it contemplated shipping to France
for eredit, the English bank might also desire the coin for the sameg

purpose.

In general it would seem as though it might be of value,
and entirely safe, to arrange for the earmarking of foreign gold,
even though actual operation in it might not take place except under
special conditions that would probably not develop once in seversal

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




B. S. 3.

years.,

We will consider the doller account in the same order as
the Sterling account.

1. In justice to the English bank, only full weight eagles
should be earmsrked for its account by the New York bank, unless gold
80 earmarked should be set aside according to the intrinsic value of
the actual gold in each coin. The New York bank could, of course,
pass such American gold coin in and out of the account of the English
bank without loss either way in the case of either full weight or
light weight coin, but if the English bank desired to import eagles,
it would have a right to expect to receive full weight coin, or have
light weight coin made up with additional gold. If this were dome,
it might represent an expense to the New York bank, as light weight
coin would cost exactly as much as full weight coin. Such being the
case, it would seem preferable to have the arrangement for the ear-
marking of eagles in the dollar account call for full weight coin.

2. Gold bars should be earmarked at the exact cost to the New
York bank, which, under present regulations of the United States
Treasury 5opartmant, would be five cents per one hundred dollars.
Should this be done, the English bank would have to stand the loss
so made, whether it had the gold returned to its dollar account or
Jdmported it, unless some arrangement could be made between the New
York bank, and the United States Government, under which gold bars
could be earmarked in the United States mint upon request of the New
York bank for account of the London bank, no charge to be made ex-
cept on delivery, or unless the government would agree to purchase
the bars at the same price it sold them when return was being made,
because of release of the gold for the dollar account of the English
bank., As the five cents per hundred dollar charge is claimed to be
the exact cost of manufacturing the bars, there would seem no rea-
son why the government should not co-operate in this manner, unless
their bookkeeping is such that they could not charge the cost proper-
ly when taking back bars, in which case earmarking in the Treasury
would seem to be the better way to handle the matter,

3. The price for earmarking sovereigns should be based upon
their actual gold value. This would be fair to both institutions,
for the New York bank when receiving such sovereigns would have paid
for them at their actual gold value (exchange excluded). While the
London bank might be able to use the sovereigns at their faee value,
and so make a profit, it would be legitimate, and would not injure
the New York bank, With such operations in force, it is very prob-
able that the New York bank would see fit to hold sovereigns that it
might have oceasion to import in its vaults as gold bullioan, rather
than to have them minted or melted into bars, : ‘

4. The price for earmarking miscellaneous coins should alsoQ
be based upon setual gold value. It would seem wise to have such an
arrangement included in the original agreement, for it is conceivaeble:
that the future development of trade might easily result in foreign
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coin coming to New York, even though it might not be common for some

-, years. In such event there is every possibility that the English
bank might, when importing, desire such coin. The New York bank
should, of course, guarantee gold ratios in the foreign coin that it
might earmark for the English bank.

In general it should be borne in mind that where exchange
conditions are the governing forces in the exportation and importa-
tion of gold that both the New York and English banks would be in-
clined to operate simultaneously, one exporting and the other import-
ing. Without proper understanding of the operation of the two ac~-
counts, it would be entirely possible that acting independently, a
large enough amount might be exported by one bank and imported by the
other to make necessary an immediate reversal of the operation.

This being true, and each bank having an opportunity to make an ex-
tra profit through the importing of the gold of its country, it would
seem well worth while to consider handling the whole matter on s
Joint account basis, when operations for exchange were the only ones
contemplated. - Each bank, however, should be free to import for its
own account, if conditions of poliecy required it, even though such
conditions would naturally be reflected in the exchange rate.

In this discussion only the prineipal points have been cov=-
ered, as the intention has been more to lay out the situation and
make possible & more complete and systematic study of the matter.’

Very truly jours,

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



e T

. RECEWED

",

wl |‘ ok, FHI‘I ' ‘ } |

A.z" :;!‘.‘ A ':"I“i*“-u' -2 i 3 {FEB‘EQAQ, RFQFR‘}EE‘AW
ot &L R QFNEMGEK

o ;-_; :I'i:'ﬁ- - Lk

o BT g, 1 T r'-v e T.‘_, e 4
e}l ; . = LA

oy gpﬁ. 4‘&-!{3& WM'I

' p mne sowbyeps’ Wﬂs aprgh oy pue m;;.cx' |
m- WY 0awE ) m g :;m T pa@ ] on m A
GRESTOT nn:r& m ﬂiuj 1{9Ew YErE posr mm N -

m«sr& xw ,.ﬁ: 5 SxOpEiEe. Wit | o e
mm a; miﬂ FE' Spwy ppanky | ST

' @ &a iEes fu-rwborne TN
il? mm P@W

% MEL3 rYs rm;m-
2 wpn]e WELPes om W ‘
A% Ten.- ooNDERi u I
m:ﬂ. L0 EEye S8 m- ke

ﬁﬂ.ﬂ#;%’& s
e im'x ‘){-ﬂw:- "ﬁ
I:m;;uﬂ g g ! w'ﬂﬁ‘m

SHOLFATOE 05, (N6 PO BOa |
NG PEG VLGS mb'a:-na
PEIRE BORTY 08 FEw ol e
perer avy Dok’ o
$9eq spsia CxopeRRe i




CONFIDENTIAL.

Guaranty Trust Company of New York
Bankers Trust Company
William P. Bonbright & Co., Inc.

Syndicate Managers

: October , 1916.
FRENCH INDUSTRIAL CREDIT

A Secured Commercial Export Credit to French Industrial Concerns

Not to exceed

$100,000,000

GENTLEMEN :

A group of important French industrial concerns, through the French Government as intermediary,
have asked the above named Syndicate Managers to arrange for them a commercial export credit in New
York of not exceeding $100,000,000. The Guaranty Trust Company of New York and the Bankers Trust
Company will participate in this Credit, the net proceeds of which are to be expended in the United States
for merchandise to be exported from this country.

While this Credit resembles other credits recently effected, it will have some particularly advantageous

features.

The terms of the Credit will be substantially the following:

1
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The Credit will be availed of by drafts in dollars drawn by each French industrial concern on every
participating American banking institution ratably to their respective participations in this Credit.

The drafts will be the direct and several but not joint obligations of the French concerns, payable”
at final maturity in United States gold dollars in New York.

The drafts will be drawn at three months sight, with five renewals of three months each, making
the life of the Credit, including renewals, eighteen months.

The drafts will be accepted by the participating American banking institutions in the amounts of
their several participations and purchased by them at par in New York funds, and they will be
compensated for each three months’ period at the rate of five and one-half per cent. (524%,) per
annum bank discount, payable upon the first acceptance and upon each renewal acceptance. The
American participants will also receive upon the first acceptance and upon each renewal accept-
ance, an acceptance fee of one-quarter of one per cent. (24%), making the investment return
including acceptance fees, at a rate in excess of six and one-half per cent. (624%,) per annum.

The net proceeds of the drafts will be expended only in the United States for merchandise to be
exported from this country.

In addition to their own responsibility for the liquidation of the Credit at its maturity, the French
concerns will pledge and deposit as further security:

(a) in New York with Guaranty Trust Company of New York and Bankers Trust Company,
French Government Notes to the full amount of the Credit, which Notes will be payable
in United States gold dollars in New York, and will mature about fifteen days after the final
maturity of the Credit.

(b) in Paris with the Bank of France, approved bonds issued by or in neutral countries. The
market value of these securities and approved substitutions, based on the then existing rate of
exchange, is always to be maintained at an amount equal in dollars to at least 209, of the
total amount of the Credit.

In lieu of payment in gold dollars in New York, the Managers may, at their option, require final
payment in whole or in part, in francs on the basis of 5.70 francs per dollar (5.181% being the par
of exchange). If at maturity exchange be at par, the payment in francs under this option would
provide a profit of approximately 109, on the amount paid in francs. If the Managers elect to
take payment in francs in whole or in part, they may charge a commission of 4 of 19 on the
amount so paid, to be deducted from the profits on exchange, for handling the exchange opera-
tion. The Managers will make no other charge to the American participants for their services,
as they will be compensated by the French concerns.

Federal Reserve Bank of St. Louis



Under the present regulations of the Federal Reserve Board, these drafts when accepted by participating

banking institutions which are members of the Federal Reserve system, or by other banks and trust com-

4 panies which have qualified under the rulings of the Federal Reserve Board, are eligible for purchase by the
Federal Reserve Banks.

! Banking institutions which have not heretofore qualified for the purpose of selling their acceptances
v, to Pederal Reserve Banks may do so by applying to their local Federal Reserve Bank and securing its
po approval.

Any American banking institution participating in the Credit may dispose of its acceptances in the
open discount market. At the present time a substantial profit could be obtained by this operation. The
Managers tender their services in placing any acceptances which the American participants may not desire
to hold.

As the drafts will be the several but not joint obligations of the French concerns, existing limitations,
as to the amount of drafts which may be accepted or purchased by an American banking institution, should
apply to the amount of its acceptances for each French concern, and not to its total participation in the
Credit.

The Managers reserve the right to reject applications in whole or in part, or to allot an amount less
than that applied for, and to determine the final form and substance of the contracts, drafts and other
documents effecting the Credit. No application for less than $50,000 participation will be accepted.

The Managers will be advised by cable when the drafts are to be mailed from Paris, and they will
promptly advise participants, thus giving participants about two weeks’ notice before presentation of the
drafts.

We recommend a participation in this Credit as an attractive investment or remunerative acceptance
operation for American banking institutions.

. We shall be pleased to have you telegraph us, at our expense, indicating what participation, if any, you
desire in the proposed Credit, confirming your request by filling in and signing the application on the enclosed
copy of this letter. This signed letter is to be retained for your‘ﬁles.

Very truly yours,

GuaraNTY TrUsT CoMPANY OF NEW YORK, BankErs TrusT COMPANY,
By By

Vice-President. Vice-President,
WiLLiam P. BonsricET & Co., INC,,
By
Vice-President.

SYNDICATE MANAGERS.

To THE ABOVE NAMED SYNDICATE MANAGERS:

We hereby make application forj$. . . :
participation in the Credit above descmbed at the rates a.nd on the terms and COl’ld.lthl’lb outhned a.bove.

(Signed)
By

Dated October , 1916 Address

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

COMPANY

SEWARD PROSSER, PRESIDENT. = GUY RICHARDS, ASST. SECRETARY.
D.E.POMEROY,VICE PRESIDENT, H.F.WILSON,JR., ASST. SECRETARY.

: R.H.GILES, ASST. TREASURER.
W CAP' TAL $ lo'ooo’ooo PERRY D.alc;\au:, ASST. SECRETARY.
VICE PRESIDENT. HARRY N.DUNHAM, ASST. TREASURER.
A.H.MARCKWALD, VICE PRESIDENT. S U R PLU s FU N D IO' 000'000 LMICHAELS, TRUE':’ OFFICER.
A.A.TILNEY, VICE PRESIDENT. BEACH POLK, ASST. TREASURER.
GEORGE W.BENTON, TREASURER . J.F.SCHMID, ASST. TREASURER.
BETHUNE w.JoN:s,s:cn:unv. CABLE ADDRESS: BANKTRUST, NEW YORK. Y

R.G.PAGE, ASST. TRUST OFFICER.
W.A.HENDERSON,AUDITOR.

16 WALL STREET

FOREIGN EXCHANGE DEPARTMENT \
NEw YORK, August 24, (1916.
\ ‘//

\\_,a/’

Mr. Benjamin Strong, Jr.,
Estes Park, Colo.

Dear Ben:-

Your letter received, and I am mighty sorry to know that
you feel it may be necessary for you to remain away for such an ex-
tended period. On the other hand there is no question but that it
will pass by before you know it, and will have been worth while af-
ter all. )

The big loans coming out now Iollow each other so rapdd-
ly that there is hardly time to breathg in between - first the
Russian, then the French and now the glish. The nsture of the se-
curity, however, is such that therelfs not the same difficulty in
placing them as was true in the eai} er loans.

To-day I received a let r from Charles A. King, Comptrol-
ler and Accountant Genersl of the General Post-Office, London, dated
August 9, enclosing a non-negotiﬁile War Savings certificato. pay-
able five yeers hence, for £500, purchase price £387-10-0, No.

D17260, made out in the name "Benjamin Strong, Care Bankers Trust Com=
pany, 16 Wall Street." 1 have /placed the certificate in our vault
awaiting your further inatruoﬁ}ons.

Had a very interestﬁng chat with Mr. Tremean, but we did
not discuss the question of ?ropoeals for arrangements abroad.

Hoping that this Qill find you better than you anticipat-
ed possible, and with sinoere regards, I am,

,Oordially yours,

- "

Digitized for FRASER
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OFFICERS OFFICERS
SEWARD PROSSER, PRESIDENT. R.H.GILES, ASST. TREASURER.
D.E.PO*ROY,VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.
W.N.DUANE, VICE PRESIDENT. CAP|TAL $|0 000 000 HARRY N.DUNHAM, K ASST. TREASURER.
F.I.KENT, VICE PRESIDENT. 2 ’ LMICHAELS, TRUST OFFICER.
F.N.B.CLOSE, VICE PRESIDBNT S U RP'_U S I’-UN D I0,000,000 BEACH POLK, ASST. TREASURER.

A.H.MARCKWALD, VICE PRESIDENT. J.F. SCHMID, ASST. TREASURER.
A.A.TILNEY, VICE PRESIDENT. R.G.PAGE, ASST. TRUST OFFICER.

GEORGE W,BENTON, TREASURER. CABLE ADDRESS: BANKTRUST, NEW YORK. W.A.HENDERSON,AUDITOR.
BETHUNE W.JONES, SECRETARY. H.H.MARTIN, ASST. SECRETARY.
GUY RICHARDS, ASST. SECRETARY. H.B.WATT, ASST. SECRETARY.

H.F.WILSON,JR., ASST. SECRETARY." 8 WALERL 'STREET

FOREIGN EXCHANGE DEPARTMENT

NEw YORK , November 22, 1916.

My. Benjamin St -
N 4100 mi;m Bouleverd,
Denwver, Colo.

-
. T
\::?’:/‘.‘ .

s

Dear Ben:~

Several weeks I wrote you at Estes Park, advising
that we were in receipt of the certificate from land, and ask-
ing for your instructions ss to ite disposition. Not having re-
ceived a reply, presume that my letter never reached you.

Have had some interesting meetings at the Federal Re-
serve Bank, and in Washington with the Federal Reserve Board, dur-
ing the last little while, and am looking forward to an oppertun-
1ty to chat the matter over with you some day. There are many
\Hul involved that I am certain never reached you in any reports
that wight have been made, that will iaterest you very much. They
uight make rather attractive read ing for {ou ‘on your extended hol-
iday, but I do not feel warranted in putting them in cold type,
even with the small chanoe that the letter might be lost in the

mails.

L]

Understand that you are getting al very aice end
hope that the truth may be far ahoﬁ of the :::or. we

With sincere regards, I am,
Cordially yours,

FRAS,

igitized for FRASER
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SEWARD PROSSER, PRESIDENT.
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BANKERS TRUST

COMPANY

R.H.GILES, ASST. TREASURER.

D.E.POMEROY,VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.

W.N.DUANE, VICE PRESIDENT. CAPITAL $ 10,000,000 HARRY N.DUNHAM, ASST. TREASURER .
F.LKENT, VICE PRESIDENT. L 2 I.LMICHAELS, TRUST OFFICER.
F.N.B.CLOSE, VICE PRESIDENT SURPLUS FUND 10O, 0,000 BEACH POLK, ASST. TREASURER.
A.-H.MARCKWALD, VICE PRESIDENT, V J.F.SCHMID, ASST. TREASURER.
A.A.TILNEY, VICE PRESIDENT, R.G.PAGE, ASST. TRUST OFFICER.
GEORGE W.BENTON, TREASURER . CABLE ADDR : BANKTR Y K. W.A.HENDERSON,AUDITOR.
BETHUNE W.JONES, SECRETARY, H.H.MARTIN, ASST. SECRETARY.

GUY RICHARDS, ASST. SECRETARY. H.B.WATT, ASST. SECRETARY.
H.F.WILSON,JR., ASST SECRETARY. 16 WALL ST-S»E E T

FOREIGN EXCHANGE DEPARTMENT

Pigitized for FRASER

NEw YORK, December 4, 1916.
Mr. Benjamin Strong, Jr.,
4100 lMontview Boulevard,
Denver, Colo.

Deaf Ben:=

Your letter of November 28 received, and it was quite
what I should o;ghct knowing that you are a long way from having
all the faets. is does net mean that I have any thought that
you may have been misinformed by those who have written you in
the matter, but because there are certain developments of which
they were not intimately aware, and certain others that were lkmown
to them that they might naturally omit in writing to you, as they
had more bearing upon the cause thanthe effeet, and the latter was
naturally the only thing to comnsider, as romoval of the cause
would not have recalled the unfortunate publicity which had taken
place much against my will.

Even though you were not here I thought it advisable to
familiarize the officials of the Federal Reserve Bank with the
matter, and had Mr. Jay and Mr. Curtiss take luncheon with me for
that purpose. Went over the whole matter in detail in conversation,
and expected later to do so0 in connection with all printed matter,
but a sneaking newspaper reporter got hold of a suf?ioiont amount

0f information to upset the whole plan. Whean I found out about

this, I made an agreement with him, under which he was not to pub-
lish the matter until 1 advised him that everything was in order.
Instead of keeping his agreement he wrote his story and put it out
the following morning. ghis was only one phase of the matter that
developed beyond my control, but it was sufficient in itself to
start the trouble going. :

However, enough of this for the moment, but when you are
in New York, which 1 hage may be soomn, we will have a luncheon to-
gether over it, an invitation for which you may consider in your
possession npon receipt of this letter.: " .

You overlooked advising me what disposition you wish msaide
of the War Savings Certificate which was received sometime since
that is at present being held by our Securities Department. There
is no need of your writing specially about it, unless you prefer.
When you have the time, will be glad to reoeive your instructions.

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



B. So, Jro 2.

We are now in our new house in Searsdale, and have been
most fortunate in having the music room turn out with most excel-
lent acoustice properties. In faet 1 cannot imagine a room being
better in thie particular. 1t has tempted us into making a regu-
lar Sunday night arrangement with a very fine pianist to play
trios, quartettes, ete. Warner graduated in June, and is living
at home now, and is taking up his violin again, and he certainly.
has the dash and musical understanding necessary to make him a
most interesting musician in our amateur way, Shall hope that you
may hear him some time. He is now in Bonbright's office, and is
getting a great deecl of valuable experience. He is also taking
two courses with the Wall Street Branch of the New York University,
one in Accounting and the other in Public Utilities.

Hoping you will keep up the good work, I am, with sin-
cere regards,

Cordially yours,

P

Digitized for FRASER
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SEWARD PROSSER, PRESIDENT. R.H.GILES, ASST. TREASURER.
D.E.POMEROY,VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.
W.N.DUANE, VICE PRESIDENT CAPITAL $|0 000,000 HARRY N.DUNHAM, ASST. TREASURER.
F.I.KENT, VICE PRESIDENT. i 4 L.LMICHAELS, TRUST OFFICER.
F.N.B.CLOSE, VICE PRESIDENT S U R PI_U S FU N D IO’OO0,000 BEACH POLK, ASST. TREASURER.
A.H.MARCKWALD, VICE PRESIDENT. J.F. SCHMID, ASST. TREASURER.
A.A.TILNEY, VICE PRESIDENT. R.G.PAGE, ASST. TRUST OFFICER.
GEORGEW:-BENTON, FREASURER.. CABLE ADDRESS: BANKTRUST, NEW YORK. WA R DR ALSEESs
BETHUNE W.JONES, SECRETARY. H.H.MARTIN  ASST. SECRETARY.
GUY RICHARDS, ASST. SECRETARY. H.B.WATT, ASST.SECRETARY.
H.F.WILSON,JR., ASST. SECRETARY. 16 W ALL ST EET

FOREIGN EXCHANGE DEPARTMENT 4 ;{
New YoRr K , December 21, 1916.
JAN 1917

Mr. Benjamin Strotz;
4100 lMontview Boulevard,
' ' D.m.r' 3010-

Dear Ben:~-

Your letter of the 12th was received while 1 was in
Chicago attending a meeting of the Committee of ?hc State Bankers
of the United States, which has in consideration the Federal Re-
serve System. The I“ato Banks are anxious, if possible, to work
out a series of recommendations as to amendments to the Federal
Reserve Act that would seem to make the system more attractive to
State Banks., This would not only cover special matters that night
apply specifically to State Banks, but to goural matters as we
that would seem to need attention.

The Committee decided to send a httor to all the State
Banks suggesting certain things and asking for opinions, and also
for individual recommendations that might not be ecovered in the
letter. By handling the matter in this way we hope that it will
be possible to educate the State Banks along a number of lines
that should be of value. lany State Bankers I am certain have
very wrong 1deas in comnection with the whole matter, and if we
can at the same time that we are cbtaiaing‘ he crittum of the
State Bankers teach them certain things that have apparently been
misunderstood by them, we may work out something of value.

Mr. Hulbert of the Merchants' Loan and Trust Company and
1 have been appointed a sub-committee to see the Federal Reserve
Board and obtain their approval of the questions that we send out,
as it is felt that co-operatiom will ‘lring better results than 1n-
dividual action.

-

The cable transfer requested by you was made promptly, &s
per advices which went forward from the department direct.

With sincere regards, I anm,

Cordially yours,
.g/,

igitized for FRASER
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COMPANY

SEWARD PROSSER, PRESIDENT. GUY RICHARDS, ASST. SECRETARY.
D.E.POMEROY,VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.

W.N.DUANE, VICE PRESIDENT, CAPITAL $|0 000 000 HARRY N.DUNHAM, ASST. TREASURER.
F.I.KENT, VICE PRESIDENT, L ? LMICHAELS, TRUST OFFICER.
F.N.B.CLOSE, VICE PRESIDENT, s U RPI_U S FUN D |O’OO0,000 BEACH POLK, ASST. TREASURER,
A.H.MARCKWALD, VICE PRESIDENT. J.F.SCHMID, ASST. TREASURER.
A.A.TILNEY, VICE PRESIDENT. R.G.PAGE, ASST. SECRETARY.
H.F.WILSON,JR., VICE PRESIDENT, CABLE ADDRESS: BANKTRUST, NEW YORK. W.A.HENDERSON,AUDITOR.

GEORGE W.BENTON, CASHIER. H.H.MARTIN,6 ASST. Szc’n:nuw.
BETHUNE W.JONES, SECRETARY. H.B.WATT, ASST.SECRETARY.
R.H.GILES, TREASURER. 16 WALL STREET A.C.LIVINGSTON, ASST. TRUST OFFICER.

FOREIGN EXCHANGE DEPARTMENT

NeEw YOrRK, Janmary 11, 1917.

iir. Benjamin Stroag,
4100 Momntview Boulevard,
Denver, Colo.

Dear Ben:=

Your letter of the 4th instant received, and I take
pleasure in enelosing herewith proof of matter thatis to be sub-
mitted for the purpose mentioned in my former letter.

In this connection would say that the preparation of
the matter was rather taken away from Mr. Hulbert and from me, as
the Executive Committee of the State Bankers Association Section
wished to have certain things considered that are possibly ir-
relevant, because the members of the Committee had the feeling
that State Bankers would be much more inelined to give consider-
ation to the proposition if it were developed somewhat.

The enclosed proofs have just come in to me, and I have
not had time to look them over, but expect to do so this evening.
Rather than delay until I can read them, thought I would let them
go forward to you, as 1 have extra copies.

If you have any suggestions, shall appreciate it if you
will return them to me quickly, as we are very anxious to get the
matter in order and get it before the Board at the first possible
moment. Of course you must realize that the matter covered is
only intended to go to bankers for the purpose of bringing out all
their thoughts on the subject. When it comes to the actual ques~
tion of presentation of amendments desired, our Committee will
have charge of it, although we will have to obtain the approval
of the Executive Committee before our finel report goes to the
Federal Reserve Board.

Sincerely yours,

(j;flwﬂx 5 ¢

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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QUESTION 4.—ARE THE RESERVE REQUIREMENTS OF THE FEDERAL RESERVE SYSTEM S fasLe FOR

b

COMMUNITY AND YOUR INSTITUTION? IF NOT, WHAT RESERVE REQUIREMENTS WOULD YOU SUGGEST Y

I'he Federal Reserve Act provides that banks in central reserve cities
shall mantain _a reserve of 18% on demand deposits. In reserve cities
the percentage is 15, and in cities and towns outside of reserve and
central reserve ecities the percentage is 12. Until November 16, 1917,
country banks may keep with approved reserve agents one-sixth of their

e-fifth of their reserve.. Banks that are members of the Federal Re-
cegerve, and reserve state banks may Kkeep with approved reserve agents
serve System are not mow required to keep any specified percentage of
their reserves in their own vaults, but may keep all or any part of
their reserve in the Federal Reserve Bank of their district.

In California, Georgia, Louisiana, Maine, Massachusetts, Michigan,
Minnesota, Misscuri, New MHampshire, New Jersey, New York, Ohio,
Oregon and "Texas, state banking laws provide that if a State Bank
becomes a stockholder in*a Federal Reserve Bank it shall be subject
to the provisions of the Federal Reserve Act, and any amendments
thereto relative to bank reserves shall be in substitutiom: for the re-
quirements of respective State statutes. California and New York have
amended their laws pertaining to reserves so as to make State require-
ments similar to requirements under the ¥Federal Reserve Act. In cities
of 100,000 population or over in Califorania, and cities or boroughs of
over 2,0040,000 population in New York, the reguired reserve for State
Banks is 18%, In cities of from 50,000 to 99,999 population in Cali-
fornia,  @nd l'rom,l,()l)(),()?)l) to 1,999,999 population in New York, the
seserve requirement is 15%. In cities elsewhere in New York and Cali-
fornia the reserve requiremat is 12%.

State iaws requiring State Banks to hold 10% of reserve on demand
deposits are in force in Delaware in cities of 50,000 population or less,
Towa in cities under 30,000 population, and in Tennessee. In Delaware
and Xowz a proportion of such reserves may he kept with approved
reserve agents, and in Tennessee reserves may censist of balances due

e S N I T

HERE ANSWER QUESTION NO. 4.

irom banks on demand, Reserves of 12% on demand deposits
are reguired in Conuecticus, Mansas in Oities and towns of less than
50,000 inhabitants, Kentucky, Minnesota im cities other than reserve
cities, New Mexico, Virginia and Wisconsin, Parts of such reserves
may be kept with approved reserve agents,

Thirty-two States require that their State Banks shall maintain ve-
serve of 15% on demand deposits; Huch States ave Arizona, Arkansas,
Idaho, Illinois, Indiana, fowa in cities of 3,000 populaiion or over,
Kansas in ecities of over 50,000 population, Kentueky in reserve cities
Maine, Massachusetts, Michigan in cities of 100,000 population or less,
Minnesota in reserve cities, Mississippi in cities of less than 50,000
Dopulation, Missouri providing that in cities of 200,000 inhabitants or
over banks may not count Federal Reserve notes as reseryves on hand,
Montana in all banks except reserve agents approved as such by the
superintendent of banks, Nebraska in cities of less than 25,000, Nevada,
New Hampshire, New Jersey, North Carolina, Ohio, Oklahoma in cities
of 25,000 er less, Oregon, Pennsylvania, Rhode Island, Texas for banks
with capital of $25,000 or more, Utah in cities of 50,000 or less, Wer-
mont, Washington and West Virginia. In such States various paxts
of required reserves may be kept with approved agents,

The laws of thirteen States provide for 20% reserves on demand de-
posits. Such States are Arkansas, Colorado, Delaware in cities of
50,000 or more, Florida, Michigan in cities of 100,000 or over, Nebraska
in cities of 25,000, North Dakota, Oklahoma, South Dakota, Texas in
banks with capital of $25,600 or less, Utah in cities of 50,000 or less,
Wisconsin and Wpyoming. Cities where State laws provide for 25%
reserves are Colotado for banks that are reserve agenis, Illinois for
banks in Chicago, Louisiana, Mississippi in cities of over- 50,000, Nevada
and South Dakota. Varying percentages of such resexwes, may be kept
with reserve agents,
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QUESTION 5.—ARE THE LOAN LIMITATIONS PRESCRIBED BY THE FEDERAL RESERYE ACT SUITABLE IR
A ] {ADLE FOF

YOUR COMMUNITY AND YOUR INSTITUTION? IF NOT, WHAT LOAN RESTRICTIONS WOULDAOU SucoL ot
7 v . LB N

Bection 5200 of the National Bank Act refers to limitations of Habili-

ties which may be incurred by any one person, company, corporation

or firm to a national bank, and provides that such liability shall not
exceed ten per cent of the bank’s capital stock and surplus unimpaired;
and-in no ecase shall it exceed 30 per cent of the capital steck, There
are few states that follow the National Bank Act respecting the limita-
¢ions on commercial loans. In Michigan State Banks may loan to any
one individual, firm or corporation 8 1/10 per cent of capital and per-
manent surplus. Eleven 'Esttates have a ten per cent loan limit. Such
_states are Alashama, which also includes undivided profits; California,
“Hnless capital and surplus are not over $25,0600, when it is 20%; Con-
necticut; Georgia; Maine, 2lso including undivided profits; New Hamp-
shire; New dJersey; New York, including acceptances, and except in
boroughs of over 2,000,630 population; North Carolina, if paid up capi-
tal is over $1€0,600; Rhode Island, exactly similar to provision in
National Bank Act; South Carolina, 10% of capital only, Six gtates
Lave 15% limitation, They are Illinois, with 30% of eapital as an extra

limitation; Kansas; Minnesota; North Dakota; Tennessee, including

undivided profits; Utahf Fourteen v[mu.h provide a limitation of 209%
capital and surplus. They are Idaho; Towa, on paid up dcupii‘il nx:l' /?
Kentucky ; Louislana, including undivided profits; ,\X:(rv!an(l’ \;(mt n‘(:
:‘jt‘braska; New Mexico; Ohio; Oklahoma; Oregon; .'iuul‘h DakoAh- ‘::."oa‘f’:'
Virginia, including undivided profits; Wyoming. Fiye rtates‘(;rov'f
for a limitation of 25% of capital and surplus. They are Crolora(‘lt)i"
Mississippi; Nevada; Texas; Virginia. Arkansas und.“'is"onsin ha":
o 80% of capital and surplus limitation, Vermont limi(s loan ;(
16,000 plus ome ped cent of deposits in excess of §1,000,090 ﬂ.ndsno(l’
ov«}' $50,000 except where capital and surplus ex(-c-ed'%l) (}:N) when th;
limit is 10% eof capital and surplus. Missouri provides 'a 1’5% Iimit'at—
tion when ecity population is over 100,080; 20% from 7,000 t;u 109,000
and 5% elsewhere. There are no specific loan limitution’s in the l::;nl"-’
ing laws of Arizona, Delaware, Florida, Indiana, Pennsylvania un\d
Washington, L‘!l‘_f"’me States larger lsans may be madc‘lw vote of
directors. ixceptions are also made . Bome States in ¢z . i ¥
secured by collateral, T

HERE ANSWER QUESTION NO. 5. 3




QUESTION 6.—SHOULD BANKS OF LESS THAN $25,000 CAPITAL BE ELIGIBLE FOR MEMBERSHIP IN THE FED-
ERAL RESERVE SYSTEM? 5 STl T sl

QUESTION 7.—WOULD IT BE RIGHT AND PROPER FOR I‘EDERAL RESERVE BANKS TO PAY INTEREST ON THE
BALANCES OF MEMBER BANKS?

QUESTION 8.—WHAT, IF ANYTHING, CAN BE DONE TO AVOID COMPETITION BETWEEN FEDERAL RES
BANKS AND OTHER BANKS? ERVE

Underneath write snswers to questions 5, 7, 8 and 9, numbering answers accordingly,

7
4
When you have answered the questions asked in this communication, fill out the following forgu
L RS R N RO R AR Y~ SN e RSP {2 ik
AR ORI, ..o or . i s s b v g s s o i s s b ond ma AT SRS e s B SERED. .. .5 Servinarensins e inas poRat b v s ses N
07 I R ol b SO Name of Officer SIgning.........cooeerreuiiiirminieiiieeiiirierenesineersrieranies Hinon ) s aRe R

Auad mail to Geo. E. Allen, Secretary, 5 Nassau Strast, New York City.
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QUESTION 3.—WHAT, IF ANY, CHANGES SHOULD BE MADE IN THE PROVISIONS GF THE FEDERAL RESERV L
SYSTEM IN REGARD TO LOANS BY STATE BANK MEMBERS ON REAL ESTATE SECURITY i ' et

in this comnection the provisions of the Yederal Reserve System
pertaining to leans on farm land and other real estate that may be
made by National banks are of interest. iSection 24 of the Federal
Reserve Act provides in part that—

Any national banking assoviation not situated in a ceniral reserve
city may make loans secured by improved and unencumbered farm
land situated within its Federal reserve distriet or within a radius of
one hundred miles of the piace in which suen bank is located, irre-
spective of district lines, and may also make loans secured by improved
and unencumbered real estate located within one hundred miles of the
place in which sueh bank is located, irrespeciive of district lines; but
no loun inade upon the security of such larm land shail be made for
a longer time than five years, and no loan made upon the security of
such real estate as distinguisbed from iarm land shall be made for u
longer tune than one year nor shall the amount of any such loan,
whether upon such farm land or upen such real estate, exceed_ fifty per
centum of the actual value of the property offered as security., Any
guch bank may make such loans, wneiner secured by such farm land
or such real estate, in an aggregate sum egqual to twenty-five per centum
oi its capital and surblus or to one-third of its time deposits and su.ch
banks may conuinue hereafter as heretofore to receive time deposits
aud to pay interest on thie same.

in Regulation G of the Series of 1916, the Federal Reserve Board
supplements the foregoing section of the Federal Reserve Act by
the statement that national banks not located in central reserve cities
may, theretore, legaliy malke loans secured by improved and unencum-
pered farm land. or other real estate as provided by this section,

Certain conditions and restrictions inusi, however, be observed—

(a) There must -be no prior lien on the land; that is, the lending

bank must hold an absolute first mortgage or deed of trust.

(b) Whe amount of the loan must not exceed 50 per cent of the actual
value of the land by which it is secured,

(¢) The maximum amount of loans which a national bank may make
on real estate, whether on farm land or oa other real estate as dis-
ginguished from farm land, is limited under the terms of the act to

B Gmount not la excess of one-third of its time deposits at the time
oi the muking of the loan, and not in excess of one-taird of its a\-m-[.
umul deposits during the preceding calendar year: Provided, uu\u:\:x
Whet i one-third of such time deposits as of the date of making mc,
loan or one-third of the average time deposits for the preceding calen-
dar year, s less than one-fourth of the capital and surpius ol the
bunlk as of the date of making the loan, the bank in sucn eventv snaii
have wuthority t¢ make loans upon real estate under the terms of the
Act to the extent of ono-fourth of the banik’s capital and suarplus as
of that date,

(d) Farm land to be eligible as security for a loan by a naticzai
bank must be sltumbed within the ¥ederal Reserve district in whici
such bank s located ox within a radius of 160 miles of such bank irce-
spective of distrlet lines,

(e) Real estate as distinguished from farm land to be eligible as
security for a loun by & national bank must be located within a radius
of 100 miles of such bank irrespective of district lines. ;

(f) The right o) w national bank to ‘‘make loans” under section 24
Includes the right to purchase or discount loans already made as well
us the right to make such loans in the first instance: Provided, how-
ever, That no loan secured by farm land shall have a maturity of more
than flve years from the date on which it was purchased or made by
the nationwl bank and that no loan secured by other real estate shall
have o maturity of more than one year from such date.

In order that real cstate loans heid by a bank may be readily classi-
fled, 5mtenrwnt signed by the officers making a loan and having
Knowledge of the fucts upon which it is based must be attached to
ench note secured by & flvst mortgage on the land by which the loan is
weeured, certitying in detail us of the date of the loan that all of the
reguirements of law have been duly observed. ‘ -

IN STATES WHERE BANK EXAMINATIONS BY STATE AUTHORITIES ARE ACCEPTED BY THE FEDERAL. RESERVE BOARD, TEE
SAID EOARD IS APPARENILY EMPCWERLD TO PERMIT STATE BANK MEMBERS OF THE EFEDERAL RESERVE SYSTEM 10 MAKE
LOANS ON REAL ESTATE IN ACCORDARCE WITH RESPECTIVE STATE LAWS AND REGULATIONS; ;BROVICED, HROWEVER, THAT 'NO
SUCH LOAN TO ANY ONE FERSCN, FiRM OR CORPORATION SHALL EXCEED TEN PER GENT QF (THE COMBINED CAPITAL AND

SURPLUS OR THIRTY PER CENI OF 1HE CAPITAL OF THE BANK MAKING THE LOAN. :
| ) HERE ANSWER QUESTION NO. 3 g%
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QUESTION 2—WHAT, if’ ANY, CHANGES SHOULD BE MADE IN THE PROVISIONS OF THE FEDERAL RESERVE
SYSTEM GOVESNING THE SUPERVISION AND EXAMINATION OF STATE BANK MEMBERS?

EXAMINATIONS O&F sTALTE BANK MEMBERS—Lhe Federal Re-
serve isoard, in Kegulation ¥ of the Series 01 Ayis, declares that every
State bank or trust company, while # member vi the Lederal IReserve
System, shall be subject to such examinalions as may be prescribed: by
the iederal Reserve bsoard in pursuance of the provisions of the Federal
Reserve Act., Ain order to avoid duplication the Board will exercise
the broad discretion vested in 1t by the act in accepting examina-
tions of State banks and (rust companies made by State authorities
wherever these are satistaciory to the Board and are found to be oi
the same standard of thoroughness aus national bank examinations and
where, in addilion, satisfactory arrangements for cooperation in the
matver of examination between the designated examiners of the Board
and those of the States already exist or can be effected with State
authorities., Examiners irom the stafl of the Board or of the Kederal
Keserve Baniks will, whenever desirable, be designated by the Board to
act with the examination staif of the Stalte in order that uniformity in
the standard of examination may be assured,

STATE BANKS AND THE COMPTROLLER OF THE CURBENCY—
In a joint letter signed by the Governor of the Federal Reserve Board
and the Comptroller of the Currency, announcement is made that the
Federal Reserve Board and the Compiroller of the Currency have agreed
upon and now promulgate the following rules in regard to the periodical
Feports of condition which the State member banks of the Federal
Ieserve System are required to render under the provisions of the
KFederal Reserve Act:

(1) When the reports of condition made to the state Banking Depart-

ments are rendered as of the same date as required by the Compirolle
of the Currency for national banks;

HERE ANSWER

D E,—————

\a) 1lfer‘;‘:n::r::::ra?:;Zu:uﬁ::w::y‘:hl accept the reports 50 ren-
jng 1o the State ssanic ; -u thw e e AN PeRbe
g Dbpwlhlul.ﬂib.

() L'ne publication of reports will be accepved by the Comptroller
o1 the Currency on the publicaiion form rendered to l3tate
Lanking Departments, brovided, the ottice of the Compiroiler
of the Currency is furnished with Proof of publication in the
mapnner required of National Banks,

(¢) State memier banks wul be furthermore required to furnish
the office of the Compiroller of the Currency, ior absiractiog
burposes only, a statement of resources and liabilities on
the rorm prescribed by the oitice of the Comptroiler of the
Currency for National panks, 'Lhis statement must be signedu
By the president or cashier of the reporting bank and
acknowledged before a notary public.

(%) When reports to State Banking Departments are not required to
be rendered on the same date as reports called for by the Comptrolier
of the Currency from Natlonal banks:

(a) Ntate member banks will be reguired to execute their reports
on the same form prescribed by the Comptroller of the Cur-
rency for Natlonal banks, but omitting from their report
blank, if they so desire, all schedules except that relating fo
coln and coln certificates,

(b) They will also be reguired to conform to the regulations gov-
erning Nutlonal banks in the matter of publication of reports
and the furnishing of proof of such publication.

These rules may be revised or revoked on 30 days’ notice from the
¥ederal Reserve Board or the Oomptiroller of the Currency,

QUESTION NO. 2
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J. M. PUELICHER, President E. D. HUKFORD, Vicr-Presid at C. B. HAZLEWOOD, Chairman Exeemive Commi:tee

GEO. E. ALLEN, Secretary

~ State Bank Section American Bankers Association
Five Nassau Street New York, January 1, 1917

STATE BANKS AND THE FEDERAL RESERVE SYSTEM

The Executive Committee of the State Bank Section of the American Bankers Association is desir-
ous of obtaining from the State bankers of the country an expression of their opinion in regard to the ad-
vantages and disadvantages of membership in the Federal Reserve System. Several questions have ac-
cordingly been prepared with due care that no question shall be so constructed as to suggest any particular
answer. Full and free discussion is desired and personal identities will not be disclosed. In view of the
fact that the matter of clearing and collecting checks is being considered by the Committee of Twenty-ﬁve
appointed for such purpose by the American Bankers Association at its Kansas City Convéntion, no ques-
tions in regard to that subject are submiited by the State Bank Section in this connection. The questions
to which answers are desired at the present time are embodied in this communication.

‘ QUESTION 1. (a) HOW WOULD FINANCIAL AND COMMERCIAL CONDITIONS IN THE UNITED STATES BE
AFFECTED BY INCREASED MEMBERSHIP OF STATE BANKS IN THE FEDERAL RESERVE SYSTEM? (b) HOW WOULD
MEMBERSHIP IN THE FEDERAL RESERVE SYSTEM AFFECT YOUR OWN INSTITUTION? (c) WHAT, IF ANY, CHANGES
IN THE FEDERAL RESERVE ACT, OR IN ITS ADMINISTRATION, ARE NEEDED TO INCLINE YOUR INSTITUTION TO
BECOME A MEMBER OF THE FEDERAL RESERVE SYSTEM?

Conditions governing the membership of State Banks and Trust
Companies in the Federal Reserve System are described by the Fed-
eral Reserve Board in Regulation H of the Series of 1916, as follows.,

BANKS ELIGIBLE FOR MEMBERSHIP.—A State bank or a trust
company to be eligible for membership in a Xederal Reserve Bank
must comply with the following conditions:

"(1) It must have been incorporated under a special or general
w of the State or district in which it is locateds

(2) It must have a minimum paid-up unimpaired capital stock as
follows:

in cities or towns not exceeding 3,000 inhabitants, $25,000;

In cities or towns exceeding 3,600 but not exceeding 6,000 in-
babitants, $50,000;

In cities or towns exceeding 6,000 but not exceeding 59,000 in-
habitants, $100,000;

In cities exceeding 50,000 inhabitants, $200,000.

APPLICATION ¥YOR MEMBERSHIP.—Any eligible '3tate bank or
trust company may make application on Form 83 :made a part of this
regulation, to the ¥ederal Reserve Agent of its district for an amount
of capital stock in the Federal Reserve Bank of such district equal
to 6 per cent. of the paid-up capital stock and surplus of such State
bank or trust company. .(Three per cent. has already been called from
national and other member banks, but the remainder of the subscrip-
tion or any part of it shall be subject to call if deemed necessary by
the Federal Reserve Board). Upon receipt of such application the
Federal Reserve Agent shall submit the same to a committee composed
of the Federal Reserve Agent, the Governor of the Federal Reserve
Bank, and at least one other member of the board of directors of such
bank, to be appointed by such board, but no Class A director whose
bank is in the same e¢ity or town as the applying bank or trust com-
pany shall be a member of such committee. This committee shall,
after receiving the report of such examination as may be required by
the Federal Reserve Banlk in pursuance of directions from the Federal
Reserve Board, consider the application and transmit it to the Fed-
eral Reserve Board with its report and recommendations.

APPROVAL OF APPLICATION.—In passing upon an application the
Federal Reserve Board will consider especially—

(1) The financial condition of the applying bank or trust company
and the general character of its management.

(2) Whether the nature of the powers exercised by the said bank or
trust company and its charter provisions are consistent with the proper
conduct of the business of banking and with membership in the Fed-
eral Reserve Banlk.

(3) Whether the laws of the State or district in which the applying
bank or trust company is located contain provisiens likely to prevent

proper compliance with the provisions of the Federal Rcserve Act ang
the regulations of the Federal Reserve Board in conformity therewith.

1f, in the judgment of the Federal Reserve Board, an applying bank
or trust company conforms to ali the requirements of the Iederal
Reserve Act and, these regulations, and is otherwise gualified for mem-
bership, the Beard will issue a certificate of approval. Whenever the
Board may deem it necessary, it will impose such conditions as will
insure compliance with the act and these regulations. When the
certificate of approval and any cenditions contained therein have Dbeen
accepted by the applying bank or trust company, stock in the Federal
Reserve Bank of the district in which the applying bank or trust com-
pany is located shall be issued and paid for under the regulations of
the Federal Reserve Act provided for national banks which become
stockholders in the Federal Reserve Banits.

POWERS AND RESTRICTIONS.—Every State bank or trust com-
pany while a member of the Federal Reserve System—

(1) Shall retain its full charter and statulory rights as a State bank
or trust company, and may continue to exercise the same functions
as before admission, except as provided in the Federal Reserve Act
and the Regulqtions of the Federal Reserve Board, including any con-
ditions embodied in the certificate of approval.

..(2) Shall invest only in loans on real estate or mortgages of a char-
acter and to an extent which, considering the nature of its liabilities,”
will not impair its ability to meet current or maturing obligations,

(3) Shall adjust, to conform with the reguirements of the Federal
Reserve Act and these regulations, within such reasonable time as may
be determined by the Board in each case, aany loans it may have at
the time of its admission to membership, which are secured by its
own stock, or any loans 1o one person, firm, or corporation aggregating
more than 10 per ecent. of its capital and surplus or more than 30
per cent. of its capital, or any real estate loans which, in the [judg-
ment of the Federal Reserve Board, impair its ability to meet current
or maturing obligations.

(4)” 13hall maintain such improvements and changes in its banking
practice ns may have been specifically required of it by 'the Federal
Reserve Board, as a condition of its admission and shall not lower the
standard of banking then required of it; and

(3) Shall enjoy all the privileges and observe all those requirements
of ‘the ¥ederal Reserve Act and of the regulations of the Federal
Reserve Board made in conformity therewith which are applicable
to State banks and trust companies which have become member banks.

WITHDRAWALS,—Any State bank or trust company desiring to
withdraw from membership in a Federal Reserve Bank may do so 12
months after written notice of its intention to withdraw shall have

peen filed with the Federal Reserve Board. - ) SIS

HERE ANSWER QUESTION NO.. 1 .
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BANKERS TRUST

COMPANY

SEWARD PROSSER, PRESIDENT.
D.E.POMEROY,VICE PRESIDENT.

GUY RICHARDS, ASST. SECRETARY.
PERRY D.BOGUE, ASST. SECRETARY.

W.N.DUANE, VICE PRESIDENT. CAPITA L $ 10 000,000 HARRY N.DUNHAM, ASST. TREASURER.
F.I.KENT, VICE PRESIDENT, Y ’ LMICHAELS, TRUST OFFICER.

gLl '
F.N.B.CLOSE, VICE PRESIDENT, S U RPLU S FU N D I0,000’OOO BEACH POLK, ASST. TREASURER.
A.H.MARCKWALD, VICE PRESIDENT. J.F.SCHMID, ASST. TREASURER.
A.A.TILNEY, VICE PRESIDENT. R.G.PAGE, ASST. SECRETARY.
HiF.WILSON;JR,, VIGE PRESIDENT. CABLE ADDRESS: BANKTRUST, NEW YORK. W.A.HENDERSON,AUDITOR.
GEORGE W.BENTON, CASHIER, H.H.MARTIN, ASST. SECRETARY.
BETHUNE W.JONES, SECRETARY. H.B.WATT, ASST.SECRETARY.
R.H.GILES, TREASURER. 16 WALL STREET A.C.LIVINGSTON, ASST. TRUST OFFICER.

FOREIGN EXCHANGE DEPARTMENT

@! lf New YORK , Janunary 23, 1917.
\d . ' 3

JAN2 71917

Mre Benjamln Strong,
4100 liontview Boulevard,
Denver, Colo.

Dear Ben:-

Your letter of the 16th in relation %o foreign corre-
spondent relations received. In general it seems to me that
after having made the arrangements agreed upon that it might be
better to consider their readjustment as business develops,
rather than to try to anticipate many of the unknown quantities.
1f read justment were not slways possible it might seem more ad-
visable to work out the development in considerable detail, for
the purpose of checking the arrangement, but as the proposition
is reeiprocal in its nature and can be cancelled at will by

~either party, 1 believe you are thoroughly protected.

Digitized for FRASER

1f after thinking the matter over further 1 change my
mind on this, will be pleased to carry out your suggestion.

Sinecerely yours,

e

.‘\ :

F1X/NKS
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BANKERS TRUST

COMPANY

SEWARD PROSSER, PRESIDENT. GUY RICHARDS, ASST. SECRETARY.
D.E.POMEROY,VICE PRESIDENT. PERRY D.BOGUE, ASST. SECRETARY.

W.N.DUANE, VICE PRESIDENT. CAPITAL $ IO’OOO OOO HARRY N.DUNHAM, ASST. TREASURER.
F.I.KENT, VICE PRESIDENT, 4 r ILMICHAELS, TRUST OFFICER.
F.N.B.CLOSE, VICE PRESIDENT, SWRPLUS FUND 10,000,000 BEACH POLK, ASST. TREASURER.
A.H.MARCKWALD, VICE PRESIDENT. . J.F. SCHMID, ASST. TREASURER,
A.A.TILNEY, VICE PRESIDENT. v R.G.PAGE, ASST. SECRETARY.
H.F.WILSON,JR., VICE PRESIDENT, t é ADDRESS: BAN KTRUST, NEW YORK. W.A.HENDERSON,AUDITOR.

GEORGE W.BENTON, CASHIER, H.H.MARTIN, ASST SECRETARY:
BETHUNE W, JONES, SECRETARY. H.BWATT, ASST. SECRETARY.
R.H.GILES, TREASURER. J A N 2 7 1 3 ' 76 W ALL S T R E E T A.C.LIVINGSTON, ASST. TRUST OFFICER.

FOREIGN EXCHANGE DEPARTEENT

New YORK , January 23, 19817.
lir. Benjamin Strong, _
4100 Montview Boulevard,
. Denver, Colo.

Dear Ben:-

Your letter of the 16th instant received, and I am
very much pleased to know that in general you agreed with the
form of questions.

‘Regarding the payment of interest, would say that
there is no doubt in my mind but that the Federal Reserve banks
should not pay interest on reserve balances. In telking with
country bankers, however, we have found that they are generslly
ignorant as to the reasons why the law 4id8 not authorize Feder-
al Reserve banks to pay interest. is being true, and as it
seems extremely important that the reasons be made clear to coun-
try bankers and that they be given to understand in some satis-
factory way that the question of interest is a closed one, I be-
lieve it will be of great value to let the gquestions bring out
what they will in this matter. When they realize once and for
all thet no agitation is going to change the interest question
they will naturally accept it, for humen nature is quite inclined
to accept whatever it considers inevitable, even though individ-
nals here and there will alwaye be found who will gzrumble more
or less about anything.

Bearing sll of this in mind it seemed wise fo take up
the question of peyment of interest with the idea of ultimately
downing it with good and sufficient reasoms. If this is not
done, now that we have the opportumity to reach thousands .of
country bankers, the question of interest is apt to econtinually
arise. In other words, as we know that this is & mueh talked of
point in connection with the Federal Reserve System, it seems -
best to bring it forward and settle it rather tham to let it ling-
er in the minds of bankers as something that may possibly be '
changed if they only hang out hard enough for it, , "

1t seemed as though we might make a very great error
if we attempted to 4o more than state faete in the first letter
to bankers, for meany of them might feel that if we gave arguments
of any sort we were not trsating their intelligence with the re-
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spect that they might feel is ite due. After receiving answers
to the first cireular, we ean without any chance of injuring
anyone's feelings send a second letter giving decisiongs as to
recommendations, together with reasons. Such reasons could then
be shown to represent final opinions based upon replies received
from the original letter, so that we would be in the position of
meking & report to bankers instead of apparently trying to tell
them something that we thought they d4id not know. In dealing
with eountry bankers for meny years I have some £trong opinions
in my mind as to the best method to approaeh them, and I feel very
positive that they will absorb reasons given them that apparent-
ly emanate from themselves with mueh better results than if they
think they have been compiled by metropolitan representatives,

Confidentially, and just between us, I have been hav-
ing some difficulty in preventing other members of the Committee
from having a system of questions prepared with arguments on
both sides as a preliminary presentation. This is the form in
use in the Chamber of Commerce, &s you well know, but the pre=-
sentation is mede in a manner similar to that which our second
letter would cover and not at all along the lines of our intro-
duection of the subject to the state bankers. Under the Chamber
of Commerce system the various arguments for and against that

« have heen received by the Chamber are passed along, but in the
case of the Federal Reserve System it seems to me that no origi-
nal arguments could be prepared that would not seemingly carry =
bias that might be ascribed by country bankers to the individual
views of members of the Committee.

Expect to leave Wednesday night for Pittsburgh for the
purpose of attending the Fourth Annual Convention of the Nation-
al Foreign Trade Council, of which I have just been appointed a
member, : :

' There is a possibility that liessrs. Schneider & Com-
peny may desire a new credit after the one maturing is paid, for
the purpose of shipping further goods from this country. Before
agreeing to teke up the matter I talked it over with iir. Tremene,
Mir. Jay and lixr. Curtiss, and will follow their suggestions in
handling the matter. Have not yet approached any of the New
York bankers who might be interested in teking part in & new -
credit, as I am not yet ready to do so. In some unaceountable way
not known to Iir. Bonbright, lr. Willeox nor myself some newspaper
reporter got an inkling of the faet that another credit might be
established, and instead of finding out he thought he could get .

& s8coop by taking a2 chance, and published a statement about the -
credit, writing the matter apparently frow the newspaper arti-
cles that hed been written in connection with the French Indus-

trial Credit. Of course the whole thing is most exasperating, as
bankers like to be spproached on business themselves before it
comes out in the newspapers, &nd consBequently it is going to be
much more difficult for me To form a Syndiocate, provided it devel-
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oﬁs that the eredit for the new shipments can be satisfactorily
arranged.

Again 1 realize that the Federal Reserve Board may be
more or less disturbed by the newspaper article, as they were in
the case of the French Industriasl Credit. Advised Mr. Jay immed-
iately after reading the article that neither Bonbright nor our-
selves had anything to d0 with its preparation, and knew nothing
whatever about it, but it seems a pity that it ie possible for
our newspapers to be run in such manner that reporters can sbuse
the rights of any they choose in order to make an extra dollar
through taking up space. In the first Schneider oredits I wae
fortunate enough to be able to keep everything of the kind out of
the pepers, as they had no story to go upon, but after the
Guaranty Trust Company gave out the story sbout the Freach In-
dugtrial Credit it was quite natural that reporters should taks
such matter ag e basis for writing articles in regard to any
other credit that seems to be similar in ite meke-up. The first
Schneiler credit matures February 1, and arrangements have &l-
ready been undertaken for its payment.

Realize that 1 have sort of rambled this letter off in
between telephones and personal calls, but will let it 2o in suy
event, a8 1 will not have time to look it over, and am sure yom
will understend.

Sincerely yours,

CS

FLK/ VES
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EW YORK, February 5, 1917.

Mr. Benjamin Strong,
4100 lMontview Boulevard,
Denver, Colo.

Dear Ben:~

Since forwarding to you the form of questions in con-
nection with the Federal Reserve System another meeting has been
held in Chicago, and it was found necessary to make a compro-
migse. Some of those on the Committee, as I wrote you, were very
anxious to argue every question from both sides in the first let-
ter rather than in the second letter, which is to be in the form

" of a report. They agreed after hearing the arguments opposed to
such a scheme that it was better not to handile the matter in that
menner., They insisted, however, thet the questions should be so
worded that a "yes"™ or "no"™ answer could be given by all who might
have an opinion but who felt ineapable of expressing it at any
length, and at the same time give an opportunity to others who
might wish to argue at length to do so. It seemed to me that this
plan might, as was hoped, bring out more opinions, and as the
original letter is only aimed to put the Committee in position
first to find out all it ean as to the real opinions of state bank-
ers, and second, to prepare recommendations for desirable changes
in the Federal Reserve System with proper arguments, it is more
important in the first letter to have something that will bring
forth answers and will get it thoroughly in the minds of bankers
that their Committee is anxious for their opinions for the purpose
of forming a base upon which to work.

If these forms meet with your approval, believe we are
in position to use them exactly as they are,

My own idea at the moment is that it is not really im-
portant to have state bankers in small towns, and with small cap-
ital, come into the System, if all such bankers in the important
centers of the country, including reserve and central reserve cif-
ies and possibly some others, should do so., The nature of the
business of meny of the small country state banks is such that it
would not harmonize well with the Federal Reserve System. Agein,
if all of the larger state banks join the System, it would give
sufficient financial power to enable it to proteet the country in

so far as such a system possibly can.
Digitized for FRASER Sineerely yours
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FOREIGN EXCHANGE DEPARTMENT
"APR2 2 1917 NEw YOrRK, April 17, 1917.

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

Dear Ben:~

Do not know whether it will interest you, but thought it
might be well to send you a copy of an am.u whiech I r'eently
‘mede in Seranton, TFa.

In connection with it, one ‘foreign banker acknowledged
it in considerable detail, from whieh I guote a part, as it in-
terested me very much:

"Thank you very much indeed for the copy of your address
on American acceptances. It is a very comprehensive treatise
on the subjeet which I have read with much interest, and I

uitc agree with your views.

Regarding the gquestion of banks purchasing their own ac-
ceptances, I might say that I know from actual experience
that some English banks do this, as during the time I was
stationed in London, England, banks were willing in the ordi-
nary course of business %o ynnh.uo in the open market their
own acceptances. As a matter of faet, one or two of them
were, when they were buying bills, always propo.roa to.pay a
al:l.ghtly better rate for their own bills.

Sincerely yours,

FIK/MKS %
Enec.
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: New York , &pril 12, 1917.
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Mr. Benjamin Strong,

4100 Montview Boulevard,
Denver, Colo.

Dear Ben:~-

Your letter of the 4th instant received. There is no
question in my mind but that it might be of real value to Warner
to grow up in the Federal Reserve System, and I am really rather
sorry that he has not had sueh actual experience in foreign op-
erations as to make him available for working into the position
esbout which Mr. Treman was talking with me lately . He has been
tremendously interested in international exchange, and wrote a
thesis in Harvard on "The Bank of England and the War" that I un-
derstand is going to be used in their future courses in some way.

Thought some of giving him a month or two in the Foreign
Department of the Guaranty Trust Company Jjust to familiarize him
with foreign exchange practice, with the idea of rounding out the
theoretical knowledge that he has already obtained. It so happen-
ed, however, that he worked into a position in Bonbright's office,
because of some rapid changes that took place soon after he enter-
ed their employ, that is giving him a very unusual opportunity to
acquire valuable knowledge and information. Confidentially he is
actually preparing reports in answer to inguiries that go to
Bonbright or that are desired by members of the firm on all sorts
of firms and corporations. The vacaney that gave him this oppor-
tunity came long before I imagined he could f£ill the bill, but Mr.
Bonbright told me yesterday that the% were tremendously pleased
with his work. It seems to me that he could stay in this position
for a couple of years and continue to aceumulate knowledge of a
very valuable kind. His work in this respect seems to have inter- {
ested others, because he has just been offered the Managership of
the Statistical Department of another large house without any ef-
fort or encouragement on his part, and after he had told them di-
rectly, when it was suggested to him, that he would not be interest-
ed.

.“ &

letter, thought you would be interested in knowing what he was do-
ing and why I feel satisfied that the nature of his work is giving

|
As you were kind enough to mention the matter in your 'i
] \
him as fine an opportunity to lay the foundation for a proper bus- |

.org/
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B. ‘SO ,2.
iness career as would seem possible.

Am doing my best to find a man I would be willing to reec-
ommend in connection with your foreign business. It is quite dif-
ficult, because I feel as though you should have someone familiar
with the technical end, informed as to theory in general and cap-
able of analyzing new conditions without being too much tied down
by precedent. This sort of a person is hard to get, and as I am
having diffieulty in finding someone for three other banking in-
stitutions whose requirements are not as great, you can see why I
havemnot yet found anyone that I could conseientiously suggest to
Mr. Treman.

With sincere regards, I am,
Cordially yours,

FIK/MKS
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J. H. PUELICHER, President E. D. HUXFORD, Vice-President C. B. HAZLEWOOD, Chairman Executive Committee GEO. E. ALLEN, Secretary

State Bank Section American Bankers Association
Five Nassau Street New York, February 15, 1917

STATE BANKS AND THE FEDERAL RESERVE SYSTEM

The Executive Commitiee of the State Bank Section of the American Bankers Association is desir-
ous of obtaining from the State bankers of the country an expression of their opinion in regard to the ad-
vantages and disadvantages of membership in the Federal Reserve System. Several questions have ac-
cordingly been prepared with due care that no question shall be so constructed as to suggest any particular
answer. Full and free discussion is desired and personal identities will not be disclosed. In view of the
fact that the matter of clearing and collecting checks is being considered by the Committee of Twenty-five
appointed for such purpose by the American Bankers Association at its Kansas City Convention, no ques-
tions in regard to that subject are submitted by the State Bank Section in this connection. The questions
to which answers are desired at the present time are embodied in this communication.

MEMBERSHIP CONDITIONS

Conditions governing the membership of State Banks and Trust
Companies in the Federal Reserve System are described by the Fed-
eral Reserve Board in Regulation H of the Series of 1916, as follows:

BANKS ELIGIBLE FOR MEMBERSHIP.—A State bank or a trust
company to be eligible for membership in a Fed- ~1 Reserve Bank
must comply with the following conditions:

(1) It must have been incorporated under a special or general
law of the State or district in which it is locateds

(2) Xt must have a minimum paid-up unimpaired capital stock as
follows:

In cities or towns not exceeding 3,000 inhabitants, $25,000;

In cities or towns exceeding 3,000 but not exceeding 6,000 in-
habitants, '$50,000;

In cities or towns exceeding 6,000 but not exceeding 50,000 in-
habitants, $100,000;

In cities exceeding 50,000 inhabitants, $200,000.

APPLICATION FOR MEMBERSHIP.—Any eligible State bank or
trust company may make application to the Federal Reserve Agent
of its district for an amount of capital stock in the Federal Reserve
Bank of such distriet equal to 6 per cent. of the paid-up capital stock
and surplus of such State bank or trust ecompany. (Three per cent.
has already been called from National and other member banks, but
the remainder of the subscription or any part of it shall be subject to
call if deemed necessary by the Federal Reserve Board). Upon receipt
of such application the Federal Reserve Agent shall submit the same
to a committee composed of the Federal Reserve Agent, the Governor
of the Federal Reserve Bank, and at least one other member of the
board of directors of such bank, to be appointed by such board, but
no Class A director whose bank is in the same city or town as the
applying bank or trust company shall be a member of such committee.
This committee shall, after receiving the repori of such examination as
may be required by the Federal Reserve Bank in pursuance of directions
from the Federal Reserve Board, consider the application and transmit
it to the Federal Reserve Board with its report and recommendations.

APPROVAL OF APPLICATION.—In passing upon an application the
Federal Reserve Board will consider especially—

(1) The financial condition of the applying bank or trust company
and the general character of its management.

(2) Whether the nature of the powers exercised by the said bank or
trust company and its charter provisions are consistent with the proper
conduct of the business of banking and with membership in the Fed-
eral Reserve Bank.

(3) Whether the laws of the State or district in which the applying
bank or trust company is located econtain provisions likely to prevent

proper compliance with the provisions of the Federal Reserve Act and
the regulations of the Federal Reserve Board in conformity therewith.

If, in the judgment of the Federal Reserve Board, an applying bank
or trust company conforms to all the requirements of the Federal
Reserve Act and these regulations, and is otherwise gqualified for mem-
bership, the Board will issue a ecertificate of approval. Whenever the
Board may deem it necessary, it will impose such conditions as will
insure compliance with the Aet and these regulations. When the
certificate of approval and any conditions contained therein have been
accepted by the applying bank or trust company, stock in the Federal
Reserve Bank of the district in which the applying bank or trust com-
pany is located shall be issued and paid for under the regulations of
the Federal Reserve Act provided for National banks which become
stockholders in the Federal Reserve Banks.

POWERS AND RESTRICTIONS.—Every State bank or trust com-
pany while a member of the Federal Reserve System—

(1) Shall retain its full charter and statutory rights as a State bank
or trust company, and may continue to exercise the same functions
as before admission, except as provided in the Federal Reserve Act
and the Regulations of the Federal Reserve Board, including any con-
ditions embodied in the certificate of approval.

(2) Shall invest only in loans on real estate or mortgages of a char-
acter and to an extent which, considering the nature of its liabilities,
will not impair its ability to meet current or maturing obligations.

(3) Shall adjust, to conform with the requirements of the Federal
Reserve Act and these regulations, within such reasomable time as may
be determined by the Board in each case, any loans it may have at
the time of its admission to membership, which are secured by its
own stock, or any loans to one person, firm, or corporation aggregating
more than 10 per cent. of its capital and surplus or more than 30
per cent. of its capital, or any real estate loans which, in the judg-
ment of the Federal Reserve Board, impair its ability to meet current
or maturing obligations.

(4) |Shall maintain such improvements and changes in its banking
practice as may have been specifically required of it by the Federal
Reserve Board, as a condition of its admission, and shall not lower the
standard of banking then required of it; and

(5) Shall enjoy all the privileges and observe all shose requirements
of the Federal Reserve Act and of the regulations of the Federal
Reserve Board made in conformity therewith which are applicable
to State banks and trust companies which have 1 ber bank

WITHDRAWALS.—Any State bank or trust company desiring to
withdraw from membership in a Federal Reserve Bank may do so 12
months after written notice of its intention to withdraw shall have
been filed with the Federal Reserve Board.

QUESTION 1. ASSUMING THAT SOME CHANGES AGREED UPON BY STATE BANKERS ARE
MADE IN THE FEDERAL RESERVE LAW AND ITS ADMINISTRATION, SHOULD STATE BANKS
CONSIDER JOINING THE FEDERAL RESERVE SYSTEM FOR THE PURPOSE OF STRENGTHENING
BANKING AND COMMERCIAL CONDITIONS IN THE UNITED STATES? ANSWER “YES” OR “NO.”....................

QUESTION 2. SHOULD BANKS OF LESS THAN $25,000 CAPITAL BE ELIGIBLE FOR MEM-

BERSHIP IN THE FEDERAL RESERVE SYSTEM? ANSWER “YES” OR “NO.” o8 hopsonat bimeas S

QUESTION 3. WOULD IT BE RIGHT AND PROPER FOR FEDERAL RESERVE BANKS TO PAY INTEREST ON THE

BALANCES OF MEMBER BANKS?
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SUPERVISION AND EXAMINATION

EXAMINATIONS OF STATE BANK MEMBERS.—The Federal Re-
serve Board, in Regulation H of the Series of 1916, declares thati every
State bank or trust company, while a member of the Federal Reserve
System, shall be subject to such examinations as may be prescribed by
the Federal Reserve Board in pursuance of the provisions of the Federal
Reserve Act. In order to avoid duplication the Board will exercise
the broad discretion vested in it by the act in accepting examina-
tions of State banks and trust companies made by State authorities
wherever these are satisfactory to the Board and are found to be of
the same standard of thoroughness as National bank examinations and
where, in addition, satisfactory arrangements for cooperation in the
matter of examination between the designated examiners of the Board
and those of the States already exist or can be effected with State
authorities, Examiners from the staff of the Board or of the Federal
Reserve Banks will, whenever desirable, be designated by the Board to
act with the examination staff of the State in order that uniformity in
the standard of examination may be assured,

STATE BANKS AND THE COMPTROLLER OF THE CURRENCY.—
In a joint letter signed by the Governor of the Federal Reserve Board
and the Compftroller of the Currency, announcement is made that the
Federal Reserve Board and the Comptroller of the Currency have agreed
upon and now promulgate the following rules in regard to the periodical
reports of condition which the State member banks of the Federal
Reserve System are required to render under the provisions of the
Federal Reserve Act:

(1) When the reports of condition made to the State Banking Depart-
ments are rendered as of the same date as required by the Comptroller
af the Currency for National banks:

(a) The Comptroller of the Curreney will accept the reports so ren-
dered by the State banks, on the same forms used in report-
ing to the State Banking Departments.

(b) The publication of reports will be accepted by the Comptroller
of the Currency on the publication form rendered to State
Banking Departments, provided the office of the Comptroller
of the Currency is furnished with proof of publication in the
manner required of National banks.

(¢) State member banks will be furthermore required to furnish,
the office of the Comptroller of the Currency, for abstracting
purposes only, a statement of resources and liabilities on
the form prescribed by the office of the Comptroller of the
Currency for National banks. This statement must be signed
by the president or cashier of the reporting bank and
acknowledged before a notary public.

(2) When reports to State Banking Departments are not required to
be rendered on the same date as reports called for by the Comptroller
of the Currency from National banks:

(a) State member banks will be required to execute their reports
on the same form prescribed by the Comptroller of the Cur-
rency for National banks, but omitting from their report
blank, if they so desire, all schedules except that relating to
coin and coiny certificates.

(b) They will also be required to conform to the regulations gov-
erning National banks in the matter of publication of reports
and the furnishing of proof of such publication.

These rules may be revised or revoked on 30 days’ notice from the
Federal Reserve Board or the Comptroller of the Currency.

QUESTION 4. (A) DO YOU CONSIDER SATISFACTORY THE REGLUATIONS OF THE FED-
ERAL RESERVE SYSTEM GOVERNING THE SUPERVISION AND EXAMINATION OF STATE BANK

MEMBERS? ANSWER “YES” OR “NO.”

(B) IF SUCH REGULATIONS ARE NOT SATISFACTORY, WHAT CHANGES WOULD YOU RECOMMEND ?
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REAL ESTATE LOANS

In this commection the provisions of the Federal Reserve System
pertaining to loans on farm land and other real estate that may be
made by National banks are of interest. Section 24 of the Federal
Reserve Act provides in part that—

Amny national banking association not situated in a central reserve
city may make loans secured by improved and unencumbered farm
land situated within its Federal reserve district or within a radius of
one hundred miles of the place in which such bank is located, irre-
spective of district lines, and may also make loans secured by improved
and unencumbered real estate located within one hundred miles of the
place in which such bank is located, irrespective of district lines; but
no loan made upon the security of such farm land shall be made for
a longer time than five years, and no loan made upon the security of
such real estate as distinguished from farm land shall be made for a
longer time than one year nor shall the amount of any such loan,
whether upon such farm land or upon such real estate, exceed fifty per
centum of the actual value of the property offered as security. Any
such bank may make such loans, whether secured by such farm land
or such real estate, in an aggregate sum equal to twenty-five per centum
of its eapital and surplus or to one-third of its time deposits and such
banks may continue hereafter as bheretofore to receive time deposits
and to pay interest on the same.

THE FEDERAL RESERVE BOARD PERMITS STATE BANK
MEMBERS OF THE FEDERAL RESERVE SYSTEM TO MAKE LOANS
ON REAL ESTATE IN ACCORPANCE WITH RESPECTIVE STATE
LAWS AND REGULATIONS; PROVIDED, HOWEVER, THAT NO
SUCH LOAN TO ANY ONE PERSON, FIRM OR CORPORATION
SHALL EXCEED TEN PER CENT. OF THE COMBINED CAPITAL
AND SURPLUS OR THIRTY PER CENT. OF THE CAPITAL OF
THE BANK MAKING THE LOAN.

The following extracts from a statement published by the Federal
Reserve Board (Federal Reserve Bulletin, Aug. 1, 1916, p. 393) set forth
the Board’s attitude toward State bank members:

As the extent of the Board’s power to adopt any specific regulation
involves a question of law which must be determined by the faets in
each case, it is, of course, impracticable to outline definitely the scope
of all future regulations, The Board understands that it is not its
function to undertake to impose on the activities of member banks any
restrictions that are not contemplated by the Act, but only to prescribe
such regulations as are designed to carry out the purposes of the Act.
The Board does not feel that it is one of its functions to undertake
to restriet State banks or trust companies in the exercise of true bank-
ing or trust-company powers as defined by the laws of the State in
which they are created. In passing upon the applications of State
banks and trust companies, however, it believes it to be its duty to
admit only those institutions which are solvent and sound and whose
membership will not constitute an element of weakness in the system.
The Board does not comsider that it is a prerequisite to the admission
of any State bank or trust company that it should possess any certain
amount of paper eligible for rediscount with a Federal Reserve Bank.
It is, of course, indispensable that any paper offered for rediscount to
a Federal Reserve Bank should conform to the provisions of the Act
and of the regulations of the Board. It is clear, however, that a Federal
Reserve Bank will have to look all the more carefully into the status
of a State member bank asking for rediscounts if such State bank or
trust company exercises banking funections that are likely to interfere
with the liquidity of such State member institution or may lead to
overextension.

In other words, the Board might consider that the exercise of ex-
traordinary powers, such as might make an applying State bank or
trust company an undesirable member, a sufficient reason to refuse the
grant of the application. After such State bank or trust company,
however, has become a member bank the Board does not expect to
interfere with the exercise of those banking and trust company powers
authorized by its charter. If the exercise of such powers should tend
to interfere with the liquid and sound condition of a State bank or
trust company member, the Federal Reserve Bank would, of course,
be justified in taking due precaution in dealing with the applications
for rediscount of such State bank or trust company.

QUESTION 5. (A) DO YOU CONSIDER SATISFACTORY THE CONDITIONS UNDER
WHICH STATE BANK MEMBERS OF THE FEDERAL RESERVE SYSTEM ARE PERMITTED TO MAKE

LOANS ON REAL ESTATE SECURITIY? ANSWER “YES” OR “NO.”

(B) IF SUCH CONDITIONS ARE NOT SATISFACTORY, WHAT CHANGES WOULD YOU RECOMMEND ?

!

&
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RESERVE REQUIREMENTS

The Federal Reserve Act provides that banks in central reserve cities
shall mantain a reserve of 18% on demand deposits. In reserve cities
the percenfage is 15, and in cities and towns outside of reserve and
cemtral reserve cities the percentage is 12. Until November 16, 1917,
country banks may keep with approved reserve agents one-sixth of their
reserve, and reserve state banks may keep with approved reserve agents
one-fifth of their reserve. Banks that are members of the Federal Re-
‘serve System are not mow required to keep any specified percentage of
their reserves in their own vaults, but may keep all or any part of
their reserve in the Federal Reserve Bank of their distriet.

In California, Georgia, Louisiana, Maine, Massachusetts, Michléan,
Minnesota, Missouri, New Hampshire, New Jersey, New York, Ohio,
Oregon and Texas, state banking laws provide that if a State Bank
becomes a stockholder in a Federal Reserve Bank it shall be subject
to the provisions of the Federal Reserve Act, and any amendments
thereto relative to bank reserves shall be in substitution for the re-
quirements of respective State statutes. California and New York have
amended their laws pertaining to reserves so as to make State require-
ments similar to requirements under the Federal Reserve Aet. In cities
of 100,000 population or over in California, and cities or boroughs of
over 2,0000,000 population in New York, the required reserve for State
Banks is 18%, In cities of from 50,000 to 99,999 population in Cali-
fornia, and from . 1,000,000 to 1,999,999 population in New York, the
reserve requirement is 15%. In cities elsewhere in New York and Cali-
fornia the reserve requiremnt is 12%.

State laws requiring State Banks to hold 10% of reserve on demand
deposits are in force in Delaware in cities of 50,000 population or less,
Iowa in cities under 30,000 population, and in Tennessee. In Delaware
and Yowa a proportion of such reserves may be kept with approved
reserve agents, and in Tennessee reserves may consist of balances due

QUESTION 6.

SYSTEM SUITABLE FOR YOUR COMMUNITY AND YOUR INSTITUTION?

uNo'n

from banks on demand. Reserves of 12% on demand deposits are
are required in Conmecticut, Kansas in cities and towns of less than
50,000 inhabitants, Kentueky, Minnesota in cities other than reserve
cities, New Mexico, Virginia and Wisconsin: Parts of such reserves
may be kept with approved reserve agents.

Thirty-two States require that their State Banks shall maintain re-
serve of 15% on demand deposits. Such States are Arizona, Arkansu.s,
Idaho, Iilinois, ¥ndiana, Yowa in cities of 3,000 population or over,
Kansas in cities of over 50,000 population, Kentucky in reserve cities,
Maine, Massachusetts, Michigan in cities of 100,000 population or less,
Minnesota in reserve cities, Mississippi in cities of less than 50,000
population, Missouri providing that in cities of 200,000 inhabitants or
over banks may mnet count Federal Reserve notes as reserves on hand,
Montana in all banks except reserve agents approved as such by the
superintendent of banks, Nebraska in cities of less than 25,000, Nevada,
New Hampshire, New Jersey, North Carolina, Ohio, Oklahoma in cities
of 25,000 or less, Oregon, Pennsylvania, Rhode Island, Texas for banks
with capiial of $25,000 or more, Utah in cities of 50,000 or less, Ver-
mont, Washington and West Virginia. In such States various parts
of required reserves may be kept with approved agents,

The laws of thirteen States provide for 20% reserves on demand de-
posits. Such §States_ are Arkansas, Colorado, Delaware in cities of
50,000 or more, Florida, Michigan in cities of 100,000 or over, Nebraska
in cities of 25,000, North Dakota, Oklahoma, South Dakota, Texas in
banks with capital of $25,000 or less, Utah in cities of 50,000" or less,
Wisconsin and Wyoming. Cities where State laws provide for 25%
reserves are Colorado for banks that are reserve agents, Illinois for
banks in Chicago, Louisiana, Mississippi in cities of over 50,000, Nevada
and South Dakota. Varying percentages of such reserves may be kept
with reserve agents,

(A) ARE THE RESERVE REQUIREMENTS OF THE FEDERAL RESERVE

“YES” OR

ANSWER

(B) IF SUCH REQUIREMENTS ARE NOT SATISFACTORY, WHAT CHANGES WOULD YOU RECOMMEND ?
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LOAN LIMITATIONS

ISection 5200 of the National Bank Act refers to limitations of liabili-
ties which may be incurred by any one person, company, corporation
or firm to a national bank, and provides that such liability shall not
exceed fen per cent of the bank’s capital stock and surplus unimpaired;
and in no case shall it exceed 30 per cent of the capital stock. There
are few states that follow the National Bank Act respecting the limita-
tions on commercial loans. In Michigan State Banks may loan to any
one individual, firm or corporation 8 1 /10 per cent of capital and per-
manent surplus. KEleven Btates have a ten per cent loan limit. Such
States are Alabama, which also includes undivided profits; California,
unless capital and surplus are not over $25,000, when it is 20%; Con-
necticut; Georgia; Maine, also including undivided profits; New Hamp-
shire; New Jersey; New York, including acceptances, and except in
boroughs of over 2,000,000 population; North Carolina, if paid up capi-
tal is ever $100,000; Rhode Island, exactly similar to provision in
National Bank Act; South Carolina, 10% of capital only. Six States
have 15% limitation. They are Illinois, with 30% of capital as an extra
limitation; XKansas; Minnesota; North Dakota; Tennessee, including

undivided profits; Utah. Fourteen States provide a limitation of 20%
capital and surplus. They are Idaho; Iowa, on paid up ecapital enly;
Kentucky; Louisiana, including undivided profits; Maryland; Montana;
Nebraska; New Mexico; Ohio; Oklahoma; Oregon; South Dakota; West
Virginia, including undivided profits; Wyoming. Five States provide
for a limitation of 25% of capital and surplus. They are Colorado;
Mississippi; Nevada; Texas; Virginia. Arkansas and Wisconsin have
a 30% of capital and surplus limitation, Vermont limits loans to
$10,000 plus one per cent of deposits in excess of $1,000,000 and not
over $50,000 except where capital and surplus exceed $50,000, when the
limit is 10% of capital and surplus. Missouri provides a 15% limita-
tion when city population is over 100,000; 20% from 7,000 to 100,000,
and 25% elsewhere. There are no specific loan limitations in the bank-
ing laws of Arizona, Delaware, Florida, Indiana, Pennsylvania and
Washington. In some States larger loans may be made by vote of
directors, Exceptions are also made in some Staftes in case of loans
secured by collateral.

QUESTION 7. (A) ARE THE LOAN LIMITATIONS PRESCRIBED BY THE FEDERAL RE-
SERVE ACT SUITABLE FOR YOUR COMMUNITY AND YOUR INSTITUTION? ANSWER "YES” OR

NO.”

(B) IF SUCH LOAN LIMITATIONS ARE NOT SATISFACTORY, WHAT LOAN LIMITATIONS WOULD YOU SUG-

GEST?




GENERAL QUESTIONS

QUESTION 8.—WHAT, IF ANYTHING, CAN BE DONE TO AVOID COMPETITION BETWEEN FEDERAL RESERVE
BANKS AND OTHER BANKS?

QUESTION 9.—WHAT, IF ANY, CHANGES IN THE FEDERAL RESERVE ACT, OR IN ITS ADMINISTRATION,
ARE NEEDED TO INCLINE YOUR INSTITUTION TO BECOME A MEMBER OF THE FEDERAL RESERVE SYSTEM?

Underneath write answers to questions 8 and 9, numbering answers accordingly.

i
:
A p—
When you have answered the questions asked in this communication, fill out the following form
NEMETOFIBRRITL. . ;... covedsmniihusmssnoss babooars Do T s o oot s i it S 5 a5 s e IO, LU0 ety
oY TOWEY..... ... 5o e St st e O I e e h b e oo i e s o State. ... e s I e
Bater D e S L Naome of Officer SIgMINE..........c.ooouiimiiiiiii e et s i

And mail to Geo. E, Allen, Secretary, 5 Nassau Street, New York City.
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BANKERS TRUST | .
GUY RICHARDS, ASST. SECRETARY.
COMPANY ‘ '
P.D.BOGUE, ASST. SECRETARY.
SEWARD PROSSER, PRESIDENT. J.R.TROWBRIDGE, ASST SECRETARY.

D.E.POMEROY,VICE PRE SIDENT.

DUANE, VICE PRESIDENT. H.N.DUNHAM, ASST. TREASURER.
W.N. ' 5 LMICHAELS, TRUST OFFI CER.

“Ssse F.|.KENT, VICE PRESI 16 WALL STREET BEACH POLK, ASST. TREASURER.
) :':'BM‘;:OCSKEV;:‘:; PR:E PRESIIDENT —— AND—— J.F. SCHMID, ASST. TREASURER.
-H. Vi .
AL e 5T AVENUE AND 42%° STREET R.G.PAGE, ASST. SECRETARY.
AL . W.A.HENDERSON,AUDITOR.
H.J.COCHRAN, VICE PRESIDENT. H.H.MARTIN, ASST. SECRETARY.
THOMAS HILDT,VICE PRE SIDENT, CABLE ADDRESS: BANKTRUST, NEW YORK. H.B.WATT, ASST. SECRETARY.

:'F;ijzsr'l(;:'dsi;;I::A;:ESIDENT. L.S.STILLMAN, ASST. SECRETARY.
R.H £5ILES T‘REASURER ‘ CLIFFORD WILMURT, ASST.CASHIER.
s i\ 8 16 WALL STREET A.C.LIVINGSTON, ASST. TRUST OFFICER

New YOrRk, July 25, 1917.

FOREIGN EXCHANGE DEPARTMEMT

Mr. Benjamin Strong,
128 Gilpin Street,
Denver, Colo.

Deaxr Ben:~-

Since writing you, have been called to Washington, or I
should have sent you the enclosed before. It represents the gen-
eral idea of the proposition that the gentlemen from the Bank of
Itely wish to present to the Federal Reserve Bank of New York, pro-
vided and only if it will probably be satisfactory to the Federal
Reserve Bank.

At the last conference it came out very clearly that
their principal desire was to earmark gold in Italy for the purpose
of obtaining dollars here. The representative of the Itealian Em-
bassy Jjoined the conference about this time, and I made the follow=
ing statement: "While I have no authority to say to you that the
Federal Reserve Bank of New York will not be willing to enter into
such an arrangement with you, even with the understending that you
pay for the privilege, as you suggest, yet it is my firm personsl
belief that they would not be Jjustified in doing so. The govern-
ment of the United States is making vast loans to the Allies. In
order to do so it is obliged to borrow tremendous sums in this coun-
try. To accomplish this the Federal Reserve Banks are obliged %o
hold themselves in readiness to make such loans t0 member banks as
are necessary in order to make it possible for such banks to sub~
scribe for their depositors and themselvesz in such amounts as are
necessary for the government to obtain its requirements. If the
Federal Reserve Banks do not keep their gold where it can flaw free~
1y from one Federal Reserve Bank to another as sectionesl demands
make necessary, and our govermnment is consequently hampered in plac-
ing its loans, it will not be able to meke the advances to Italy
and the other Allies that 1t desires to do. In my opinion the gov-
ernment is the proper party to make the loans, and the Federsl Re=
serve System the proper instrument for the government to use to ob-
tain the funds. If both the government and the Federal Reserve
Banks loan to foreign governments, it would seem to me not only to
be an unjustifiable operation, but one that might prove most harm-
ful to the Allies, for if cerried sufficiently far, it would un=-
questionebly handicep our govermnment very seriously by curtailing
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the ability of the Federal Reserve Banks to carry member banks un-
til the public could absorb the securities.”

The representative of the Italian bank agreed with me ful~-
1y, and the representative of the Italian Embassy wes very vehement
in his expression of opinion that the better wey was for the gov-
ernment to make advances, and the Federal Reserve Banks keep suf-.
ficiently liguid to be able to do their part. The Italisns then
gave it ag their opinion that rather then go back without having
formed any sort of an arrangement, they would like to make & tenta-
tive one, not with the idea of undertaking any transactions at the
moment, but for sentimentsl reasons, and in order to put the two
banks in position to operate guickly end without delay in csese it
ever proved to be advisable. I said to them then, "It will be en~
tirely agreeable to you to form such an arrangement with the Federal
Reserve Bank, with the specific agreement that it shall only be-
come operative at such time as may be mutually sgreeeble and both
banks give their consent?" This they agreed to, and the enclosed
suggestions represent their idea of what should be covered by the
egreement, in addition to this statement as to when it should be~-
come operative. ~

They were very anxious to have me send it to you for the
purpose of obtaining your opinion on the matter. If you agree, as
I judge you will from your letter referring to the matter, that an
arrangement be entered into along these lines, to become operative
when mutually agreeable, they would then like to make a formal
presentation of the matter to the Board of Directors of the New
York Federsl Reserve Bank. Have sent you the copy delivered to me
by Mr. Gidoni, which I teke that he wrote himself, as it is very
much in line with the English which he speaks. It is really just
his rough idee to try to accomplish something without meaning to
have it too specific until the time comes when actual transactio
mey .take place. :

Mr. Gidoni will appreciate it if you will telegraph your
opinion, provided you desire to do so, otherwise he will gladly
ewait your reply by meil, in which case he hopes that you will
send me & letter to deliver to him that will couch the agreement in
terms satisfactory to you. ;

Am arranging to have the Bank of France matter go forward

on the first steamer, and have an appointment to talk it over with
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those in the office suggested by you. '
With sincere regerds, I am,
Cordially yours,

=

FIK/MKS
Enc.
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SEP 5 1917

Mr. Benjamin Strong.
Governor, Federal Reserve Bank,
Nassau and Pine Stroota, N. Y.

Dear Ben:-

Your letter of August 31 received and carefully noted.
The arrangement outlined is entirely acceptable to me, and I
will gladly endeavor to keep myself free from outside entangle-
ments, in order to have the time necessary tor the work you have
in mind.

Now that I am relieved from the Liberty Loan work, I
have no work outside of the Trust Company of importance at the
moment, other than the two following mattera: Am Chairman of the
Cotton Committee of the Southern Commereial Congress, which is to
hold its annual meeting in New York, October 15, and have agreed

-to prepare and deliver an address at Atlantic citv at the War

Convention of American Business, Thursdey, September 20. This
meeting, I understand, is to be attended by members of the Cabi-
net and members of the Council of Defense, and it is hoped that
important and bemeficial results will develop.

Sincerely yours,

FIK/MKS
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December 5, 1918,

Deaxr Pfred;

I had hoped %o be able to make an engsgement with you
for Saturday. Unfortunately, however, I will be obliged to be
out of tqwn.and ém writing to ask if you will be svailable for
either Morday or Tuesday of next week, There sre some maiiers

I want to discuss with you.

Sincerely,

# 1. Fent
Benkere Trust Compsny,

16 %all Street, Rew York,

B2/33B
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Claridge's Hotel, Brook Street, W. I.

Dear Ben:

. Juit returned from telegraphing you acknowledgment of your wire which was

received too late to notify any of the parties mentioned. Will do so first
thing in the morning. Cabled New York today through the Embassy as follows
af'ter my checkword:

(TRANSLQTION)

Bank of England is sending their representati