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) AMES,EMERICH & CO.

INVESTMENT SECURITIES
CHicaco-NEW YORK-MILWAUKEE

TELEPHONE RECTOR 2402
5 NASSAU STREET

NeEw York

. October 1, 1925
@9 ’

3 Libgfty Street,
New YgTrk, N. Y.

If possible, I would like to make
an appointment to see you for a few moments at
your convenience.

)

The purpose of my c¢all will be to
extend through you an invitation to Dr. Schacht,
whom I understand is expected in this country
next week.

Will you kindly let me know what
hour would be most convenient for you?

Very truly yours, .

4

RSB: M
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TELEPHONES 3320 corTLANDT

HoLrBroox , CorREY & (0.

DEALERS IN COMMERCIAL PAPER

31 NASSAU ST THE ROOKERY
NEW YORK CHICAGO

50 CONGRESS ST

EDW .HOLBROOK BOSTON

CcLA “CE T.COREY

EDWARD D. PAGE
SPECIAL

NEwYorwx August 21lst, 1914.

Mr. P. N. B. Close, Vice Pres't, > '”;\w gﬁ;
Bankers Trust Company, |
New York City.
Dear Sir:-
Confirming the writer's conversation of

this afternoon, we would say tlat our sales of Com=

mercial Paper for the month of July were 63 7/100 %
of our ma turities, and our sales‘from August 1st to
and including the 21st are slightly in excess of 14 %
of the amount of maturities through our office thus
far this month, with a fairly large volume of matur=-

ities for the remaining ten days of August. This is

not the season of the year, as stated to you, when
Merchants liquidate, depending on their receipts which
come in later in the year to do so.

Yours very truly,

/

CTC"G’.
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CasLe Appress: SABA NEW YORK

'-F_/' . CHICAGO CORRESPONDENT -
it HARRIS, FORBES & COMPANY AT TR D BT s BATE
} i PINE STREET COR.WILLIAM ’ BOSTON CORRESPONDENT

N.W. HARRIS & CO.,(1xc.)
| NEWYORK
| .
\ (2 August 21, 1914.

Attention Mr., Mottt

- Bankers Trust CGompany,
16 Wall St., N‘. Y. Citye.
- Gentlemen:

Referring to your request for information
in regard to the ampunt of maturing Municipal Bonds
vetwean now and including the first of January, we
wish to say thet we have, after careful consideration,

!

found no method by which we cean ascertain this informa=

tion in anythine like aecurate form, but we are pre=-

senting for your consideration figures whieh, for the
reasons as explainsd verbally by the writer t9 Mr.
Mott, we believe are as comprehemsive as anything
which ean be compiled on short notice.

| If we can be of any further service we will
be pleased to have you call upon us. |

HFB-T @Zetetds, ///ﬂ
Encl '
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%FIHAHGIKG OF STATES, COUNTIES AND

ALITIES WITHIN TERRITORIAL
LI¥ITS OF THE UNITED STATES

Chronicl@ Bond Buyer
1904 $350, 754, 946 $ase, 708,289
1905 183, 080,023 197,718,077
1806 201,743,348 301, 188,061
1207 237,643,308 301,048,503
1908 313,797,549 355,384,466
1808 359,424,560 363,830,786
1810 330,036,181 334,360,955
1911 396,859,646 452,113,716
1812 386,561,828 399,046,083
1913 403,246,518 408,477,402
$3,0353,137,R05 43,389,667,338 |
3 L»
LTt gr8LEG

1717 314676
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mna MATURING SEPT. 1, 1914 to JAN. 1, 1915 INCLUS-
OF STATES, COUNTIRS AND MUNICIPALITIES WITH-
| Ii TERRITORIAL LIMITS OF THE UNITED STATES
m STATE & CITY SUPPLEMENT OF THE GOMMER-

cmslggmmmmmmw._
N, 3

(N.B.) It is estimated that one-third of the
municipelities which heve bonded indebtedness are listed in
this issue of the Chronicle; bPut the total debt shown is
proh‘bly 60% of the total utt‘l“l indebtedness of all
states and municipalities in the United Stetes. Most of

the small munieipalities for many gut have been issu-
ing nrial tonu.p‘ﬂiieh are rntircl‘ ut of annual tax revenues.

State
ilevama $118,000 No Sinking Fund
Arizons 38,500 |
Arkensas 151,000 ' Serial
Californie 1,219,980 ALl Serial
Colorado 172,400 ﬂn;:g l!lkinc
Conneeticut 457,683 LI
Delaware 64,000 " e oW
Floride 74,920 " e om
Georgia 237,440 $100,000 Serial and Sink-
. ing m
Idaho 65,240 Sinking Pund
Illinois 295,000 Serial
{ohicago 94,701 000) _»
Indiens 485, 000 500,000 Straight Sinking
Fand’
Iowa 465,000 Serial
Kanses 519,000 Serial and Sink-
ing Fund

Fede}al Reserve Bank of St. Louis
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525,000

Kentueky

Louigsiana 100,000
Maine 153,400
Marylend 41,000
Massachusetts 5,666,000

(Boston $2,145,000)
Michigsn | 550,000
Minnesota 659,000
Mississippi 170,840
Missouri 166,030
Montana 72,320
Nebraska 196,500
Nevada 57,000
New Hempshire 272,000
New Jersey 899,860
Now York 108,180,000
w Yor (]

(New York Gity $102,000,000) *
North Carolina ’ 282,000 -
North Dakota 91,980
Ohie 3,061,320
Oklahoma 327,691

Both.
Straight 8inking
~ Pund.

" on "

Straight Sinki
R .
Serial.

2:'3 &

Straight Sinking
Serial amd Sinking
M;, &
Serial and Sinki
_ Fund. »
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Oregon

Pennsylvenia
Rhode Island

South Carolina

South Dakota

!cnnoaooi

Texas

Utah

Vermont
Virginia

Washington

West Virginis
Wisconsin
Wyoming

TOTAL

GRAND TOTAL

133,900

47,500
717,000
757,630

32,400

74,000
959,000

509,000

85,000
407,000
62,900

#135,285,286 2,732,800

$138,818,086

1/, €00, 000,

Straight Sink

~ Fund, -
lblilx gerial.
Straight Sinking
~ Fund,

Serial and $inking
_ Fund. :

" oW oo -
Mostly Sinking Fund.
Serial end Sinking

Fund.
Streight Sinking
. Fund.,

" n ™
Mostly Streight Sink
Serial end Sinking

" on ”" "

Mostly Serisl.

. Straight Sinking
~ Fun :

* New York City - 0f this amount $82,000,000 are due on or

Federal Reserve Bank of St. Louis

Pefore Januar;
The ¢ity has
paying off the abev‘
are payable out of th

antieipated.

5,000 000

of the $102,000,000 t

L, 1913 Yeing Revenue Warrants.
in cash on

remaining
tlx!l which have been

*§i7,688,308

25,000,000



is issued in the form of short-time notes
in antiecipation of the sale of long-time
corporate stock.

RWR AB
August 21, 1914,
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PERSCONAL June 13, 1921.

My dear Mr. Forbes:

¥We have only within the last few weeks been able to conclude the

final aooountipg 6f tﬁé expenses of the various Liberty loans, and determine
~to what extent, if any, expenditures made by the crganizatiom could not be
reimbursed by the Tressury under existing law, or rules of the Department.

We find that the total amount of such items that cannot be reimbursed ie
$2,685.97. Of this eum, the Federal Reserve Bamk is able to absorb §2,229.74.
The remainder, ¢3506.2%, 1 have paid personally.

The Liberty Loan Committee passed a resclution, sgreeimg personally
to aseume certsin charges, up to a limited smmount, which as I recall was £1,000.
If the members of the committee care to pay their respective shares of this sum,
the amount of each committeeman's proportion will be $23.55.

Had these operatione been conducted since the paseage of the Volstead
Act, it would not have been necessary to ask the committee to make any contribu-

tion.

Yours very truly,

Allen B. Forbes, Esq.,
56 William St.,
New York, ®. Y.

BS s MM
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| /.OC" HARRIS, FORBES & COMPANY | el L g
PINE STREET COR. WILLIAM CHICAGO CORRESPONDENT
HARRIS TRUST AND SAVINGS BANK.
New YORK
June 14, 1921,
| 4
| Benjamin Strong, Lsq., i
Federal Reserve Eank of New York, JUN 15 1921
Equitable Bldg., N.Y.City.
Iy dear Ben:-
I bave your letter of the 13th inst, in re-
_ gard to the deficit of the Libertiy Loan Committee Fund and
' take pleasure in enclosing my check for $23.55, my share
of the amount,
I note with reminiscent interest your pathetic
lsst parasgreph but cannot,aftey sll, feel regretful that
the Act to whieh you refer wae not in forece during the
strenuoue days of that campaign.
‘ Very truly.yours, :
5
| il . [ i
{ B & ,
ABF F _ W '
pe
|
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June 15, 1921.

My dear Wr. Forbes:

I thuak you for the remittance of §2%,58
enclosed in your favor of June 14.

Yours very truly,

glisn B. Forbes, Esq.,
88 William St.,
New York, N. Y.

GBe M

iy S0
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ur, B, Strong, V.,Pres,,

Bankers Trust Co.,
New York City.

Dear Mr, Strong:

v%;/;«/mé/

’%WM
e@af lesy
t%ﬂ/:g;}mww/

vt

August 24-19;4.

: vV &
: TN
AUG 25 19120

\ EFERRED T® _
L " OFFIGE d,
~— =

e

Referring to the memorandum sent us
by your institution in regard to paper that we have
outstanding our recent sales and so forth, we are
very pleased to advise you that the amount of paper
maturing with us from July 28th to August 14th in-
clusive represented slightly under 14 percent of the
total amount outstanding on our books, unmatured at

that period.

¥

Qur sales for the same period represented
about twnety percent of our normal volume, but it is in-
teresting to note that the orders secured are daily in-
creasing in volume, and cover a broader territory.

Of course, this business is being done
prinecipally with small interior country banks in all
Of our total outstandings,
unmatured, less than seven percent of the maturities
are after January 1, 1915,

sections of the country.

In regard to the total amount now out-
standing unmatured, we prefer not to give you this
information, but are very pleased to furnish you the
foregoing, which we think will answer your purposes.

With best wishes, we are

Dictated by
W.G.Heath
HK

Very truly yours,
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E. NAUMBURG & CO.

BANKERS

" OSTON
cHICAGO
PHILADELPHIA °
HARTFORD

14 WALL ST,
NEW YORK
Aug, 31, 1914,

F. N. B. Close,Esq. Vice Pres.,
Bankers Trust Co.,
N. Y. City.

Dear Gir: =

.In accordance with your telephonic conversation with
the writer this morning, we are enclosing you herewith the slip
which you were kind enough to send us, and which you assured us
would be considered absolutely confidential and that our name
would not in any way be disclosed as having eupplied the figures
in question,

You asked us in case we had any suggestions,bearing
upon the situation,to write you our visws, Some of this data
the writer gave you through the telephone, but we can say in
addition that in 1907 the situation was improved in the first
place by the fact that Mr, James T. Wbbdward, President of the
Hanover National Bank started the ball rolling by buying a
little paper from the various brokers at high rates, Then some
of the other banks in thig city and elsewhere followed suit, and
the situation was relieved, Thus it appears that Mr. Woodward
was a public benefactor, and we think now that if a few of the
New York banks and trust companies would buy a limited amount of
paper from the various brokere at whatever they considered the
proper rate, and this fact was duly advertised through the
salesmen of the various brokerage houses throughout the country,
then the country banks would follow suit, and the money stringency
would be greatly relieved,

Wishing you success in your more than praiseworthy
endeavor, believe us,to be, -

Yours very truly,

WWN/w ' ,

Digitized for FRASER
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HATHAWAY, SMITH, FOLDS & CO.

CHARLES HATHAWAY,

HOWARD C.SMITH,
CHARLES W.FOLDS, « °
“MUR B.HOLDEN,

JRREST RAYNOR,

STEWART S. HATHAWAY,

ROB'T B.WOODWARD, '

SPECIAL.
HCS- J.
: < e
| S &= P
-~ “ X 4/" < b o
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Mr. Benjamin Streng, Jr.,

45 WALL STREET

NEWYORK,

C/o Bankers Trust Company,

New York City.

Dear ben:

I have been meaning to send you copy of & letter I re-

COMMERCOCIAL PAPER

October 5, 1914,

NEW YORK,

45 WALL ST.
BOSTON,

60 CONGRESS ST.
CHICAGO,

137 SOUTH LA SALLE ST
ST.LOUIS,

408 OLIVE ST.
PHILADELPHIA,

421 CHESTNUT ST.
PITTSBURGH,

FIRST NATL.BANK BUILDING.
SAN FRANCISCO,

FIRST NATL BANK BUILDING.

A N ;";
-7 1914

ceived & couple of weeks ago, but delayed deing se. In your

]
figuring on the banking situation the enclosed may be of interest

tc you.

ederal Reserve Bank of St. Louis

Yours very




! Copy Extract of Letter from Mr. Geos E, Hume, Tr

American Central Life Irsurance Company
"Indianapolis, Indiana.

September 10, 1914+

"While 1 was in Chicago, I had some
talks with bankers there, who seemed somewhat dis—
vouraged because of the steady withdrawale of country
bark deposits since the wars One Banker told b
me that he had lost over Six Million Dollars ($6,000,000.) .
of this class of deposits, much of which had gone 1nto
increased reserves in country banks and into pay-rolle
paid out to banks through their correspondents in Cities
like Cleveland and Detroit, and that very little of these
pay=-rolls had found their way back into the barkss
In other words, that small hordings were sapping the
reserves in the larger banks, making the financing of ///
any considerable enterprises diffigult, if not impossibles '
We propose within the next ninety days td increase our
deposits in Chicago and elsewhere, considerably, with the
thought of counteracting this withdrawal insofar as we are
ables"

/64_27 wl‘ Cowa? @w
: !

{
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CHARLES HATHAWAY,
HOWARD C.SMITH,
CH"Y.ES W.FOLDS,
Al {UR B.HOLDEN,
FORREST RAYNOR,
STEWART S. HATHAWAY,
ROBT B.WOODWARD,
SPECIAL.
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HATHAWAY, SMITH, FOLDS & CO.

NEW YORK,
45 WALL ST.

COMMERCGIAL PAPER 20513, s o

GO,
137 SOUTH LA SALLE ST.

ST.LOUIS,
408 OLIVE ST.

PHILADELPHIA,
4 WALL STREET PI?TS&;IJ;;SJ.NUT sT.
2 S
HCS. J. NEWYORK, October 15, 1914,
OCT 16 1914

2 3h

Mr. Benjamin Stroeng, Jr.,
C/o Bankers Trust Company,
New York Citye.
iy dear Ben:

Referring to my brief on the standardization of commercial
paper and the rediscount market which I gave ycu some time ago, I
showed my memorandum to cne of our brightest salesmen and received
a reply from him commending it very stromgly but expressing surprise
that I do net recommend the registratién of paper. I am now enclosing
for your sight a copy of my reply te him on this subject, which may
interest you perscnally.

I know that my views are rather different from those enter-
tained by the Bankers and other Trust Companies and it is in no sense
an attitude of unfriendliness but I am trying to analyze what the
borrewsrs and the leaners would really get out of registration and it
seems to me that the balance of argument is against it as the enclosed
letter will indicate to you.

Yours very truly,

Federal Reserve Bank of St. Louis
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HCS.d. Ogtober 16, 1914,

Mr. L. A. ?ddy. Jr..
Syracuse, New York.
Dear Eddy:

Your letter of the 12th reached me duly and im reply would say
that I have mot been particularly enthusiastic ever the registration of
paper. The only advantage that I can discover from such registration
would be the clesing of cme door to the rascal who endeavers to make &
secret issue of papor, while many other doors are left cpen. On the
other hand, there are numercus physical and cther difficulties which
sould result from the registration of'paper which, to my mind, would
more tham counterbalance any advantage thus arising.

Physically, if every note that was sold had <o go to & reg-
istering office in & large city befere it went inte the hande of the
broker or the bank, a certain amount of time would elapse, and if at
& subsequent date there was occasion to change the denominations or
marurities of any such notes, the necessary read justmentssand:corrections
of record that would follow and the consequent delay would seriously
interfere with the progress of trade. The cost of such labor would,
of course, be an additional bumien on the berrower from which he would
receive no commensurate return, and in fact the whole thing as far as
labor is comcorned, would produce mothing beyocnd the verification of
one single item un & statement; leaving all others still ofen.

From & credit peiyt of view,~ you know country bankers well
encugh to know that if the record of the debt of a concern was at all
times open to the knowledge of the world, this knowledge would be abused
by competitors and in the case of & business that had large fluctuations
between ite high and low points of berrowing, would be the cause of un-
due fear and trepidation on the part of those bankers net fully cogni-
sant with the business and its ability te liquidate, and thus lmproperly
restrict a credit., If the ameunt of paper registered were not made pub-
lic there certainly would be nothing to bo gained by the registration.
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¥R. L. A. EDDY, Jr., 10/16/14,
-z‘

it was purely to avoid such abuses on one side and troubles on the other
that I devised the idea of having & standard form which should be cer-
tified %o by an accountant without his making public the actual figures '
beyond the annual statement. I believe that the eutline which I gave
you would cover all the advantages which could be secured by the regise
tration of paper.

4s to the other part of your letter, if you fosl that a larger
amount then 251 of the paper now standing would meet the stremuous quale
ifications that are laid down, you pay a very gratifyingly high trib-
ute te the comservative financial methods of the American business man.
I hope you sre right and to whatover extent you may be able to verify
your statement I shall be most happy te know.

lvwlll‘gladly talk with you again when opportunity offers.

Yours very truly,
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In developing requirements fer a standard grade, we must
recognize that the requirements must vary with the different lines eof
business, and it would probably be necessary te classify them under
heads somewhat as follows:

Manufacturers, Jobbers, Retailers, Refiners, Imperters or
Commission Merchants, Warehousemen and Cotton Facters, Tanners iud Manufact=
urers of Chemicals, Textile Manufacturers, and others,

In order however to indicate what I mean by Standard Requirements,
I will select only one class, namely, the average wholesale merchant eor jobber,
and follow that through in a rough way without attempting to develop all the
details,
Xorm of Nois.

The note is in the usual form mow knewn in this country, drawm to
the order of the maker and endersed in bh‘nk. payable at a specific time (not
ever seven months) and at a specific place.

It shall bear a certification on the end signed by a Cortified Public
Accountant, to read somewhat as followst

Ve cﬁrﬂfy that on the dete eof our examination,=
the required standard A was complied with in all respects. (Signed)
> ' Certified Public Accountants.”

Atems of Standardization.

There is open for the inspection of buyers a certified balance sheet
(not over fifteen months old) accompanied with e hew State of !aooﬁouﬂn_

or the home office of the firm, the Officers and Directers or Plrlm;-. and the

nature of the business.

ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis -
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In developing requirements fer a standard grade, we must
recognize that the requirements must vary with the different lines eof
business, and it would probably be neeessary to classify them under
heads somewhat as follows:

Manufacturers, Jobbers, Retailers, Refiners, Imperters or
Commission Merchants, Warehousemen and Cotton Facters, Tanners and Manufagte
urers ef Chemicals, Textile Manufacturers, and others.

In erder however to indicate what I mean by Standard Requirements,
I will select only ene class, namely, the average wholesale merchant er jobber,
and follow that through in a rough way without attempting te develep all the
detalls.
Xorn of Nois.

The note is in the usual form now knmown in this country, drawn “
the order of the maker and endersed in hh‘nk, payable at a specific time (net
over seven months) and at a specific place.

It shall bear a certification on the end signed by a Certified Public
Accountant, to read somewhat as follows:

"W iortlty that on the dete ef our examination,=
the required standard A was complied with in all respects. (Signed)
- | Certified Public Accountants.”

dtems of Standapdization.
There is open for the inspection of buyers a certified balance sheet

(not over fifteen months old) accompanied with .tho home State of Iueozioutlu_

or the home office of the firm, the Officers and Directors or hm;'l. and the

nature of the business.
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In giving his certificate, the Accountant shall cever the

following items, but is not required to make them public.

1. Relation of notes and open accounts payabls teo cash
and accounts receivablej or

2. Aversge menthly maturities against average monthly
collections.

3. As to prior liens.

4. Net assets to total debts.

S5« Average earninge.

6« Average dividends or withirawals of pariners.

7« Bank accomodations.

8, [Herchandise notes outstanding.

9. . Insurance.

10, Comtingent liabilities.
Besgription of Abeve Items.

1. The amcunt of notes payable plus accounts payable does not
exceed the cash balances and accounts receivable for goods seld and not
past due and maturing within six months plus 257 of the merchandise account.

2. The average monthly maturities of notes and accounts payable
doos not exceed 607X of the average monthly an for the past twelve
months, the balance of the 407 being allowed for interest and rnum,pm

3. There is no claim holding & prier lien over and above the
notes of this issue. ._ ‘

4. The tetal net assets of the concern are not less than 1207
of the total indebtedness excluding any mertgege on realty owned direetly by

the concern, which mertgage dees not exeecd 607 of a conservative appraised
value made within two yoears. :

Federal Reserve Bank of St. Louis



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

S5« Average earnings over a peried of three years are not
less than 8% per annum on the-average net value of the business, exe
cluding any value of good will or patents. .

6e Cash dividends of & corperation or cash withdrawals of
a partnership do mot exceed the net earnings of the business figured en
a three year period, except that a special dividend or -pootd wi thiravals
may have been pald out of the surplus, provided the above standards of
assets to debts are still maintained.

T« The borrewer is to establish agreed bank credits at its
ewn banks of discount, for & total amount not less than 70% ef the tdd
current note indebtedness plus merchandise bille over 30 days old, the
amount t¢ be figured en the teotal average indebtedness of tli previous

yoars
8. No notes given in payment of merchandise aceounts are

outstanding against the soncern.  Asceptances for foreign purchases

however are net te be included im this categery.

9. Insurance up to 80% of the fair ewnership value of -nhﬂ-

¥
ise and real estate is carried, unlese the concern has develeped an imsurance

fund of 1ts own equal to 150% of the reserve required of Imsurance Companies

under the laws of the State of New Yerk.

10, Contingent liability, if any, is recorded and dees not

exceed 75% of the surplus current revolving sssets in excess of current debts,

but if the current debts are less than the standard called for under No. 1,
the centingent liability is increased by that dlftom.
'r»mm 1life of the note does not exceed seven

Federal Reserve Bank of St. Louis

e A e e
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Sertified Public Accountents.

-

The Clearing Houses of the Reserve and Contral
Reserve Cities shall prepare a list of Certified Public Accountants

‘agoeptable to them, and the certificate is to be made by one of those

namos in the list.

The object of the abeve is to establish a standard ef
paper that can liquidate itself to a mecerate ligquidation of business in -
normal or ordinarily strenucus tt'-n.

In short, paper conforming to such a standard represents the
financing of goods in trade as truthfully as English Acceptances, theough
the trade is not writien en the face of the note.

liad any such standard been applied to the Claflin paper im the
past, the cenditien of that business must have been known.

I do not believe that the requirement of publicity so called
fory, would invelve the revelation ef the proper secrets of the business
or epen them to uafair competition. : |

Should all the information which the Accountant is te certify
to be made public, then a serious danger of this mature might follow, and it
is for this remsen that I have suggested that the Aceountant only certify
that the requirements are fulfilled.

It may be suggested that these requirements would not be sufficient
te make & concern independent of banks and unimpeachable as to its credits

“under conditions as they exist to-day, but I take it that ne standard cam

possibly be evelved that may not fail in times of secisl or political
cataclasm,

Federal Reserve Bank of St. Louis
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These ideas make no pretense of being final or complete,
and are only given te indicate lines which might be followed up.
Careful study and consultation is essential to make them complete,

and safee
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Preliminary suggestions for the development
of a rediscount market in the United States, .
applicable to existing business conditions. ///

Septembexr 3,1914.

In studying the question of developing a genersl re-
discount merket in the United States for the purpese of
producing individusl flexibility in banks, similer in results
to those of the London discount market, certain facts and
conditions must be borxrne in mind,

FMrst we must sccept the fact,as you have very propcrh*
said.that development must be aleong natural lines and oxporionni
can only serve to guide snd safeguard these natural developments.
We cennot hope to tear down existing estahlished husiness methods
end then bpild'ontiroly new to suit our ideals. We must unify
end adapt the old, It is accepted for granted that eur British

cousins have worked out the most efficacious system of oredit

‘discounts end reserves snd we should study them. to properly

determine what is best.

Let us first note the fundamental differences that
exist,snd must continue to exist for some time to come, between
the English and American Markets:

18t. The number of joint stock benks generally doing
business with the Bank of England are very few in number (twelve
I believe) and are sll large units with branches.

The numbex of benks that csn discount with our new Reserve
Benk is very large,exceeding 5,000, and of all sizes with
probably 80% of the whole with deposits of under $1, 000, 000.

The msnagement of the English benks is compact and c¢lose; the
managcmoﬁt of the American bhanks is disjointed and individusl

and scsttered over vast territeories with varying interests.

Federal Reserve Bank of St. Louis
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2nd. On the side of the borrowers as merchants end
mamfacturers probably more than 75% of the englishmen's
business is toroign to their shore, With the exception
of food stuffs and cotton probably more than 75% of the
Ambriean business is within ourx owﬁ shores.

3rd. Therefore the basis of English discounts -
acceptances -~ is mostly foreign, while the basis of merioan
discounts is mainly domestioc. It'may be asked; Why not
get our American merchants on an acceptance basis ss in England?
The answcr.to this is that you osnnet do this until you abelish
the custom of allewing discounts for prompt cash payments sﬁd
the sbolition of that would not be sdvisable in a country
growing like ours where the bigger end more stable merchants
must use just such methods of controllins their weaker and
younger customers in growing communities. Purthermore the
interjeotion 6f a benk or banks hetween buyer and seller
which mﬁat follow an acceptance scheme would seriously weaken
present rolationi of a nature to the disadventage of both,

4th. The basis of English credite is the standing '
of the scoepting house located in London, the origihal borrower
does not count in the banking world. fhe besis of the
American credit is the standing snd demonstrated ability of the
individuel merchent or menufacturer.

In England single name oredit does not sxtend heyond the
borrowers own bsnk. In the United States the individuasl coredit
is very broad,

5th. In Englsnd mercentile oredits are obtained through
bills representing sales of merchandise generslly accepted for
a oommis;ion and gathered together by running brokers and by
them sold to bill brokers and discount houses, end from them

perhaps s0ld agein %o the joint steck benks who desl with the
Bank of England. Under certein conditions the discount

houses may deal direct with the Bank of England.

{
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Every chenge of ownership in & bill invelves a new endorse-
ment, each endorser being careful to 1limit the smount of his
endorgement of sny one name as well as tThe total sum of his
endorsements. In the United States oredits are obtained
by means of straight promisgsory notes which on their face show no
sele of merchandise but whioh in fsot ere indlarge majority of
cages less in amount than the sum of ninety days' purchases plus
ninety days' sales, which might be outstanding under the English
system,

6th. As to the question of risk to the hankers: I am not

acquainted with the losses in Englend snd the percentsge thuy
beear annuslly to the average amount outstanding, but if rﬁmor
and newspaper reports are correct they are at least occasional.
In the United States I cean fairly sey that in twenty years'
experience iin dedling in single named oredits 1 have known but
one failuré that was not ocrused by some form of dishonesty or
misrepresentation,snd the loss on that one failure was only 3 1/2% .
As to the dishonest horrowers they form a very infinitesimal part
of the whole and while the aroraso‘annual percentage of loss |
against everage annual outstendings is substantially impossible
to determine exactly, I think it does not equal one mill on one
dollar.

I take 1t that the average British merchant and
menufecturer is no more honest than our American of like stending
and therefore I am willing to ¢laim from the point of view of rid‘
there is substentially no difference. ' ' -

7th. Location of the consumers of discounts in the two
countries: We have seen that in England with its system of joint
stook benks end branches the lsrge sums of cash end therefore the
discounts all scoumulated in London, substantislly in eni plang.

In America the consumers of commercisl psaper are loattoi;d all
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over the country in small units, namely,the smsall oéuntry hanks

and in large city bhanks, I should say there are hetween 2500

end 3000 buyers. In times of essy money the smaller bonntry

banks send their money to the city institutions end teke 2%

on balances snd at these times most of the buying is by city

institutions., When money rates run from 4 1/2% end upward the

country men then withdraws his halances and invests in paper at

a satisfactory rate and the city institutions allow their holdings

to meture. '
The question of the collection end distribution of these bills

is comparatively simplein London hecsuse of the small area and the

gmall number of buyers, tho' the regulation of the volume is the
result of a very delicate machinery, resulting from a combination
of the bank rate and the call rate and exchange,and the bill broker
is the instrument through whom rognlatien. is affected,

In the United States there is nepﬁpor regulation of volume
because the buying forces are so widely scattered with divergent 1n‘—
terests. The americen notebroker is the only pipe line or go
between to carry money from where it acocumlates to where it is
needed. ‘ |

The English bill broker by endorsement guarantees the note
he sells =nd consequently limits the amount he osn take of any one
name not hegitating to divide the sccount with other brokers. ‘

The American does not gusrantee his ssles and is therefore in a
pogition to control the entire output of a given name in a sivi;n
merket, omitting only discounts at a oconcerns own banks, and \ho‘\ én
therefore follow closely the operations of the borrower and :Lf\ he
receives cooperation from the concern's bemks of deposit he o# pla
an importent pert in safeguarding the financisl interests oi';h\i\\q
client, | A e

The lerge city hanks heve in recent yesrs loarnod‘;'tho a&vant
of this cooperation, but unfortunately it is not as gemersl as it

ghould be,
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Another point of difference between England end the United
Stetes is that when the English bank wants to inorease ite
cash holdings it can either sell some parxrt of its portfolio to %
bill broker with ites endorsement ox rediscount with the Bank of
England. Such & bank also generally hss nmade osll losns to bill
brokers end it mey casll these, the finel operation however in the
event of the broker not getting call money elsewhere ;n the ssme
ag the first, visz: rediscount in the Bank of Englend.

One point muet be horne in mind,England by her varistion in th*,
discount rate combined with her internationsl exochange regulates the
flow of gold to and from her beorders. Unless we develo)p £h1.
country as a center of 1ntox:ﬁfz£?:ivgﬁaizzg: we cannot hope to
regulate the general ocurrency rolorngPy means of s discount market
rate, Whet we can 40 however by such a market is to throw

materiasl influences sgainst the hoarding of currenoy in the small
loosl bemks, widu 5t ”‘6@5 Vm;

Foreigu tpthauge riill

fhis gives—a flexibility %o the English money market,
both time and call,which is the oxying need of our Americen system,
for_z;.tho United States, when a bank has once hought paper 1#
ususlly has no market for resale snd csnnot count on getting the
proceeds before maturity of the note. In & few exceptionsal
cases the stronger note brokers have been known t0 buy back paper
from a bank without endorsement, but that is only in exceptional
cages and never in times of generally tight money.
Without discussing the pros snd cons of aoooptanooﬁvn:

gsingle nemed pesper which should be dealt with separately, let us
gsee what is the logical and natural wéy to develop & general
discount ma:kot and the first point of discussion is whether or
not an ondoflomont on each change of ownership is essentisl %o
such & market. If we were to undertake to build up a‘giscbnnf
matket on the endorsement plan it means that we must rx?lt creste
a considerable number of incorxporated discount hounon.‘qaoh with
large capital whose endorsement must be of such a high qualify

thet it must be accepted as substantially perfect by all tho'

Ecderal Reserve Rankof St loyis
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smaller country banks throughout the country as well as in the
big cities.

Acoepting the English theory that a guaranteeing or endorsing
house may safely endorse ten times 1tu.oap1ta1 if properly
distributed and figuring that the "bought paper" in the United
States amounts to 1,000 millions, this would involve a new capitel
investment of 100 millions in such corporations, This would
also result in the genersl disappearsnce of the wonderful single
named oredit of our manufacturing and commercial institutions and
its replacement by the credit of these new institutions,.

The control of the whole credit of our commercisl houses
would then fall into the control of the few large endorsing
organizations, If on the other hand we take the present
American system with some modifications,the machinery for a
digocount market already exists just as soon a8 our reserve bsnks
begin to operate.

The note broker is present to handle the trading back and
forth that & disocount marxrket calls for, All that is needed is
a certsin stendardization of guality in paper to make it open for
rediscount in sn open discount market, This can be accomplished
in either of two ways:

lst, By the establishing of certain qualifications on the
pert of the meker which would insure a good nofe, accompanied
by & certificate from a proper authority that the qualifications
had been fulfilled,

2nd, By the endorsement of the bank originally purchasing the
note. ‘

I have not before me the new law but my recollection is thét
the limitatién imposed by the law on amount of endorsement of any
one bank is sufficient to assure the payment even of & had note
by the endorsing bank. |
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As to the qualifications of the maker I think this csn
be resdily estsblished, A yesr sgo I made a study of aovoloygﬁg
qualificatione in paper to insure s safe investment for savings
benks of New York State in this olass of security. I mean thereby
quelificetions which if adhered to would mske the paper good
without relying upon the judgment of the bank officer making
the purchase. I do not suggest thet paper failing in one or
more of these qualifications is necessarily unsefe or risky or
that s1l sefe peper will fulfill these stendsrds, bub simply thet
any paper which does fulfill these stendard requirements must
necessarily be safe,

For your guidance I am appending a 1ist of quelifications
1 suggest end I am of the opinion that 26% of the paper now out-
standing is capable of meeting them. Ag to the other good snd
sound paper that by the nature of ite business could not fulfill
these stendards end would be to an extent subject to the judgment
of a banker, that could be covered into the rediscount merket by the
endorsement of the purchaging benk.

Tho whole of this scheme does not attempt to go-boydnd the
region of that class of paper which is supposed to be the most
risky, nsmely: single named uneellatersiised netes.

Definite classes of collateralized paper could be sdded to the
rediscount standards which would broaden the field of operations,

- but in developing this,further study on my part is necessary..

Another celss of proper paper for rediscount should be sccepltances
erising out of foreign transsctions which it is hoped the new liw
will develop, provided of course proper safeguards sre thrown
sround these . | an

In feet this whole sketch meke no protcn.o'at oomplotoﬁiga
or finslity. ' R b
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I have prepared it rather hurriedly to give you a suggestion
of natural lines that I boliovo could he safely followed,

The whole scheme should he submitted %o rigid serutiny from .
various points of view and then revised and tuned up as weaknesses
develop. This 18 only the opening overture, buft I am prepared
et any time to take up and discuss the details from the point of
view of one who has handled single named paper for a pexriod of
years.

The greast problem is how to keep the innumerable smell country
banks from hoarding their money in times of stress and thus
inereaging fho pressure in the big cities. I think the method
outlined will tend to do that without upsetting end diminishing
the rational and safe borrowing power and oredit of our sound indus-

triel 4institutions.
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BOSTON CORRESPONDENT

. HARRIS, FORBES & COMPANY ST e O e A T )

PINE STREET COR. WILLIAM CHICAGO CORRESPONDENT
HARRIS TRUST AND SAVINGS BANK

NEwW YORK

LLOY;D W. SMITH, PRESIDENT October 25, 1025 «

My dear Governor Strong:-

When I gleanced around
the table last night and noted the comparatively
few bond men present among the many bank men, I
could not help but feel that you had paid the
house of Harris, Forbes & Company quite a marked
compliment in the invitation‘which you had ex-
tended to me to be present.

On behalf of Harris, Forbes & Company, I
wish to express our appreciation of being permitted
to hear the general discussion and to get a little
more clearly in mind the first-hand information in

'Germany with regard to their financial situation.

Sincerely,
M |

Benjamin Strong, Esquire,
Governor,

Federal Reserve Bank,
New York, N. Y.
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October 26, 1925.

Dear Mr. Stewart:

Mr. Cese has handed me your note of this date.
There is nothing thst I cen write you st once im
reply except to sey that Dr. Schacbt is himself sweiting some

word from Germeny in reply to his csbles, of which you will be
promptly advised.

I beg %o remsain,

Very tmfy yours,

ot
nsh—

Joha H. Stewsrt, Bsg.,
¢/o Messrs. Hambleton & Co.,
43 BExchange Plece, New York.

Bi.LS
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CABLE ADDRESS '"HAMBLETON"

BALTIMORE
10 SO.CALVERT ST.

Cutidtishocd 1565

50-5-25-25

.

LIEBER'S (

CODES.
W.U.TEL. |

NEW YORK
43 EXCHANGE PLACE

' October 27th, 1925,
Y /
/
A
N\
R in Btrol ' Novernor
I 01 oTtrong, Lsd.,, GOovernor s
‘el Reserve Bank,
Li burtJ Street,
VT Aanl-
_‘.\l- Ly Lie L.
Dear Mr., Strong:-
I thank you for your note of
October 26th, and note that ! will advise us
as promptly as possible when Dr. Schacht
Trar adedissa . . = »
had advices from Germany,
Theanking you for your courtesy,
I am
A 1 i .n T « -
Vel RITULL Y Jn_;., / A
/ /4
1/ V(, A v
o 7o
Js/c
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LONDON WILLIAM F. BONBRIGHT & CO, PN R AR
PHILADELPHIA iNCORPORATED. /)))/ :‘z:u‘?:'(
BOSTON 14 WALL STREET BONBRIGHT gzlsl.:::l.rnu
DETROIT DETROIT
<> NEW YORK January 19, 1914.
n 2 .
A /) ¥ |
Benjemin Strong, Jr., fsq., iw#-h.

16 Wall St.,
New York City. JANZ; 1913

My dear Ben:
I enclose herewith a letter from Howard Raodgers, who
wrote our comparison of the Federal Reserve Act, which we sent

out in bulletin form and copy of which I enclose herewith in

case you have not seen it. It is exceedingly instructive and,

I think, well put together. I would like to know what you
think of the enclosed. Run through ,it and give me your comments
at your convenience. This fellow Raigers is a cousin of Star
Childe, and he is a good deal of a student and sometimes shows a

good deal of foresight.

Yours very truly,

——1

— F_T - p—
TR s s

FCW*A*1 : N
Buo. - 8, Mg el 0 5 gt

A
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TANGO OR CONTANGO?

Under the Federal Reserve Act most of the National Banks in the
Reserve and Central Reserve Cities must dance, whether they liks it or not.
They iface the loss of all their reserve deposits amountiﬁg to several hun-
dred millions, and must contribute also to the capital for the Federal
Reserve Banks., On the other hand to remain outside of the system involves

an appalling loss in the value of Government Bonds held to securs circula-

. tion. These banks must decids before February 21st, 1914% otherwise they

may lose their praseﬁt reserve deposits thirty days thereafter,

The country banks, having no reserve deposits to lose may perhaps

taks the full year to decids whether they will join the system. This will

give some opportunity to'obserée its workings. It may possibly be costly
© for these latter banks to delay in settling the question. They may loss

some businsss and may antagonize public sentiment, The State Banks and

e Bk S

f Trust Companies, however, have a reasonabls excuse for pogtponing action,
The laws of several States, for instance, New York and Iqwa; must be first
E amended in order to'permit their banking institutions to hold stock in the
! Federal Reserve Banks,
H The Banks should carefully note that after a sufficient number have’
r entersd the system it will be perfectly simple and sasy to amend the law so
that they cannot get out. TFor this the National Bank Act affords a prece-
dent where it provides that the Banks can take out new circulation frsely,
i but cannot retirs same to exceed in aggregmte $3,000,000,00, per menth for all
the banks in ths country, In a correspond ing manner the amount of capital
{- that ;an in future be retirsd from the Federal Reserve Banks may be limited
to a negligible figure,

Having reached this stage another two lins amendmont mey permit the
Reserve Banks to receive iﬁ&ividual depogits from any one and the process
will be complete. Thé Federal Reserve Bgnks with their branches will then
have practically absorbed the opsrations of the member banks and put them

out of business. The stockholders of these banks will be the hsavy losers,
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To indicate that these possibilities are not exaggerated may be
citad the rscent statement of the Secrstary of the Treasury who is the head
of thé Federal Ressrve Board, that they had now creatsd new banks upon which
;t was impossible to have = éun as the deposits could not bs withdrawn, and
the statement of the President that "the banksrs were not on trial, but had
been convictsd".

The bankars, upon the whole, have recently made a very poor showing
in their attempts to influence Congress and public sentiment by proper and
appropriate methods. They have permitted undesserved criticism and censurs. to
‘pass uncontroverted or even unchallenged, and for fear of being classed as
obstructionists will probably supinely permit a gross seizure of property
committed to their cars by sharsholders and their depositors, For their
neglect they will suffer severely in the future.

 The New York State B;;ks and Trust Companies have now the oppor-
%unity of a lifetime., They should ultimately withdraw their deposits from
the local National Banks, keep their cash reserves strong and in their own
vaults, They should also keep their assets in more convertible form, It
may become nscessary to make their collections dirsct.and to form their
ovn Clearing House, as Congress will probably attempt to apply further re-

strictions to the members of such association. Under the law as it stands

t ~ today it is somewhat hazardous for large énterprises to do their banking bus-
iness with the new system and further burdensome and highly unsound changss are
: already propesed with a‘fair chance for adoption. ‘
Meanwhile, the New York National Banks have no altsrnative but to
dance now or to suffer the hsavy cost entailed by postponing a settlement of
the question of whether or not to join the system,

TANGO OR CONTANGO?
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CABLE ADDRESSES

LONDON WILLIAM P. BONBRIGHT & CO,

NEW YORK

PHILADELPHIA INCORPORATED. LONDON
" BOSTON 14 WALL STREET BONBRIGHT FB’I;ISL:OD:LPHIA
DETROIT DETROIT
£ N4
6 i L 4 NEW YORK January 27, 1914,
~ IOnfre Y«
FEB™ 4 1913

Ben jamin Strong, Jr., Esq.,
16 Wall St.,
New York City.

Dear Sir:
Mr., Walcott was called away from the city today by

the death of his sunt and reguested me to hand you the enclosed

{ggggnniaation from Mr. Burton with his sincere thanks, and ad-

vise you that he would have taken pleasure in seeing you person-
i

ally with it but for his sudden departure from the city.

Yours very truly,
/2 L

. C. Walcott.

JBL*A

Enc.
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WILLIAM P. BONBRIGHT & CO.,

INCORPORATED. PHILADELPHTIA

WILLIAM P. BONBRIGHT & CO. 437 CapsrNuT StREWE
14 WALL STREET BOSTON
s B6 ConerESs STREDT
BONBRIGHT & CO. NEW YORK DETROIT
PARIS ... 1512 Forp BuiLmiNe

NATIONAL BANKING SYSTEM

OF THE

United States

UNDER THE

Federal Reserve Act

BANKING AND CURRENCY SYSTEMS

OF
ENGLAND FRANCE

CANADA GERMANY
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These outlines of the currency systems of five of the most important countries of the world
have been compiled from original sources where accessible, supplemented by Studies of standard
reference books, together with recent private correspondence and cables. The currency sys-
tems in operation are the result of the interpretation through precedent and custom of extensive
legislation; these summaries are intended to present only the most important features for
purposes of comparison, and within these limits we believe them to be accurate.
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National Banking and Currency System

OF THE

United States

UNDER FULL OPERATION OF THE

Federal Reserve Act

AS ENACTED DECEMBER 28, 1918

The Federal Reserve Act apportions the duties of the National Banking
System among three principal bodies. These are the Federal Reserve Banks,
the Federal Reserve Board and the Member Banks.

FEDERAL RESERVE BANKS

The Act provides for not less than eight nor more than twelve Reserve districts in the Con-
tineg?slh elginited States, in each of which a Federal Reserve Bank with its branches is to be
establi .

The capital of these banks is to be obtained by subscription, under penalty of forfeiture of
charter, from the National Banks, of 6% of their capital stock and surplus funds. Banks
under State charters may subscribe under certain regulations to produce conformity. These
subscribing banks are known as Member Banks. Each Federal Reserve bank must have a
minimum capital of $4,000,000. If the bank subscriptions are insufficient, the public and later
the United States may subscribe. No individual subscription shall exceed $25,000.

Only the stock held by banks that join the system has voting power. This latter stock
cannot be sold, transferred or hypothecated. Shareholders in Federal Reserve Banks are liable
equally and ratably, and not one for the other, to the extent of the par of their subscriptions
in addition to the amounts subscribed.

Dividends are cumulative but limited to 69, per annum. Any excess earnings go one-half to
establish a surplus fund, and one-half to the United States until a surplus of 409, of the capital
is created.  Then all the earnings in excess of the 69, dividend go to the United States. The
shareholders have no interest in the above surplus, as in the event of liquidation’of the bank or
when shares are surrendered by retirement of a bank from the system, any surplus above the
par value of the stock and accrued dividends will go to the United States.

Federal Reserve Banks are each to be governed by a Board of Directors of nine members
selected as follows:

Three of Class A—Chosen by the Member Banks and may be bankers.

Three of Class B—Chosen by the Member Banks, shall be actively engaged in some com-
mercial, agricultural or industrial pursuit.

Three of Class C—Chosen by the Federal Reserve Board. One of these shall be the Chair-
man and the Federal Reserve Agent. No director of Class B or C shall be an officer,
director, employee or (if of Class C) a stockholder of any bank.

The Federal Reserve banks can receive deposits only from member banks, from the United
States and for exchange purposes, solely, from other Federal Reserve Banks; but they can deal
in nearly all forms of bills of exchange, domestic and foreign, fand in commercial paper pro-
vided this matures within' ninety days and is not issued for the purpose of carrﬁing bonds
(except U. S. bonds) or stocks. Agricultural and cattle paper running six months may be
dealt in to an amount to be fixed by the Federal Reserve Board.

The Federal Reserve banks may issue currency notes which are to be obligations of the
United States and to be receivable by all the banks in the system and for taxes, customs and
public dues. These shall be redeemed in gold on demand at the Treasury in Washington or in
gold or lawful money at any Federal Reserve Bank. These notes are to be issued at the dis-
cretion of the Federal Reserve Board, to the Federal Reserve banks through their Federal
Reserve Agents. Each Federal Reserve bank must at all times keep on deposit with its agent
collateral to the amount of its issued currency notes, this collateral consisting of the commercial
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paper that said bank has re-discounted for member banks and bearing the endorsements of the
member banks. The Federal Reserve banks shall pay interest on their note issues at rates to
be fixed by the Federal Reserve Board. These notes are a first lien upon the assets of the
Federal Reserve banks. *

Federal Reserve Banks shall maintain gold and lawful money reserves of 359%, against
d:é)osits, and against currency notes in circulation, a gold reserve of 409,. To provide for
redemptions at least 5/40 of this gold reserve for currency notes must be on deposit with the
U. S. Treasurer in Washington.

Federal Reserve Banks may also issue notes against a deposit of Government bonds with
the U. S. Treasurer in the manner heretofore provided for the National Banks but without

limit as to amount.
FEDERAL RESERVE BOARD

The entire system of Federal Reserve banks is to be in charge of and controlled by a Federal
Reserve Board sitting in Washington. This board is to consist of seven members including the
Secretary of the Treasury, who is to be Chairman, the Comptroller of the Currency, both ex-
officio, and five members appointed by the President and approved by the Senate, not more
than one from any district. At least two of these latter must be persons experienced in banking
or finance, but none can be an officer, director or stockholder in any bank, nor a member of
Congress. One shall be designated by the President to serve for two, one for four, one for six,
one for eight, and one for ten years, and thereafter each member so appointed shall serve for a
term of ten years unless sooner removed for cause by the President. From the five appointed
members the President shall designate the Governor, who is to be the active executive officer,
and a Vice-Governor.

The Federal Reserve Board has the following powers:

To require one Federal Reserve Bank to re-discount the discounted paper of another at a rate
fixed by said Board.

To examine Federal Reserve Banks and Member Banks, and to require statements and
reports from them.

To publish each week a detailed statement showing the condition of each Federal Reserve
Bank and a consolidated statement for all Federal Reserve Banks. This is mandatory.

To suspend all reserve requirements, but subject to a tax graduated upon deficiency in
reserve.

To regulate and supervise the issuance of the Federal Reserve currency notes.
To change in any manner the classification of reserve and central reserve cities.

To suspend or remove any officer or director of any Federal Reserve Bank. The com-
pensation of the officers, directors and employees of the Federal Reserve Banks is
also subject to the approval of the Federal Reserve Board.

To write off doubtful or worthless assets of any Reserve Bank, and to suspend, liquidate
or re-organize any such bank.

To require bonds of and to make regulations for the Federal Reserve Agents.

To grant by special permit to National Banks applying therefor, when not in contravention
of State or local law, the right to act as trustee, executor, administrator or registrar
of stocks and bonds under such rules and regulations as the Board may prescribe.

To exercise the functions of a Clearing House, to require Reserve Banks to do the same for
Member Banks and to fix the charges made by Member Banks to their patrons for
checks thus cleared.

To employ and appoint all attorneys, clerks and assistants without regard to the Civil
Service Act.

To levy a semi-annual assessment on the Federal Reserve Banks in proportion to their
capital and surplus to cover the expenses of maintaining the Federal Reserve Board.

There is also created a Federal Advisory Council consisting of members appointed one
by each Federal Reserve Bank. This Council is to meet in Washington at least four times each
year and oftener and elsewhere if deemed advisable.

This Council has power:
To confer with the Federal Reserve Board on general business conditions.
To make oral or written representation to said Board.

To ask for information and to make recommendations upon the general affairs of the
system,
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MEMBER BANKS

The 5% fund deposited with the U. S. Treasurer as a redemption fund for circulating
notes can no longer be counted as part of the reserve of National banks. Provision is made for
the gradual assumption by the Federal Reserve Banks of the present National Bank currency
secured by U. S. bonds, the process being distributed over twenty years, and beginning December
23, 1915. The bonds and circulation so transferred must not exceed $25,000,000 per annum.

After a transition period extending over thirty-six months, the reserves are to be as follows:
Country Banks—129, against demand deposits. 5%, against time deposits.
tl.yof which 4/?5 are to be in the Bank’s own valglts.
5/12 are to be on deposit with the Federal Reserve Bank of its district,
and the balance in either or both of the above places.

Under the National Bank Act the provision is 159, total reserve, of which at least
6/15 must be in vault and the balance of 9/15 may be on deposit in any Reserve City.
Reserve City Banks—15%, against demand deposits. 5%, against time deposits.

of which 5/15 are to be in the Bank’s own vaults.
6/15 are to be on deposit with Federal Reserve Bank in its district,
and the balance in either or both of the above places.

The National Bank Act requires 259, total reserve, of which one-half must be in vault

and balance may be on deposit in Central Reserve Cities.

Central Reserve City Banks—18%, against demand deposits. 5%, against time deposits.
of which 6/18 are to be in the Bank’s own vaults.
7/18 are to be on deposit in the Federal Reserve Bank of its district,

and the balance in either or both of the above places.
The National Bank Act requires 259, total reserve, all to be in vault.
If the above reserves required to be on deposit with the Federal Reserve Banks are drawn
upon by a Member Bank, said bank can make no new loans nor pay any dividend until the
amount is restored.

No Member Bank shall keep on deposit with a non-member bank a sum in excess of 109,
of its own capital and surplus.

National Banks with a capital and surplus of $1,000,000 or more may establish foreign
branches with the approval of the Federal Reserve Board.

National banks not in Central Reserve Cities may make loans secured by improved and
unincumbered farm lands within their district, but such loans shall not be made for longer than
five years, nor for an amount exceeding 509, of the actual value of the property. These loans
may aggregate 25%, of the capital and surplus or one-third of the time deposits of the bank.

Every Director of a Member Bank who participates in or assents to any non-compliance
with or violation of the Federal Reserve Act (other than failure to join the system) shall be
held liable in his personal or individual capacity for all damages which said bank, its share-
holders, or any other person shall have sustained in consequence of such violation.

* The stockholders of every National Bank are now held individually responsible for all con-
tracts, debts and engagements of the Bank, each to the amount of his stock therein at the par
value thereof in addition to the amount invested in such stock, without provision that such
liability shall be equal or ratable and not one for another.

Other than the usual salaries or reasonable fees paid by the Member Bank for services
rendered to said bank by officers, directors and employees, no officer, director, employee or
attorney of a Member Bank shall directly or indirectly receive any fee, commission, gift or
other consideration for or in connection with any transaction or business of the bank under
penalty of $5,000 fine, imprisonment for a year or both.

In addition to examination by National bank examiners and the Federal Reserve Board,
Member Banks are subject to visitorial powers by Congress or a committee of either House.

In 1913 there were in the United States 7,488 National Banks with aggregate
resources of $10,876,852,343.00.

Outside of the National Banking System as reported to Comptroller of the Cur-
rency, were:

14,011 State Banks—ResSources.............coeevueun.. $4,143,052,802.00
1,515 Loan and Trust Companies—Resources......... 5,123,920,197.00
1,016 Private Banks—Resources...................... 182,785,398.00
1,978 Savings Banks—Resources..................... 5,225,485,443.00

18,520 Banks with Resources of........................ $14,675,243,840.00
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Bank of England and British Banking System

The Bank of England was organized in 1694 to assist William III in raising funds to prosecute

the French War. It has had the practical monopoly of note-issuing power in England and
Wales since 1844.

Capital, £14,553,000.

Governed by a Board of twenty-four Directors, and a Governor and Deputy Governor.
Bankers in the English sense, namely discounters of short time paper, are not admitted to the
Board, but this does not exclude financial leaders in other branches of banking.

The Bank of England is not under Government control, but acts as banker and fiscal
agent to the Government. The State has no share in its profits.  The Bank pays for its exclu-
sive note issue privilege about £200,000 per annum, but it receives fees of approximately the

same amount for managing the National debt, and for managing exchequer bonds and bills,
and Treasury notes.

In 1844 the Issue Department and Banking Department were separated. The Banking
Department transferred to the Issue Department £14,000,000 of securities including about
£11,000,000 Government debt due the Bank; also such gold and bullion not immediately
required, and received notes in return therefor. No notes below £5 are issued. Notes are legal
tender except at the Bank. Notes have always been paid in gold. The Issue Department has
never exercised its legal 1priv11ege of maintaining its note reserve partially of silver to the extent
of one-quarter of its gold holdings.

The original issue of notes can be increased by putting out notes equivalent to two-
thirds of the notes of other banks retiring from business and secured by assets taken over from
such banks. This provision has increased the note issue based upon securities to a total of
£18,450,000. Otherwise notes can only be issued against gold deposited by the Banking
Department. The Issue Department has now outstanding £52,324,535 in notes of which the
Banking Department holds £22,716,900.

The Bank Act has been suspended on several occasions of financial emergency (in 1847,
1857 and 1866), when the Government authorized the Issue Department to issue notes to the
Banking Department without a deposit of gold in exchange. The Bank can not derive any
profit from these increased issues, as this profit must go to the Government.

The Bank of England holds extensive deposits of other banks and carnes practically the
entire reserve of the British banking system, but pays no interest on these deposits.
7

The Bank of England has long had complete monopoly of the note issuing power within
sixty-five miles of London.

By the Act of 1844 the existing circulation of the country private and joint stock banks
in England and Wales, was allowed to continue but not to increase. If a bank ceased to issue
notes it could not again resume the issue and if the number of partners in a private bank exceeded
six this power of issue was lost. In 1844 the outstanding circulation of this character was
£5,153,417 for 207 private banks and £3,478,230 for 72 joint stock banks. In 1908, accord-
ing to Conant, only 12 private banks had outstanding notes of £482,744, and 14 joint stock
banks had an issue of £912,308. These notes have no legal tender quality.

Including the joint stock banks the total banking resources of Great Britain are about
£1,100,000,000 Sterling. During recent years there have been many consolidations of pro-
vincial with London banks, so that now some of these joint stock banks are very large, Lloyds’
Bank, for instance, having assets of ap&r)oximately £76,000,000. The English joint stock
banks carry cash resources of about £170,000,000 which include funds with other banks, espe-
cially with the Bank of England, against deposits of £840,000,000 or about 20%, but rely upon the
Bank of England to obtain re-discounts.

Scotland and Ireland have banking systems of their own, but also look to the Bank of
England for assistance in emergencies.

~
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Canadian Banking System

The Canadian Banking System is based upon the law of 1870, which has since been
amended in details. It consists of several large banks each having numerous branches in
the various cities and towns. The shareholders have full ownership "and control; the Gov-
ernment has no participation in the profits of these banks. Notes can be issued up to the
amount of the capital stock and are afirst lien upon all assets. Notes can also be issued above
this limit against a deposit of gold or Dominion notes in the Central Gold Reserves. Since
1908 additional issues up to 15%, of-paid up capital and reserve funds are permitted under
a special tax, not exceeding 5%, to be fixed by the Governor in Council.

In 1912 twenty-five banks had—

Rt IDTCADTERL S < vix 5 w10 16590 0 058 1 610 10 0 5.9 50678 B9 5 16 0 3 @ 5 9P 16 s 1o $112,588,537
INOUEACIECHIATION. i o v o0 55 605 510,56 00 06 7 5 508 566 5 3091 590 8.8 41 608 0 0 5 0 102,011,848
Loans and DiSCOUNtS . ... vvvtvneetnnernernereennennennonannns 1,080,760,051

A redemption fund consisting of 5%, of the note issue is deposited with the Government
as an insurance fund. If a bank fails its notes bear 5% interest until redemption. If the 5%
fund is insufficient the remaining solvent banks are assessed for any deficiency towards paying
the notes of a failed bank in full. The Banks are not required to maintain a specific reserve
against note issues.

Notes have no legal tender quality or Government guarantee.
Redemption is in “specie.” '

Notes are cleared and redeemed at leading commercial centers: Halifax, St. John, Char-
lottetown, Montreal, Toronto, Winnipeg, and Victoria and such other places as may from time to
time be designated by the Treasury Board. This Currency is very elastic, varying 159, to
209, per year in volume. No bank notes are smaller than $5.00.

Dominion Notes, issued by the Dominion Government; against these twenty-five per
cent. reserve is held, of which 159, must be in gold, 75%, in Dominion Bonds, and balance in
securities guaranteed by British Government. All over $22,500,000 must be covered by an
equal amount of gold. This was temporarily exceeded in 1907 to meet the financial crisis but
the excess was later retired.
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Bank of France and French Banking System
The Bank of France was founded in 1800.by Napoleon.

. dIt has had monopoly of note-issuing power in all France since 1848. Notes are full legal
nder.

- The entire capital of 182,500,000 francs is in private hands. The Government appoints the
Governor and both Deputy Governors, also the Director of each branch. There must be at least
one branch to each Department of the country, but this minimum has been largely exceeded.

__ The bank manages the treasury operations without charge. The Government par-
ticipates in the revenue of the Bank only through certain taxes and not through any interest
in the shares or the surplus profits. Fifteen regents and three auditors compose the General
Council, elected by the two hundred largest stockholders.

Issue of notes is regulated by law, but the limit has been repeatedly raised by legislation.
The limit was 350,000,000 francs in 1848, and is now 5,800,000,000 francs by the law of February
9, 1906. Present issue outstanding is 5,697,038,000 francs.

Notes are issued against discounted bills, loans made upon gold or silver bullion, or upon
public funds, and other securities, or upon loans made to the State.

The Bank has the option to redeem its notes in either gold or silver. A tax is paid on note
issues (one-eighth of the rate of discount upon uncovered circulation with minimum annual tax
2,000,000 francs) with an additional tax if the rate of discount is above 5%. This additional
tax is three-quarters of the excess over the 5%. The note issue of this bank is its most impor-
(tiant {ut;lctlon, being now 5,697,038,000 francs, as compared with 671,547,000 francs of general

eposits.

The Bank does an extensive savings deposit business and carries individual deposits pay-
able on demand. Small balances as low as 500 francs ($100) are invited. No interest is paid
on demand deposits.

The leading joint stock banks of France, of which the largest is the Credit Lyonnais, have
deposits and credit accounts of about 3,500,000,000 francs, against which they have cash resources
of about 10% reserve. These banks depend upon rediscounts from the Bank of France, which
can be made to practically an unlimited extent, to meet any emergency.

Imperial Bank of Germany and German Banking System

The Imperial Bank of Germany was founded in 1875, using Bank of Prussia as a basis. It
ll;:;ll{low nearly a monopoly of note issue, as it has assumed the circulation of most of the other
S. .

The Stock is in private hands.
The Bank is managed wholly by the Government.
General Administration is under the Chancellor of the Empire, with four curators.

The Board of Directors has direct administrative authority and is named by the Imperial
Government. A Central Commission of fifteen members and fifteen alternates is chosen by
the shareholders. This commission has supervision over some of the business details.

The Bank’s employees are construed to be Government employees and are pensioned by the
state.

Surplus profits are divided thus: 3149, dividend to stockholders, then 209, of remainder to
accumulate a surplus fund up to 60,000,000 marks; the balance is divided: 259, to stockholders
and 759%, to the Government.

The Bank pays no interest on deposits. Bank Notes are not legal tender. Formerly none were
%lssuedbbelow th% denomination of one hundred marks. Since 1906, fifty and twenty mark notes
ave been issued.

The reserve against Bank notes counsists of cash or its equivalent. This may be money having
currency in Germany, gold and Imperial Treasury bonds.

The authorized circulation must have one-third reserve in the above cash. The limit of
issue may be exceeded and be untaxed if 1009, cash reserve is maintained upon such excess.

Two-thirds of the circulation not covered by cash must be protected by bills of exchange
not exceeding three months, but these are merely general assets. Bank Notes have no prior
lien. Redemption is in “‘coin” at the main office in Berlin. Branches may decline to redeem.

The limit of authorized circulation was first fixed at 250,000,000 marks, plus the circulation
of other banks within the Empire assumed by the Imperial Bank. By law this limit has been
increased, making a total in 1906 of 472,829,000 marks uncovered.

The above legal limit may be exceeded by paying a tax of 5%, per annum upon the excess
(1% S;%ncovered notes. This has been done repeatedly in 1881, 1882, 1889, 1890, 1893, 1895 and

Total circulation outstanding: 1913....1,929,366,000 marks.
1912....1,939,120,000 *
1911....1,701,960,000 *

Government Treasury notes of 120,000,000 marks are in circulation against an equal amount
of gold deposited. These correspond to our “gold certificates.”

The Imperial Bank does a large re-discount business for other banks.

To make room for the circulation of the Imperial Bank the note issues of the various German
States were retired in 1875, by issuing Treasury Bonds of the Imperial Government.

By the law of 1875 the local banks of Germany, over which the authorities of the different
German States had exercised more or less control, were brought under the same rules as the
Imperial Bank, and they were compelled to comply with the new law or abandon the issue of
circulating notes. Through this stringent regulation the local banks have steadily abandoned
the issue of their own notes, so that in 1908 only four local banks, namely, the Bank of Baden,
Bank of Bavaria, Bank of Saxony and Bank of Wurtemburg, continued to issue notes.

There are now many joint stock banks in Germany that do a commercial business and
engage in corporation financing and the flotation of securities. These banks furnish a large
amount of paper for rediscount to the Imperial Bank. Some of these banks are of large impor-
tance, with resources of between one and two billion marks, the Deutsche Bank of Berlin alone
having over one billion eight hundred millions of marks in resources.
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INVESTMENTS OF BANKS THROUGHOUT THE UNITED STATES IN PUBLIC
UTILITY BONDS

The Annual Reports of the Comptroller of the Currency to Congress show the bond invest-
ments of all banks reporting during the last three years as follows; U. S. Government and
“other bonds, stocks, etc.,” not classified further excepted:

1911 1912 1913
Public Utility Bonds.......... $550,200,000 $603,500,000 $721,300,000
Railroad Bonds............... 1,602,100,000 1,631,600,000 1,530,200,000
Municipal Bonds, etc......... 1,200,900,000 1,273,500,000 1,240,000,000

1913 compared with 1912 1913 compared with 1911

Public Utility Bonds.......... Increase 19.59%, Increase 31.19,
Railroad Bonds............... Decrease 6.29, Decrease 4.59%,
Municipal Bonds, etc......... Decrease 2.59%, Increase .3%
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