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7 CABLE

December 5, 1914,

James Brown,
Hotel Ritz,
London,
Wiggin and I know nothing of cash scheme suggested by Davison and under-
stood he and liorgan generally approved plan outlined our report of
which he has, copye We asked him cooperate with you jmmegotiations
following Paish return as he was sailing other business and felt sure
you would ggree. His firm's gssietance and advice most important.
I cannot agree to change of plan without full details and must object
to any plan involving pledge further gold shipments, or change in
status gold fund unless kept infor;ned. Please tell Davison we would

like to hear his plan. Will consult Wiggin to-morrowe

Benje Strong, Jre
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Decembor 14th, 1514e

Dosr Jims

Thonks for your note of the z'fm ulte ond the
'ouppins from the London Times of November 27th.

I have frequently womdered at Sir George's
generosity with the nowspapor men over hare, as doubte
loss you did, and fear it may have led him into 4iffi-
oultles at home. |

Cables reaching me through Jock lorgun indi-
cate progresa in the nepotiastions in London, byt I un~
dorstand that you were obliged to leave before they were
concludod« I hone overything is satisfactory.

Very truly yours,

Jomes Browa, H8ge,
69 Wall Streeot,
How Yorik Citys

Bsdr/vox

Pletatod by Ur. Strong, but
signed in his sbsences
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Decembeyr 14th, 1914,

Déar oirs

Referring to our telephone conversation
regarding the pamphlot sent to Mr. Strong, "Var ani
Finance"”, the matter of forwarding this to uf. Thatcher
Browa was called to his’attention, snd he has asked to
be allowed to retain this a few days longer, if it will
not caunse too smch inconvenience. I, Ctrong is very
anzious to read this pamphlot and expects to be able
to do so within a fow dayse

Very truly yours,

Jomes rgidhe. o s,
59 wall Street,
How York Citye.

u
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February 17th, 1915,

Deap Sir:

At lre Strong's direction, I am
sending you herewith the three. copies of
Hegulation Ho. 5 with regard %o bankers
accepilances, which you requested in your

favor of the 15th inste
3

Very truly yours,

Seeretary to ir. Strongs

James Brown, £sqe,
59 Wall Street,
Hew York City.

VO
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COPY

March 9, 1915,
(dated 8th)

ACCEPTANCES,

BANK OF ENGLAND,

~Bank of England requires two English names, of which
one must be acéeptor. Bank will not take acceptances foreigner
or London agency, (stop) British name is person or firm of
which at least one partner domicilgd in England, (stop) Bank
can refuse any bill and especially féserves right reject any name
or company where greater portion capital controlled in foreign
country,

Bank does not discriminate in normﬁl times witﬁ regard
to drawer, although at present would certainly enquire into orgin

acceptances indicating enemy finance,
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May 10th,
1916

Dear Jim:

You haven't done anything. The meeting
was not mine anyway, and we only gave it house roome.
I*11 tell you the whole sébry when I see yous

Very truly yours,
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July 6th,
3938 5

Dear Jims:

I would be glad to have you heep e posted on
the latest developments in counection with the Freuch
mattey we wore discussing,

Mr, Varburg is shortly going away, ead if
changes gcouy in the plam .rhich would make it desirable
%o have further conforence with him on the subjest, it

will be necessary for me Po take 1t up with him in the

courae of the noxt weok,

.

RS

»

M

g 4+ N %
Very trmuly ;

N

& Company
59 Wall Street, Few Yrok Citye

e e
":: Jl‘/: AV iy
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September 28th, 1915,

Dear Jims:

Replying to yours of the 23rd, I see no reason why the drafts
deseribed in the extraet from your menager's letter would not be eligi~-
ble for our purchase, The character of the drefts ss described in his

letter is soparently such that they f£all within the provisions of the

last regulation covering bankers acceptances, It would, of course, be
‘necessary for the acceptor to file a statement with us, agreeing to
file such statements from tine to time; to stamp the drafts in the ocus-
tomary form mnd underteke to answer ingniries im regard to amy speeific
‘araft which we might at eny time purchsse, |

Please ao not consider this to be a final officisl ruling
on the matter, but it is my off-hand view and when the business tekes
more specific shape, if you think it advisable to write formally giv-
ing the particulars, I will be very glad indeed to send 2 definite and
official reply Just as promptly as possible,

Very truly yours,

Im#s&q.,
59 ¥ Street,

New York City.

BS Jr/fven
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COPY

December 10, 1915,

My dear Jim:

By reference to the Federal Reserve Act, you will observe
that the provisions of Sections 13 and 14 in regard to acceptances
which may be made by national banks and in which Federal reserve
banks are permitted to invest, are exceedingly vague, In Section 13,
the accéptance which a national bank may make is described as one
which is "based upon the importation or exportation of goods,”" The
language is slightly changed when describing what kind of drafts or
bills of exchange Federal reserve ba?ks may discount, the statute
stating that they must be bills "growing out of transactions in-
volving the importaion or exportation of goods,™ The whole struc-
ture of the Act indicates that it was the purpose of Congress to con-
fine the investment of the Federal reserve banks to paper of various
kinds, including pills which had had their origin in commercial trans-
actions, rather than in finance or speculative transactionms, One dif-
ficulty which constantly arises is the line of demarcation between
bills which are drawn for financing, as distinguished from those drawn.
for commercial purposes, Many bills, such as those arranged by you
in éonnection with the French credit, take the form of finance billé,
although the purpose of their origin isicommercial.

It has always been my belief that the Bank of Englanh and

 the English banks and discount houses generally dealt with this mat-

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

ter, not according to any fixed rule, but by a general understanding




To James Brown, Esq,, -2 ' 12/10/15,

among themselves that prime bills, viz:- those which bear two first
class English names are always available at the Bank of 'England,
whether they were drawn for commercial purposes or for the purpose
of making exchange, whether they were originally in the form of doc-
umentary bills or were, in fact, clean bills secured by collateral,

I am writing to inguire whether you will be good enough
to make ipquiry of Mr, Norman, in your own name, but in my behalf,
as to whether, generally, my supposition is correct that the discount
market of London, and partifularly the Bank of England, does not dis-
criminate against bills which are in the form of finance drafts,
where, by reason of the character of the drawer and acceptor and en-
dorser or endorsers, general knowledge of their business and the pur-
poses for which the drafts are drawn, gives them reason to believe
that they do not arise from speculative ventures or are not drawn for
the purpose of carrying stocks, financing cofpprations, ete, In
other words, is it not a fact that the so-called discrimination against
finance bills in the London market which occasionally arises, is not
a discrimination against the form in which the bills are drawn, but
aéainst the purpose for which the bills are drawﬁ, which at times be-.
come generally known to the market by reason of extensive operations
being conducted by the drawer and acceptor?

If you could persuade Mr, Norman to make a carefully prepared
statement of the policy of the bank in the London market in regard to:
the bills, it would be of great service to us in our work, and I can
assure you it will be greatly appreciated,

Very truly yours,

Digitized for FRASER
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Federal Reserve Bank of St. Louis 59 Wall Street.
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Jamyary 10th, 1916,

Dear Jim:

Just a note to remind yo#l that I would
like a letter of introduction to your former part-
ner, Hr, Hontasgu Forman,

My plan for sailing on the first is sbout
matured and I would regret very much visiting London
without an opportunity to ses Nr, Normen,

Very truly yours,

Yre Jomes BROWEky:
wall Street,
Hew York City.

BS Je/VCi
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Jm‘gm 24th 3 )A19i4,

L

Dear Jims

Your note of the 22nd inst, enclosing
lettors of‘ introduction to ir. Vood and XMr, lone
tagu was received this morning and I am looking
forward with pleasure and interest to meeting
these gentlemen and grently appreciaste your cour-
tesy in affording me this opportunity.

Sincersly yours,

James Brown, Esg,,
B9 Wall Street,
Hew York City,

Lidaits
'7’ CLK
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June 14th, 1916.

Dear Jim:

It is distressing to learn of your illness.
1 have bben through the mumps and know how unpleasant
the experience is. One of my boys ie just now gquaran-
tined at school awaiting developments, as he appareahly

was exposed recently to some cases of mumps. I hope

he escapes.
Trusting that you will b® around in good

shape very shortly, I am,
¥

Sincerely yours,

James Brown, Esq.,
Box 166, Lecust Valley,
Long Island.

BS Jr/VCM
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Estes Park, Col.,

~ September 4th, 1916.

1S oA
Dear Jimt 1 </\C

Don't gather from the délay in answerinp your letter

of August 4th that it was not greatly agfii:i::f and warmly
welcomeds I have been ebliged to let 4 1lo¥ vf'mail accumulate,

partly because I had no stenographdse for a while,amd then

again, because I was laid up. e going hetter now and

ete. or

had vory//

{
|

way to (lparn is to[go at it, and I am sure they will give every .

draign transrnotions, but the best

ch experien

sigtoxeg in your plan, a2 I have no doubt has been

possibl
;vidonuod élready.
The decision to pay off the first 820,000,000 ecredit
and to arrange a new one was very wise aund I am glad you did it.
It increnses the prestige of the drawers throughout the merket, and
removes the many objsctions to a roundebout renewal arrnngement;
(which some of our friends warned us would be attempted vhén the
elegibility question was first thrashed out.) '
You must not gather from those pictures that Treman

showed you that no businesssis done up here. I have a little

S
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Te James Brown, Esq. Sept. 4, 1916,

office where, later, I hope to get in & lot of work and among
other things where I hope to have opportunity to anever many

letters from you. Fortunately, some of the work of the bank
can be done out here just as well as at home, and that is all
that reconciles me to my banishment. I gannot play golf, ale
though there is a small golf course here; nor have I yet been

able to ride horseback, but I am able to do a Lfttle fishing

and now that the Park is practically emptied touriste and

guests, I‘hope to get out fairly regularly,
i ,  1£\\h the con

ioulties, nall of which

ng theme 0Of course, the loan

bsceribe s sukssxike for

L0 undérétand Mr. Forgan. He certainly

#hat you say about Sir Edwin liolden interests me tre~
mendously. When I was in London,; it struck me that the eold
man wae weakening a good deal on account of illness and the
héréesments of the war. lie has been carrying a tremendous
amount of responsibility without anything like adequate assist?
ance in his bank. I would not be aufprisod at any time tﬁ hear
of his breaking down. In fact, when I was there, he mudéuan
address at the Manchester Chamber of Commerce in which he refer-

red to efforts of American bankers to undermine Lombard Street's
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To James Brown, Esq. Septe 4, 1916,

supremacy end he was so overcome by the mere thought that the
0ld man broke down and wept, all of which wes dealt with by
the prees in a most lurid fashione.

I hope that you mnd your associates in this counspira-
ey to undermine Lombard Street never overlook the faet that the
strongest influence that san be applied is the te of discounts
24 4 in New York agoinst 5% % in London is an drjgument that few
bankers can resiet. Behind thai, how ejs the question of
gold pgyﬁent ;nd if we have a grfgt”ﬁﬁae ef bil omiciled in
New York and the reserve ban!p/',e unsple to do thelr part by

<
\,

making them convertihle on de

© geld for export, we will

lose every bit of the grountheo

/
the war. / ///’- \\\
/

guined by the exigemeies of

f
]
)

I am delighted to hegr from you, Jim, and hope you

take opyéptgggay n;b\aq§ hed 4o write me and keep me posted
7/ s

is doing./—]l mise our meetings st the Metropolitan

on what |
Club v K'nuc‘h. A
ST i

e 2
Tt wermest regards,

Very singerely yours,

James Brown, Tag.,
5UWall Sireet,
New York City.

BS/veu
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PERSORAL .
November 7th, 1916.

Dea» Jim:

I am writing with some hesitation abbut a matter which
we could much better dispose of by conference, let me say in

that connection, that I miss our meetin ions very

much indead.

The question ‘as ariser 1 continue to arise,
as 1o whether our policy in fixing 37on bills of private
bankers has yet been ;ati-f ed out, Thig letter
will explain to you co : 1Yy \the d fficulty. Each of the
e desire to esteblish and main-

twleve reserve banks, ingpired by

tain as complete autono w permits, fixee in its own dis-

cretion its r & for buying bills. We here in New York are only

able to carr structions and do not endeavor to influ=-
ence them in
they authorize us fo buy for them.

In the case of bille acgented by national =nd gtato blﬁkt
where sworn statements are filed with us, all the reserve banke au-
thorize pretty liberal lines. In the case of private bankers, they
establish fairly liberal limes also where they are furnished with
figures. When it comes to the89 firms like your own and‘; lﬂlh.;
of others who give confidential information to the New York Reserve
alone, each of the other reserve banks hesitate first to authorize

any line and, szecond, to do more than authorize a very moderate pur-

chase.

ng the amount or character of the bills lhiﬂh'
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Te James Brown, Esq. Nov. 7, 1916.

The result of this situation is to give the Reserve Bank
of New York an almost unlimited order for bills of national and
gtate banks and narrow margine for these private bankers who have
furnished their statements to all twelve of the reserve banks and
such & restricted margin in tho\eaae of those firms that only give
us their figures that we are roallf not able to them justice in
dealing with their bills.

The Federal Reserve Bank of Ne@ York is sbout 40 7 of

the whole Systém. If circumstances gitated a raction in

our purchases, it would naturally Ye effected first by disgontinu-

ing lines extended to private bankérs agtofding to whether they had

or had not furnished statements and Sme¥itably the burdem would all

fall on tha.ﬂot Yprk bank” ¢ taks care of 211 the bills of those
private bankers who had| npg
banks.
st bankse he System éntaide of Hew York with-
m us have declined to buy any bille 'hiro
they cannot get \stateme I:tn writing this letter, therefore,
to ask you to con whether it may not be desirable for your firm
t0o make arrangements with, say Boston and Philaéolphia, where yéu
have offices so that they slse will have figures and will take the
bills of your firm just as liberally as we will in New York. If
you decide to do that I think I would recommend your doing the same

in Chicage and poseibly Cleveland and S5t. Louis.

)

Federal Reserve Bank of St. Louis e S




To James Brown, Esq. Nove 7, 1916. y

Before discussing the matter at the bank, it might be
well for you to send me an cxprocs;on of your views.
. 1 hope you keep well, busy and prosperous.
"ith wermest regards, believe me,

Faithfully yours,

James Brown, Feq.,
Care Messrs. Brown Brothers Company,
49 Wall Street, '
New York Citye

BS/VCH
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December 4th, 1916.

PERSONAL,

Dear Jim:

Your twe letters of December let havel fuet reached me.

privately with Aiken and RhoaN o¥e the matter is zpproached
of ficially.

I cannot tedX g pRIEciate your letters and
how much I miss oy . with you on mll of these new

problems that seea y now and create new embarrasse

the reserve banks. '

éy own theory of the situafior ig that our security feor
the future 1ies in heving a mase of foreign leans which can b§ ;
hended back with thenks when the time comes instead of the die= .
orderly and disorgenizing export of gold. Of courze, I don't
want to make bzad loesns, but as yet I have net seen any evidsnce

r 3
=

- e

of
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To James Brown, Esq.- Dec. 4, 1916.

They s#ay I am making very good progress out here towards
recovery, but as yet make no promises as 10 the date of my return.
I have put on weight snd think I have gotten the bettier of the

"bugs.s But the last stages of a complete cure of my difficul=

ot r;ached the

ties are always tedious and slow and I hav
point where it is safle to push matiers by tekling active exercisee.

You can imagine how irkesome this is

"armest regards, o0ld man, and many tha?

.

for your letters.

Faithfully

Jamees Brown, Esqe.,
59 %Wall Street, :
New York Citye.

BS/VCN
Digitized for FRASER
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December 4th, 1916. NS \

Dear Jim:
i

Your special delivery letter of De ber lst reached

me lget evening. I have read it with great cine and am unable

to understand exactly your point ia olicy.

you refer, addre were made
werpool
8, Dr. Risser, a well-

£ At the meeting to which

by Jameg H. Simpsen of ths Banl

wasson of the Credit Ly-

ennaig. The last named has ju ted me here for two or three
days'gp his Western to

yemember that

‘kf You must

flict. L ; o 67 the difficulties:

make our rates as uniform ss possible,
out great discrimination between various
ses of bills,

ust encourage the decvelopment of dollar ac-
ceptances by maeinteining rates which compare
favorably with those of London,

4th. #e must make the bill holdings of the recerve
banke their principal source of income and
gufficient to cover expenses and the greater
part of their dividend requirements, -

5th. We must accumulate oulrkgidrefabdm indvinsst it ol
ddaigangicng fomm xivexmarkekx our portfolio
now so that if necessary we can tighten wp
at times by withdrawing from the market,

Digitized for FRASER
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To James Brown, Esq. Dec. 4, 1916.

6th. %e must avoid antagonizing member banks by
keeping our rates too low,

Tthe We must protect the HNew York market against a
a great flooed of funds of the other reserve
banks and c¢an only do so by giving reasona-
ble consideraticn to the view of the banks
for which we are acting.

I think you will realize that there feod for thought

ons point, we have encountered diffic rtain to en=-

counter the ssme difficulty for yes

barragsing when the

exceeds the amount

on is to advance our gate for

I am not at all sure that you are right. Personally,

the New York accepiing institutions or

that the referye-baer 8 a whole, so long as the volume is as.ré-
stricted as it now is, should have no difficulty in meeting any |
aitqation ;hich might arise resulting in a bulge im c=ll money rates.
The difficulty is increased, however,_if we are unable to distrube-
ute all the bills purchased among all reserve banks. I r;fer.par-
ticularly to bills of those private bankers who are unwilfing to

give the necessary information se that their bills sre freely taken

by =2ll twelve of the reserve banks.

Federal Reserve Bank of St. Louis
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Ay
< To James Brown, Zsq. Dec. 4, 1916,

0f course, reading between the lines, I gather that
something has occurred to disturb you im this matter or you
would net have writtem my as ycu have. Please do not hesitate
to take it up fremkly with the officers of the bank.

vany of our difficulties would be ided and the de=

velopment of a resl outside warket for bills w 1d be greatly fa-

cilitated if the New York banke would ir practice of

end would -also-abandon the practige os i i paper.

ent., Your house is one g wich has dealt with this mate
ter in the right way
pate any material advance in

foment . Their investment ac-

*hing by the Reserve Board is certain
in larger gold imports with the likelihood

jes by or after the end of the year. Why,

I hope you also appreciate the difficulty which we en-

counter in dealing Idth‘billé in a merket where endorsements are

not naturally and automatically added to bills by «‘their passing'

habit of endorsing and which have large responeibility.
It distresses me to be absent at = time when so much

of importance is going on, but reports I get from the office
Digitized for FRASER
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To James Brown, Esq. Dece 4, 1916+

really satiefy me that their policy is cafeful and conservative
and one which I believe in the end will bring results.

; T Thank you very much forvwriting me. I awaii your

other letters with interest.

#ith warm regards,

Faithfully yours,

.

James Brown, Esq.;
59 Wull Street,
New York City.

BS/vcH

]
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December 14th, 1916.

Dear Jim:

I was very glad to have your lestter December 10th
which affords me opportunity to add a little th\my letter of the
4th, and which I must ask you to ret cenfidence.

Let me review again the geyen points:

deptandds will eloaclf EPP"”""" .

imate the rete for|¢all loans, whidh is usually "pegged” in an

easy money market ag\2 1 because g

companies '
months

the

s designe
we agree upone.
3rd. This aliko we agree upon except that I do not
think that your ascumption that we have been the only buyer is
correct. I will refer to that later. |
P, . 4th. I think you do not undu-t%twflr there
ﬁ m one central bank, the situation would be very different.

- *ﬁgro are twelve banks, each maenahl: autonomous and most of

\ *“ g : ‘? 1-"# g : - +
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Te James Brown, Eiq. Dec. 14, 1916.

them desirous of earning at least their expenses and something
for dividends. If we undertake to represént all twelve banks
in the New York market and then, having excluded them from di-

rect operations, decline to buy bills in sufficient volume to

give them reasonable earnings, our position i he New York mar-

ket would be lost, they would decline to act t ugh us and the

result would be far more serious, so f are concerned,

hardly applies to operations anks in a bill market |

which is in its infancy.:

5th. This tly failed to ron'om'
Until the last few defs, the Federal\Reserve Bank of New York
hes been eﬁrrying g ive million dollars of

bills. Raisi our \r'g B g these bills on the market |

as they ms he slightest effect on the market

because large enough. Again you are dealing

with & correct enough = whereas, we are deal=-

ing with al ion. When we get $100,000,000 of bills
in our portfo withdraw from the market by raising o?r ratei;

it will have some reallymarked influence in addition to tﬁe'sentio
mental influence, but ai present the volume is too small to make 5
any.real change in our market conditiéns. Furthermore, the other
reserve banks which we are feeding with bills from the NaihYOrk |

mar ket are not yet strong enough in earnings to be wvery gracious
about making this sacrifice unless necessity can be shown.
Digitized for FRASER
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To James Brown, Esq. Dec. 14, 1916.

6the What you say is right enough and that is where
the conflict arises betwsen the interests of the: reserve banks
and the interests of member banks.

7the We agree about.

My criticism of your position is tRat you are looking

at this matter entirely through the eyes of a\man who understands

the rules of Lombard Street where th 11y five hundred

of that volume of bills, in phink you fail to consider

that there are two obje ted by the operations of the

gl Philadelphia. Thip country

We m@pet use the banking machinery of other na-
e must make it necessary for the other
rse. There is just one way to do that,
viz: to make it profitable for him by keeping rates down. I

do not mean by that such asbnormally low rates &s would 'make us
the only buyer, which is far from being the case, but such steady

rates at levels with which Londen .cannot compete,that drawers of

bille in South America and the Easi really cannot afford to draw

on London as against New York. You probably do not realize that
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To  James Brown, Esf. Dece 14, 1916.

the reserve banks are purchasing probably less than one=third
of all the bills now being drawn and that this proportion will
continue to decresse as the volume increases. I heve maine=

trined end expect to continue to maintain the policy, if possi=

ble, of keeping a steady and fairly low rate r bills so as tao .

encourage the development of volume; otherwise\we will never

have a bill market. Do you realize ' ago, there

could buy? Thereas, to=day I es. When
I refer to creating velume,
but volume in nemes and numbe biors and the greatest in=

ducement for the use of exchange is to make it

foréign bankers. We have credit to sell;if we keep the price of

that credit low enough other money centers cannot compete with us.
~ The second consideration, subordinate'to thé.firrt and

somewhat conflicting with it, is te sroaden the market an; devel-

op & very large number of buyers of bills so that a surpldﬁ
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To James Brown, Esq. Dec. 14, 1916.

supply can always be promptly distributed. As to that, I have
not the slightest concern for it is absolutely within our con-
trol. ‘There are to-day nearly 30,000 incorporated banks in the

United States in sddition to all the private bankers, all of which

are potentially bill buyers. The houses no eeling in bills

are ecirculsrizing every bank in the United Styi\es and according

to my ohservation, they would have noadifficul in distributing

slightest
active.
sescrifice
contented
ceptances await the dovelop=-
think you should, that
cdountry for such bills the

ypu know, for instance, that

s0 Se—de—"duthorize savingn banke in New York
buy such billdhas aré eligible for reserve banks to buy?
end a similer an is under way in Hassachusetts. The

and overlook neceseity for developing drawings.

In conclusion, let me say that this si@uation.boils down
to & conflict of interest between the bankers who open credite and
accept bills and whose businese will grow very rapidly so long as

our discount rates are very low, and tgt'zntorosts of a.great hédy
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To James Brown, Fsq. Dec. 14, 1916.

of banks that would like to buy bille if the rates were higher.
Take my word for it that the first step can only be succesefully
taken by keeping low rates snd the second step will come slong

automatically.

Pleasge pardonm this essay. I want u to know exactly

my position, want the benefit of your criticis and if I am wrong

out if my influ-

James Brown, Esq.,
59 Wall Street,
New York Citye
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James Broam
59 Wall Steeet

Neto Work

As reguested in your letter of

- 2 aa - . — o oA T A wrd = - ~Y Nad 'H »
let inst., I hand you herewith check for $92.14,
my share of the expense for the private car
used on our recent trip to Washington.
o ¥
VA0S  TF S TS +ensa vy
J-'.'L i L "I "»‘& L'.' L‘"lv' , %
Ran 1 Q demn ™ P Tan o
L8NJe wTTONE, JYle, 4EJe,
14 Wal g "
16 Wall Street,
1 » Vawrls 34+
yew York Citye.
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Janes Brown

59 Wall Steeet

N . September 14, 1914.
S e w\k‘ A‘ ,\9\\)(

EFERS ON A L:

Mr. Benj. Strong, Jr.,
Precident, Bankers Trust Company,
16 Wall Street, New York, N. Y.
Dear Ben:
I was very much disturbed the other day to hear

from you that at the last meeting in Washington there was

some dispositian on the part of the Federal Reserve Board
to feel, now that short tem notes issued by the City of
New York, end held in London, were to be teken care of by
the shipment of gold or exchange, that the need of the
proposed syndicate which was to be formed for the purpose
of creating an exchenge fund of $150,000,000 hed passed.

I canmnot understand the basis on which this idea
has taken hold of the Reserve Board, and think there must
be some miseprrehensione.

The syndicate formed for the payment of the debt
of the City of New York sgrees to provide $82,000,000 in
exchange or gold for the specifiec purpose of paying the
revenue. warrents as they come due. Assume for a moment
that gold would have to be provided for the whole smount.
Hot one single dollar of exchange would be created _ggainst
this gold. It would be shipped to Ottawa and the corresponding

amount would be disbursed in London and Paris to holders of

New York City warrants.
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Assume for a moment that half the amount ie

O provided in gold and half the smbunt provided in.exchange.
Jot a dollar of exchange will be drewn ageinst the gold,_
a8 instanced above, and the amount that is provided in
exchange Wiil meke &additionel demends on the New York
exchange market, and is likely to absorb for the next
8ixty days all the exchange created by grain bills and
other exports.

| instead, therefore, of meking the proposed ex~

chenge fund unnecessary, it really mekes it more imperative.

If the demand for exchange for the New York Gity payment
should be as I describe, end of this I have good reason
to believe that it will be, %here would not be left a pound
of exchange that could be purchased by the merchants of
New York and the various large importing centers of this
country for remittance in payment of their, at present,
overdue obligations under the English moratorium. -

The figures recently requested by the Clearing
House Committees in New York, Fhiladelphia and Boston‘have
placed those committees in & position to know what the past
due indebtedness to England of the merchents in these
centers is at the present time; also, what nearby meturities
gmount to.  The payment of the New York City warrants
held in London and Peris will, if is true, createﬁa more‘

favorable sentiment toward the United States, but sentiment

will not pay acceptances pest due and reaccepted under

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




-

moratorium. Until means ere provided for the merchants

of thie country to send gold or exchenge in payment of
their obligations, the London Merket will mot relex toward
U Fhe moment that partiel settlement is made on account
of these acceptances, England will be willing to open frésh
eredits that will meke it unnecessary for ué to pay the
balances for some time, and they may then be paid through

shipmente of grain end other exports. l

I doubt whether it has occured to the Federal

Reserve Bosrd that at the present moment banks and insti-

tutions and private benkers in this country whose commercial 1
i
credits on London are readily negotiated in the Far East |

I

and 211 over the world are being discriminated against,

bedause the London &génte or Houses of the American issuers
have been obliged to avail of the moratorium, and that these
commercial bills of exchange have been réaccepted insteéad

of having been paid. The discrimination referred to results

in & very substantiel diminution of the. imports into the

United States for some time to come, with its resultant

effect on the Governmental revenues. It also indirectly
prevents the free opening, in England, of credits in this
country for the purchese of grain and other exporte, and, |
to that extent, diminishes the supply of exchange on London ;
in New York. This whole situation will be changed over night '
by the formation of a $150,000,000 gold exchange syndicate, |

and the immediate shipment of a moderate amount of gold,
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specifically for the settlement of the obligations of
eur merchants. The moment this move is made, and the
first shipment. reaches Ottawa, and the syndicate begins -
to offer exchange, I am convinced that the tension in
England will relax, and that credites will be 'opened to
an extent that will create more exchange than the mer-
chants will need.

I do not want to bore you with a lot of argu-
mente that you are probebly thoroughly conversant with,
but there is one more point which I wish to call par-

ticularly to your attention. The original moratorium

was dated August 4th, and ran until September 4th. This
moratorium was partiafly extended (entirely as to
bills of exhhange) until October 4th. Today is the
fourteenth of September, end there is very little time -
remaining bYetween now and October 4th, to work out
details of & plen to enable the merchants to begin to
cover their acceptances under moratorium on QOctober 4th.

You, of course, know I have & partner on the Board of the
Bank of England, with whom I have been in constant cor-
regpondence by cable and letter. Quite between ourselves
the Bank and the Government feels so strongly that this v
country is holding baek ite gold unnecessarily that I
ghould not be surprised if the present moratorium should

not be extended on QOctober 4th. If exchange is not

available between now and then to meet obligations then
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due, the situation for our merchants will be embarrassing

the extreme. There are millions of dollars accumulated
deposit in the banke of this country, now waiting to s

transferred to England. Qur merchants will be sgolvent

fer as this country is concerned, but if they cannot

meet their foreign debts at that time their credit will /

/!
irreparably injured, even if bankruptcy does not follow,

and it will teke & gemeration or more to live down the

consequences to them and to this country at large.

As having a most direet beesring on this whole

/) subject I enclose & condensation of the English moratorium

ag

get forth in the English Gazette, excluding matters

that have no bearing on Americam merchants; also a digest

of matters of interest to American merchants in connection

with moratorium on time drafts in Great Britain snd Ireland.
I also enclose the officisl publications from which this
condensation mentioned above is taken, which, howevef, is
my file copy, end which I would like to have returned

after you have finished with it.

L osr g very t1§“: »
Clltcee

(ENCLOSURES )
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CONDERBATION OF THE ENGLISH MORATORIUM AS - 1
SET FORTH IN CLIPPINGS FROM THE OFFICIAL GAZETTE
SHOWING ONLY mms ING AMERICAN MERCHANTS

WHEREAS 1t is eXpedlent —gerfain bills of

Exchange should be postponed,
We do hereby proclsim: If on the presentation for payment of

a bill of exchange other than a cheque or bill on demand, which
hag been accepted before the beginmning of the fourth day of
August the acceptor re-accepts the bill, that bill shall, be
deemed to be due =nd be paysble on & date one ocalendar month
after the date of its original maturity, and to be a bill for
the original amount thereof increased by the amount of interest
thereon caleculated from the date of re-acceptance to the new
dato of payment at the Bank of hshna rate current on the date
of the re-acceptance of the Bill,

In addition to the provision already made by Our Proclamation,

second August relating to postponement of payment of certain bills

of exchange.

> do hereby proclaim: Save as hereinafter provided all payments
due before Fourth Imlubor in respect of & chegue or bill on &md
drawn before the Fourth August, or in respect of any negotisble
instrument dated beforc that time or in respect of any eontr:et

mede before that time, shall be due one calendar month after payment

-

originally became due,or on the Fourth September whichever u the
later dete, payments so postponed shell if not otherwise oarrytu
interest,and if specific demand is made for pesyment and payment is
refused, carry interest until payment as from the Fourth August,
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if due, before that day, end as from the date on which they become
. 4¢ if on or after that dey, at the Bank rate current on the
Seventh August.

THIS PROCLAMATION SHALL NOT APPLY TO:
(5) any peyment in respect of any debt from any person resident
outside the British Islends,
| lst SEPTEIGER 191
PROCLAMAZLIQN.

VHEREAS, We have issued Proclamation in relation to the
poatpbnemﬁ of payments,

WHEREAS, 1t is desirable in the best interests of Our Realm
at the present juncture that all persons who can discharge their “
lisbilities should do 8o without deley, but it is st the same
time for certain purposes expedient that wﬂm&m should

be varied,
(1) Our Proclamation, second August, shall have effect as if

the period of two calendar months were substituted therein for
the period of one calehdar month, and the sum mentioned in any
form of re-acceptance thereunder shall be deemed to be varied
accordingly without the necessity of further re-acceptance,
(2) Ouf said rriochut&u, shall have effect as if the fourth
day of October were substituted therein for the fourth day of
September therein whereverthat date occurs, snd as if two calendar -
months were substituted therein for one calendar month,
FROM:
T
itizsd br FRASER Published by authority.

ttp://fraser.stlouisfed.org/
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DIGEST OF MATTERS OF INTEREST TO AMERICAN

drafts paysble at 1 day after sight, 30-60, 90-120 days
or any other period after sight if they have been sccepted
before August 4,1914, need not be paid when due, but when
due may be re-accepted payable one month later, plus a
monthe interest at m Bank of Englandy minimum rate of
interest on the day of re-acceptence., This rate was 5%
for most of the month of Augusts.

PROCLAMATION AUGUST 6, 1914: Excepting eleven
classes of payment specially mentioned extends the

" Moratorium in & measure to cheques or drafts on demand

or contracts mede before August 4, THis expired Sept.4th,
and wes not extended , It specifically says thaet the
Proclamations do mnot apply teo debts owing by any person
outside the British Islands, |

ROCLAMATION SEFT, 1st: dinsists that all persons
who can discharge their debts should 3o so and extends the
Proclametion of August a‘:ﬁmly,ane‘bhsr month,
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FROM. L_O/\j NDa N G- A 1ET—T,.E_

Pobloobcd
TUESDAY, 4 AUGUST, 1914 (255205020

L
——

By Tue KING.
A PROCLAMATION

For PostroNING THE PAyMENT OoF CERTAIN BILLS OF EXCHANGE.

GEORGE R.L

, '\\ HEREAS in view of the eritical situation in Europe and the financial difficulties
1 caused thereby it is egethent that the payment_ of certain bills of exchange
| should be postponed as appears in this Proclamation :

Now, 'IHEREFORE WE have thought fit, by and with the advice of Our Privy Council,

to issue this Our Royal Proclamation, and We_do hereby proclaim, direct, and ordain as
follows :—

on_demand, which_has been accepted before the beginning of the fourth da '
nineteen hundred and fourteen, the a,cce%)tm re- acce;igng the bill. by a declavation on the face
of the bill in the form set out hereunder, that bill shall, for all purposes mcludlncr the
liability of any drawer or indorser or any other party thereto, be_deeme

payable on a date one calendar month after the date of its orlggnal ma;um,y 1nsl;ead of on
the date of its original maturity, and to be a bill for the original amount, thereof increased
he amount of interest thereon calculated from the date of re-acceptar

|5 payment at the Bank of Eng
of the Bill.

Form of Re-Acceptance. l

Re-accepted under Proclamation for £ (imsert inereased sum).

Signature

Date

Given at Our Court at Buckingham Palace, this second day of August, in the year
of our Lord one thousand nine hundred and fourteen, and in the Flfth year of

Our Reign.
GOD save tHE KiNG.
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6190 THE LONDON GAZETTE, 7 AUGUST, 1914.
At the Court at Buckingham Palace,

The 6th day of August, 1914, .
- By Tuae KING.

A PROCLAMATION

For EXTENDING THE POSTPONEMENT OF PAYMENTS ALLOWED TO BE MADE BY THE
PROCLAMATION OF THE 2ND AucuUsT, 1914, To CERTAIN OTHER PAYMENTS,

" GEORGE R.L

‘ ‘ T HEREAS under the Postponement of Payments Act, 1914, His Majesty has power by

Proclamation to authorize the postponement of the payment of any bill of exchange |

or of any negotiable instrument or of any other payment in pursuance of any contract to
such extent for such time and subject to such conditions or other provisions as may be
specified in the Proclamation :

And whereas it is expedient that provision should be made for the purpose of such
Sost onement of gayment in addition to the provision already made by Our Proclamation,
ated the second day of August, nineteen hundred and fourteen, relating to the

postponement of payment of certain bills of exchange.

Now, THEREFORE, We have thought ﬁt,v‘téy and with the advice of Our Privy Council,
to lissue this Our Royal Proclamation, and We_do_hereby proclaim, direct, and ordain as
follows : — : -

Save as hereinafter provided, all payments which have become due and payable before
the date of this Proclamation, or which will become due and payable on any day before
the beginning of the Fourth day of September, nineteen hundred and fourteen, in_respect
%ﬁ any bill o% exchange (being a cheque or bill on demand) which was drawn before the

eginning of the Fourth day of August, nineteen hundred and fourteen, or in respect of f
any negotiable instrument, (not being a bill of exchange) dated before that time, or in |

respect of any contract made before_that time, shall be deemed to be due and payable

on a day one calendar month after the day on which the pﬂyl_n_eyuﬁ%m@ﬂ;_lm&m
and payable, or on the Fourth day of September, nineteen hundred and fourteen,

whichever is the later date, instead of on the day on which the payment originally
became due; but payments so postponed shall, if not otherwise carrying interest, and
if specific demand is made for payment and payment is refused, carry interest unti
ayment as from the Fourth day of August, nineteen hundred and fourteen, if they become
ue and payable before that day, and as from the date on which the e due and

payable if they become due and payable on or after t%Ft day, at the Bank of England rate

'

|

|

urrent on the Seventh day of August, nineteen hundred and fourteen; but nothing in ¢

this Proclamation shall prevent payments being made before the expiration of the month |
for which they are so postponed.

(1) any payment in respect of wages or salary ;

(2) any payment in respect of a liability which when incurred did not exceed
five pounds in amount ;

(3) any payment in respect of rates or taxes ;
(4) any payment in respect of maritime freight ;
(5) any. ent in r any_d.
British Islands, or from any firm, company or institution whose principa
place of business is outside the British [slands, not being a debt incurred in |
the British Islands by a person, firm, company or institution having a

})Lisinéass establishment or branch business establishment in the British
slands. '

i

This Proclamation shall not aBEly ti0i s t
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THE LONDON GAZETTE, 7 AUGUST, 1914. 6191

(6) any payment in respect of any dividend or interest payable in respect of
any stocks, funds, or securities (other than real or heritable securities) in
which trustees are, under Section One of the Trustee Act, 1893, or any other
Act for the time being in force, authorized to invest;

~(7) any liability of a bank of issue in respect of bank notes issued by that bank ;

(8) any payment to be made by or on behalf of His Majesty or any
Government Department, including the payment of old age pensions ;

(9) any payment to be made by any person or societ{ in pursuance of the
National Insurance Act, 1911, or any Act amending that Act (whether in the
nature of contributions, benefits, or otherwise);

(10) any payment under the Workmen’s Compensation Act, 1906, or any Act
amending the same ; : :

(11) any payment in respect of the withdrawal of a deposit by a depositor in a
trustee savings bank ; ,

Proclamation dated the Second day of August, nineteen hundred and fourteen, relating

Nothing in this Proclamation shall affect any bills of exchange to which Ol;?
to the postponement of payment of certain bills of exchange applies. =

Given at Our Court at Buckingham Palace, this Sixth day of Au%lust, in the year

of our Lord, one thousand nine hundred and fourteen, and in t

e Fifth year of
Our Reign.

GOD save 1HE KING.
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TUESDAY, 1 SEPTEMBER, 1914.

By meeE KING.
A PROCLAMATION

ARYING the Proclamations in respect of

the Postponement of Payments, dated

respectively the second day of August, the

sixth day of August, and the twelfth day of
August, nineteen hundred and fourteen.

GEORGE R.I.
WHEREAS under the Postponement  of

Payments Act, 1914, We have power, by Pro-"

clamation, to authorize the postponement of
the payment of any bill of exchange, or of any
negotiable instrument, or any other payment
in pursuance of any contract, to such extent,
and for such time, and subject to such condi-
tions or other provisions as may be specified in
the Proclamation :

AND WHEREAS, in’ pursuance of that power,
We_have_issued Proclamations in relation to
the postponement of payments due before We
were in a state of war or due in respect of con-
tracts made before that time, dated the sixth
day of August, and the twelfth day of August,
nineteen hundred and fourteen; and on the
second day of August, nineteen hundred and

fourteen, We also issued a Proclamation
which is confirmed by the said Postponement
of Payments Act, 1914, and is deemed to have
been issued under that Act:

Axp wHEREAS, under the said Act, We have
power to vary, extend or revoke, any Proclama-
tion under that Act by a subsequent Proclama- .
tion :

AND WHEREAS it is desirable in_the best
interests of Our Realm at the present juncture
that all persons who can discharge their la-
bilities should do so without delay, but it is at
the same time for certain purposes expedient
that Our said Proclamations should be varied
as hereinafter appears:

Now, THEREFORE, We have thought fit, by
and with the advice of Our Privy Council, to
issue this Our Royal Proclamation, and We
do hereby proclaim, direct, and ordain as

. follows : —

1. Our said Proclamation, dated the second
day of August, nineteen hundred and fourteen,
shall have effect as if the period of two calendax
months were substituted therein for the period

of one calendar month; and the sum mentioned

in any form of re-acceptance thereunder shal
be deemed to be varied accordingly without the |
necessity of further re-acceptance..

# 2. Qur said Proclamation, dated the sixth
day of August, nineteen hundred and fourteen,
as extended by Our said Proclamation, dated !
the twelfth day of ‘August, nineteen hundred
and fourteen, shall have effect as if the fourth
day of October were substituted therein for the .
fourth day of September therein wherever that
date occurs, and as if two calendar months were
substituted therein for one calendar month.

3. Nothing in this Proclamation shall affect |
the payment of interest under the Proclama-
tions extended thereby, or prevent payments
being made before the expiration of the period
for which they are postponed.

Given at Our Court at Buckingham
Palace,  this first day of September,
in the year of our Lord one thousand
nine hundred and fourteen, and in
the Fifth year of Our Réign.

Gop Save THE KING.




Jances Browme

59 3all Street

Netr Hork

September 16, 1914.
P ERS ONAL:
Mr. Benj. Strong, Jre.,
16 Wall St., New York City.
Dear Ben;
Referring to my letter of the 14th and yours
/
of the 15th, let me guote the following telegram to one
of my London partners:;
"Can you state with any degree of
uracy emount of United States bills
eztended under ror»*orlum and percentage
of United States bille to the total in
moratorium,”
and the reply reading:
"Impossible obtain reguired
information."
I teke this opportunity of enclosing & copy of
. . ,,
the official notice of the Bank of England to diseconnt
2 < '’ ), £
pproved bille of exchange, etc., followed by a comment
in the London Statist on this subject,- all this in ref-
erenge to our conversation at lunch the other day.
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”Quwtxmﬂmmi on the application of
4th day of August, 1914, to discount at any time before its due
date at bank rate without recourse to such holder, and upon its
maturity the Benk of England will in order to assist the resump-
uuauu—nu-mmbmm.-
wmm-ﬁcm_-,mm
mhmmunwwﬂmm
Arrangements will be made to carry this scheme into effect so as to
preserve all existing obligatioms.

The Bank of Emglamd will be prepared for this purpose to
approve such bills of exchange as are customarily discounted by
them, and also good trade bills and the acceptances of such foreign
mulﬂlﬁuﬂﬁn—nuﬁmnu

(o ""'Buumn-m—u--nmm
cluded by the Chancellor of the Exchequer with the Bank of England
211 bills not met at meturity cam be remewed, or,rather, thet pay-
ments in comnections with bills for which funds have not been re-
ceived by the accepting houses from their clients can be indefinitely
postponed, and that the accepting houses are thus sefeguarded sgeinst
demands for payment of bills tht csmnot be collected for the amoumt

igitized for FRASER @

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



N~ ‘w:ﬁfuw_' : At Oyeter Bey, Long Islend, N.Y.
Neto ork November 8, 1914.

Ben jamin Stro rgw(:_Esq. s
Governor, Federal Reserve Bank of New York,
62 Cear Street, New Yok City, N. Y.
Desar Ben:

Only the other day I reccived the enclosed pamphlet,
entitled "Wer and the Finencial System", from Captein Montagu
Nomen, my partner, and & Director of the Benk of Ezglénd. |
After you have read it, will you send it t® Mr. Thatcher 1.
Brown, at 59 Wall Street?

I send it to you at ,ome.beoanse of its bearing on
our recent revort to the Federsl Reserve Board and the
Secretary of the Treasury, end because it contains & running
account of the financigl emergency measures' taken on the
other side, shorn of their dull, legdl phraseology.

What is particularly striking is the lack of co-
operation on the @ rt of the Joint Stock Banks with the Bank
of Englend during the first part of the crisis, which comes
as a su:gprise to me, ard I think will be to you. At this
distence one had supposed thet the "0ld Lady of Threadne_edle
Street" and the Joint Stock Banks had been working in entire
harmony. It would sean as though, notwiths tanding the dis-
jointed rmeture of our system, the banks in this couvhtry had

- co-operated much more cordially then the Englich banke, and,
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4
in bringing this about, I feel =ure that you are one of
)
- the few that are entitled to great credit.
/1 The pamphlet is really extracted from the

‘ Economic Journal of September, which is a bulky production.
The author is a professor of ecohomics, and an extremely
clorer man, who has been recently acting as a sort of adviser
to the Govemment, especially on Indian Currengy ’questions.
Captain Normsn says thet he writes from en independent
stand,po\inb,' and without prejudice.

Yours very trnly,

3%
/M— %‘4//(/1/\./

\
\
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%RQWN BroTHERS & C°,

\NEW YORK, PHILADELPHIA, BOSTON,
O BROWN, SHIPLEY & C°, 59 WaLL STREET, NEW YORK

LONDON TeLePHONE HANoVER 5140

November 13, 1914.

Benjamin Strong, Esge,
62 Cedar Street,
New York, N.Y.
Dear Sir:-
In the absence of Mr. James Brown, and
in accordance with his instructions, we enclose here-
with cheque for $11.78, covering Mr. Brown's share of

the expenses of your trip to Washington.

(Enclosure)
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November £4, 1914,

NOV 25 1914 g;%?ﬂ“

Benj. Strong, Jr., Esd., A | ;
Governor, Federal Reserve Bank of llew York,
62 Cedar Street, llew York, U. .
Dear lir, Strong:

I beg to acknowledge receipt of your
letter of November 20th, to Mr. Brown, eanclosing copy.
of letter of same date to Hon. W. G. lcadoo, Your
letter has been forwarded to Mr., Brown, in Zurope.

Respectfully,

4 a/v/<.
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RETURN OF SIR GEORGE PAISH.

A

(FROM OUR OWN CORRESPONDENT.)

WASHINGTON, Nov. 22.

Sir George Paish is returning to England this
week in order to consult with the British Government
and bankers about: the proposals for dealing with the
international money situation pub forward by
American bankers nearly three weeks ago.

‘While there is some disappointment  that after
so much delay London is still unable to make up
its mind, it i3 recognized that even if the proposals
come to nothing the visit of Sir G. Paish has been
far from fruitless. It has brought Washington, New
York, and London into closer touch than any amount
of official correspondence could have done.

(FROM OUR CORRESPONDENT.)
OTTAWA, Nov. 21.
Mr. While, the Finance Minister, left for New York

to-day to meet Sir G. Paish to discuss financial
problems affecting Canada and Great Britain.

TRAFFIC RECEIPTS.
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DAY N
BELVIDERE BROOKS, VICE-PRESIDENT

+RGE W. E. ATKINS, VICE-PRESIDENT NEWCOMB CARLTON PRESIDENT : E

RELEIVED AT
22 NY X 44 COLLECT COLLECT BLUE 3EX
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LONDON DEC 5 VIA GREENMVICH CT DEC 6,176 'F‘

BENJAMIN STRONG

903 PARK AVE  NY

.' DAVISON TRYING GET ME C‘MNGE CREDIT SCHEME TO CASH SCHEME

HAVE NO OBJECTIONS BUT- CANNOT FATHER HIS INRENT WHAT 1S
H18 STATUS DOES HE REPRESENT STRONG ‘.*IIGG!N.VIEWS HAVE THEY

CHANGED REPLY FULLY AND |IF IMPORTANT CHANGE SITUATION REPLY

JAMES BROWN | . \ %
’ : \/ Vax,a\//\_,

“

ITZ

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




ANGLO -AMERICAN
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it SONAI l‘hll!;
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L i
NEWCO'MB\CARL,TON PRESIDENT
GEORGE W. E. ATKINS, VICE- Pnzaquux e. g BEL‘VlDERE BROOKS, VICE-PRESIDENT

Received at 16 BROAD STREET, NEW" Y{}RK . b

CN X NS8S=17/8 e ]

NYK
YOURS RECEIVED L OF HIS FIRMS ASSISTANCE THERED TODAY
AS RESULT OF TALK WITH ENGLISHMEN ON OCEAN LATTERS BO0SS AWAY
) T BUT
ITTE POSITION IS CLEAR T0 F1I CIAL THORITIES AGREED
| TH VIS TH/ 0 CHy E \D Y RESULT OF HI
-V F T; (9 @ | i e : (9 | ol ¥ ’; v iTu c rd v\hL
JAMES BRO
.

itized for FRASER

/[fraser.stlouisfed.org/
eral Reserve Bank of St. Louis S




e T WS wE
TR -morn A FoNceo

- J . I..' i
e e ) mf w;m THIATE TAOAL Al 5 Bl
-|;|-l'i " R L i - _

:: "ﬁ'l' .
; |

; mumnv ,ih':n:ujla I?Iul ?_i,

r ¥

|1q Ju'r uavuasn .,mc"r
B anmg MAZI0 W HMl.m 13 H‘rl\“ WAT 70 Tuizn dm.' .r

Tug WRITT Y4 340938 1 338 mg_um 13_}3}.:_-;4 [

- 5 .
e
- PR

r FRASER
er.stlouisfed.org/
xserve Bank of St. Louis




sa Wl Syt February 15, 1915.
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Dear Ben:
Will you have someone hand the
bearer three copies of your recent ruling

with regard to Acceptances? "

Yours very trul
'/QQ55£4¢4;

m

Ben jamin Strong, Jr., Esq.
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Nets Yok February 18, 1915.
".

FILING DEPT.
FiB 201315

FEDERA" TESERVE BANK

Mise Ve Co McLaren,
Secretary to Benj.S8trong, Jre.,Esq.,
62 Cedar Street, lNew York, N. Y,
Dear ladam; rd
Nr. Jemes Brotm wishes to thenk lir. Strong
for the three copieﬁzéf Regulation Noe 5, in re bank-
| ' ers' acceptancii;/éeoeived.with your letter of the
'
17th inst.

S Yours truly,

P.S. '
Have you yet returned to Mr.Brown

the pamphlet "War and Finance"? 8ee

your letter of December 14th.
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Tf‘;ﬂmn Browm
59 Wall Street
Neto Pork

PERSONTAL.

Dear Ben:
I am reminded, on looking over the Bank
of England's statement in the Ottawa paper this
morning that up to the time I left New York, on
Tuésday, you had not returned my Bank of England
'historic statement. The comparisons are now getting
interesting, and I hope that you will have completed
your own copy, and be able to return it to me the
firet part of the week. £ shall be in New York
again on Monday morning.
I am out here for some fresh air and a
change in scene. There certainly is lots of fresh
air, and plenty of scene. Hockey, sking, and sundry

other sports are the work I am doing. I shall be a

new man by the time I return.

Yours very tﬁ%
. ‘ &Y dlé(/w =T

\ w . - J
2 £
1/ Y4l £
b Mectu | e ey
/ WA RZ Y Ve W 14 e
6’ §f VJ fre g s & %
[J-’("M 4
___.—Behj. Strong, Hr., Bsq. vih T Set®™
' k”‘; / f’ " ['.“‘/.
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wames Brown

59 Wall Street

Neto Park May 65, 19165.

//Mouﬂ.ﬁ— 'q‘{lbd ‘:-

Dear Ben:
The enclosed clipping is from the New York

Sun of this morning. I am wondering what my firm

has done to be excluded from a meeting of this kind

when three other international firms were represented.

Youre very truly ,!g
Lty 7

Benj. Strong, Jr., Esq.,
62 Cedar Street, New York City.
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wantes Brohy
59 Wall Street

R May 5, 1915.

/M 2. 4{16 T,

Dear Ben:
The enclosed clipping is from the New York

Sun of this morning. I am wondering what my firm

has done to be excluded from a meeting of this kind

when three other international firms were represented.

Yours very truly ,!%
Ltr :

Benj. Strong, Jr., Esq.,
62 Cedar Street, New York City.
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NEW YORK MORWING SUN, WEDNESDAY, MAY 5,1915.

Ny
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cantes Brown
ﬁ@t%ﬁfz“‘ December 11, 1915.

Benjamin Strong, Esg., ,
Governor, Federal Reserve Bank ¢f New York,
New York, N. Y.

Dear Ben: /
/
I am in receipt off your letter of
December 10th, and am writ

/
C. Norman today, enclosidg copy of your let-

ng to Mr. Montagu

ter, and asking him to,érepare the memorandum

g

Yo;"rs very t%; %
vf “Le

suggested.
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£ Browre
5o Mol Stoest Januery 21, 1916.
o Netw York

Dear Ben: Yf@;
6
I enclose two letters of introduetion,
which I sincerely trust you will present.
I am dropping & personal line to lr.
james Leigh Wood, who I hope you will find at the
office when you calle. You will find him a
mogst attractive and lovable fellow, and & man of
grest abi}ity. although'npt originally trained
in the commercial end of our bﬁsiness, and there-~
fore not as competent to give you information on
discount and acceptance matters as lontagu C. Normen.
Wood, however, is perhaps closer in touch with
generel market conditions in London than Norman,
end talks with him will give you an opportunity to
lock st the other side of the picture.

Very truly

Benjamin Strong, Jr.
62 Cedar Street,
New York, N. Y.

Esq.,
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o1
”gggﬁhﬁma ' February 26, 1916. /Lw
Net Pork

Dear Bén:

Just 2 line to let you know that thefe is now
no chence of my crossing the water while you are on the
other side. In one way I am relieved that it is not
necessary, and, on the other hand, I regret the 0ppor?
tunity that I will lose of being there with you, and ex-
changing views on the spot. I know you are having
an interesting time, and I éincergly hope that you are
getting some rest and recreation. 48 the BEnglishman
says, I am, as usual, "going strong”, and while the nego~
tiations of whiech I spoke to you are still in the preliminary

stage, they are moving to my satisfsaetion.

Sincerely yoE;
ﬂéﬂéu C\

Benj. Strong, Jr., Esq.,

C/o Messrs. Morgen, Grenfell & Co.,
London, England.
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lir. J. H. Tritton. (Barelay & Company Ltd., London,Englend)

" In the "Journal™ the figures of the Imperisl
Gold Coin held by benkers, including the Bank of
England, on the last week-day in June have been
published from 1907 to 1913.

For Tuesday, June 30th, 1914, the Chancellor
of the Exchequer has been good enough to supply me
with The detailed figures, and also for Wednesday,
June- 30th, 1915, as follows:

1914, . . ¢ ¢ ¢ ¢ s s s o 4£82,794,963
1916. « « « « ¢« &+ + « ¢ . .110,188,109

In giving this informetion to the House of
Commons on December 6th last in round figures he
added that the Deputy lMaster of the llint estimated
an additional £75,000,000 to be in circulation on
June 30th, last year. The marked increase in this
country's gold in the banks from £33,000,000 in 1907
to £110,000,000 in 1915 is particularly gratifying
to one who has consistently advocated the necessity
of larger gold reserves. "

The increase to which Mr. Tritton refers is so
striking that we append the figures sinee 1907, when
the return was Tfirst made: ’

Year Day of Week Amount
1907 " Saturday £53,296,802
1908 Tuesday 50,369,167
1909 Wednesdey 49,221,074
1910 Thursday 44,214,173
1911 Priday 54,009,977
1912 Saturday 60,640,681
1913 londay 69,524,127
1914 Tuesday 82,794,963
1915 Wednesdey 110,188,109

These figures are exclusive of gold bullion
end foreign gold coin. -

The above copied from "Journal of the Institute of Bankers, February

Digitized for FRASER 1916 issue, part IT vol. EXXVII
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2 _ps daroton /(? .
T Aiall Street O #
New Pork «%ﬁalmmw'%lmy.LJ.,MQ?4,1%5
Sfﬁ 77
o | (1 & . '
/] 6
Dear Ben:

I was reminded very strongly of you the other day
when I called at the Federal Reserve Bank of Nlew York to
discuss a new proposition, and while IlMr. Tremaine (I think
that is his name), the Acting Governor, Mr. Curtis and
Mr. Xinsel were very cordial and evidently anxious to fa-
ciliaté new acceptance business as far as they could, I
missed your perception and ready comprehension, and the ap-
proval which was accorded to my suggdstions, while cordial,

was not as satisfactory to me personally as yours would have
been, because I had a feeling that perhaps the gentlemen I
was talking to might not have understood the proposition
thoroughly.

Mr. Tremaine and I have had several talks together
8ince then. I 1ike him. He is frank, and does not wetend
to understand the intricacies of the acceptance business;
neverthelegs, his Julgment is exceedingly good. [

This reminder of you is almost a month old, dut \
elthough I intended every Sundey since then to drop you a
line my mind has been so fully occupied that I could not
do so. Todey being the fourth of August, and the Anniversary
of the day on vhich England declared war on Germany, I am
again reminded of you and the important part that you hegan

on the first of August and continued to take with unguestioned

itized for FRASER
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credit to yourself from that day until you were obliged to
leave New York for your health. I
Mr. Tremaine read me extracts from & letter from
you, which interested me greatly, and showed me the photo-
graphs of your cottage not far from the hotel in the National
Park in the Rockies of Colorado. I am not going to talk A
business to you, because the surroundings that I saw in the Kf
photographs do not lemd to it, and were I in your place for
a month or so of sojourn in such a locality I would hate any

man who suggested a thought that made my mind rdvert to active

business when I had been training it to occupy itself with

trivial things. Even here, when I snateh two or three
days off at my home on Long Island, with my mind made up to
think of anything except business, I am cross when the tele-
phone rings and someone insists upon my bringing my mind back
to business. It does no harm to reminisce, however, and
I am sure you must have enjoyed the retrospect since you left
the active world and have had time to look back on the things
you have successfully accomplished within the last two years.
I think I hear you say that more then half you wisffto do has
been left undone. That is undoubtedly true, but I have a
firm conviction that it was only the lack of time and physical
strength and the onvosition of igno¥?°fhich prevented your
accomplishing "g311 you wished,inﬁigﬁ.the tremendous taSk that
you set yourself to accomplish. 5

I dod't suppose your hack allows you to play golf,
although I imagine that even in the Nationel Park, many

thousand feet above the sea, there is & golf course. I

Digitized for FRASER
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managed to get ina game for the last two Sunday mormings,
and while I en joyed the excercise and took more of it than
I would have had I played the game to my satisfaction, I
can't say that I en joyed the golf. Yesterday and today ‘
I played eighteen holes each morning, and began to get my NV
eye in some times and my hand in at other times, but never, | |
it seemd to me, both at the same time. Tomorrow and Sunday
I hope to aceplish wonders. Such is hope, without which

we would have abandoned all athletic games a long time ago.

~—

| My excuse for taking a few dgys off is the suec- ‘\1
cessful closing and flotation of the $100,000,000 French loan, \
. which Morgans and ourselves have been negotiating for the last |
seven months. Looking back on the negofiations, Morgen and
I agreed the other day that we'wpuld have saved ourselves

. [
much trouble and many d fficult ies if, as early as last Feb- ﬂ,\{ﬁ

ruary, we had insisted upon the French Government recalling o
their then representatives in this country and substituting
men of character. I never in my life have dealth with such
an impossible couple, and, looking back on the final nego-
tiations, I am somewhat surprised that we did not fall into
gsome of the traps laid by them to trip us up and improve |
their politicel situwatidn at our expense. It is said that
thellaborér is worthy of his hire; but in this case the hire
was no adequate compensation for the annoyences, and even |
insulte,vhich were almost daily occurrences during the;last
two months of the negotiation. Confidentially, ouf sub-
scriptions in the first twenty-four hours were $72,000,000

and
for the $94,500,000v/although we telegraphed notices all over
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the country and closed the subseription the next day at noon,
the total subscript ions were over $115,000,000 without any
subscription from Morgans end ourselves. What pleased me
more than anything else was the result of my trip to Chicago.
and_St. Louis. The Illinois Trust & Savings, Continental,
Commercial, First Securities Co.

all came inhandsomely. The only one.persisting in his an-
tagonism to foreign loans was 0ld Forgan, who declined with

a statement that hie institution did not make speculative in-
vestments.

You will be interested to know fthat the 014 Bank
of France credit begins to mature on the fifth of September,
and that I have received authority to draw to meet the ac- -
ceptances as they mature. Yow will be still more interested,
however, to know that we are discus sing with the Bank of
Prance the tems of a new commercial export credit for
$25,000,000, which I hope to be able to elose within the
next two or three weeks. Morgen , Lazard Freres and
ourselves have also issued a credit for $5,000,000 to the
Chemin du fer 4'Orleans, andi the best news of all is that
several revolving credits, running for a year, have been
opened, drafts beine drawn by Ameriean drawers at ninety
days sivgxtt /%oit%md%‘cv%lmmts attached, on French merchants
under the authority of French banks. While I am not con-
nected with it, I understand thet a large syndicate credit
is being negotieted to finance Egyptian cotton with dollar

acceptances for account of London banks, and I am informed

that Sir Edward Holden has finally capitulated, and is now

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




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

-

advocating the relief of the London money market by this
method of finanecing in New York. I can't state this as a
faet, but, if it 1is so, it 1is a noteworthy conversion to {
the American dollar acceptance. L
I said I was not going to talk business, and yet
I have. At the same time, I am not sure that it will not

be a pleasure to you to know in a genersl way only what has

been going on since you left New York. I don't expect you
to answer this, because I noticed that your letter to

Mr. Tremaine was in your handwriting. If you hate the

physical labor of writing as much as I do, for Heaven's

sake don't write. If you have anybody to dictate to, you

may be sure I would like to hear from you.

Sini erel:;r your% )
: L

Federal Reserve Bank of St. Louis :
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‘ * James Broton B
| 59 Wall Street
New Pork

PERSONAL @ / A— December 1, 1916.
L 4

Dear Ben:
| it would seem as if I meant to punish you for

letting a month pass before you enswered my letter of August 4

by putting off my reply to yours of September 4 for nearly

twice the time.

It is'not so, however. You know how busy the world is,
end I musf confess that since the first United Kingdom short
loan was flosted, i1 have deliberately left undone what did not
have to be done and kept my Secretary away from the farm on my
days off, so that 1 would be fordep to play golf, instead of talk-
ing him to death. As a‘result, I am, és our English cousins say;
"awfully fit" and ready for four or five months oi beastly, yet \
attractive, New York.

This is hanksgiving bay and you can thank & perfect
deluge of rein for keeping me in my log cabin and making me scrib-
ble this to you. I will save you from having to decipher my scrawls
by having it typed tomorrow. v '

I miss you very much, BSen. There are so meny things to
be talked over, and to be kept straight or to be straighteneﬁ out.
I sometimes wish I was & director or advisor or whatever they are
called of the Federal Reserve pank of New York, so that i could
exert my influence to prevent errors rather than , after they are

made, have to do double work to correct them. I have only felt
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[ Ben Strong, Jr., p.2
« December 1, 1916

; the need ot this since your absence. Jack Morgan knows and should
have helped, but what, with yachting and his own business, I gen-
erally find I know whats up before he does, and now, of course, he%
is abroad end out of reach. h/)

I know you will be glad to hear that Yremen has really.
done well. He has filled the plsce far better than & New York
maﬁ, with equal capacity, could have done. He came from the out-
side and created no jealousies. He is diplomatic and very thought-
ful. nis'reasoning is sound, and, while he may not have had much
experience in foreign trensactions, he must have had & broad busi-- )(
ness training, and his common sense stands him in good stead. When d}
he has studied a question, he forms & decided opinion of his 6wn,
surprisingly broed,it hes seemed té me, for e man from upstate
who can have had but limited opportunities. He is a far better banker
than either Curtis or Jay. Incidentally, you must have left a very
good character for me because his deference to my opinion is positive=-
ly embarrassing. —

I had & long talk with Mr. Tremen on luesday about the (>

v i et

i

et

Federal Reserve Board's latest "mistake". When L first read their
7,

published notice, 1 could not believe my eyes. 1 could only think(rs

L

of a man figﬁting drunk, who hits out in &ll directions regardless
of consequences. If they found it necessary to correct the methods

of your old Company &nd to admonish thée banks against too heavy in-

vestments in any class of security, there were proper ways of doing
it quietly without upsetting the whole situation. If they were | I
afraid of English and French Treasury bills, a word to the twelve |
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Ben Strong, dr., p.3
Dé8cember 1, 1916

governors that could be passed along to the member banks would
have been sufficient. In fact, the Comptroller of the currency
was the proper person to have suggested, through the bank ex-
anminers, that lines of foreign holdings should be reduced. In-
cidentally, 1 did not know until Wednesday that H.P.D.'s visit

to Washington wes to put the Treasury Bill question up to the
Board. If he had asked my edvice, 1 would have done everything

to dissusde him from such a course. He invited disaster and got

what he deserved, and 1 told him so. He said he had been strongly

advised in the best quarters to follow that course. He did not

say who the advisors were. They were poor that is sure. They are
responsible for everybody's being hit, including K. L. & Co.'s
municipel loans, for which my guess is thet the underwriters are

the only subscribers. Thank our lucky star we hsve practically no
commitments out, and our participation in K. L. & Co.'s loans was on-
ly $250,000., s0 you see 1 am not crying because 1 am hurt, bdbut
because of the other fellow and for the future.

One more stab at the Federal Resefve Board, and 1 have
finished. By what earthly right was it constituted the guardian
of the investor? As to acceptances and a real discount market,
the work of nearly two years has been undone at one fell swoop.

You may not agree with me entirely. 1If you were here,
we would telk it out. I appreciate you mey not wish to do so in

black and white, so L am going to write you & separate letter re

Digitized for FRASER
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< ', Ben Strong, Jr., p.4
- December 1, 1916

O gcceptances and the discount market that will be less incbherent,
and that you will be able to reply to. Now that 1 think of it
1 seem to have illustrated my own simile in this letter for yoﬁ
might well think I am fighting drunk and hitting out at every-
body &nd everythinge. 1 think you cé&n read between the 1ines;
however, better than most men.
Is there no prospect of your return to the land of the

living within & reasonable time? Do give me some encouragement.

Very truly your

|
Digitized for FRASER
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Janres Bromn '
59 Wall Street December 1, 1218.

New Pock
A 4.

PERSONAL

 Dear Ben:

Your letter of November 7th was very
welcome for itself, and particularly so because
of the subject.

: I found it easy to read between the

lines, and, for the present, have made such ar-

rangements as will obviate any embarrassment should
our line at the Federal Reserve Bank of New York
be full. There will always be several bidders
at the Federal Reserve Bank's regular rate prepared
to take up any excess. I had been watching
the quotations, prepared to take.the necessary
step when it became necessary, but your letter
made me move in anticipation of the necessity. I
think this was wise and I appreciate your writing.
Now as to your suggestiod for a more
radical cure. You know how loath I was to
ohange‘the old custom and depart from an experience
of a hundred years, which had stood many tests. To
make a statement to you and yours was one thing,
doing so in eleven other centers to twice as many
‘other men is quite another. Boston and

Philadelphia might not be as diffieult, but I judge
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Jamres Brown '
59 Wall Street December 1, 1218.

PERSONAL

 Dear Ben:

Your letter of November 7th was very
welcome for itself, and particularly so because
of the subject.

' I found it easy to read between the

lines, and, for the present, have made such ar-

rangements as will obviate any embarrassment should

our line at the Federal Reserve Bank of New York

be full. There will always be several bidders

at the Federal Reserve Bank's regular rate prepared

to take up any excess. I had been watching

the quotations, prepared to take'the necessary

step when it became necessary, but your letter

made me move in anticipation of the necessity. 1

think this was wise and I appreciate your writing.
Now as to your suggestion for a more

radical cure. You know how loath I was to

ohange‘the old custom and depart from an experience

of a hundred years, which had stood many tests. To

make a statement to you and yours was one thing,

doing so in eleven other centers to twice as many

other men is quite another. Boston and

Philadelphia might not be as difficult, but I Jjudge
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from your letter that these alone, while they would
help, would not really meet the whole difficulty, and .

that for real results I would have to go farther from

home.

The real trouble is that the Federal Re-
serve Bank of New York, in its pardonable zeal to
stamp the acceptance business with its approval, has
consistently outhid the market instead of protecting
the market, but I won't go into that now.

Very truly ygurs,

S
lQcc 7R

Benj. Strong, Esq.,
4100 Montview Boulevard,
Denver, Colorado.
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“iames Brown

59 Wall Street December 1, 1916,
Neor PWork '/
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<0qw 1915

Dear Ben:

You will recall that at the dinner of the
New York branch of the American Bankers Association
three or four winters ago a speech was made by Simp-
son, of the Bank of Liverpool, on the Bank of England
and the English Discount Market; by Boison, of the
Credit Lyonnais, 6n the Bank of France and the French
Discount Market; and another by, I think, Dr. Kreise,

're Germany. Incidental}y, Boison is out West now
studying our situation, and I think will be attached to
the French Finance Commission later on.

Well, I am going to attempt to describe to
you, from the point of view of an outsider, what I think
has taken place since dollar acceptances first appeared
in this market in any quantity; why I think the poliecy
of the Federal Reserve Bank of New York was right at
first; where I think it has erred sincej; and how'I think
it ié possible to ®orrect its error and take its trueA
position without'ereating distrust and spoiling the great
good it did in the beginning, so that at the first American
Bankers Association dinner after the war you will be able |

to desceribe the successful creation of a real discount
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market in the United States.

Remember I am writing without inside knowledge,
and can only judge by what I can see in the market. Re-
member, also, that I know you have a broad discount market
for dollar acceptances at heart just as eincerely as I
have, and what we both want is to build for the fuﬁure to
the best of our ability.

' When the banks in New York first began to accept
the Federal Reserve Bank of New York was a keen bidder for
bills, and went out of its way to show its approval of the
business by buying freely. Call money was a drug at 2%
and under, and your minimum rate stood at 2% for a long
time. It was wise to give the business a good start,
but I think it was unwise to keep your .pigd so high for
such a long time, even after the money market drew away
from you. The banks could nét afford to buy bills in
competition with you because, to work out their reserves,
they had to average better then 2-1/2%, and so bought
commexial paper and made stock exchange time loans, and
many of them kept their own acceptances on the theory that
they were making the guaranteed rate of discount ihat was
generally prevalent 1instead of only the difference between
that rate and what the acceptahces would sell for. The
result was inevitable--as bills came into the market théy
all went to you as practically the only and the highest
bidder. Your portfolio got larger and larger and
finally you began to try to correct the position by lowering
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your bids. The first change did not, I believe, bring
results, and I doubt if your present rate of 2-1/2 - 3/4

has done so either, because in the meantime money rates

A had hardened gemrally, and you were still about on a parity
with call money. Finally, in November, it seemed to me
as if you held about 70% of the estimated outstanding ac-
ceptances in this country.

Very naturally, as your lines are fixed by your

own capital.without regard to the relative value of the

acceptance (I think I am right in this), you began to ap-
preciate the embarrassment to you and to the acceptor of
being obliged to refuse to buy, specially because you knew
there was no outside market at anything near your rates. |
Unfortunately for the very proper moves you were making to

withdraw from "the market", the two United Kingdom loans

decreased the surplus of the New York banks, both call and
time money shot up, aﬁd you still remained in the position
of outbidding the market when you did not want bklls. On
top of all this, and as far as the public is concerned |
without warning, out comes the Federal Reserve Board's
elaborate notice advising against all foreign unsecured
loans, acceptances, trdasury bills, etc. The notice
was susceptible of any interpretation that anyone wanted
to read into it.

The piettre I have drawn may not be strictly
accurate as to rates and dates, but I think it is near

enough to the truth to provide a setting for my moral.
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What the dollar acceptance market .needs now is an
anchor to windward. This situation has been brought abou}
first by your own position, and by the announcement of a new
policy of the Federal Reserve Board.

Don't change your rates. Don't let anyone think
either here or abroad (the latter would be fatal) that a
flurry in call money disturbs you in thé least. Don't
let the public suspect that you now wish to discriminate

against bills under renewal credits that were issued with

your express approval. Keep on buying whether you
like it or not. If anyone is near his line get Mr.
Treman to send for him and tell him so privately. Give

him a chance to take any excess up from the Federal Reserve
Bank or arrange to have it done for his account.

I may be wrong, but I think the rise in call
money rates is sentimental and temporary. We may, and I
expect,will, have a 3% to 4% rate until after the turn of
the year, but after that lower rates again. ¥hen that
time comes you can begin to correct your position, but not
until then. Even then it must be done gradually. In
other words you must draw away so slowly'that the banks
begin to hbld acceptances wit hout realizing why they have
become attractive, and before they realize it they will
have taken the market away from, you, and you will be
relieved. It may take six months to arrive at.-this

result, you may succeed in three. Without some unforseen

occurrence I think you will. Whén the Federal R.B.does, it will
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in my opinion, hold the strongest position in the world,

and be prepared to exercise its true function, namely,

of keeping rates down in time of stress by relieving the

market of its acceptances for the time being. |
I did not go into this fully with Mr. Treman

on Tuesday, but I advised him very strongly not to change

his rates at present. He knows nothing of the above

suggestion for taking care bf excess lines. I would

ndét have tﬁought of doing so without consulting you,-first,

because that point may not have beenifeached yet, and,
second, because there may be other reasons that I,en the
outside, know nothing about that would make my plan unwise.
i leave you to fllow this up, or to ask me to do so. If
you should telegraph me to make the suggestion, I would
do so ex Ben Strong and take my own case as an illustration.

In your letter of September 4th you express the
hope that in this conspiracy against Lombard Street we
should never overlook the fact that the strongest influence
that can be applied is rate of discount, and that 2-1/2% in
New York and 5-1/2% in London is an argument that few
bankers can resist.

I agree,wkth this very pronounded qualifieation.

Unless the rate of discoynt in New York is a genuine open
market discount rate governed by actual money conditions,
it is no argument with either bankers or merchants. Lombax

Strdet is watching this keenly and keeps well informed. I,
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S my opinion they have so far not been worried. They
know that the Federal Reserve Bank is and has been the
market, and I imagine have been waiting for this very
moment to see us fail in the object we have set out to
accomplish. This is the moment of trial. We
must meet the test even if in the end the difference in

discount rate should not be so much in our favor.

Very truly you;;z

Benj. Strong, Esq.,
4100 Montview Boulevard,
Denver, Color=ado.
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Benj. Strong., Esq.,
4100 Montview Boulevard,

{433

Denver, Colorado.
Dear Ben:

I received your letter of December 4th, in

answer to mine of December 1lst, very promptly, and I
was glad to get it. Since I wrote you will have
seen from the papers that the situation is changed;
the money market has eased, as I felt it would, and
Friday afternoon the Federal Reserve Bank discount
rate wes raised to 3 and 3-1/8%. I was glad that
the rate was not.changed until after the money market
sased. I e@an’ assure you, however, that there were
many in high places who thought thé rate should have
been jumped as soon as call money became scarce, but i
advised against this, and evidantly others felt as

I did.

You say that something must have disturbed
me to make me write you as I did. You are quiﬂe
correct in this, but it was nothing of a personal
nature or in any way connected with my firm's business.
I was disturbed, and still am disturbed, about the

lack of a real, open market for acceptances, and, frankly,

your letter does not give me tee satisfactory explanations

I hkped you would give as to why such a market had not
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- been encouraged by the Federal Reserve Bank.

I rewgnize the difficulties of your situation,
and perhaps the best way to show where I differ with
you is to teke your difficulties one by one and com-
ment on them.

I agree that you must maintain steady rates,
but I believe that the rate maintained should be based
more nearly on the rate for commercial paper than on
the call money rate.

I agree to your second proposition.

I agree to the third also, except that I do
not believe it good policy to maintain rates which
compare favorably with thése of London if in doing so
the Federal Reserve-Ban?agaﬁghgeonly buyer.

With your fourth I do not agree, and cennot
quite follow your reasoning. It may be necessary from
a political point of view, and because the Federal
Reserve Bank is a quasi-government institution, that it
is wise to make sufficient income to cover expenses
and dividend requirements, but from a broad point of
view if, in order to do so, the Bank takes all the
bills from the market at rates that are unrenumerative
for other buyers, it seems t6 me it weakens its.power
to come in and relieve the market at the time of a
flurry in money.

Your fifth reason I do not follow. It would

Digitized for FRASER seem to me as if the way to tighten up, that 18, to put
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on the brakes, would be to raise your rate, i.e., lower
your bid to a point where the market takes the bills
instead of their being brought to the Federal Reserve
Bank, because then banks and institutions would buy them
in preférence to putting money out at the call rate, which,
under the circumstances you describe, would undoubtedly

be very low, and, as the process went on, and the banks
continued to invest in bills, the call rate and bill

rate would draw nearer together. If, onthe other
hand, you intended to follow this method when you spoke

of withdrawing from the market, we are in accord. Quite
the opposite was proposed-last week, namely, maintaining
the rate and ceasing to buy‘bills.

Your sixth I do not follow at all. If any
antagonism from the member banks were possible, you cer-
tainly must have created it during the last two years,.
for your rate has been so low that they could not afford
to do business on the same basis.

With your seventh I agree.

To sum up, my deer Ben, I want the United States
to come out of this war with a broad, real, open discount
market. - I want, in other words, that banks and trust
companies, and even individuals, should get into ﬁhe habit
of investing a certain part of their funds in acééptances,
just as they now invest part of them in call money and
part in commercial paper. I feel that to bring this
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about the earning power from investment in acceptances
must, for some time, be atbractive, and that brokers
must be encouraged to deal in acceptances between in-
stitutions. I do not believe that this can be
brought about if the Federal Reserve Bank is a continual
buyer at rates that are not attractive to institutions,
and that no matter how much we may wish to have the dis-
parity between New York and London rates appear favorable

to this market we fail in accomplishing our purpose

unless the rate is a real, open market rate, at which
millions of dollars of acceptances can be turned over
without the aid of the Federal Reserve Bank.

My complaint is that;after two years of experience
very little progress has been made in this direction, and
my wish is that the creation of a broad, outside market
should be the speeiasl object 6f the Federal reserve bank
for the next twelve months irrespective of profit for
itself, and I believe that no step can be teken which will
go further toward insuring the continuance of the dollar
acceptance after the war than the creatien of an outside
market for acceptances.

As I said before, I am sure that you and I are

both wofking toward the same end. You may be traveling
a different road to accomplish the purpose. I wish
you would set out your plan and arguments. It is quite

possible that in the end your way may be the best, and I
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James Browm

59 Wall St. ‘
New York. April. 31, 1917,

PRIVATE

Pierre Jay, Esq,,
Federal Reserve Bank of New York,
New York, N, Y.

Dear Mr, Jay:

I am to—day in receipt of two letters from Mr, S. G. Archibald,
our representative and attorney in Paris, in answer to inquiries which I

made of him on your behalf, and from which I extract the following for your

information:;

"You desired my opinion on the following question:

"Whnat is the value. of the undertaking of the Bank of
Frence to export gold if necessary? or rather: Can the Bank
of France legally undertake to export gold?

"The answer to this gquestion is simple: Before the g
war, the Bank of France could export gold; on the 3rd of July,
1915 the Government passed a decree prohibiting the export of
gold, but the Bank of France was especially excepted from the
operation of this decree. Consequently, at the present mo-
ment, it is legal for the bank to export gold and the bank can
therefore legally contract to do so.

"I rather imagined that this situation was perfectly
well knowvmto you and that the question which you really wished
to put me was as to the legal value of the undertaking of the
Bank of France with regard to the future, and in the event of
the prohibition to export gold being made general and the Bank
of France being included in such prohibition. With regard to
this question I can only say that the French Parliament, like
the English Parliament, can just about do anything they please;
if they choose to prohibit the export of gold and so prevent
the Bank of Frahce from fulfilling its obligations. they can do
s0, just as the English Parliament could do in respect of the
Bank of England, The practical effect of this would be to bankrupt
the Bank of France and ruin the credit of the country and I should ..
regard the possibility of any prohibition as to the export of gold
by the Bank of France, which would affect undertakings already
entered into by the Bank, as being entirely out of the realm of
practical politics * * * *»
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Very truly yours,

(Signed) . James Brown,
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Dear Ben:

s ‘m:\d J. wlt ‘4.‘“
When I teleyhtne&usou the

other day I wanted you to lunch.with me.
/)

Now, instéad, I am going to suggest that,
on either Tuesday or Wednesday morn-
ing of next week, you have your bag
packed so that after business you and
I can get into & motor and run down to
my house, dine, spend the night and re-
turn in the morning.

I am keeping baghelor'é hall

at present, so no dress clothes are

Veary truly y h s
M/ C

Benj. Strong, Esq., Governor, |
Federal Reserve Bank of New York
New York, N. Y.
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December 18) 1917.

Benjamin Strong, Esa-,
Federal Reserve Bank,
New York. .
Dear Ben:
I was sorry you could
not see me today. Only beceguse I am

so fearful thet ydu will get away to-

morrow without seeing me, I drop you
this line to urge you nét to overlook
my request fo é short‘i?terview.' The
matter is oné of great{iﬁpértance.

Very truly yg;rs,-
<<






