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. BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE S5YSTEM

Office Correspondence

To The Files Subject:

From Mr. Coe

wee.

After correspondence with Mrs. Hamlin (see letters of May
25 and June 4, 1941) the items attached hereto and listed below,
because of their possible confidential character, were taken from
Volume 220 of Mr. Hamlin's scrap book and placed in the Board's
files:

VOLUME 220

Page 6

Earnings & Expenses of F.R. Banks.

i
Page 63 . :
Memo to Governor Meyer from Mr. Hamlin re Bank of France.

Page 71
Memo to Mr. Hamlin from Mr. Parry re Dr. King's Article.

Page 81
Memo to Mr. Hamlin from Mr. Goldenweiser re Public Debt Retirement.
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EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS, OCTOBER 1931

Jamary - October 1631
Current net earnings [Available for

QOctober 1931
Current net

Current expenses
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Oet. 393k
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Oct. 1930
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ok, 5ol
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$ $155, 268
4, 5l 567,850
170,525

234,091

117,533

101,359
231,635
111,524 112,846

Tl 15L 77,908
135, 260
114,091
220,849
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390,152
190,813
129,399

H
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35,320
80, 231
183,117
15,360
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14,892
19, 25k
15,599
180,019
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-$372,556
-365, 483
148,020
-72,252

-260,705
-85,991
15,005
~243.832

~-2%,810
-196,013
-101,107
141,451

Per cent ]
-2,298,33h
=530, 237
-805,935

-54L 702
-350, 222
-445,670

-124,806
_]'I'Og ' (:?l

"'3 » 1;57
~-724,815

e Can

Ho3,089

998,398
590,571
309,025

2,250,216
2,181,830

2,295,364

1,303,511

0
NRoWwW g

22,985
16,315

Jan. -Oct.1531
1930

5,505,81

3 3,

4ho,248 10,
5,153,138 5,383,975 14,5

22,544, 458
23,694, 210

-1,703, 285 -
7,210,380 5.1

-1,703, 285

7,210,380

—8,75?,823
-762, 759

FEDERAL RESERVE BOARD
DIVISION OF BANK OPZRATIONS
JOVELBER 10, 1931.

*After making allowance for accrued dividends and current debits and credits to
orofit and loss account but not for profit or loss on sales of U. S, securities

held in special investment account.
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Form No. 1310 . .

FEDERAL RESERVE

Office Correspondence ==

Date_ Nowv, i’,r‘,, 1931.

Governor lMeyer Subject:

¥r. Bamlin

Dear Governor Meyer:
In a letter from the State Department circulatel this morning,
containing & statement by Mr. W. Z. Howell, Jr., Chargé d'Affaires of

our Jimbassy in France, there zppears the following statements

"Governor Moret's assistant mentioned yesterday to
a2 mansber of the Hnbasgy staff that the Bank of France
has never been unduly concerned as to the strength and
power of resistance of the dollare. Referring to ‘recent
reports in the press of formal written &gpeements entered
inte between the French :ad American banks of issue, this
official stated that the policy of the Bank of France
was in reality very simple, namely, that the bank will
carry out a policy of close cooperation with the American
institute, and that 1% will maintain its ppesent gold
deposits there, providcd thah the lattor FMllov a congervas

Ta . )

Mr., Howell also encloses o statement from a2 French Jourmal vhich
he says appears to be inspired. In this statement appears the followings
"What the Bank of France was able % promise was not
to canplicate the task of the Federsl Reserve Board by the
withdraval of its deposits, on condition that the jmerican

currency authorities follow a policy that will effectively
assure the defense of the dollar."

The above st .tement of Ggvernor lloret's assistant talten with the

apparently inspired article from the French paper, would seam t0 imply

VOLUME 220
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were asked of th nk of France by the Federsl

HRes / t certai es Were given by the

Banmk of France On cérfain conditions

Toukd It ot Pe 2 good idea to ask I whether out

of the @9Aference with the Bank of France officials with hisg bank, there
emerged any agreement, express or implied, as to th icy of the Fedeml
Reserve System, or any request by the Pederal Reserve e 1@ Bank

of France not to withdraw its deposits?

Sincerely yours,
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Office Corresp0n£nce o
To fr, Hamlin Subject:

From

such wolume of securities ¢ he $5,000,000,000 merntioned

1 —

by the Federal
he volume of

1d purchase s set by tl system's h ‘ f so=-called

&

1R

zold," Whiqé amounted on November 18, a trictl; mputed, to §554,-

amount could be incressed, of course, by reduction

1

perhaps to zero f the reserve ben

represent

could purchase at the
E

hosrsry YDy D0 ] 2 elal- o T a e ar ATl T 18 vOo
£ 900,000,000 c 2C inder present conditions, would

Purchase

have the effect of icing retem't's hold of discounts

000,000 and its holdings of acceptences by $400;,000,000, without

volume of reserve bank

York snd other leading

i@ Federel reserve benks and would reduce the indebted-

),000,000 level. Thet the member banks

proceed ;0 the reserve banks, to incresse their

loans and investments, thus creati

is a pure and probably 1 ustifiied =
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vere elmost altogether out of debt from March, 1930 to September, 1931
- r - ” o

ive, yet at the end of this period their loans and investments were ot

the seme level as &t the beginning s prices were down by more than

-

cent.

think this enalysis ind:

1
who support the propossl whi

tha 'central bank cen force

bad, good borrowers hard

aautious k defense of this assumption, as evidenced for example in

the Mapmillsn report, is that no central bank has ever

sving Securities in really enormous volume.
tionfito this view, that extremely large purchase
interest rates in the open market snd of rates paid on deposit

actually defeat their own ultimate purpose, Investment would become less at-

tractive,es compared with keeping money idle, and the earnings of banks, a

: ]
factor in bank suspensions, would be adversely affected. Such conditions, as
yebert experience shows, encourage "hoarding" in one form or another. To the

Lextent tha hoardir is increesed, the buying relied on to raise prices
would not materisliz 1 in addition the general financiel situation, in-
cind@ing the status prices, might be encouraged.

Tn any cese, it is quite fair to say, as the Macmillan report does sey,
thet “proponents of the view under examination cammot give "a confident answer

to doubters.'
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Office Correspondence ™% D Boveliier 26, 153100

To ¥r, Hamlin Subject: _ Public debt retirement

Mr. Goldenweisey/ ‘.~
_U0.lde S I

G

This is in reély to your ianquiry of November 24 concerning debt
ratirements in excess of those regquired by law,

It appears that there is some uncertainty as to the volume of debt
retirement legzally required by Congress. Conversation with Treasury
officials has disclosed the fact that the Treasury has never definitely
determined the matter, The doubt concerns retirements made under cer-
tain acts of Congress authorizing the Treasury to accept United States
oonds at par in payment of estate taxes, forfeitures, and the like, and
interest owed by foreign governments., The Treasury has invariably budgeted
to debt retirement obligations so received and has cancelled them, without
determining whether this procedure was strictly mandatory from a legal
standpoint. The volume of such retirements since 1919 has been approxi=-
mately one billion dollars. The Treasury has included them in its com-
putation of the "permanent debt reduction program,"

The unquestionably mandatory retirements consist of the sinking fund,
repayments of principal on debts owed the United States by foreign govern-
ments, and receipts from Federal reserve bank and Federal Intermediate
Credit bank franchise taxes, In the table that follows, these are shown
as the "statutory retirement program" and the sum of these plus the doubt-
ful retirements is shown as the "Treasury retirement program."

The accumulated excess of actual over legally mandatory retirements
is larger by a billion dollars if the statutory program is used than if
the Treasury program is used., This discrepancy is likely to acquire polit-
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Mr, Hamlin

No. 2 November 28, 1931

ical importance in the near future, and it is the wish of Treasury
officials that no figures on excess retirements based on the statutory
program be given publicity until they have had opportunity to explain
their position in the matter. Mr. Bell has informed us that Mr. Mills
will be glad to discuss the matter with you at any time,

PUBLIC DEBT RETIREMENTS, JUNE 30, 1919, to JUNE 30, 1931
(In millions of dollars)
Mandatory Retirements Excess of Actual
Gross Net Retirements over
Debt Retirement Statutory Treasury Statutory Treasury
on During the Program Program Program Program
June 30 Year

1919 25,485

1920 24,299 1,185 76 79 1,109 1,106
21 23,977 322 396 47 ~74 -105
22 22,963 1,014 401 423 613 591
23 22,350 614 327 403 287 211
24 21,251 1,099 361 458 738 641
25 20,516 735 330 467 405 268
26 19,643 873 351 487 522 386
27 18,512 1,131 379 520 752 611
28 17,604 908 402 540 506 368
29 16,931 673 411 550 262 123
30 16,185 746 484 554 262 192
31 16,801 ~5616 440 440 -1,056  =1,056

Net retirements June 30.'T§f§ to June 30, 1931 R S e 8,684
Statutory retirement program ...... vinie s Hiseishs B WA LG 5 4,358
Treasury retirement program ... = A L Y (S 5,348
Excess of actual retirements over statutory program ..,....... 4 326
Excess of actual retirements over Treasury progral ....ecee..s 3, 336

From June 30 to October 31 of this year the gross debt increased by
$491,000,000. During these four months approximately $150,000,000 of retire-
ments accrued under either retirement program., The excess of actual retire~

ments over the retirement programs was therefore less by some $650,000,000

than on June 30, The excess of retirements over the statutory program was




November 28, 1931

therefore &bout $3,700,000,000 on October 31, while the excess over the

Tréasury program was about $2,700,000,000
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