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



SUBJECT FILE

J

/ z p j & e v .  £ e s & m s ’ B a / h s j

d f F / e f  C o a k m s p o n D G m c * ’

/?3 }

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



X  C C *  1  * FEDERAL RESERVEUrtice Correspondence B0ARD Date_ March 2 , 1951♦
To All members of the Board_______  Subject:_____________'_____________

From . McClelland___________  ______________________ •_____________ 2
m  2— 8495

At the meeting of the Board today there was ordered circulated the 
attached memorandum, dated February 27th, from the Boardfs General Counsel, 
with regard to the condition of membership limiting the purchase of bank stocks 
by member banks.

For the further information of the members of the Board, there is also 
attached copy of a memorandum dated September 30, 1930 from the Assistant 
Secretary setting forth the statements adopted at the fall conference of 
Governors and Federal Reserve agents with regard to the proposed revision of this 
condition of membership.

At the meeting of the Board on September 30th the question of revision 
of the condition was discussed in the light of the statements adopted by the 
Governors and Federal Reserve agents, and in accordance with the recommendation 
of the Agents Conference, it was voted to hold the matter in abeyapee.

Governor Meyer 
Mr. Hamlin L-"
Mr. Miller

Mr. James 
Mr. Pole

Please circulate promptly and return to the Secretaryfs office
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. F o rm  No. 181

Office Correspondence
To__-Mr. Hamlin — ----------------

From jfr• -Wyatt - General Counsel

Dear Mr* Hamlin:

FEDERAL RESERVE
BOARD ,

Date. February 27, 1931.

Subjects Information re condition of 
membership limiting purchase of bank 
stocks.

a r .  2— 849ft

In accordance with your request, I respectfully submit here
with the following on the above subject:

1. A draft of a resolution prescribing a uniform policy 
for the Federal Reserve Board with respect to granting State member 
banks permission to purchase stock in other banks. (As requested, 
this resolution is drawn in alternative form, so as to establish
a uniform policy of either, (a) granting permission to purchase 
an amount not exceeding 20 per cent, of the total stock of the 
bank whose stock is purchased, or (b) granting such permission 
unless, in the judgment of the Federal Reserve Board, the purchase 
of such stock will endanger the solvency of either the purchasing 
bank or the bank whose stock is purchased);

2. A copy of a memorandum addressed by Mr. McClelland to 
Governor Meyer under date of February 20, 1931, reciting the history 
of the negotiations between the Federal Reserve Board and the Peoples 
Pittsburgh Trust Company pertaining to this condition of membership;

3. A copy of a letter on this subject addressed to the said 
bank under date of April 5, 1920, which summarizes the Board*s past 
policies with respect to prescribing such conditions of membership:

4. A copy of an opinion rendered by Mr. Vest under date 
of February 9, 1929, with respect to the Board*s power to prescribe 
such conditions of membership; and

5. A copy of the opinion rendered by the Attorney General 
on February 18, 1928 with the portions affecting this general subject 
marked with a red pencil. (See pages 5 and 6).

I trust that this will give you all the information you desire 
on this subject.

fully

liter Wyat#, 
General Counsel

AT EXECUTIVE COMMITTEI 
MEETING

MAR 2 1931
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WHEREAS, the Federal Reserve Board prescribed for certain 

State bonks and trust companies admitted to membership in the Federal 

Reserve System prior to April 7, 1924, a condition of membership to the 

effect that such banks should not, without first obtaining the approval 

of the Federal Reserve Board, "directly or indirectly, through affiliated 

corporations or otherwise, acquire an interest in another bank in excess 

of 20 per cent* of the capital stock of such other bank, nor directly 

indii ec ̂ ly pi omote the establishment of any new bank for the purpose 

acquiring such an interest in it, nor make any arrangement to acquire 

such an interest";

WHEREAS, the Federal Reserve Board prescribed the following 

condition of membership for all State banks and trust companies admitted 

to membership in the Federal Reserve System between April 7, 1924, and 

January 3, 1928:

"Such bank or trust company except after applying for and 
receiving the permission of the Federal Reserve Board, shall 
not consolidate with or absorb or purchase the assets of any 
other bank or branch bank for the purpose of operating such 
bank or branch bank as a branch of the applying bank; nor 
directly or indirectly, through affiliated corporations or 
otherwise, acquire an interest in another bank in excess of 20 
per cent of the capital stock of such other bank; nor directly 
or indirectly promote the establishment of any new bank for the 
purpose of acquiring such an interest in it; nor make any 
arrangement to acquire such an interest,"

WHEREAS, the Board has prescribed the following condition of 

membership for all Suate banks and trust companies admitted to membership 

in the Federal Reserve System since January 3, 1928:

"Except after applying for and receiving the permission 
of the Federal Reserve Board, such bank or trust company
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WHEREAS, it is desirable that the Federal Reserve Board have a 

uniform policy with respect to the administration and enforcement of the 

above conditions of membership and to the granting of permits thereunder;

NOW, THEREFORE, BE IT RESOLVED by the Federal Reserve Board, that, 

whenever any State bank or trust company subject to one of the above con

ditions of membership applies for the permission of the Federal Reserve 

Board to purchase or acquire stock in any other bank or trust company 

before actually purchasing or acquiring such stock, the Federal Reserve 

Board will grant it permission to purchase such stock in an amount not 

exceeding twenty per cent, of the total amount of stock of such other 

bank or trust company outstanding on the date of the application.

(Alternative draft of the last clause of above resolution)

NOW, THEREFORE, BE IT RESOLVED by the Federal Reserve Board 

that, whenever any State bank or trust company which is subject to any 

one of the above conditions of membership applies to the Federal Reserve 

Board for permission to purchase stock in any other bank or trust company 

before actually purchasing or acquiring such stock, the Federal Reserve Board 

will grant such permission, unless, in the judgment of the Federal 

Reserve Board, the purchase of such stock will endanger the solvency 

of either the purchasing bank or the bank whose stock is purchased.

shall not acquire an interest in any other bank or trust
company, through the purchase of stock in such other bank
or trust company."
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COPY
February 20, 1931*• To-Governor Meyer 

From- Mr. McClelland.

On January 25, 1929, Mr. A. C. Robinson, President of the Peoples 

Savings and Trust Company, Pittsburgh, Pennsylvania, which institution later 

consolidated with the Pittsburgh Trust Company to form the Peoples-Pittsburgh 

Trust Company, wrote to the Federal Reserve Agent at Cleveland in connection 

with an application which had been filed by the Peoples Savings and Trust Com

pany for membership in the Federal Reserve System. In this letter he called 

attention to the condition of membership regularly imposed by the Board regard

ing the purchase of bank stocks by member banks, and stated in part as follows:

“As you know, the Peoples Savings and Trust Company has acquired 
interests in other banks in the City of Pittsburgh and its immediate 
vicinity. The policy of our Company has not been to acquire stocks of 
other banks for the purpose of creating a chain of banking institutions 
monopolizing business in a great territory, but simply to expand our own 
business and to protect that already acquired, by securing control of 
other banks located in various adjoining sections which are really civic 
centers in themselves.

»if the }imitations implied in the regulation quoted are to be 
strictly enforced, it is obvious that no additional banks can be acquired, 
because the very delay and publicity involved would prevent the consum
mation of the purchase of sufficient stock to make it worth our while. 

r We have no such expansicnin mind at the present time, but an opportunity 
might arise.

**I therefore am writing you this letter with the request that 
you ascertain from the Federal Reserve Board whether membership in the 
Federal Reserve System can be permitted our institution with the under
standing that the condition named above shall be effective with reservation 
to us of the right to acquire an interest in other banks and trust com
panies as fully as we are permitted by the laws of the Commonwealth of 
Pennsylvania under which we are incorporated. 11 .

In a letter to the Board on January 28, transmitting Mr. Robinson’s letter the 

Federal Reserve Agent at Cleveland stated that he was familiar with practices 

followed by the applicant bank in acquiring contio 1 in banking institutions in 

the Pittsburgh District, and fdlt the action of the bank had not onl/ been profit

able to it but had tended to improve materially the banking practices of the 

institutions in which this bank owned stock. He urged uif possible, that some 

plan be evolved whereby there can be compliance with the request made by Mr.
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Robinson, as I feel that it would be extremely unfortunate if this bank fails to be

come a member on this account." A memorandum in the files from the Board’s Committee 

on Examination quotes the Chairman of the Cleveland bank as saying that the applicant 

bank is one of the largest and best managed state banks in the Fourth District which 

is not a member of the System, andas strongly recommending its admission even if nec

essary to waive the usual condition of membership.

There is in the files a memorandum from Counsel stating that while the 

Board might, if it wished to do so, waive the condition of membership, if that ac

tion were taken, the Peoples Savings and Trust Company would have an advantage over 

state banks and trust companies admitted to the System subject to the condition,of 

which there are several in Pennsylvania. After considerable discussion at meetings 

of the Board the application was finally approved on March 1, 1929, subject to the 

regular conditions of membership contained in the Board’s Regulation"!!, "Series of 

1928, the bank being advised that after careful consideration, the Federal Reserve 

Board did not feel that it could waive the particular condition referred to above*

Under date of April 1, 1929, Mr. Robinson wrote the Board inquiring 

whether this condition of membership applies equally to all member banks of the 

Federal Reserve System. A copy of the Board’s reply to Mr. Robinson’s letter dated 

April 5, 1929, is attached*

On April 17, 1929, a letter was received from the Vice President of 

the Peoples Savings and Trust Company advising that the directors of the bank 

had given the conditions of membership consideration and had agreed to conform 

to the regulations and conditions required for membership. The bank was formally

admitted to membership on April 22, 1929*

Under date of September 14, 1929, the Peoples Savings and Trust Company 

and the Pittsburgh Trust Company merged under the name of the Peoples—
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Pittsburgh Trust Company, under a Pennsylvania statute providing that 

the consolidated corporation should possess in perpetuity all the 

rights, privileges, franchises and properties theretofore vested in or 

belonging to each of the corporations. The condition in question was 

not imposed upon the Pittsburgh Trust Company, but the Board* s Counsel 

has held that where two banks consolidate under the Pennsylvania stat

ute, the new institution is subject to all conditions imposed on the 

consolidating banks at the time of the merger.

All the other facts in connection with the bank's applica

tion for approval of the purchase of stock in the First National 

Bank of Wilkinsburg are contained in the attached memorandum Which 

has already been brought to your attention*
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Mr. A, C. Robinson, President, 
Peoples Savings and Trust Company, 
Pittsburgh, Pennsylvania.

Dear Sir:

I have your le tte r  of April 1 inquiring whether 
the following condition of'membership applies to a l l  member 
banka of the Federal reserve system:

"Except a fter  applying for and receiving the 
permission o f the Federal Reserve Board, such bank 
or trust company shall not acquire an interest in 
any other bank or trust company, through the pur
chase of stock in such other bank or trust woupany. ^

This particular condition o f membership in the form 
quoted was incorporated into the Regulations of the Federal 
Reserve Board, Series of 1928, which became effective  January 3 , 
1928 and i t  has been imposed on every State bank or trust 
company which has been admitted to the Federal reserve system
since that time.

In the Board’ s amended Regulation H o f 1924, effective  
4p ril 7 , 1924, the following condition was prescribed as one to 
be imposed on State banks and trust companies becoming members 
o f the Federal reserve system:

Y~' "Such bank or trust company, except a fter  apply
ing for receiving the permission of the Federal 
Reserve Board, shall not consolidate with or absorb or 
purchase the assets of any other bank or branch bank 
for the purpose of operating such back or branch bank 
as a branch of the applying bank; nor d irectly  or in
d irectly , through a ffilia te d  corporations or otherwise, 
acquire an interest in another bank in excess of 20 
per cent of the capital stock of such other bank; nor 
directly  or indirectly promote the establishment of 
any new bank for the purpose of acquiring such an in
terest in i t ;  nor make any arrangement to acquire such

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



* '•

- 2 -

an interest.**

State **» M p o «d  on a l l

S S T *  reserve syst** between April " S s f l S t ^ V

proriding t  C° “f  t lo »  of - » » - s h i p
not, without f ir s t  obtainin' tht**” *  8Ub^act thereto should 
•arre BoaS? ‘ d i t e c U ^ o f  ° V ^  ?Bderai » -
p o rtio n s  0;  otherwise I c o ^ ^ n  f ^ I  0^  a ff llia te d  «>r- 
ln  excess o f SO per cent o f th» intewest in another bank
bade, nor dire -tly  or indirenn l3  ̂ stock o f such other 
any new bank fnn indirectly promote the establishment of

i T i ^ ' n o ^ L L  J T a ^ ^ e n 0; M * ? *  ” *  “

or trust 0 ^ 7 ^  « J  S s t ^

the Federal reserve^tystem* ̂ ot which ar® ‘̂ b e r s  of
of banks mentioned above Ire not^?*****!? 0ae of tile classes membership to which »DU »>.. subject to the condition of 
condition y ref*r or to * ^ t a n t i a l i y  similar

desire. 1 trtt** * * *  *“ * i?ivea * ° u th» lnfon*»tiou which you

Very truly yours,

J. C. Hoell, 
Assistant Secretary.

GBV:vdb

® ■
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F o A n  No. 131

' A / V '  .T 'l  <■ FEDERAL RESERVE

(Jrnce Correspondence B0ARD Date_ Marc,h 9, 19,3]____

To______ Governor Moyer___________ Subject:______________________________________________

From -.Mr. McClelland_____________ _______________________________ ______

H  •"
There is attached hereto, for your information, copy of a memorandum 

prepared in the Board’s Division of Research and Statistics, giving sum
maries of recommendations of changes in the banking law, made by Mr.
Pole, Mr. Broderick, Mr. Roosevelt's Banking Commission, and Warburg.
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RECOMMENDATIONS OF THE COMPTROLLER OF THE CURRENCY,
ANNUAL REPORT. 1910

I .  Croup and Chain Banking

No national hank should he permitted to become a part of a group 

banking system, except on the condition that a l l  other hanks in the group 

are national hanks; and when a State member hank of the Federal reserve 

system is a part of a group, the Federal Government should he given v is i -  

torial powers over the entire group. More specifically ;

(a) No corporation should he permitted to own a majority of the stock 

of a national hank i f  it  owns at the same time a majority of the stock of a 

State hank.

(h) The Comptroller of the Currency should he given v is ito ria l power 

over any corporation owning a majority of the stock of a national hank.

(c) No national hank should he permitted to make a loan on the security  

of the stock of a corporation owning a majority of the stock of the lending 

hank,

I I .  Branch Banking

A. The McFadden Act should he amended to permit national hanks in 

important commercial and financial centers to establish branches in the area 

that is  economically and financially tributary to such centers without re

gard to State boundaries or to State hanking laws. The privilege should he 

limited to hanks in c itie s  serving a territory sufficient to provide economic 

diversification . The trade area within which hanks located in such c itie s  

may extend their branches should he defined by a committee consisting of the 

Comptroller of the Currency, the Secretary of the Treasury, and the Governor 

of the Federal Reserve Board, Banks permitted to have branches in a trade 

area should have a minimum capital of $ 1 , 0 0 0 ,0 0 0  and the extension of 

branches should he subject to the approval of the Comptroller of the Currency.

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



I

B. The National Bank Consolidation Act should be amended to permit 

any bank within the trade area to consolidate under national charter with 

the approval of the Comptroller of the Currency.

I I I .  A ffilia te s

A. The Comptroller of the Currency should have authority to examine 

security or investment companies a ffilia te d  with national banks.

IV. Fiduciary Powers

A. The law should be amended to provide that the exercise of fidu

ciary powers shall be one of the corporate powers of a national banking 

association, subject to the existing lim itations regarding State laws now 

contained in the Federal Reserve Act.

V. Liquidation of National Banks

A. The Comptroller of the Currency should be given supervision of 

national banks going into voluntary liquidation and the liquidating agent 

should be required to give bond and render reports to the Comptroller of 

the Currency in the same manner as the receiver of an insolvent bank.
%

VI. Circulating False Reports

A. It should be made a crime to maliciously make or circulate any 

fa lse  report concerning a national bank, or a member of the Federal re

serve system, which imputes insolvency or unsound financial condition.

VII. Banks in the D istrict of Columbia

A. Certain recommendations are included regarding changes in the laws 

governing banks in the D istrict of Columbia

-2-
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RECOMMENDATIONS OF THE NEW YORK SUPERINTENDENT OF BANKS,
MR. JOSEPH A. BRODERICK, IN HIS ANNUAL REPORT,

RELEASED JANUARY 7 , 1 9 3 1.
I .  Supervision

A. Permit the Superintendent of Banks in his discretion to omit one 

examination a year of a hank or trust company which is a member of the New 

York Clearing House Association and accept in lieu  thereof the report of the 

Clearing House examination made during the year,

B, Require the directors of a banking institution  to examine it  at 

least every six months, such examinations to include a complete review by 

each director of a l l  loans and investments in excess of one-tenth of 1  per 

cent of the capital and surplus of the in stitu tion . At least once in every 

two years this examination to include a complete verification  of the bank! s 

deposit l ia b i l i t ie s .

I I .  Officers and Directors

A, Permit the Superintendent of Banks to remove officers and directors 

of banking institutions who have persistently violated the banking laws or who 

have been guilty of continuance of unsafe or unsound banking p o lic ies .

B, Prohibit any o fficer  or employee of a bank to borrow from or other

wise become directly or indirectly obligated to the in stitu tion  by which he is  

employed,

C, Prohibit any o fficer  of a bank from becoming an o fficer  of any com

pany engaged primarily in the purchase or sale of securities.

D, Require a director of a banking institution  who is  directly or in

directly obligated on any loan made by such institution  either to him or to 

others to f i l e  once a year with the bank, and at such other times as the 

Superintendent of Banks may require, a statement of his financial condition.

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



- k -

E. Require banks to render each year to stockholders a report of the 

attendance of directors at meetings held during the year.

I I I .  Chain. Group. and Branch Banking

A. Permit the Superintendent of Banks to examine any corporation owning 

1 0  per cent or more of the capital stock of any corporation organized under the 

banking laws.
any

B. Require/holding company owning stock in a banking institution to main

tain reserves or to furnish a surety bond to protect the double l ia b il ity  

attaching to such stock.

C. Permit savings banks, with the approval of the Superintendent of Banks, 

to establish deposit and withdrawal stations in the county in which the prin

cipal o ffice  is located, and to move to another place within a county branch 

offices acquired by a merger with other savings banks.

IV. A ffilia te s

A. No banking institution  should be permitted to invest more than 10 per 

cent of its  capital and surplus in the stock or obligations of an a f f i l ia t e  or 

its  subsidiaries, or to extend to an a f f i l ia t e  a loan of over this amount or to 

lend more than th is on security of shares or obligations of an a f f i l ia t e .

3 . The stock of a l l  banks subject to the department of banking should be 

evidenced by individual certificates of stock which shall not be coupled with 

the stock of any other corporation. A ll such arrangements now obtaining should 

terminate within two years.

V. Mergers

A. Permit prompt mergers of banking institutions in emergency without a 

vote of the stockholders and without the usual two weeks notice. This should be 

possible only with the approval of the Superintendent of Banks and on his decla

ration that the merger is necessary to prevent the closing of one of the in sti

tutions.
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VI. Reserve Requirements

A, Require banks and trust companies to maintain reserves against time 

deposits.

B. Forbid deduction of foreign exchange balances in computing net de

mand deposits subject to reserves.

V II. Investments

A* Limit the aggregate amount a banking institution  may invest in stocks 

and bonds of other corporations.

B. Permit the Superintendent of Banks at the expense of banicing in stitu 

tions, including savings banks, to order an appraisal of real estate owned or 

mortgaged to the bank by an independent impartial appraiser of recognized 

standing.

V III. Segregation of Accounts

A. Require segregation of th rift accounts in commercial banks in c itie s  

over 7 5 ,0 0 0  and place a restriction  on the investment of such th rift funds.

IX. Bankers Balances

A. Limit the funds a banking institution  may deposit in any other bank, 

distinguishing deposits in designated reserve depositaries, in domestic in sti

tutions not acting as reserve agents, and in foreign banking in stitu tion s.

X. Private Bankers

A. Require a periodic audit of the deposit l ia b i l i t ie s  of private bank

ers by an independent auditor.

B. Require private bankers to discontinue accepting deposits by June 30,

1931 an<l to liquidate their deposit l ia b i l i t ie s  by December 31. 1931 •
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PRINCIPAL RECOMMENDATIONS MADE 3Y GOVERNOR ROOSEVELT1 S BANK
ING COMMISSION (GEORGE W. DAVISON, CHAIRMAN); JANUARY 2 9 , 1 9 3 0 .

I . Supervision

The Banking Department should "be kept out of p o lit ic s . It should 

also be enlarged and reorganized and salaries should be raised— e .g .,  the 

salary of the Superintendent should be raised from $12,000 to $15,000, he 

should have an assistant at $1 2 , 5 0 0 , and the next six members of his de

partment— a ll  to be under c iv il  service— should get $ 1 2 ,0 0 0  each.

The Banking Department should be given more extensive powers relative  

to the examination of such private banks as make a practice of accepting 

deposits.

The Banking Superintendent should be given a limited authority to ex

amine a ff i l ia t e s  of banks— i . e . ,  to the extent required to obtain fu ll  in

formation as to the financial condition of the bank.

Investment trusts should remain exempt from examination by the Banking 

Department.

Caution should be exercised in chartering new in stitu tion s.

I I .  O fficers and Directors of Banks

Law enforcement o fficers , including judges and d istrict attorneys, 

should be prohibited from serving as officers or directors of banks.

It should be the duty of bank officers to inform their directors of 

disciplinary communications from the Banking Department.

To impose additional responsibilities on bank directors, beyond . 

specified lim its , would discourage men of the type needed by banks from 

serving as directors.

I I I .  Chain and 3ranch Banking

Chain banking should be prohibited and branch barking confined to 

lim ited regions. It is  important, however, that State and Federal laws
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on these matters should he uniform, and for this reason further study 

should precede further legislation.

Savings hanks, subject to the approval of the Banking Superintendent, 

should he permitted to open receiving and paying stations.

IV. Reserve Requirements

The law should he amended to require the establishment for State in

stitutions of 3  per cent reserves against a ll  time deposits— which are at 

present exempt from reserve requirements; attention is  called to the fact 

that so-called th rift deposits in commercial banks are for practical pur

poses demand deposits. The segregating of th rift or savings accounts is  

not recommended.

The same reserves against deposits should he required of private 

hankers as are required of incorporated hanks.

V. Fiduciary Powers

The law should he amended to permit any banking association organized 

under Federal law to become a trust company under State law.

This commission was appointed August 19, 1 9 2 9 , and reported January 2 9 , 

1930* It was composed of George V/. Davison of New York, Chairman; Howard 

B issell of Buffalo; James Byrne, Darwin H. James, Russell C. Leffingwell, 

Henry W. Pollock, Ray Morris, Jesse Isadore Strauss, and William H. Woodin, 

a l l  of New York, and Messrs. Campbell and Cheney, members of the New York 

State Senate.

The report of this commission was submitted at the same time as a re

port from another investigating agency— the so-called "L egislative  Com

m ittee," which had been named to consider savings banks. The reports of 

the two agencies do not agree in a l l  respects.
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MR. WARBURG’ S SUGGESTIONS FOR CHANGES IN BANKING 
LAW AND PRACTICE

The following suggestions made by Mr. Warburg are lis te d  without much 

explanation as they appeared in his Chapter XII entitled ’’Looking Forward” 

in the book on the Federal Reserve System, Volume I , page *+5 6 , et sequ.

1* He believes that the introduction of term settlement would increase 

the market for b i l ls  and diminish the amount of ca ll loans.

2 . He wants to bring about some rule by which each bank that invests a 

given amount in ca ll loans should be required to invest an equal amount in ac

ceptances of loans thereon. This also would increase the market for b i l ls  and 

would give the banks a secondary reserve in the discount market.

3* He wants to have a similar rule apply to loans made by banks for ac

count of nonbanking lenders. Only in that case the amount invested in b i l ls  

does not need to be 100 per cent of the loan. He thinks that the law might f ix  

a maximum percentage and the Federal Reserve Board determine a minimum percentage.

U, Remove income tax on income from acceptances.

5* Possibly establish a higher rate on discounts secured by Governments.

6 . Is negative. He disapproves of lombard loans. ’’One shudders to think

what would happen to the Federal reserve system i f  its  doors were open for the 

carrying of stock exchange c o lla te r a l.” *'

7. He does not believe in regulating commodity prices.

8 . He wants to introduce a system by which immediate credit w ill be 

given to banks for a l l  checks deposited and interest charged for the time 

necessary for the check to reach its  place of payment, but not for the return 

tr ip . He believes that this would give the system a very large contact with 

the market and would supplement its  open-market powers. He thinks that member 

banks might have the choice of getting deferred credit, or pay interest and

-  8 -

get immediate credit.
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9- In order not to bring about in flation  by the adoption of immediate 

credit, the Board should have authority to raise required reserves on time de

p o sits .

This matter of immediate credit at interest is  not su fficien tly  clearly  

stated in the book. Presumably there are other places where Mr. Warburg has 

elaborated.

10. Abolish national bank notes.

11. Establish and maintain a definite relationship between the discount 

rate and the rate paid by banks on deposits.

12. Modification of Federal Reserve Board membership:

(a) Each appointive member to spend his last four years: 2 as Vice
Governor, and 2 as Governor of the Board.

(b) The Governor should be Chairman of the Board and the Vice-Governor 
the Vice-Chairman.

(c) Secretary of the Treasury should not be on the Board, but the 
Undersecretary should.

(d) The Comptroller of the Currency should either be under the Board 
or o ff the Board.

(e) Board members whose terms expire should be e lig ib le  for reappoint
ment by the President without confirmation of the Senate.

( f )  In addition to the eight members of the Board now provided for, 
there should be four members selected by the President from a l i s t  sub
mitted by four groups of Federal reserve directorates. Each group should 
comprise the directorates of three reserve banks acting jo in tly . These 
four members would, therefore, be representatives of the Federal reserve 
banks on the Board. The members should attend only monthly meetings at 
which open-market policy and discount rate policy would be determined.
They would liv e  outside of Washington and be contact points. Their sa l
aries would be paid by the reserve banks and the intimation is  that they 
would be in proportion to the salaries paid to officers of the reserve 
banks, rather than to the Federal Reserve Board.

13. Mr. Warburg also proposes a change in the method of electing director

ates of the reserve banks. The election should be made by the branch territo ries , 

each branch territory selecting three Class A and Class B directors, and the Board 

appoint three Class C directors. From each of these branch territories one of
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the Class A and one of the Class B directors should Be selected to serve on 
the directorate of the Federal reserve bank, the Class C directors being 
appointed for the purpose by the Federal Reserve Board as at present.
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F o r m  N d . 131

Office Correspondence
To____Governor Meyer

FEDERAL RESERVE 
BOARD

/ Date April 1, 1931 
Subject ’.....Growth of population

From Goldenweiser

.In the past decade the population of the United States has been increas
ing at an average rate of 1.57 per cent a year, about the same rate as in 
the preceding decade, but much more slowly than in the opening years of the 
century, when each year brought an increase of E.l per cent in the popula

tion.
Even within the last decade the rate of population growth has been slow

ing down. Since 1924 the annual rate of increase has been about 1.25 per 
cent in comparison with about 1.75 per cent in the last years before-the 
World War. This recent decline is the result of restriction of immigration 

in 1921, made more drastic in 1924, and also of the more rapid decline of 
the birth rate than of the death rate.

Population experts anticipate a continued gradual decline in the rate 

of population growth until by 1970 the annual rate of increase will be slight
ly more than one half of one per cent and the American population will be 
practically stationary. In another forty years it is estimated that there 
will be 50,000,000 more people in the United States than at present, or a 
total population of about 170,000,000. These estimates assume that net ad
ditions to population through immigration to the United States will be re
stricted to 200,000 a year— which is slightly higher than the gain in 1930 
from this source, and may be an overestimate in view of the more stringent 
immigration laws passed by the last Congress. They also assume that tne 
birth rate will continue to decline more rapidly than the death rate. Popu
lation estimates for the next forty years, together with a record of popula
tion groY/th since 1800, are shown in the table and on the accompanying charts.
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The migration from farms to cities will continue in the next four 
decades but at a slower rate, it is predicted, and by 1970 about 70 per 
cent of Americans will be city-dwellers. At present 56.2 per cent of the 
population is urban, in contrast to 51.4 per cent in 1920, and 40 per cent 

at the turn of the century.
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POPULATION OP THE UNITED STATES 1800-1930
Number

1800 5,308,483
1810 7,239,881
1820 9,638,453
1830 12,866,020
1840 17,069,453

1850 23,191,876
1860 31,443,321
1870 38,558,371
1880 50,155,783
1890 62,947,714

1900 75,994,575
1910 91,972,266
1920 105,710,620
1930 122,775,046

Per cent of increase 
from preceding census 1/

. . .  t

36.4
33.1
33.5
32.7
35.9
35.6
26.6
26.0
25.5
20.7 
21.0 
15.4
15.7

ESTIMATES OF FUTURE POPULATION 

A
Number Per cent of increase 

from preceding census

1940 138,250,000 11.9
1950 151,620,000 9.7
1960 162,670,000 7.3
1970 171,460,000 5.4

UNITED STATES 1930-1970

B
Number Per cent of increase

from preceding census

136,318,000 11.4
148,678,000 9.1
159,230,000 7.1
167,945,000 5.5

A Estimate by Dr. P. K. TChelpton of the Scripps Foundation. 
This is probably the most careful of the two.

B Estimate by Dr. Raymond Pearl of Johns Hopkins University.

1/ U. S. Bureau of Census. Corrected figures for 1870 and 1880; 
“ rate of increase in 1910-1920 and 1920-1930 corrected for un

equal length of intercensal periods.
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U . s .  CENSUS

ANNUAL AVERAGE PERCENT OF INCREASE IN POPULATION 
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F oriA  N o . 131

Office Correspondence
FEDERAL RESERVE 

BOARD

To. Hovernor Meyer

F r o m ___Mr. Goldenwei

Date April 2f 1931 
Subject* Deposits in Savings Banks

• to 2—8495

Figures of deposits in savings banks are currently available— by months—  

for savings banks in New England, in the State of New York, and in the City of 
Baltimore. Tables giving these figures are attached; they include altogether 
about 70 per cent of the deposits of all mutual savings banks in the United 
States and about 20 per cent of the estimated volume of savings deposits in 
all banks. Some additional figures are being assembled for parts of Ohio 8nd 
Pennsylvania and these will be forwarded as soon as they are ready.

In New York there was an unusual increase in deposits of the mutual sav
ings banks during the winter of 1930-31, the increase from the end of last 
October to the end of February amounting to $270,000,000. This compares with 
$64,000,000 in the same period a year ago, $78,000,000 two years ago, and 
$121,000,000 three years ago.

In New England the volume of deposits in mutual savings banks has shown 
little change during recent months.

In Baltimore there was a substantial growth in deposits of mutual savings 
banks during the year 1930, but changes during recent months appear to have 
been negligible.
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DEPOSITS OP MUTUAL SAVINGS BANKS IN NEW ENGLAND
(End of month figures)
In millions of dollars

1929 1930 1931

January 1,603 1,622 1,679

February 1,606 1,631 1,683

March 1,609 1,638

April 1,614 1,651

May 1,614 1,655

June 1,620 1,650

July 1,619 1,660

August 1,618 1,657

September 1,619 1,660

October 1,612 1,660

November 1,604 • 1,661

December 1,614 1,668
«

Source: - Federal Reserve Bank of Boston •

The hanks have been so selected that their deposits represent approxi 
mately 50$ of the deposits in each state in New England,
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DEPOSITS OP NEW YORK STATE SAVINGS BANKS
(End. of month figures)
In millions of dollars

1927 1928 1929 1930 1931

January 3,889 4,193 4,410 4,416 4,888
February 3,903 4,204 4,423 4,436 4,928

March 3,973 4,252 4,466 4,509
April 3,963 4,262 4,439 4,507

May 3,972 4,253 4,418 4,505

June 4,034 4,301 4,459 4,559
July \ 4,023 4,283 4,434 4,572

August 4,033 4,299 4,426 4,591

September 4,089 4,352 4,457 4,662

October 4,083 4,345 4,372 4,658

November 4,096 4,334 4,333 4,666
December 4,164 4,406 4,392 4,792

Source: Survey of Current Business*
Based on data furnished by the Savings Bank Association of the State 

of New York and covering all savings banks in New York State.
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DEPOSITS OP TWELVE MUTUAL SAVINGS BANKS IN BALTIMORE
(End of month figures)
In millions of dollars

1929 1930 1931

January 188 190 201

February 188 191

March 188 192

April 190 195

May 189 195

June 190 . 196

July 189 196

August 189 196

September 189 197

October 190 199

November 188 199

December 189 199

Source: - Monthly Review of the Federal Reserve Bank of Richmond.

The deposits of these hanks constitute approximately 98>b of 
deposits of a ll  mutual savings hanks in Maryland.
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Form No. 181
1  FEDERAL RESERVE

Urtice Correspondence B0ARD Apm g, 1931
To_ Governor Meyer ___ ______  Subject:_________________________

From Mr. Goldenweis

From June 30, 1919 to June 30* 1930* the public debt of the United 

States was reduced by $9.3^0*000 ,000 , which is accounted fo r as follows:

(In m illions of dollars)

Sinking fund 3*187
Other statutory retirements* 731

Total statutory  3*918
Other retirem ents 5*381

Total fettdgoto... anti othe-r  9*̂ 99
♦ Includes assigned proceeds of (a) franchise taxes and (b) payments 

by foreign governments on principal of loans made to them under Liberty 
bond acts.

According to these figures the Treasury appears to have been required 

by law to reduce the public debt by $ 3 ,9 1 8 ,00 0 ,0 0 0  during the 11 years end

ing June 30, 1930, and to have exceeded th is  program during the period as a 

whole by $ 5 ,3 8 1 ,0 0 0 ,0 0 0 .

The Treasury budget for the fisc a l year ending June 30* 1931 provided 

for statutory retirement of $1+1+1,000,000, including sinking fund of $39 2 , 

000,000 and an estimate of $1+9,000,000 for other retirem ents, almost a ll  

"statu to ry ."  I t  now qppears that on account of larger expenses and smaller 

receipts than anticipated there w ill be no furth er reduction of debt during 

the current f isc a l year but instead an increase of which the amount remains 

to be determined. If  the resu lt of a l l  operations up to June 30 should con

form to present estimates -  in a so-called d e fic it of $70 0 , 000,000  -  there 

w ill be an increase in the public debt for the fisc a l year of about $260 , 000 , 

000, instead of the estimated reducetion of $1+141,000,000.
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PUBLIC DEBT RETIREMENTS, JUNE 3 0 , 1919 TO JUNE 3 0 , 1930

(In m illions of dollars)
Gross 

debt on 
June 30

Net r e tir e 
ment during 

year

Statutory retirem ents Excess of to ta l re
tirements over 

statutoryTotal
Sinking

fund Other

1919 2 5 .US5 — — — — —

1920 2^,299 1,185 76 — 76 1,109

1921 2 3 .9 7 7 322 396 26l 135 - 7U

1922 22.963 l , 0lU 1+01 276 125 613

1923 22.350 G i b 327 281+ ^3 287

192U 2 1,2 51 1,09 9 361 296 65 738

1925 20,516 735 330 306 2l+ 1+05

1926 1 9 . 6U3 873 351 317 3U 522

1927 IS , 512 1,131 379 33>+ ^5 752

1928 17.60U 908 1+02 355 *+7 506

1929 1 6 ,9 3 1 673 1+11 370 1+1 262

1930 16 ,18 5 7 H6 1+81+ 388 96 262

Total retirem ents, June 30» 1919 to June 30 , 1930 
Statutory retirements
Excess of to ta l  over statu to ry  retirem ents

9,2993.91S
5.381

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



F iy h i N o . 131

Office Correspondence FEDERAL RESERVE 
BOARD

Date.__ April 7, 1931

Subject: Capital gains, etc.___________

• ro 2—MBS

Figures of gains and losses from the sale of capital assets by tax

payers are available only for individuals (not corporations) and the lat

est available figures are for the calendar year 1929. They are as follows

(preliminary figures; amounts in millions of d o llars):
f

Gains 4 ,556
Losses 705

Net gains 3,851

For the years 1926-1929 the net figure was as follows;

1926 2,165
1927 2,618
1928 4 ,596
1929 3,851

The revenue derived by the Treasury from th is  source is d iff ic u lt  to

estim ate, largely because of surtax complications. Our approximations for

selected years follow;

1926 Between 200 and 235 millions
1928 Between 550 and 610 millions
1929 Between 380 and 430 millions

For years prior to  1926 only the figures for gains are available. 

These are as follows (in  millions of dollars):

1918 291
1919 999
1920 1,021
1921 463
1922 991
1923 1,172
1924 1,514
1925 2,933
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Fojftni N o A a i

Office Correspondence FEDERAL RESERVE

To_ i  Governor Meyer 

From Mr. Goldenweiser

I attach a memorandum on the drought, prepared in accordance 

with your recent request.

RECEIVED
<>T 1 •'« 1931
&FFIOF! O F

m m  a o vm N O RW W W i . ini i ;
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Form No. 131

Office Correspondence
FEDERAL RESERVE 

BOARD Date__ .April 11, 1931

To_ Governor Meyer Subject:
From_Division of & S ta t is t ics of the drought

Extent of the drought in 1930 and 1931

Attached is a map showing the regions affected by the drought during 

la s t year.

In some States—Arkansas, for example—the shortage of r a in fa ll  was 

concentrated in the growing season which made i t s  effects on agriculture 

p artic u larly  severe. In Montana and North Dakota ra in fa ll was also con

siderably below normal. The Pacific Coast States, where ra in fa ll was de

fic ie n t for the year as a whole, had adequate moisture during most of the 

growing season.

Recent rains have greatly improved the situ atio n , but in some areas 

the drought has not yet been effectiv ely  broken. I t  continued rath er gen

erally  in the heavily shaded area on the map u n til  March, when rain and 

snow brought abundant topsoil moisture to the region. The p recip itatio n  was 

less than normal for the month, however, and at the end of March subsoil 

moisture was reported s t i l l  below normal over a wide area—the Dakotas, Iowa, 

Indiana, Minnesota, Ohio, Kentucky, V irginia, West V irginia, Maryland, Penn

sylvania, and southern New York. Deficient subsoil moisture w ill not only 

affect crops but also the ground-water supply which has been very short in 

the drought region. This may prove serious i f  there are dry spells la te r  in 

the year, according to the Department of A griculture.

The mildness of the winter with l i t t l e  snowfall benefited livestock

owners by relieving the shortage of feed, but resulted in greater evaporation 

of moisture than usual, which may affect crops la te r  in the year.
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Governor Meyer, - #2 April 11, 1931

Crops

ECONOMIC EFFECTS OF THE DROUGHT

In a l l  of the drought area crop yields were substantially  reduced during 

the season of 1930* Since the drought was most severe in midsummer, the effects 

were less serious in wheat-growing regions and in areas of diversified farming 

than in parts of the corn and cotton b e lts . The extent of reduction of physical 

volume of crops during the season is indicated in general by State s ta t is t ic s  of 

crop yields per acre, given in the following table:

COMPOSITE CROP YIELDS BY STATES 1930 

(In  per cent of ten-year averages)

State Crop yield State Crop yield

United States 91. South Dakota 81
Illin o is S3

West Virginia 57 Delaware S3
Michigan m

Kentucky 61 Indiana 85
Arkansas 63 Pennsylvania 88
Missouri 67
V irginia 68 Iowa 91

M ississippi 92
Montana 70
Oklahoma 71
Maryland 73
Tennessee 76
Ohio 79 •

Source: Department'of Agriculture

For the United States as a whole the composite yield  of crops per acre was 

91 per cent of the ten-year average, while in the drought region, yields ranged 

from 57 per cent in West Virginia to 88 per cent in Pennsylvania, and 91 per cent 

in Iowa, where only parts of the States were affected and where early crops were 

not reduced by moisture shortage.

The feed crops were most severely cut, the 1930AcroP ^eing only 77 per cent 

of the average production during the years 19214-1928, and the hay crop 88
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Governor Meyer, #3 April 11, 1931

per cent. Crops of sweet potatoes, buckwheat, flax , and grain sorghums were 

also smaller than usual.

The livestock situation

The drought affected the livestock industry in the drought regions in 

several ways—i t  burned out pastures which would normally have carried stock 

through the summer and autumn and necessitated early resort to feeding; i t  re

duced feed crops; and i t  dried up the ordinary sources of water supply, forc

ing farmers to haul water long distances, and, in some instances, to sa crifice  

th eir stock. The effect of the f i r s t  is not s ta t is t ic a lly  measurable, nor is 

i t  possible to determine completely the volume of forced marketing of livestock. 

In the w inter, especially in January and February 1931* rela tiv ely  high tempera

tures and the absence of snow permitted a much greater use of pasturage than 

usual, o ffse ttin g  to some extent the e a rlie r  effects of the drought.

In the most affected parts of the drought area numbers of ca ttle  and hogs 

were somewhat reduced by the end of the year 19 30* shown by the table below.

I t  is probable that certain  sections within each State were more seriously 

affected than the State-wide figures indicate. Horses and mules, however, showed 

about the usual rate  of decline from the preceding year and State-wide s ta tis t ic s  

give no indication of unusual reductions in numbers.
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Governor Meyer, - ifk April 11, 193*1

CATTLE ON FARMS JANUARY 1930 AND JANUARY 1931 

(In  thousands)

Total number Change from 1930

1220 1211 Number Per cent
United States 57.97S 58.955 + 977 + 2
West Virginia 531 U99 - 32 - 6
Kentucky 955 879 - 76 - 8
Virginia 796 772 - 2k - 3Ohio 1.670 1.637 - 33 - 2
Arkansas 78O 780 — —

Maryland . 291 291 — —
Missouri 2,172 2,215 + 1+3 + 2
Montana l,l6U 1.199 ' + 35 + 3

Source: Department of Agriculture
Taking the livestock industry as a whole, the drought has not greatly 

changed the situation. Total marketings of cattle since last summer have not 
teen unusually large and the cattle population of the country as a whole, which 
has teen increasing in the two previous years, was 1*7 per cent larger at the 
beginning of I93I than a year earliar, as compared with a yearly increase of 2.8 
per cent from 1929-1930, and 1*3 per cent from I92S-I929.

Hogs on farms, which have been declining in recent years, showed a more 
rapid reduction during 1930 *n the States in the drought regions, as is in
dicated in the table below. Arkansas— with a reduction of one-fourth— Kentucky- 
with a reduction of one-fifth— and West Virginia appear to have been most 
affected. In other drought States, such as Virginia and Ohio, the decline was 
not unusual.
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Governor Meyer,
HOGS ON FARMS JANUARY 1931 AND JANUARY 1930 

(in thousands)

- #5 April 11, 1931

Total number Change from 1930

1930 1931 Number Per cent

United States 53,238 5 2 ,3 2 3 - 915 - 2

West Virginia 173 lU2 - 31 - 18
Kentucky 66l 529 - 132 - 20
Arkansas 70S 531 - 177 - 25
Maryland 1S9 l6l - 28 -r 15
Virginia 520 H68 - 52 - 10
Ohio 2 ,0 78 1.97U - 1 0k - 5

Hogs were shipped to central markets in about the usual volume but at light

weights in August and September, and in smaller numbers than usual from October

to December 1930. as the price of corn declined rapidly . During most of this
period weights were somewhat lighter than usual. This is in contrast to farmers' 
marketing policy in other years of short corn crops, notably 1901 and I92U. In 
both of these years, the high price of corn in the autumn following the short 
crop forced farmers to market their hogs early in the winter, and fewer reached 

market in the following spring.

Farm income
Farm income throughout the country was greatly reduced during the past year 

as a result of declines in prices of farm products, but in regions affected by 
the drought the smallness of the crops marketed at low prices made the farmers' 
losses particularly heavy. The Department of Agriculture estimates that the ag
ricultural income declined 20 per cent from 1929, while crop output for the 
country as a whole declined by about 5 P®r cent, nbmrsx Marketings
of livestock and dairy products have not, however, been greatly reduced in volume 

but have been drastically reduced in value.
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Governor Meyer, - #6 April 11, 1931

The decline in prices of livestock during the past year and a half has 

seriously impaired their value as potential income-producers and as security 
for loans. For the entire country livestock on farms was valued at $1,500,
000,000 less than at the "beginning of I93O. Cattle, one of the most important 
of the livestock industries, suffered a decline of nearly $1,000,000,000.
Bank failures in the drought area

The reduction in farm income during 1930 caused "by low prices and "by drought 
wa^an important factor in the increase of "bank failures in rural areas.

A map of "bank failures in 1930 is attached and it shows a general similarity 
between the drought area and the area in which bank failures were most numerous 
during 1930. This is most notable in western N0rth Carolina, Kentucky, southern 
Illinois, northwestern Missouri, and Arkansas. The failure of several chains or 
groups of banks in these regions, however, was largely the result of stock market 
speculation by the controlling interests. In Arkansas and Tennessee, UU banks in 
the Rogers Caldwell (and A- B. Banks) group failed during the year; and in the 
region of Louisville, Kentucky, a number of banks collapsed with the Banco Kentucky 
Corporation. In the Plains States— the Dakotas, Nebraska, and Iowa— where in 1930 
as in past years, failures were numerous, the most severe adverse influence in 
1930 was probably depressed agricultural prices. In certain sections most affected 
by the drought— Maryland, Virginia, West Virginia, and western Pennsylvania—  

failures were very few in number. In Maryland there were only two suspensions, in 
Virginia 20, and in West Virginia 10 during the entire year. It is reported that 
in H7est Virginia State funds were deposited in banks which were in need of tem
porary bolstering. A map is also attached showing failures for 1920 to 1929, 
which indicates that in a general way the same region® we-»v» affected as in 1930-
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Governor Meyer, - #7 April 11, 1S31

Note:
Daring the first week of April there were further beneficial rains, 

reported as follows by the Weather Bureau:
“East of the Mississippi River the substantial and widespread precipi

tation that occurred during the week further improved soil conditions, and 
the ground is now mast down to a considerable depth. In many places even 
wells and springs are coming back, with small streams running full and, in 
some sections, especially in South Atlantic States, rivers are reported 
about bank-full for the first time in a year. Between the Mississippi River 
and Rocky Mountains benefifcial precipitation occurred in the north, but in 
central and southern districts the soil is amply moist from preceding rains. 
The sections now mostly in need of additional moisture are the Lake region, 
parts of the upper Mississippi Valley, portions of the northwestern Great 
Plains, the eastern Great Basin, and California. The Pacific Northwest has 
been amply supplied for present needs."
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D E FIC IE N C Y  AND EXCESS OF R A IN F A L L -1930
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Bank Suspensions 
in the United States 

During 1930
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Bank Suspensions 
in the United States 

1921-1929
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F orm  X o . 131

Office lence
FEDERAL RESERVE\ 

BOARD

To. Governor Meyer Subject:
F rom ilr._..Haml in

Date. April 131 1931.

Dear Governor Meyer:
I have read, over carefully Mr. Lichtenstein* s letter to you dated

April 6, 1931. In this letter he desires some change in the relationship
"between the Board and the Council, so as to make it a more useful "body.
In renly I wouLd say that it is for the Council to determine as to theA*
scope of its activity. It was appointed more or less as a critical "body, 
with power to obtain all the information it desires as to Federal reserve 
bank operations, to make oral or written recommendations concerning matters 
within the jurisdiction of the Board, to confer directly with the Board on 
general business conditions, and to make reconmendations in regard to 
rediscount rates,open market operations, etc.

Mr. Lichtenstein seems to feel that the advice of the Council has not 
affected the actions of the Board to any marked extent. I would disagree 
with this. I think there have been many occasions where we have profited 
by the advice of the Council; for example, on the question .of split reserves, 
and the action of the Board as to direct pressure. Mr. Lichtenstein seems 
to feel that the Board is"hardly an administrative body, and that from 
some points of view its functions are really similar to those of the Council, 
in that it is largely an advisory body which acts as a haimonizer and 
regulator of the individual Federal reserve banks.” It is certainly all of 
this, but very much more, and I believe, as I have stated above, the 
Council was created in order to careful iy scrutinize the action of the
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Board with a right to make suggestions or criticisms at any time*
I shall he very glad to cooperate in every way to broaden somewhat 

the scope of the Councils meetings with us, for I feel that out of this 
only good can come*

Sincerely yours,
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Mr. Walter Lichtenstein,
38 South Dearborn Street,
C h ic^o , I l l in o is .

Dear Mr. Lichtenstein:

In the absence of Governor Meyer, who is

out of the c ity  for a day or so, I acknowledge

the receipt o f  your le tter  o f April 6 , and I
t •

shall be glad to bring i t  to the Governor's 

attention upon his return to  the o f f ic e .

Very truly yours,

(Signed) ̂   ̂a*V

Secretary to the Governor.

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



O f f i c e r s MEMBERS
19 3 1

HERBERT K. HALLETT, DISTRICT NO. 1 R. H. TREMAN, DISTRICT No. 2 H. A. LOEB, DISTRICT NO. 3 J. A. HOUSE. District No. 4 JOHN POOLE, Distrist No. 5 J. P. BUTLER, District No. 6 M. A. TRAYLOR, DISTRICT No. 7 W. W. SMITH. District No. 8 GEORGE H. PRINCE, District No. 9 WALTER S. McLUCAS. DISTRICT No. 10 B. A. MCKINNEY. DISTRICT No. 11 H. M. ROBINSON. DISTRICT No. 12
6 , 1931

PERSONAL

Dear Governor Meyer:

I am w riting to you in advance o f the usual formal le t t e r  asking 
whether the Board has any top ics to submit to the Council for i t s  meeting 
in May. Please regard th is le t te r  simply as personal and in a sense a l l  I  
am doing is  thinking aloud.

Mr. McKinney is  evidently desirous o f making the functions o f the 
Council more important than they have been and his view is  shared esp ecia lly  
by some o f the newer members o f the Council l ik e  Mr. Treman. The history o f  
the Council is  somewhat as follow s and I am giving you th is  picture because 
in one way or another I  have had intimate contact with the Council in the 
la s t  years o f Mr. Forgan’ s occupancy o f the presidency and then again since  
1926 at which time I became Secretary.

A fter the Federal Reserve System r e a lly  became established and the 
questions connected with i t s  organization were s e tt le d , the Board seemed to  
regard the Council, frankly, as some'what unnecessary, and the topics submitted 
were o f a most academic type. I  remember Mr. Forgan showing me one l i s t  
which made me think very v iv id ly  o f an examination paper in an elementary 
course in economics in some f ir s t -c la s s  in s t itu tio n . I suppose what happened 
very often was that the Board, receiving the usual le t te r  statin g  that the 
Council vfould have i t s  meeting, suddenly realized  that they would have to  
find something for these men to pass the tim e, and so in a hurry questions 
were formulated, not o f great p ractical importance. This was en tirely  natural, 
fo r , a fte r  a l l ,  the Council meets only four times a year and most o f the mem
bers when they leave Washington a fte r  the meeting probably do not think serious
ly  again o f the Council u n til  ju st before the next meeting. The Board can 
hardly be expected to submit questions o f routine adm inistration since the 
members o f the Council would not be at a l l  fam iliar with any o f the atmosphere 
surrounding the problems and could hardly give the time to acquaint themselves 
s u ffic ie n tly  with a l l  the aspects involved. They also lack the daily  contact 
with the Federal Reserve banks themselves.

To be sure, during Mr. Wetmore*s adm inistration, owing to the 
Chicago rate question and the subsequent development o f the speculative wave, 
the Council temporarily did acquire somewhat greater importance and was 
r e a lly  consulted by the Federal Reserve Board. I do not fin d , however, that 
the advice^of the Council a ffected  the actions o f the Board to any marked 
extent. Mr. Wetmore’ s a ttitu d e was, fran k ly , that he preferred short meet

B. A. MCKINNEY. PRESIDENT 
W. W. SMITH. Vice-President Walter Lichtenstein. Secretary
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Governor Meyer page Z

ings dealing with one or two re a lly  p ra ctica l questions rather than spend 
much time in  formal session discussing questions o f a somewhat academic 
nature. He believed that i t  Y/ould be better fo r  the members o f the Coun
c i l  to meet together in the morning o f the day preceding the regular meet
ing and then,unless there was rea lly  something important to d iscu ss, spend 
the afternoon seeing some members of the Board and other o f f ic ia ls  in  
Washington and have private conferences with them.

Now, however, v/e have a new adm inistration and as the hired man 
o f the Council, i t  does not behoove me to express an opinion as to whether 
Mr. Wetmore's view was a proper one or that which Mr. McKinney seems to  
hold . Mr. McKinney apparently believes that as the members o f the Council 
come to Washington on Monday and remain u n til Tuesday noon, i t  would be 
w ell i f  they remained in session and discussed problems o f one kind or another* 
I am certain that he a lso  does not desire merely academic problems to be 
presented, though I must confess that one or two o f those that have been 
before the Council recen tly , as a re su lt  o f suggestions made by members o f  
the Council, seem to me to  be more nearly o f the type o f thos© discussed  
during Mr. Forgan*s adm inistration than the ones which were common during 
Mr. Wetmorefs regime.

However that may be, one o f the members o f the Council recently  
wrote me that he f e l t  every attempt ought to be made to make the Council 
more important and i f  such an attempt proved in  vain , then at le a s t  the 
Council would know that i t  r e a lly  had no important function . How a l l  th is  
can be brought about, I  do not know, but I am certain  that i t  w ill  be your 
d esire a lso  to try  and meet the wishes o f the members o f the Council i f  
th is  is  a t a l l  p o ssib le . A fter a l l ,  the Board i t s e l f  is  hardly an adminis
tra tiv e  body and from some points o f view i t s  functions are r e a lly  sim ilar  
to those o f the Council in that i t  i s  largely  an advisory body which acts  
as a harmonizer and regulator o f the individual Federal Reserve banks.
The Board, however, has the great advantage over the Council in that i t  
i s  on the job a l l  the year around. I f  I may be allowed to express an 
opinion, i t  gets back to what I indicated above, namely, that i t  i s  rather 
d if f ic u lt  to see how an advisory body meeting only four times a year can 
be expected to exercise very great influence in questions o f d a ily  routine, 
and most o f the questions that come before the Board must be o f ju s t  that 
type. In other words, the problems which you discuss are generally o f a 
routine nature and are not as a rule problems involving great fundamental 
th eo ries . In fa c t , i t  would be unfortunate i f  the Federal Reserve System 
v/ere subject to continual a g ita tio n . I t  might be said o f the System, a fte r  
a l l ,  "Happy is  the country without a h is to r y ."

Let me repeat that a l l  I  am trying to do by means o f th is  le t te r  
is  to acquaint you with the fe e lin g  that does e x ist among the ■
the members o f the Council, which I  might summarize as fo llo w s:

t .
1 . A fe e lin g  that the Council should not be expected to come 

to Washington ju st  for  the purpose o f having a group o f more or le ss  impor
tant men more or le ss  waste th eir  time.
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Governor Meyer page 3

2 . That the Council might be made of some rea l service , and in  
that event the members w ill  be glad to give a l l  necessary time to the work 
o f the Council and be very happy indeed to be members.

N aturally, another d if f ic u lty  in  the whole situ ation  is  th at, 
generally speaking, members o f the Council retain  o ff ic e  for only a re la tiv e 
ly  short time, so that the complexion o f the Council is  continually changing 
and i f  one group has been trained to  be of a ssistan ce , the work lias to be 
done a l l  over again at the beginning o f each year.

I tru st you w ill  pardon me fo r  th is  lengthy e f fo r t , which when 
a l l  i s  said and done is  not very constructive or h e lp fu l; I  r e a lize  th is  
ju s t  as w ell as undoubtedly you w i l l .

With kindest personal regards,

Sincerely yours,

Governor Eugene Meyer, 
Federal Reserve Board, 
7/ashington, D. C.
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C O P T
FEDERAL ADVISOR? OOUHCIL 

O ffice o f the Secretary

PERSONAL. Chicago, April 6 , 1931.

Dear Governor Meyers

I am w riting to you in advance o f the usual formal le tte r  
asking whether the Board has any topics to submit to the Council for  
i t s  meeting in May* Please regard th is le tte r  simply as personal and 
in a sense a l l  I am doing is  thinking aloud.

Mr. McKinney ig  evidently desirous o f making the functions o f  
the Council more important than they have bean and h is views is  shared 
esp ecia lly  by some o f the newer members o f the Council lik e Mr. Treman. 
The h istory o f the Council is  somewhat as follow s and I am giving you 
th is picture because in one way or another I have had intimate contact 
with the Council in the la s t years o f Mr. Forgan*s occupancy o f the 
presidency and then again since 1926 a t which time I became Secretary.

A fter the Federal Reserve System rea lly  became established  
and the questions connected with it s  organization were se ttled , the 
Board seemed to regard the Council) frankly, as somewhat unnecessary, 
and the topics submitted were o f a most academic type. I remember 
Mr. Forgan showing me one l i s t  which made me think very v ivid ly  o f an 
examination paper in anaelamentary course in economics in some f ir s t -  
class in stitu tio n . I suppose what happened very often was that the 
Board, receiving the usual le tte r  statin g that the Council would have 
it s  meeting, suddenly realized  that they would have to find something 
fo r  these men to pass the time, and so in a hurry questions were formu
la ted , not of great practical importance. This was en tirely  natural, 
fo r , a fte r  a l l ,  the Council meets only four times a year and most o f  
the members when they leave Washington a fter  the meeting probably do 
not think seriously again o f the Council u n til ju st before the next 
meeting. The Board can hardly be expected to submit questions o f 
routine administration since the members o f the Council would not be 
a t a l l  fam iliar with any o f the atmosphere surrounding the problems 
and could hardly give the time to acquaint themselves su ffic ie n tly  with 
a l l  the aspects involved. They also lack the daily contact with the 
Federal Reserve banks themselves.

To be sure, during Mr. Wetmore1* adm inistration, owing to the 
Chicago rate question and subsequent development o f the speculative wave, 
the Council temporarily did acquire somewhat greater importance and was 
really  consulted by the Federal Reserve Board. I do not fin d , however, 
that the advice o f the Council affected  the actions o f the Board to any 
marked extent. Mr. Wstmore's attitude was, frankly, that he preferred 
short meetings dealing with one or two rea lly  practical questions rather
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than spend much time In formal aesaion discussing questions o f a somevhat 
academic nature. He hollered that It would ho better for the members o f 
the Council to meet together In the morning o f the day preceding the 
regular meeting and then, unless there was really  something knpor 0 
discuss, spend the afternoon seeing some members o f the oard and otia - 
o ffic ia l*  in ’te.ahington and have private conferences with them.

How, however, we hare a new administration and as the 
o f the Council, i t  does not behoove me to express an opinion as to Whether 
Mr. fletmore1 s view was a proper one or that Which Mr. McKinney uncil
h o i1 Mr. VCKinney apparently believes that as the members of the wound 
come to Washington on Monday and remain m i l l  -Puasday noon, i t  would b . 
s o li I f  they remained in session and discussed problems o f one kinn or 
another. I am certain that he also does not desire merely academic 
problene to he preeented, th ou # I oust confess that one «  two o f t ^ o - e  
that have been before the Council recen tly , as a resu lt o f au®*eationa 
made hy members o f  the Council, seem to me to be more nearly o f the type 
o f those discussed during Mr. Morgan's administration than the ones which 
ware common during Mr. ’ 'etmore1 s regia©.

However that may be, one o f the members o f the Council recently  
wrote me that he f e lt  every attempt o u # t to be made to mate the Council 
more Important and i f  such an attempt proved in ^ i n ,  then a t f ®
C o u n c i l  w o u ld  know that i t  rea lly  had no important fa c t io n . How a l l  thid  
can be b ro u #t about, X do not know, but I am certain that '
deaire a la o to  try  and moot the wishes o f the members o f the Council i f  
th il ls  at a l l  p o ssib le . After a l l ,  the Board I t s e lf  is  h a r d l y  an adain- 
istra tiv e  body and from some points o f view it s  functions are rea lly  
sim ilar to thsao o f the Council in that i t  is  largely  an advisory hooy 
T i T L u  as a harmonlser and regulator o f the individual l^deral Reserve 
banks. fhe Board, however, has the great advantage over ^ ° ° ^ c 
that i t  i s  on the Job a l l  the year around. I f  I  may be allowed to express 
an opinion, i t  gets back to what I  indicated above, ao®®1? ,  tliat i t  is  
rather d iffic u lt  to see how an advisory body meeting only four times a  
year can be expected to exercise very great Influence in q u est Ion e 01 i_ l» y  
w ntine and taost of the questions that cota© before the Boara be °*  
^ r t h i t ^ T  ln  other words. the problems which you discuss are generally 
of*a rputine^nature aTd are not’ aa .  j u l e  problem. Involving great funda- 

. _n fv.rtr.vi«« In fa c t, i t  would be unfortunate i f  trie -ederai a©serve
*• •*11 •' ,M

a fte r  a l l ,  "Happy is  the country without a h istory .

le t  me repeat that a l l  I  am try**g to do by means o f 
i ,  to acquaint you\dth the fee lin g  that does ex ist among the members o f the 
Council, which I m i# t  summarise as follow s;

1 . A fee lin g  that the Council should not be expected to come 
to Washington Just fo r the purpose o f having a group o f more or la s*  
Important men more or le ss  waste their time.
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N aturally, another d iffic u lty  in the whole situation is  that, 
generally speaking, members o f the Council retain o ffic e  for only a 
re la tiv e ly  short time, so that the complexion of the Council is  con
tin u ally  changing and i f  one group has been trained to be o f assistan ce, 
the work lias to be done a l l  over again at the beginning o f each year.

1 trust you w ill pardon me fo r th is lengthy e ffo r t , which when 
a l l  is  said and done is  not very constructive or h elp fu l; I rea lise  th is  
ju st as well as undoubtedly you w ill.

With kindest personal regards,Y -
Sincerely yours,

(Signed) Walter Lich tens tain.

2. That the Council mi#t he and* of some real service, and in
that event the members will be glad to give all necessary time to the
work of the Council and be very happy indeed to be members*

Governor ISugene Meyer, 
Federal He serve Board, 
Washington, D. 0*
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. C O P Y
FEDERAL ADVISORY COUNCIL 

O ffice o f the Secretary

Chicago, April 6 , 1931.

Dear Governor Meyeri

Z am w riting to you In advance o f the usual formal le tte r  
asking whether the Board has any topics to submit to the Council fo r  
it s  meeting in Hoy. Please regard th is le tte r  simply as personal and 
in a sense a l l  I am doing Is thinking aloud.

Mr. McKinney Is  evidently desirous o f making the functions o f  
the Council more Important than they have been and h is views Is  shared 
esp ecia lly  by some o f the newer members o f the Council lik e  Mr. Freman. 
The nlatory o f the Council Is somewhat as follow s and I am giving you 
th is picture because In one way or another I have had Intimate contact 
with the Council In the la s t years o f Mr. !brgan*o occupancy o f the 
presidency and then again since 1926 a t which time I became Secretary.

A fter the Federal Reserve System re a lly  became established  
and the questions connected with Its  organization were se ttled , the 
Board seemed to regprd the Council, frankly, as somewhat unnecessary, 
and the topics submitted were o f a most academic type. I remember 
Mr. Forgm showing me one l i s t  which made me think very v iv id ly  o f an 
examination paper in anaelaoentary course in economics in some fir s t*  
class In stitu tio n . I suppose stoat happened very often was that the 
Board, receiving the usual le tte r  statin g  that the Council would have 
Its  meeting, suddenly realised  that they would have to fin d  something 
fo r  these men to pass the time, and so in a hurry questions were fornu- 
la ted , not o f great p ractical Importance. This was en tirely  natural, 
fo r , a fte r  a l l ,  the Council meets only four times a year and most o f  
the members when they leave Washington a fte r  the meeting probably do 
not think seriously again o f the Council u n til Just before the next 
meeting. The Board can hardly be expected to submit questions o f  
routine administration since the members o f the Council would not be 
a t a l l  fam iliar with any o f the atmosphere surrounding the problems 
and could hardly give the time to acquaint themselves su ffic ie n tly  with 
a l l  the aspects involved. They a lso  lack the daily  contact with the 
Federal Reserve banks themselves.

To be sure, daring Mr. Wotmore1 s adm inistration, owing to the 
Chicago rate question and subsequent development o f the speculative wave, 
the Council temporarily did acquire somewhat greater importance and was 
rea lly  consulted by the Federal Reserve Board. I do not fin d , however, 
that the advice o f the Council affected  the actions o f the Board to any 
marked extent. Mr. Hetmore»a attitude was, frankly, that he preferred  
short meetings dealing with* one or two rea lly  practical questions rather
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than spend much time in formal session discussing questions o f a somewhat 
academic nature. He "believed that i t  would he better for the members o f  
the Oounoil to meet together in the morning o f the day preceding the 
regular meeting and then* unless there was rea lly  something important to 
discuss* spend the afternoon seeing some members o f the Board and other 
o ffic ia ls  in Washington and have private conferences with them.

How* however* we have a new administration and as the hired man 
o f  the Council* i t  does not behoove me to express an opinion as to whether 
Mr. Wetmore's view was a proper one or that which Mr. McKinney seems to 
hold. Mr. McKinney apparently believes that as the members o f the Council 
come to Washington on Monday and remain u n til 'Tuesday noon* i t  would be 
w ell i f  they remained in session and discussed problems o f one kind or 
another. Z am certain that he also does not desire merely academic 
problems to be presented* thou^i I crust confess that one or two o f  those 
that liavo been before the Council recently* as a resu lt o f suggestions 
made by members o f  the Council* seem to me to be more nearly o f the type 
o f those discussed during Mr. Forgan* e administration than the ones which 
were common during Mr. Wetmore’ s regime.

However that nay be* one o f the members of the Council recently  
wrote me that he f e lt  every attempt ou#it to be made to make the Council 
mere Important and i f  such an attempt proved in vain* then a t le a st the 
Council would know that i t  really  had no important function. How a l l  th ii  
can be brought about* I do not know* but I am certain that i t  w ill be your 
desire also to try  and meet the wishes o f the members o f the Council i f  
th is  is  a t a l l  p o ssib le . A fter a ll*  the Board i t s e lf  is  hardly an admin
istra tiv e  body and from some points o f view i t s  functions are rea lly  
sim ilar to those o f the Council in that i t  is  largely  an advisory body 
i& idi acts as a hanaonizer and regulator o f the individual Federal Be serve 
banks. Ihe Board* however, has the great advantage over the Council in 
that i t  is  on the job a l l  the year around. I f  I may be allowed to express 
an opinion* i t  gets back to what I indicated above, namely, that it  is  
rather d iffic u lt  to see how on advisory body mooting only four times a 
year can be expected to exercise very great influence in questions o f daily  
routine* and most o f the questions that corn© before the Board must be o f 
Just that type. In other words* the problems which you discuss are generally 
o f a routine nature and are not as a rule problems involving great funda
mental theories. In fa c t, i t  would be unfortunate i f  the Federal Be serve 
System were subject to continual agitation . It  mi^ht be said o f the System* 
a fte r  a ll*  Happy is  the country without a h isto ry .M

Let me repeat that a l l  I am try^Ag to do by means o f th is le tte r  
is  to acquaint you with the fee lin g  that does ex ist among the members o f the 
Council* which 1 m igit summarise as follow s!

1 . A fe e lin g  that the Council should not be expected to come 
to Washington Just fo r the purpose o f having a group o f more or le ss  
important men more or le ss  waste their tin e .
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n atu rally , another d iffic u lty  in the whole situation is  thAt, 
generally aneejfiiag, members o f the Council retain o ffice  for only a  
re la tiv e ly  short tim e, so that the complexion o f the Council is  con- 
tinisally changing and i f  one group has been trained to he o f assistan ce, 
the work has to he done a l l  over again at the beginning o f each year.

I tru st you w ill pardon me fo r  th is lengthy e ffo r t , which when 
a l l  is  said and done is  not very constructive or h elp fu l; I rea lise  th is  
ju st as w ell as undoubtedly you w ill.

With kindest personal regards.

Sincerely yours,

(Siffied) fa lte r  Lichtenstein.

3. That the Council mi$it “be made of some real service, and in
that event the members will he glad to give all necessary time to the
tfork of the Council and he very happy indeed to he members.

Governor ^Jugene Meyer, 
Federal Reserve Board, 
Washington, D. C*
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FEDERAL RESERVE 
BOARD

Date A p r i l  l g * 19 31

To Governor Meyer

From . Mr. Goldenweiser

Subject:.

2— 8495

I am sending yon herewith a chart showing the curve of business 

activity  as computed by the American Telephone and Telegraph Company.

This is  the best of the indexes of business a ctiv ity  that is available 

for a long series of years.

I was surprised and disappointed to find that there are no avail

able data of bond issues by months prior to 1 9 1 9 . I have, therefore, 

shown on the chart monthly figures for bond issues since 19 19  annual 

figures for corporate bond issues back to 1 9 0 7 - I have also included a 

curve on bond prices.

In general the chart supports the view that bond prices tend upward 

six  months or more before business turns up and that they generally turn 

down some time in advance of a downward turn in business. The figures on 

bond issues do not seem to f i t  into the picture in any consistent way.
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B u s i n e s s  A c t i v i t y

B o n d  Is s u e s
( 3 months y avrrsje)

Dollars Corporate Bond Issues
(  J ou rn a l o f  C o/

B o n d  P r i c e s

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



F o rm  N o . 1 3 1

Office Correspondence
FEDERAL RESERVE 

BOARD
Date_ June 11, 1931

To Governor Meyer Subject:

From Mr. Qoldenwela

In accordance with your request, I attach two photostatic 

copies of our chart showing vault cash held by banks in the United

States•
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VAULT CASH HELD BY BANKS 
IN THE UNITED STATES

Millions of Dollars M illions ofDolimd
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I transmit herewith a draft of a memorandum prepared in 

connection with the resolution of the American Farm Bureau 

Federation. I also return the le tter  from President Hoover.
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June l6 , 1931

At a meeting of the -American Farm Bureau Federation on December 10, 1930 

the following resolution was passed:

'•We recommend to President Hoover the appointment of a com
mission to be composed of farmers, bankers, economists, and 
representatives of other groups to study plans and report thereon 
to Congress to sta b ilize  the value of the dollar so that periods 
of depression and inflation  can be in future more defin itely  guard
ed aga in st.”

Relation of Price Level to Booms and Depressions

Underlying this resolution there is  the assumption that fluctuations in 

commodity prices are the cause of economic booms and depressions, and that 

consequently these could be avoided or moderated by preventing or reducing 

changes in the price level* The resolution, therefore, accepts as axiomatic 

the existence of a causal relationship between commodity prices and the course 

of the business cycle* And yet the character and extent of this relationship  

is  the subject of constant controversy among students of economics and finance* 

Much has occurred in recent years, in fa c t , to indicate that such a relation

ship cannot be taken for granted. During the period beginning with 1 9 2 3  and 

continuing u n til the middle of 1929 wholesale commodity prices in the United 

States were at a relatively  constant lev e l, and yet this was the period during 

which a number of serious economic maladjustments developed that are the fun^ 

damental causes of the present depression*

In the building industry the slump started as early as the end of 1928* 

Industrial production began to decline in July 1 9 2 9 , while prices in the United 

States did not begin to decline materially u n til later in the year, and the 

price decline did not become rapid u n til after the collapse of the stock market 

in October of that year. It  is  clear, therefore, that the price decline did not
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cause the depression. Analysis of prices during the period of relative price 

sta b ility  between 1 9 2 3  and 1929 shows that many industrial prices were gradu

a lly  declining, and that the average of prices was maintained by a gradual rise  

in the price of animal products, chiefly livestock and meats. The vdue of the 

dollar, as measured by the price index, remained stable, but this s ta b ility  

merely reflected the more or less fortuitous fact that the upward swing in liv e 

stock prices, which are subject to cycles of their own, happened to coincide 

with and offset the downward trend in prices of industrial commodities.

hrj investigaticin' of ways to prevent booms and depressions should not start, 

therefore, with the assumption that they are caused by in sta b ility  in the price 

level# It  should, on the contrary, undertake to determine the causes of flu c

tuations in business a ctiv ity . So far as prices are concerned, ouah an l avas- 

tdgfttios^woctd^show that the widest and most disastrous fluctuations have been 

the products of war, the War of 1812, the C ivil War, and the World War. There 

appears to be no p o ssib ility  of eliminating such price fluctuations through a 

control of f is c a l or credit policy. Wo government or central bank has ever been 

able to withstand the forces working for in flation  at a time of a national emer-
'ki’M UA+W&+UAA

gency. Preservation of peace, therefore, is  the f ir s t  requisite for tlw jiiuifB 

I ) te n f  wide swings in the price level, or in the value of money. Other wide 

fluctuations in prices have occurred in years preceding the economic crises of 

1837, I 8 5 7 , I 8 8 3 , and 1 9 2 9 . These fluctuations have been due to serious mal

adjustments in the fie ld s  of investment, industry, agriculture, and trade. To 

cope with price changes due to these causes, better understanding of economic 

laws and better planning of economic activ ity  has to be developed. In many
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cases changes in the price level have reflected  chiefly price movements of  

Individual commodities or groups of commodities— such as cotton, wheat, 

livestock, or coal— and these fluctuations present primarily problems not of 

controlling prices, but of rationalizing production or distribution. It is  

plain , therefore, that changes in the value of the dollar, as measured by a 

price index, do not present a single problem separate from other problems of 

economic l i f e  and cannot be prevented by direct attack, such as the various 

proposals for  stabilizin g the dollar, but are a part of the general problem 

of better adjustment between production, distribution, and consumption, better  

planning, and a consequent better functioning of the economic mechanism.

Prom a broad social point of view the phase^of economic l i f e  in which

sta b ility  is  most urgently and unquestionably needed6 » Stability
■_ _ . .. _ .

of employment should, therefore, be tfca-objective, and t ie

the numerous and varied factors— industrial, phychological, so cia l, as well as 

financial— that exert an influence on employment. Among the financial factors 

to be considered are the rate and character of the growth of credit, the flow  

of investment capital, the movement of money rates and exchange rates, as well 

as the trend of commodity p r i c e s h e  "prub 1 em ist-*‘̂ whleh'"0f these f&Ctoris are'

«n,q̂ rfiki f -ftQfttrni T.*nA ±*. axtwnt din monetarr uolicv - contribute td

t W e^rntrCT" Sha thus t o th e -  maintenance of stable conditions 

D esirability of Constant Price Level

The extent to which a constant or a substantially stable price level is  

economically or socia lly  desirable is  a problem. There can be no difference  

of opinion about the fact that abrupt and violent price advances or declines 

are an unmitigated e v il . The in justice and suffering caused by war-time in -
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flation s and deflations are too fam iliar and too fresh in memory to need 

elaboration or discussion. There remains, however, the question whether com

plete s ta b ility  of prices, assuming that it  were practicable, would be advan

tageous. Price declines may be caused by increased e ffic ie n c y ^
K

t § jg g r  'flCTtaifliyT1BrWii» atflf ; c onsiderid llUgOfmnttl), A l t  would seem that the
yriiiM  b ^

consuming public has an r im y ^©.benefit by improvement in economic technique.
\

During the period from 19 2 5  to 1927* for example, an important element in the 

decline of prices was the increase in efficiency of manufacturing, agriculture, 

and transportation. In these circumstances, furthermore, an attempt by mone

tary authorities to halt the decline in prices by making credit easier and more 

p len tifu l would have been contrary to the more direct objectives of credit 

policy at a time when the volume of bank credit was increasing rapidly and there 

was a growing amount of speculative activ ity  in many lin e s .

Changes in prices are a part of the mechanism of adjustment by which an 

equilibrium in economic conditions is maintained. When an industry develops 

too rapidly this results in an output that is  beyond consumptive capacity at 

prevailing prices, and the thing that ca lls  a halt to this too rapid growth is  

a decline in price to a point where the industry ceases to be profitable. On 

the other hand, i f  a product becomes scarce through lack of su fficien t produc

tion, the consequent rise  in prices leads to expansion of production. These 

facts of common observation are often forgotten by the advocates of price sta

b i l i t y .  It is  true that these adjustments are brought about by changes in 

prices of individual commodities, rather than in the general price le v e l, but 

the price index i t s e l f  is  an average of the prices of individual commodities, 

and its  s ta b ility  cannot be assured unless a l l  considerable fluctuations in the 

prices of important constituent commodities are eliminated. Price theorists
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usually attempt to meet this argument by stating that a rise in prices of 
one group of commodities at a time when no change occurs in the total volume 
of buying power must result in a decline in other groups, so that the stability 
of the general level is maintained. Experience shows, however, that there is 
no assurance of this, and, moreover, the total volume of buying power itself 
constantly changes* For example, there was a rise in the prices of livestock 
and of grains in the latter part of I92U due in part to a world shortage of 
wheat* The rise in the prices of these individual commodities could not have
been prevented by monetary policy. What followed was not a decline in the 
price of other commodities, that would have maintained a stable price level, 
but an advance in the general level of prices. To counteract this riBe a de
cline in other commodities would have been necessary, and if some agency had 
had complete control of the general price level, it could have maintained its 
stability only by causing a decline in the prices of other commodities.
other words, putting the thing rather roughly, because the for/
his wheat and hogs, the shoe manufacturer, for example* '■Would have received lei 
for his shoes* The price of the shoe manufacturer * s food would have advanced, 
for reasons beyond the control of any ̂ gehcy, and the only effect intervention 
could have had would have been to reduce the price of his products. This illus
trates that there are occasions, and they are not infrequent, when stability of 
the general level of prices could be maintained only by penalizing one group 
of the public for the good fortune of another group. Sucî  a procedure would be

y  Xneither jus tier fair.
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Price Stabilization and Credit Policy
The relationship between credit policy and price stability, which 

assumes that prices can and should be stabilized through the exercise of credit 
control, is frecpiently clouded by the absence of a realistic approach to the 
problem. Credit policy can affect prices only through influencing the volume 
and the price of credit. According to formula, low money rates may increase 
borrowing, therefore purchasing power, which reflects itself in a rise in 
prices* while high money rates may decrease borrowing and therefore purchasing 
power, which results in lowering prices. Experience shows, however, that there 
are many obstacles to the working of this simple formula. High money rates do 
not always result in decreased borrowing promptly enough to restrict buying 
power. In 1929 borrowing continued to increase notwithstanding an extraor
dinarily high level of rates, and in 1930 and 1931 a long period of low money 
rates did not result in a growth of bank credit. We had a period in 1927-1929 

when money rates were rising and prices were advancing, and a period in 1930" 
1931 when rates were declining and prices were rapidly falling. It seems 
evident from such instances that the formula over-simplifies the problem and 
faddes to contribute to the determination of a constructive policy.

In bo far as credit policy can exert an influence in the direction of 
preventing undue price fluctuations, it can accomplish this purpose best by 
using every effort towards regulating the rate of growth of credit and main
taining sound banking conditions. These conditions are more directly within 
the province of credit policy and they also reflect more promptly than do price 
changes the appearance of unhealthy developments in economic life. Price 
changes are, in fact, one of the tardiest indicators of inflation, appearing 
only after purchasing power has become excessive, and generally at a time when
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it is too late for credit policy to arrest the advance* In so far as price 
stability is desirable and can be furthered by credit policy, credit adminis
tration can best serve this purpose by using its influence toward the mainte
nance of sound conditions in the banks, where unhealthy economic developments 
become apparent long before the thermometer of rising prices gives the alarm* 

The economic machine does not work with the precision of a chronometer, 
and only a limited number of its constituent elements are susceptible of quan
titative observation or of accurate measurement. Proposals for embarking on 
dollar stabilization tend to ignore the complexity of the economic mechanism 
and to depend for the correction of economic ills on the potency of mathemati
cal theorems rather than on a thorough understanding and purposeful utilization 
of the many forces that shape the course of economic events*
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FEDERAL RESERVE
BOARDOffice Correspondence

To G o v e r n o r  M e y e r ___  _______

From

ĵate June 23, 1931
Subject:

• ro 2— 8495

T h e  C h i l e a n  A m b a s s a d o r  a n d  M r .  P a t c h i n ,  o f  G r a c e  & C o m p a n y  

h a v e  a s k e d  G r o s v e n o r  J o n e s  a n d  J u l i u s  K l e i n  w h e t h e r  i t  w o u l d  b e  

p o s s i b l e  f o r  t h e  N ew  Y o r k  b a n k  t o  d o  f o r  t h e  C e n t r a l  B a n k  o f  C h i l e  

s o m e t h i n g  s i m i l a r  t o  w h a t  t h e y  h a v e  r e c e n t l y  d o n e  f o r  t h e  A u s t r i a n  

N a t i o n a l  B a n k .  J o n e s  c a l l e d  m e u p  a t  K l e i n 1s  s u g g e s t i o n  t o  a s k  me 

i n f o r m a l l y  a b o u t  i t .  I  t o l d  h im  t h a t  t h e r e  w a s  n o t h i n g  i n  t h e  l a w  

t o  p r e v e n t  i t ,  b u t  t h a t  I  k n e w  n o t h i n g  a b o u t  t h e  e x p e d i e n c y  o r  t h e  

p o l i c y  o f  s u c h  a  c o u r s e  o f  a c t i o n .  J o n e s  t o l d  t h e  i n q u i r e r s  t h a t  

h e  t h o u g h t  t h a t  t h e  m a t t e r  w o u l d  b e  o n l y  a  g e s t u r e ,  b e c a u s e  t h e  S o u t h  

A m e r i c a n  c o u n t r i e s  p r o b a b l y  w o u ld  n o t  h a v e  t h e  k i n d  o f  b i l l s  t h a t  a r e  

e l i g i b l e  f o r  p u r c h a s e  b y  t h e  r e s e r v e  b a n k s ,  b u t  t h e y  t h o u g h t  t h a t
V'"
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I n  c o n n e c t i o n  w i t h  t h e  b a l a n c e  o f  i n t e r n a t i o n a l  p a y m e n t s  o f  t h e  

U n i t e d  S t a t e s  f o r  t h e  y e a r  1 9 3 0 *  t h e r e  a r e  s o m e  i t e m s  t h a t  h a v e  i n 

t e r e s t e d  me a  g o o d  d e a l .  T h e  f i g u r e s  a r e  a l l  r o u g h  e s t i m a t e s  a n d  so m e  

o f  th e m  a r e  n o w  i n  d i s p u t e ,  b u t  t a k i n g  t h e n  f o r  w h a t  t h e y  a r e  w o r t h ,  

t h e y  i n d i c a t e  t h a t  f o r e i g n e r s  i n v e s t e d  d u r i n g  1930  a n  a m a z i n g  a m o u n t  o f  

m o n e y  i n  t h e  U n i t e d  S t a t e s .  T h i s  a m o u n t  a g g r e g a t e s  o v e r  $ 2 , 0 0 0 , 0 0 0 , 0 0 0 ,  

( $ 2 , 0 6 7 , 0 0 0 , 0 0 0 ) .  T h e  tw o  p r i n c i p a l  i t e m s  i n  t h i s  t o t a l  a r e  p u r c h a s e  o f  

A m e r i c a n  s t o c k s  a n d  b o n d s  u p  t o  a n  a m o u n t  o f  $ 9 ^ 1 , 0 0 0 , 0 0 0 ,  a n d  t h e  r e p u r 

c h a s e  o f  f o r e i g n  s t o c k s  p r e v i o u s l y  h e l d  h e r e  t o  t h e  e x t e n t  o f  $ 8 0 6 , 0 0 0 , 0 0 0 .  

I t  i s  t r u e  t h a t  o u r  i n v e s t m e n t s  a b r o a d  d u r i n g  t h e  y e a r  w e r e  $ 2 , 3 5 7 * 0 0 0 , 0 0 0 ,

i . e . ,  $ 2 9 0 , 0 0 0 ,0 0 0  i n  e x c e s s  o f  t h e  f o r e i g n e r s  i n v e s t m e n t s  h e r e ,  b u t  n e v e r 

t h e l e s s  i t  s h o w s  t h a t  d u r i n g  a  y e a r  w h e n  f o r e i g n e r s  w e r e  h a r d  p r e s s e d  f o r  

d o l l a r s  a n d  w e r e  o b l i g e d  t o  s h i p  $ 2 7 8 , 0 0 0 , 0 0 0  o f  g o l d  t o  t h i s  c o u n t r y  t h e y  

w e r e  n e v e r t h e l e s s  a b l e  t o  r e p u r c h a s e  m o r e  t h a n  $ 9 0 0 , 0 0 0 ,0 0 0  o f  t h e i r  ow n  

s e c u r i t i e s  a t  b a r g a i n  p r i c e s ,  a n d  t o  i n v e s t  $ 8 0 0 , 0 0 0 , 0 0 0  i n  o u r  s e c u r i t i e s .

T h e  U n i t e d  S t a t e s  h a s  b e e n  c r i t i c i z e d  f o r  n o t  l e n d i n g  e n o u g h  t o  

f o r e i g n e r s  i n  1 9 3 0 * ta r t  t h e  f i g u r e s  s h o w  t h a t  e v e n  o n  l o n g  t e r m  w e  l e n t  

$ 2 9 0 , 0 0 0 ,0 0 0  m o r e  t h a n  w e  b o r r o w e d ,  t o  s a y  n o t h i n g  o f  t h e  $ 4 4 3 , 0 0 0 , 0 0 0  t h a t  

w e  l e n t  o n  s h o r t  t e r m ,  b u t  t h e  r e a l  p o i n t  i s  t h a t  t h e  f o r e i g n e r s  h a d  i t  i n  

t h e i r  p o w e r  t o  i n c r e a s e  t h e  b a l a n c e  i n  t h e i r  f a v o r  e n o r m o u s l y  b y  c u r t a i l i n g  

t h e i r  ow n  p u r c h a s e s  o f  o u r  s e c u r i t i e s  a n d  t h e i r  r e p u r c h a s e  o f  t h e i r  ow n

s e c u r i t i e s  i n  o u r  m a r k e t .
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F o r m  N o . 1 3 1 .

FEDERAL RESERVE
BOARDOffice Correspondence

T o  M r . G o l d e n w e i s e r ___________ ____________

Date^ Jul y 2 S x

in------
X 9 3 1 __________

A u s t r a l i a *  C a n a d a ,  and. E n g la n d ______ _______
in 2—8495

T h e  f o l l o w i n g  e s t i m a t e s  o f  A m e r i c a n  i n v e s t m e n t s  i n  A u s t r a l i a *  C a n a d a *  

a n d  E n g la n d  w e r e  o b t a i n e d  f r o m  t h e  F i n a n c e  a n d  I n v e s t m e n t  D i v i s i o n  o f  t h e  

B u r e a u  o f  F o r e i g n  a n d  D o m e s t i c  C o m m e r c e ,  D e p a r t m e n t  o f  C o m m e r c e .  T h e s e  e s t i 

m a t e s  a r e  c o n f i d e n t i a l  a s  t h e y  h a v e  n o t  y e t  b e e n  p u b l i s h e d .

A m e r i c a n  F o r e i g n  I n v e s t m e n t s  

( I n  m i l ] i o n s  o f  d o l l a r s )

T y p e  o f  i n v e s t m e n t  

S e c u r i t i e s  h e l d :

A u s t r a l i a C a n a d a E n g la n d

N a t i o n a l  g o v e r n m e n t 1 6 2
2 /  8 5 7 c

S t a t e  a n d  m u n i c i p a l 100
i  1 4 3G o v e r n m e n t  g u a r a n t e e d 4 1 2

C o r p o r a t e 2 6 2 3 l
D i r e c t  i n v e s t m e n t 1 /  1 5 5 2 , 0 4 8 4 9 7

T o t a l 4 1 9 3 , 9 4 0 6 4 0

l /  I n c l u d e s  a b o u t  $ 1 0 , 0 0 0 * 0 0 0  e s t i m a t e d  d i r e c t  i n v e s t m e n t s  i n  N ew  Z e a l a n d .

2 /  I n c l u d e s  $ 2 3 , 0 0 0 * 0 0 0  w o r t h  o f  s e c u r i t i e s  o f  t h e  G o v e r n m e n t  o f  N e w f o u n d l a n d .
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Office Correspondence
FEDERAL RESERVE 

BOARD Date_Sept ember lU*_1931

To Governor Meyer Subject:
From _ Mr. Qoldenweiser

I have received a request from Mr. Ballantine, Assistant 
Secretary of the Treasury, for an estimate of the amount of 
currency withdrawals as a result of balking disturbances. Mr. 
Ballantine wishes the information foî the use of the President, 
and he tried to get in touch with you directly and turned to me
in your absence.

The volume of currency in circulation at the present time is 
$535,000,000 larger than a year ago. Of this anount about 
$75*000,000 represents an increase in cash in vault held by banks 
as a precautionary measure against possible runs, and perhaps 
$50,000,000 represents currency shipped abroad. This leaves about 
$1*00,000,000 of net increase of so-called money in circulation.
This increase, however, represents hoarding rather than circulation.
I should say that this is the rock bottom minimum figure, and that 
when allowance is made for the decrease since last year in pay rolls 
and retail trade, which are the principal users of currency, the 
amount of currency that is being hoarded may be as much as $700,000,000.
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Office Correspondence FEDERAL RESERVE
BOARD

To_ G o v e r n o r  L fe y e r  

From Miss Joy___. _

D a te  S e p t e m b e r  2 2 , 1 9 5 1  

Subject:___M m e v  i n  c i r c u l a t i o n

M m e y  i n  c i r c u l a t i o n  o n  W e d n e s d a y ,  S e p t e m b e r  1 6 ,  v /a s  $ 5 , 0 8 7 , 0 0 0 , 0 0 0 —  

$ 6 2 9 , 0 0 0 , 0 0 0  m o r e  t h a n  a  y e a r  a g o  a t  t h i s  t i m e .

H o a r d i n g  a p p e a r s  t o  h a v e  i n c r e a s e d  s o m e w h a t  s i n c e  t h e  f i r s t  o f  S e p t e m 

b e r ;  c e r t a i n l y  t h e r e  i s  n o  e v i d e n c e  o f  a  r e d u c t i o n  i n  t h e  c o u n t r y  a s  a  w h o l e .  

T h e  r e t u r n  o f  c a s h  t o  t h e  r e s e r v e  b a n k s  f o l l o w i n g  t h e  L a b o r  D a y  h o l i d a y  h a s  

b e e n  $ 2 0 , 0 0 0 , 0 0 0  t o  $ 3 0 , 0 0 0 , 0 0 0  l e s s  t h a n  u s u a l ,  i n d i c a t i n g  t h a t  l a r g e r  

a m o u n t s  o f  c a s h  a r e  b e i n g  h e l d  b y  b a n k s  o r  i n d i v i d u a l s .  O u r  l a t e s t  e s t i m a t e  

o f  $ 7 0 0 , 0 0 0 , 0 0 0  i n c r e a s e  i n  p r i v a t e  d o m e s t i c  h o a r d i n g  s i n c e  l a s t  O c t o b e r  

s h o u l d  p r o b a b l y  b e  i n c r e a s e d  b y  s e v e r a l  m i l l i o n s .

T h i s  e x p a n s i o n  i n  c i r c u l a t i o n  s i n c e  t h e  f i r s t  p a r t  o f  S e p t e m b e r  c e n t e r e d  

c h i e f l y  i n  t h e  C h i c a g o ,  P h i l a d e l p h i a ,  R i c h m o n d ,  D a l l a s ,  a n d  S a n  F r a n c i s c o

F e d e r a l  r e s e r v e  d i s t r i c t s .  S m a l l  b a n k  f a i l u r e s  c o n t i n u e d  i n  t h e  C h i c a g o  d i s -

,,,
t r i c t ;  t h e r e  w a s  o n e  s u s p e n s i o n -  i n  t h e  c i t y  o f  P h i l a d e l p h i a ;  a n d  l a r g e  b a n k s  

c l o s e d  t h e i r  d o o r s  i n  F r e d e r i c k ,  L & r y l a n d ,  H I P a s o ,  T e x a s ,  a n d  O g d e n ,  U t a h .

T h e  s u s p e n s i o n  y e s t e r d a y  b y  t h e  B a n k  o f  P i t t s b u r g h ,  N . A . ,  w h i c h  w i t h  i t s  

s u b s i d i a r y  h a s  d e p o s i t s  e x c e e d i n g  $ 5 0 , 0 0 0 , 0 0 0 ,  w i l l  a d d  t o  c u r r e n c y  d e m a n d  a t  

t h e  C l e v e l a n d  F e d e r a l  R e s e r v e  B a n k .

I n c r e a s e d  f o r e i g n  s h i p m e n t s  o f  A m e r i c a n  c u r r e n c y  a n d  h o a r d i n g  o f  A m e r i 

c a n  m o n e y  a l r e a d y  i n  c i r c u l a t i o n  i n  f o r e i g n  c o u n t r i e s  i s  a l m o s t  c e r t a i n  t o  

r e s u l t  f r o m  t h e  B r i t i s h  s u s p e n s i o n  o f  t h e  G o l d  S t a n d a r d  . a c t ,  a n d  t h e  c o n s e 

q u e n t  u n e a s i n e s s  t h r o u g h o u t  t h e  C o n t i n e n t .  I n  t h e  m o n t h  o f  A u g u s t ,  t h e  l a t e s t  

d a t e  f o r  w h i c h  f i g u r e s  w e r e  a v a i l a b l e ,  f o r e i g n  s h i p m e n t s  w e r e  s m a l l e r  t h a n  i n

J u l y ,  b u t  e x c e e d e d  t h o s e  i n  A u g u s t  o f  r e c e n t  y e a r s  b y  o v e r  $ 2 , 0 0 0 , 0 0 0 ,  i n d i 

c a t i n g  a  c o n t i n u e d  o u t w a r d  m o v e m e n t  o f  A m e r i c a n  m o n e y .
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Office Correspondence
T o ________ G o v e r n o r  M e y e r  __ _

From   F .  S  H a r r i s o n  __________

K t / m  N o . 1 3 1

M r , C h a r l e s  J .  B r a n d ,  S e c r e t a r y  o f  t h e  N a t i o n a l  F e r t i l i z e r  A s s o c i a t i o n ,  

c a l l e d  o n  t h e  t e l e p h o n e  t h i s  m o r n i n g .  H e s t a t e d  t h a t  h e  h a d  j u s t  r e t u r n e d  

f r o m  a  m e e t i n g  o f  t h e  E x e c u t i v e  C o m m it t e e  o f  t h e  A s s o c i a t i o n  i n  N ew  Y o r k ,  

a n d  t h a t  t h e  C o m m it t e e  i s  v e r y  a n x i o u s  t o  h a v e  y o u  a t t e n d  t h e  a n n u a l  c o n 

v e n t i o n  o f  t h e  a s s o c i a t i o n  t o  b e  h e l d  i n  A t l a n t a ,  G e o r g i a ,  a r o u n d  N o v e m b e r  

10  o r  1 1 .  I  t o l d  M r . B r a n d  t h a t  y o u  w e r e  o u t  o f  t h e  c i t y  a n d  t h a t  I  w o u l d  

b r i n g  t h e  m a t t e r  t o  y o u r  a t t e n t i o n  u p o n  y o u r  r e t u r n ,  b u t  t h a t  I  f e l t  c o n f i 

d e n t  y o u  w o u l d  n o t  b e  a b l e  t o  a c c e p t  t h e  i n v i t a t i o n .  I  e x p l a i n e d  t o  h im  

t h a t  y o u  h a d  r e c e i v e d  a  l a r g e  n u m b e r  o f  i n v i t a t i o n s ,  b u t  t h a t  i t  h a d  b e e n  

i m p o s s i b l e  t o  c o m p l y  w i t h  a n y  o f  th e m  b e c a u s e  y o u  c o u l d  n o t  f i n d  t h e  t i m e  

t o  p r e p a r e  t h e  n e c e s s a r y  m a t e r i a l  o r  t o  p e r f o r m  t h e  t r a v e l  i n v o l v e d .

M r .  C h a r l e s  D e w e y  d r o p p e d  i n  t h e  o f f i c e  t h i s  m o r n i n g .  H e h a d  t w o  

t h i n g s  o n  h i s  m i n d .  H e f e e l s  t h a t  w i t h  t h e  d e v e l o p m e n t s  t h a t  h a v e  t a k e n  

p l a c e  r e c e n t l y  i n  E u r o p e ,  t h e r e  w i l l  b e  m o r e  a n d  m o r e  d i s c u s s i o n  a n d  c o n s i d e r 

a t i o n  o f  t h e  q u e s t i o n  o f  d e b t s ,  r e p a r a t i o n s ,  e t c . ,  a n d  t h a t  i n e v i t a b l y  t h e  

U n i t e d  S t a t e s  a n d  F r a n c e  w i l l  h a v e  t o  t a k e  t h e  l e a d e r s h i p  i n  t h e s e  m a t t e r s .  

B e c a u s e  o f  h i s  t h r e e  y e a r s  o f  s e r v i c e  i n  P o l a n d  a n d  h i s  a c q u a i n t a n c e  w i t h  

m a n y  o f  t h e  l e a d i n g  m en  i n  o t h e r  E u r o p e a n  c o u n t r i e s ,  h e  f e e l s  t h a t  h e  h a s  

g a i n e d  a  k n o w l e d g e  o f  t h e  t e c h n i q u e  a b r o a d  a n d  t h a t  h e  c o u l d  p e r h a p s  b e  

u s e f u l  i n  so m e  d i r e c t i o n .  H e m a d e  i t  c l e a r  t h a t  h e  w a s  n o t  a s k i n g  f o r  

a n y t h i n g ,  b u t  h e  w a n t e d  y o u  t o  k n o w  o f  h i s  a v a i l a b i l i t y  i n  c a s e  a n y t h i n g  

s h o u l d  d e v e l o p .  ■

M r .  D e w e y  a l s o  s a i d  t h a t  h e  h a d  p l a y e d  g o l f  w i t h  M e l v i l l e  T r a y l o r  

r e c e n t l y  i n  C h i c a g o  a n d  t h a t  M r . T r a y l o r  h a d  m a d e  a  s u g g e s t i o n  w h i c h  m i g h t  

b e  w o r t h  w h i l e  c o n s i d e r i n g — n a m e l y ,  t h e  r e v i v a l
o f  t h e  W a r  F i n a n c e  C o r p o r a t i o n
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with authority to make loans to banks on real estate mortgages. The Cor
poration, he stated, could be financed by issuing bonds guaranteed by the 
Government. He thinks that many radical proposals are going to be made in 
the next Congress and that it would be highly desirable in the circumstances 
to have available for presentation some concrete plan that would be less 
harmful than many others that will be seriously discussed. Incidentally, 
he said he understood that the matter of reviving the War Finance Corporation, 
or at least of creating some agency to take over real estate mortgages, had 
been mentioned at the meeting of the Advisory Council.

Mr. Dewey also expressed the opinion that, as a sop to agriculture, it might 
be well for the Government to guarantee Federal Land Bank bonds.

Mr. Dewey added that while these things might seem somewhat radical, the 
Government is justified, in his opinion, in doing something unusual in a crisis 
like this, and that, in any event, they would be less harmful than many other 
proposals, such as, for instance, Mr. Hearst's plan to authorize the expenditure 

of #5,000,000 for roads, etc. 0 f  course, I merely listened to Mr. Dewey

and made no comment on any of his suggestions.
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October 1, 1931

Mr* Parry phoned the following information:

Since the first of June the amount of money in circulation has 
increased by $506,000,000, which is up tothe average for the week ending 
last Saturday.

The estimated amount of money hoarded appears to have increased 
since the first of June by about $540,000,000, maybe less.

With reference to vault cash in banks, the reporting member banks 
increased their vault cash by about $44,000,000 during the period since 
June 1; the figure for the non-reporting member and non-member banks 
increased by $75,000,000 to $100,000,000.

The increase in the amount of money hoarded by individuals, leaving 
the banks out of consideration, may be around $450,000,000.

The figures on export and import of gold for the period June 1 to 
August 31 (the last date for which they have them) shows exports about 
$13,000,000 net. The figure for the same pe riod last year was imports 

$15,000,000 net.
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Form JNo. 131
FEDERAL RESERVE

BOARDOffice Correspondence
To_ Governor Meyer ____ Subject: Money in Circulation

Currency withdrawals during the past week were over $100,000,
000, and on Monday, October 5. there was a further increase, although 
ordinarily currency returns to the reserve banks after the week-end. 
The total of $5.^19*000,000 outstanding on Monday exceeded last 
year*s volume by $877*000,000. For the past week (ending October 3) 
as a whole, circulation averaged $76U,000,000 larger than in the same 
week in 1930.

The abnormal drain of currency from the reserve banks and the 
Treasury since early in November, 1930, when serious bank suspen
sions began, is probably over $1,150,000,000. At that time circu
lation had been reduced $300,000,000 from the 1929 level, as demands 
for cash for pay envelopes and for retail transactions declined. Re
tail prices have fallen continuously since then, and payrolls have 
also been smaller, so that the amount of cash currently required for 
business transactions would in ordinary circumstances have been re
duced by almost as much as in the preceding year.

____ Per cent change
Aug. 1929 Aug. 1930 

to to
Aug._1930

Department store sales - 8
Retail food prices -10.3
Factory payrolls -26

4ogy.il9.31

7
-21
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Instead of a decline, there has been an increase of $875*000#000, 
Of this, $100,000,000~$125,000,000 probably represents till money held 
by banks, and $50,000,000-$60,000,000 the increase in American money 
held abroad* Nearly $1,000,000,000 is in domestic hoards, withdrawn 
because of fear of the stability of banks*

The largest drain of currency during last week was at New York, 
where over $30,000,000 was withdrawn, reflecting uneasiness over the 
foreign as well as the domestic situation* Of this total, $7,000,000 
was in gold coin, for domestic use.

Philadelphia has been a storm center in the past ten days* Nine 
banks in the city closed their doors between September 28 and October 
6* The Philadelphia Federal Reserve Bank reports payments of currency 
amounting to over $ 5̂ ,000,000 to city banks during the period. The 
Clearing House Association passed a resolution urging its members to 
invoke legal notice on savings and other time deposits*

Six Pittsburgh banks failed in the week ending October 2, and 
there were other large failures in the Cleveland district, with the 
result that demand for currency at the Cleveland Federal Reserve Bank 
increased by $16,000,000 (Sept. 30> latest available figure). The

rt«.r
Chicago Federal Reserve Bank had a drain of $17,000,000, as small 
bank failures continued; and a bank in Davenport, Iowa, with deposits 
of $33,000,000 failed.
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\ October 9,1931,

' Mr, Wyatt, General Counsel,
Governor Meyer Respects In which, federal 

Reserve hoard, could broaden classes 
of eligible paper without amendment 
to the law.

ooktibbstial.

In his statement of October 7, 1931, the President said:
"4. I shall propose to the Congress that the 

eligioility provisions of the federal reserve act should 
be broadened in order to give greater liquidity to the 
assets of the banks, and thus a greater assurance to the 
bankers in the granting of credits by enabling the£ to ob
tain legitimate accoirmodatlon on sound security in times of 
atress,M

It has occurred to me that, in view of the present emergency, 
it aigfct be advisable for the Federal Reserve Board to consider in shat re - 
spects the present provisions of its regulations could be amended so as to 
broaden the classes of eligible paper without waiting for Congress to amend the 
law. An announcement by the Federal Reserve Board of amendments to its regula
tions having this effect might be of great psychological value and certain 
possible amendments might have material practical advantages in the present 

emergency.

respects in which certain provisions of the Board*s Regulation A, which place 
restrictions upon rediscounts, could be modified without any amendment to the 

law.

blanket permission for member banks to rediscount paper acquired from non- 

meraber banks, as it did from July 27, 1921 to June 26, 1923,

I therefore respectfully Invite your attention to the following

PAPER ACQUIRED FROM IPHITOBSa BARKS,
Without any amendment to the law the Board could grant
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In normal timss, member banks Aich act as city correspondents for 
norm.ember banks can make loans to such no nm ember banks against their bills 

receivable and then borrow from the federal reserve bank against Goverzment 
bonds and eligible paper acquired by such member banks from their own 

customers. In the present emergency, however, the city correspondents may 
not have enough Government bonds or eligible paper acquired from their own 
customers to enable than to take care of the need* of their country corres

pondents; and it might be very helpful to grant blanket pemiseion for the 

rediscount of nenmember bank paper. Shis could be done by a public state

ment granting such blanket permission; but it would be advisable to repeal 

or modify Section IX (b) of Regulation A, which requires written applies-
a

tion for permission in each particular case.

qv rrwAwc m ,  s m m a i r s .

Section IT (b) stakes certain classes of paper ineligible for 
rediscount unless a recent financial statement of the borrower is on file  

with the member bank. I believe that this is a good requirement; but it  

undoubtedly has the effect of making ineligible much paper which otherwise 

would be eligible, because the member banks have neglected to obtain 

financial statements of the borrowers. This is particularly Important in 

the case of member banks which have been in the habit of borrowing from their 

city correspondents and now find it  necessary to apply to the f̂ederal reserve 
bank for the first time.

As an emergency measure, the Board might consider the advisability 
of repealing the second, third, fourth sad fifth  paragraphs of Subdivision 

(b) of estion IT, leaving only the first and last paragraphs of that section. 

The requirement in the last paragraph that, »A Federal reserve bank may, in
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any case, require* th« financial staters nt of the borrower to be filed  with 

it**, would sown to afford sufficient protection la this respect ip the pres

ent emergency*a
m  j e w w u u s ^ ^

Section fl (d) contains the foliosing restrictions!

U  »g*iPt with the permission Qf the .Jgedsral.JjftSjrwe. Jjfll£& » ss 

Federal reserve hank shall discount paper for any Federal intermediate credit 
bank when its own reserves amount to less than SO per cent of its own aggre
gate liabilities for deposits and federal reserve notes in actual circulations

2 . "**c»at »Uh the feniilMtan o f tb« IWNwl liS S S S ti **>«•<*■ 
aaonat of paper discounted tgr e ll Tsderal reserve banks for ear one 

federal iatenaediate credit hank shall at no tine exceed aa amount equal to 

the paid-ap and unimpaired capital and surplus of such federal intermediate 

credit bank. *
Without any amendment to the law or the regulations, these limita

tions could be modified by the issuance of a public statement granting blanket 

permission for Vederal reserve banks to rediscount paper for federal Inter -  

mediate credit banks notwithstanding theso limitations.

* m i  * m  M i m

Section Vi (e) provides. In part, that, "The aggregate amount of 

notes, drafts, b ills of exehaz%e, and acceptances with maturities in excess * 

of six months, but not exceeding nine months, which may be discounted by 

any federal reserve bank shall not exceed 10 per cent of its total assets.•
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Ellis this probably 1* of little practical importance, an amendment 
abolishing or modifying this restriction might hare a good psychological 

effects
CQHCIflSIQK*

At this moment I am not prepared to recommend any of the above 
modifications of the Board’s regulation*; hut 1 respectfully suhnit the natter 

for your consideration#
Ibr your further information, 1 respectfully submit herewith a copy 

of Begulation A with the provisions referred to above marked, and copies of 
the Board’s circular letters of July 27, 1921 (*-3176) and July 18, 1923 

(2-3784) with regard to rediscounts for nonmember banks*
Respectfully,

Regulation and circular 
letters attached#

Walter lyatt, 
General Counsel,

1 1  sad
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Form No. 131
^ \ C C *  I FEDERAL RESERVE
Urrice Correspondence B0ARD n̂e. October 1 .̂ i m

The abnormally rapid withdrawal of currency for domestic use con
tinued during the first part of last week, and on Wednesday, October 7» 

when the Presidents program was announced, the total circulation was 
$5,^31,000,000— an increase of $9^,000,000 from 1930* During the 
following two days the increase in circulation, amounting to $U2,000,- 
000,was largely in accordance with usual changes based on days of the 
week, Wednesday to Friday being a period when cash is ordinarily with
drawn for payrolls and for week-end shopping.

At the New York Federal Reserve Bank, currency payments have been 
more nearly normal during the past week than at any time since Great 
Britain suspended gold payments. Small withdrawals of gold coin have
continued
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F orm  N o. 131 f-

Office Correspondence FEDERAL RESERVE 
BOARDI \U  —Date_ October 27. 1931 

Subject:____Money_ in CirculationTo. Governor Meyer
From Mi as Joy_____

There was a small return flow of currency during the latter 
part of the past week, and on Saturday, October 2U, the volume of 

circulation— $5»5^3 *000,000— was $2 5*000,000 less than the record 
high level reached on Monday, October 19.

The New York Federal Reserve Batik reported a net return of 
about $12,000,000 during the week, and demand at the Federal Re
serve Bank of Philadelphia diminished in the last few days follow
ing the withdrawal of $10,000,000 on Monday.
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F orm  N o. 131 f
|  FEDERAL RESERVE

U i r i c e  C o r r e s p o n d e n c e  80X110 r w  November u. iqtl

To Governor Meyer_,____________ _ Subject:._____________________________
From Ml ss Joy

a

Money in circulation_______
• t o  2— 8495

Money in circulation, after declining from October IP to October 2 9, 
increased over the month-end. On October 31> the total was $5*5^5*000>000—  

$22,000,000 larger than a week earlier. This increase reflected in part 
the demand for cash for month-end settlements, etc., which ordinarily occurs 
in the last few days of October. There may also have been some withdrawal 
incident to the suspension of the Union Trust Company of Dayton, Ohio, on 
the thirty-first of October.

barren Persons* statement that $20,000,000 of thedecrease of $2'4,000,
000 between October 21 and October 28 was seasonal in nature is incorrect.
In the corresponding period in 1Q2S and 1929 there was an increase in cir
culation. There is no adequate basis for estimating the exact amount of 
normal seasonal change in daily circulation, because of the importance of 
the date of the month on which a particular week-day falls.
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FEDERAL RESERVE 

BOARD

Subject:
Date__November 6, 1931 _

Increase in Money in Cirenin-
tion, October 28 to November U.

o r o  2 — 8495

The increase of £63,000,000 in money in circulation between Octo
ber 28 and November U does not indicate a corresponding increase in 
hoarding. It was partly seasonal in character. Considerable with
drawals over the month-end have been common in recent years, and elec
tion day holidays in certain states probably added a small amount to 
the usual demand. There were, no doubt, some withdrawals as a result 
of uneasiness over the banking situation, particularly in the region 
around Dayton, Ohio.

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



Hovember 6, 1931 
Increase In Money in Circula
tion, October 28 to Hovember H,

The increase of £63,000,000 in money in circulation between Octo
ber rS and Hovember U does not indicate a corresponding increase in 
hoarding. It was partly seasonal in character. Considerable with
drawals over the month-end have been common in recent years, and elec
tion day holidays in certain states probably added a small amount to 
the usual demand. There were, no doubt, some withdrawals as a result 
of uneasiness over the banking situation, particularly in the region 
around Dayton, Ohio.
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Office
r~

T o _

From

ence FEDERAL RESERVE 
BOARD

T

Date November 11. 1Q^1
governor Meyer Subject:.

Mr* Goldenweis
s

I transmit the attached note on unemployment, prepared by
Miss Joy.
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Division of Research and Statistics November 10, 1931

UNEMPLOYMENT

Seven million eight hundred thousand workers were unemployed in 
August, according to a confidential estimate made by the American Tele
phone and Telegraph Company. The rapid increase in unemployment since 
1929 is shown on the chart below.

ESTIMATED TOTAL UNEMPLOYMENT

NUMBER

A.T. &  T  —  Confident/*/ -—  Es/imaM

In April, 1930# the Census found 3*700*000 persons either out of 
a job or absent without pay from their regular work. Since then more
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than U,000,000 have been added to the ranks of the -unemployed. Some 
are unable to work because of sickness or disability, but their number 
is small, and the vast majority are able-bodied workmen who either have 
no jobs or have been laid off without pay.

Of the 7*800,000 unemployed, the largest bloc is 3*350*000 former 
factory workers. Nearly one-third of the persons formerly on factory 
payrolls have been laid off. Retail and wholesale stores, with about 
20 per cent unemployed, accounted for another million in August, which 
is normally a dull season for trade.

The building trades have been more severely affected, relative to 
their numbers, than any other branch of industry. Employment in con
struction had been decreasing since 1928 and in April, 1930 over half a 
million were out of work. By midsummer of this year (1931) 390,000 
more men had been added to the ranks of the unemployed, with the result 
that over Uo per cent of the number attached to the industry were out 
of jobs. This is an exceptionally large number, in view of the fact 
that summer is the construction industry's most active season. In 
street and highway work, not included in these figures, employment was 
probably relatively greater than in residential and commercial construc
tion.

Of the railroad men, almost one-fourth (380,000) are unemployed. 
Shopmen and maintenance-of-way men have been discharged in largest num
bers, although many engineers and trainmen have also been laid off or 
put on the MreserveH list, making only occasional runs. About the same 
number of miners are out of jobs; and their situation, following several 
years of under-employment, particularly in coal mines, is extremely 
serious.

In agriculture unemployment is almost impossible to measure, since 
there are no comprehensive current reports from farmers. It is reported 
by the Department of Agriculture that fewer farm laborers have been hired 
this year than last, both because of reduced cash income and because of 
the drought in certain oarts of the Middle West and the Mountain States.

The Outlook
Unemployment will be more serious before the winter is over. Last 

year 2,500,000 were added to the ranks of the unemployed between August 
and January. In part this was seasonal, particularly in agriculture 
and in construction. However, the general decline in business activity 
was probably an even more important factor. Seasonal declines in pro
duction this winter can be expected to add 1,000,000 or more to the ranks 
of the unemployed by January.
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It is probable that a substantial increase in employment will not 
come for several months after business begins to improve* So many in
dustries are operating on part-time schedules that production can be 
expanded considerably without hiring more workmen* This practice was 
followed after the depression of 1921 and again after the brief reces
sion in the winter of 1927# Unless there is a Mtake-on-more-menH cam
paign this tendency will be intensified in the recovery from this de
pression because employers have spread work among their men in greater 
measure than ever before.

Even when production is again at high levels, as in 1928, for ex
ample, there will probably be fewer men employed in factories than in 
that year. Depression always brings economies in the use of labor, 
and after each recent depression some workmen have been forced to shift 
to other occupations or to become casual laborers.
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Governor Meyer:
©

p y

November 11, 1931

Mr. Bestor tells me that the Federal Reserve Bank of New York now 
holds $23,140,000 of Federal inteimediate credit bank debentures, which 
were purchased from the banks. In addition, it holds $150,000 debentures 
which were purchased in the market, presumably at the instance of Dunn, 
making a total of $23,290,000.

On the basis of the infomation now available, the Federal intermed
iate credit banks have discounted paper with the Federal reserve banks 

in the aggregate sum of $9,960,000, as follows:
Columbia ........ $2,500,000 . . . with the Federal Reserve Bank of

New Orleans • . • 1,500,000 • • • with the Federal Reserve Bank of

(In addition, the St. Paul bank has an agreement with the Federal

(In addition, the Federal Reserve Bank of Chicago has agreed to 
purchase $1,000,000 of Omaha debentures above its allotment from 
the Federal Reserve Bank of New York.)

St. Louis has not discounted any paper with the Federal Reserve Bank 
of St. Louis. It has, however, an agreement with the Federal Reserve 
Bank of Chicago to purchase $1,000,000 of its debentures in addition 
to Chicago's allotment from the Federal Reserve Bank of New York.
The St. Louis Intermediate Credit Bank also has an arrangement with 
some of the leading banks in St. Louis to discount its paper in an 
indefinite amount.
Wichita........ 850,000 • • • with the Federal Reserve Bank of Kansas

(Originally had a commitment from the Federal Reserve Bank for 
discounts in the aggregate amount of $1,500,000, but Worthington 
recently notified Wichita that its reserve ratio was down to 43 
and there was an intimation that it would kH not be able, in the 
circumstances, to carry on with the commitment. Wichita will not 
need any additional money until December.

Atlanta

Atlant a

St. Paul 750,000 • . • with the Federal Reserve Bank of 
Minneapolis

Omaha

Reserve Bank of Minneapolis to rediscount an additional $850,00< 
St. Paul debentures held by the New York Federal Reserve Bank.1)

1,100,000 . • .with the Federal Reserve Bank < 
Kansas City

City
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Berkeley • . • • $2,000,000 • • . Federal Reserve Bank of San Fran
cisco

Spokane • . • • 1,250,000 • • .with the Federal Reserve Bank of
San Francisco

Hogan anticipates that at least $1,000,000 of cattle feeder paper
/Of... f _will be presented to S  for discount in the near future. Thomson, of

K

Springfield̂ is planning to see the Guaranty Company today with reference 
to the possibility of discounting $1,000,000 of paper with it.

F .R.H.
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F o r m .  N o . 1 3 1 .

Currency outstanding on Monday, November 9, was $5,551,000,000, 
slightly larger than at the month-end. Since November 1 there have 
been only the usual day-to-day variations in demaud for currency. The 
month-end demand, however, was somewhat larger than usual, and probably 
indicated withdrawals of currency incident to bank suspensions in cer
tain parts of the country, particularly in Ohio.

The total volume of domestic hoarding by individuals remains in 
the neighborhood of $1,150,000,000 to $1,200,000,000. There has been 
an increase since the middle of October, obscured somewhat by seasonal 
movements, by reductions of cash held in the vaults of member banks, 
and by the return of American currency from abroad during the latter 
part of October. The increase in hoarding since mid-October has prob
ably been $60,000,000 to $75*000*000 and was concentrated in the period 
between October l4 and October 21. Since that time there has been 
relatively little net change in the amount of hoarded currency.

Member banks have reduced their holdings of vault cash gradually 
since the middle of October, and on November 4 reporting member banks 
held $14,000,000 less than on October l4. The reduction centered in 
the New York, Chicago, and Boston districts, while in the Cleveland dis
trict banks increased their holdings, and in Philadelphia they retained
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the large cash holdings accumulated during early October.
Return of American currency from abroad, amounting to about $10,

000,000 net in October, has been another factor in the flow of cur
rency into the reserve banks. This movement i3 described in detail 
in the attached memorandum.

* 2 .
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‘Division of Research and Statistics November 12, 1931

FOREIGN SHIPMENTS OF AMERICAN CURRENCY

Movements of American currency in and out of this country are re
ported monthly by eleven large New York banks. These reports are in
complete, especially as to exports of currency, but they do give some 
indication of changes in the direction of our currency movements. It 
would appear from these reports that the outflow of American currency 
to foreign countries, which had been exceedingly rapid from June to Sep
tember, was suddenly reversed in October when a return of more than 
$12,000,000 was reported. This is the largest shipment on record for 
a single month, exceeding even the shipments following the stabiliza
tion of the German mark in 1924. It is probably another phase of the 
"flight from the dollar" which began in Europe early in October when 
foreign holders of dollar assets were converting them into other curren
cies or into gold. In Poland, in particular, individuals who had 
hoarded American money sold it to the banks, which returned it to the 
United States. A dispatch from Warsaw to the New York Times on October 
9 reported:

"Long lines of people waiting outside the banks to get rid 
of dollars, which were readily bought." and "Confidence in the 
dollar seems to be shaken in Poland, where for the last thir
teen years United States currency has played the part of metal
lic gold as coverage for Polish currency. ... The entire 
populace, even the humblest peasant, hoarded dollar notes and 
the amount circulating in Poland is estimated at $50,000,000 
to $60,000,000."

and on October 12
"A week-end 'flight from the dollar', which caused $5*000,000
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in American banknotes to change hands in a scramble occasioned
by rumors, was checked today ... "
Movements of American currency to and from Europe are shown on the 

chart on the following page.
From June to September American currency was in great demand in Eu

rope because of the general feeling of insecurity following the financial 
crises in Austria, Germany, and England. The outflow from this country 
aggregated over $3 0,000,000 in four months, compared with $1,760,000 in 
1929, a more normal year in this respect. The fact that almost no 
American money returned to this country during this period is further evi
dence of the value attached to it in Europe at that time.

In October, however, fright over the possible abandonment of the gold 
standard by the United States suddenly reversed the movement. The flight 
from the dollar was most severe in the early part of October, and began 
to subside after the middle of the month. The arrival of currency at 
American ports, of course, lagged behind the accumulation of American 
money by foreign banks.

The largest shipments to this country during October came from Ger
many, Switzerland, France, Holland, and Poland. This is shown in the 
table on the next page, which also gives total shipments and receipts 
by these countries in the preceding four months both in 1931 aad- *n 1929* 
In the case of France, Holland, and Poland, shipments in October were con
centrated almost entirely in the last half of the month, apparently re
sulting from the flight from the dollar, and the return flow from Ger-
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many, which had been going on since August, was unusually large.
This repatriation of American currency contributed to the decline 

in the volume of money in circulation toward the end of October. A 
net of ten million dollars is known to have been shipped in from all 
countries through reporting banks in New York, and it is probable that 
total receipts through all sources were larger. It is probable, there
fore, that the increase over the year in American currency, which we 
previously estimated at between $5 0,000,000 and $60,000,000 is now be
tween $U0,000,000 and $5 0,000,000.

fiT.
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JKorui N o. 181

O f f i c e  C o r r e s p o n d e n c e
To. Grovernor Me.yer

FEDERAL RESERVE 
BOARD

Subject:.

f
Date November l6. IQ3I

2— 8495

Persons has sent another report, which I transmit. I wonder 
how Persons was able to get the confidential figures about balances 
in the United States by countries?
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CONFIDENTIAL REPORT OF NOVEMBER 1 3 ,  1931

P erhaps th e  le a d in g  m arket in f lu e n c e  of th e  p a s t  week has been a p 
p re h e n sio n  t h a t  Germany would d e c la re  a m oratorium  on p r iv a te  d e b ts .
Such a m o rato riu m , i f  d e c la r e d , w ould mean d i r e c t  lo s s e s  f o r  dom estic  
banks and o th e rs  h o ld in g  German o b lig a t io n s  and a d v e rse  i n d i r e c t  r e p e r 
c u s s io n s . A m oratorium  by Germany on in te rg o v e rn m e n ta l d e b ts , under 
th e  Young ag reem en t, I  b e lie v e ^  would n o t be c o n stru e d  t o  be u n fa v o ra b le  
m a rk e tw ise .

The im p o rta n t f a c t o r s  b e a r in g  upon th e  q u e s tio n  o f a m oratorium  on 
p r i v a t e  d e b ts  a re

( a )  The amount o f paym ents t h a t  Germany i s  c u r r e n t l y  o b lig e d  to  
make under th e  " s t i l l h a l t e n " agreem ent w hich e x p ire s  F e b ru a ry  29;

(b )  The a t t i t u d e  of F rance tow ard th e s e  payments on p r iv a te  a cc o u n t;  
and

( c )  The p o l i t i c a l  s i t u a t i o n  in  Germany.

( a )  GERMAN SHORT TERM-OBLIGATIONS

T o ta l e x te r n a l  o b lig a t io n s  $ 1 ,8 0 0 , 0 0 0 ,0 0 0  (o f  w hich  5 , 1 0 0 , 0 0 0 , 0 0 0

Under th e  " s t i l l h a l t e n "  agreem ent 25% of f o r e ig n  b a la n c e s  in  Germany 
may be w ithdraw n betw een Septem ber 15  and O ctober 1 5 ,  and 15% per month

to  d a te  ( a )  to  th e  U n ited  S ta te s  b ecause fu n d s co u ld  n o t be u sed  in  ap 
proved manner in  dom estic  t r a d e  and (b )  to  England b ecau se  th e  drop i n  
s t e r l i n g  makes such paym ents ad v an tag eo u s to  Germany. Germany has r e 
c e n t l y  ad o p ted  m easures to  p re v e n t " i l l e g i t i m a t e ” c o n v e rsio n  of f o r e ig n  
h e ld  a s s e t s  i n t o  bank d e p o s its  and w ith d ra w a l under th e  15% p r o v is io n .

By November 15 Germany must pay th e  w o rld  1 1 0 ,8 5 0 ,0 0 0  Reichm arks 
(D r. P a ly i  says t h a t  a p o r t i o n  of t h i s  payment has a lr e a d y  b een  m ad e). 
Of th e  t o t a l 7 1 8 ,3 0 0 ,0 0 0  i s  due c i t i z e n s  and banks o f th e  U n ited  S t a t e s .

I t  w ould seem n o t d i f f i c u l t  f o r  Germany to  make th e s e  paym ents.

Reichm arks a re  fr o z e n  
under th e  " s ti l l* *  
h a l t e r "  ag reem en t)

Used in :
I n t e r n a t i o n a l  
Dom estic 
Open a cc o u n ts

a c c e p ta n c e sn 6 0 0 ,0 0 0 ,0 0 0
3 6 0 . 0 0 0 .  000
8 4 0 . 0 0 0 .  0 0 0  (o f  t h i s  ab o u t

$ 2 8 0 ,0 0 0 ,0 0 0  rem ains on 
d e p o s it  in  f o r e ig n  
le n d in g  b an k s)

t h e r e a f t e r . F o re ig n  bank d e p o s its  on Septem ber 15 w ere betw een 7 and 8 
la rk s . Germany has made over-paym ents on c u r r e n t  a cc o u n ts

(b )  THE FRENCH ATTITUDE

F rance has been i n s i s t e n t  on g iv in g  in te rg o v e rn m e n ta l d e b ts  p r i o r i t y .  
She d e s i r e s ,  how ever, to  have Germany c o n tin u e  s e r v ic e  on th e  German 5 j s  
and 7 s .  France has been h i s t o r i c a l l y  an u n y ie ld in g  c r e d i t o r ,  s ta n d in g
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on the"word of the law," A news report dated "London, Nov. 12" states 
that France has forced Germany to agree "not to make use of her private 
indebtedness as an argument in favor of postponement of the official 
reparation payments." Under the date "Paris, Nov. 12,T French papers 
estimate an increase of the unemployed to 300,000^009 - 1,000,000 (various 
estimates); they view the French industrial situation with alarm. It 
is not unlikely that the arrival of acute depression in France will make 
them more tractable in the French-German intergovernmental and private 
debt negotiations. Italy’s influence (lira at 5.16J-, par 5*2631 cents), 
as v/ell as that of England, will be for priority of private payments.

(c) GERMAN POLITICAL SITUATION
I have heard conflicting reports from recent visitors to Germany. 

My reaction is that no immediate political upheaval is in sight unless 
it is forced by France.

FIGURES FOR NET CURRENT BALANCES IN UNITED STATES (NOV. 5)
Due to England $117,000,000

France 596,000,000
Germany 38,000,000 (90% bank balances)
Italy 45,000,000
Net herlands 44,000,000
Other
European 189,000,000

$1,029,000,000
If we had similar figures for all leading commercial countries the 

international financial status would be greatly clarified.

Warren M. Persons 
Consulting Economist 
345 Hudson Street 
New York City
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F o r m  N o . 1 3 1 -f

Date.___November 17* 1931
To Governor Meyer [ /  ___  Subject:

F r o m__Miss Joy
2— 8495

Currency outstanding has decreased during the past week, and on 
Saturday, November lU, was $5,530,000,000. The decline of $26,000,000 
from the preceding Saturday is about the usual amount for this time of 
year. The continued return of cash from bank vaults has contributed 
to the recent decline in the volume outstanding.

Vault cash held by reporting member banks in leading cities on No
vember 11 was $10,000,000 less than a week earlier. The largest reduc
tion was in the New York district; and there was also some return in the 
disturbed Philadelphia and Cleveland areas. A part of the gold coin 
withdrawn by New York banks for domestic circulation has recently been 
re-deposited at the New York Federal Reserve Bank. In magnitude, this 
is not important— about $8,000,000 since October 28— but it is important 
as an indicator of the passing of panic psychology.

During the current week there is usually a further decline in the 
demand for currency, amounting in past years to $2 5,000,000 or more from 
Wednesday November 11 to November 18. The Thanksgiving Day holiday in 
the following week, however, will occasion substantial withdrawals.
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I transmit herewith a table that I thought might be of interest 
to you, showing the distribution of real estate mortgages in the 
United States, exclusive of mortgages held in trust to secure bond 
issues. It may be estimated that mortgages back of bond issues 
amount to $7,000,000,000 or $8,000,000,000 of which $5,000,000,000 
or $6,000,000,000 are on urban real estate. Farm mortgages so held 
are almost entirely held by the Federal Farm Loan System. The 
estimates in the table include Junior liens.
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DISTRIBUTION OF REAL ESTATE MORTGAGES ^  

Estime,ted for .June 30» 1931
(In millions of dollars)

Total Urban Farm

Total outstanding 39,750 32,200 7,550
Held by institutions 31,750 27,200 U.550

Banks 11,650 10,700 950
Member banks 3,250 2.850 Uoo
Mutual savings banks 5,900 5.850 50
Other non-member banks 2,500 2,000 500

Institutions other than banks 20,100 16,500 3,600
Building and loan assfns. 7,750 7,750 • • •
Insurance comnanies 7,750 5.750 2,000
Mortgage companies and others U,6oo 3,000 1,600

Held by individuals 8,000 5,000 . 3,000

PERCENTAGE DISTRIBUTION

Total | Urban Farm

Total outstanding 100.0 100.0 100.0

Held by institutions 79.9 8U.5 60.3
Banks 29-3 33.2 12.6
Member banks 8 .2 8.9 5.3
Mutual savings banks lU.8 18.1 .7
Other non-member banks 6.3 6.2 6.6

Institutions other than banks so.6 51.3 7̂.7 *
Building and loan ass'ns. 19.5 2*.l 0.0
Insurance companies 19-5 17.9 26.5
Mortgage companies and others 11.6 9.3 21.2

Held by individuals 20.1 15-5 39.7

l/ Exclusive of mortgages held in trust for "bond issues.
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F o r m  N o . 1 3 1

Office Correspondence
FEDERAL RESERVE 

BOARD
Date_November 19* 1931

t

To GovernorGovernor Meyer
From _____Miss Joy Money In Circulation

2 — 8405

The decline of $U6,000,000 in the volume of currency outstand
ing from November 11 to November IS is somewhat larger than usual. 
There has been a reduction of $25,000,000-$35,000t000 in this same 
period in recent years, eliminating for purposes of this comparison 
the years 1929 and 193  ̂*hen the stock market collapse and bank fail
ures resulted in unusual movements of currency.

fiOV 2 0 1931,
o w a  o f

■iragf»Yg3sBa-L
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To_

From

„  <?/>?■ For CIRCULATION:.,
» JTH I'FEDEkALkiLo
ice Correspondence Date

Mr. Miller „ „Mr, Goldenweiser____________ fc;r. p0jg ...foreign Shipments and
Mr. Harrison_Miss. Joy_________________ _ f.:r. L'orr:;|. Receipts of Currency

a^  . Mr. McClelland ...
Mr. Wyatt __ __,
Mr..........
Mr..........  ..................

/3

Please note-initial
American currency returnedafromu abroad. iaQ$he first half of Novem

ber ($3»5̂ 0»0̂ 0) was considerably smaller in volume than in the last half 
of October, but larger, nevertheless, than shipments to this country in 
the entire month of November in other recent years. As usual, the bulk 
of the return flow was from Europe, with shipments from Germany, Switzer
land, Poland, Prance, and England continuing in large volume. In all 
probability shipments during November were from stores of American money 
collected at the time of the flight from the dollar, or shortly there
after; there is no indication that American currency is now under suspi
cion. In Poland, certainlŷ  the dollar panic is over.

The total shipped back to this country from October 1 to November 15 

is $15,300,000. The net inflow amounts to $11,300,000, In the first 
half of November very little American currency ($300,000) was shipped 
abroad.

Recent transactions in American currency have been concentrated in 
the **Snds of a very few New York banks. Only three out of the 11 report 
ing banks had any dealings during the first half of November, in contrast
to 10 in October

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



' / ^ \  CC* i O  /  |  FEDERAL RESERVEU trice Correspondence B0ARD November 28, 1951.
To Governor Meyer y  ___________________  Subject:___________________________________

From Mr* McClelland
0 , 0  2 — 8495

In accordance with the suggestion at the meeting on Wednesday, there is 
given below, for your information, a resume of the consideration which has been 
given by the Board in recent years to the matter of procedure in the establish
ment of effective buying rates on bills:

At the meeting of the Board on January 3, 1929, following receipt of ad
vice from the Federal Reserve Bank of New York of a change in the schedule of 
effective buying rates at that bank, discussion was had with regard to the pro
cedure which has grown up whereby, after approval by the Board of a minimum rate, 
currently effective rates are established by the bank without prior reference to 
the Board, and it was the consensus of opinion that such rates should be estab
lished subject to the review and determination of the Board in the same manner as 
rates of discount, and that the present procedure should be revised. The need of 
a change in the present procedure was discussed further at the meeting on January 
4, 1929, and the Governor was "requested to prepare for action by the Board, 
draft of a regulation superseding all existing regulations or practices governing 
bill rates, which will make all rates subject to review and determination by the 
Board in the same manner as discount rates are now subject to review."

Occasioned by an advance in the schedule of effective buying rates at the 
Federal Reserve Bank of New York, at the meeting of the Board on February 15,
1929, Governor Young was authorized, on the occasion of his next visit to New 
York, to discuss with the directors of the New York bank the formulation of a 
procedure under which buying rates could be considered by the Board before they 
are made effective by the bank. At the meeting on March 21, 1929, the Governor 
reported that he had discussed the matter with Deputy Governor Kenzel who advised
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him-that, in his opinion, in ordinary times the bank could operate if it were 
authorized to adjust the bill rate within l/2 of 1$ under the discount rate, 
but at that time, with the bill market so uncertain, he did not feel anything 
could be done except to follow the market rates. At the same meeting Governor 
Young suggested that it would be desirable to have a conference with the directors 
of the Federal Reserve Bank of New York for a full exchange of views regarding 
the matter. This suggestion was taken up with the New York directors through 
Governor Harrison, and on June 5, 1929, Messrs. McGarrah, Mitchell, Reyburn and 
Treraan met with the Board, but as the matter of an increase in the discount rate 
of the New York bank was of first importance at that time, there was no discussion 
of procedure in connection with the establishment of buying rates on bills.

At the meeting of the Board on August 10, 1929, following further dis
cussion of the present procedure, Mr. Miller submitted the following memorandum 
as a basis for discussion of a new temporary procedure with regard to the 
determination of buying rates on bills by the Federal Reserve Board:

nl. The successful application of the general lines of credit policy
adopted by the Board at the conclusion of the recent conference with 
the Governors depends largely if not mainly, upon the degree of 
accuracy with which purchases of bills are adjusted to the trend of 
conditions from week to week and possibly sometimes during short 
intervals.

2. The matter is one of too much importance, involving as it does 
the application of a national policy, to be left to the determination 
of the Reserve Bank of New York even though the great bulk of the 
bills will originate and be offered there. It should have the joint 
attention of the Federal Reserve Board and such other leading reserve 
banks beside New York as can conveniently be consulted.

3. For this purpose, some temporary working arrangement during 
the remainder of the year seems desirable. Later, when the Reserve 
System is on a more normal basis of operation, a change in the working 
arrangement can be made, better adapted to ordinary conditions. That 
is a matter that might well be considered at the autumn conferences
of banks with the Board.

4. Change of rate being the method by which the flow of bills to 
the reserve bank is chiefly regulated, constant attention will have 
to be given to the rate at which offerings of bills are coming under 
any given rate, with the view of determining whether they are coming 
too rapidly or too slowly to satisfy the objectives of the System’s 
autumn policy.
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"5. The bill rate should, therefore, be under constant review by
the Board, with power in a committee or in the Governor of the Board 
to authorize and approve changes in buying rates in accordance with 
the views of the Board or in accordance with sudden changes of con
ditions which call for immediate action*

6. It is suggested that the Board should begin the autumn policy
by determining the lower limit of the buying rate of bankers accep
tances at 5$ - this rate to remain in effect until changed by joint 
action of the banks and Board. Changes in the actual buying rate 
above the 5$ rate could, as suggested above, be made by a committee 
of the Board or by the Governor alone, should the committee not be 
promptly available. In order that the committee should be fully 
informed on conditions suggesting a change of rate, the Governor 
should keep in close touch with reserve banks as far as practicable.

Consideration should be given to the authorization of buying 
rates under 5$ in districts outside of New York on acceptances 
originating within the districts, as long as they have 5$ discount 
rates.**

This memorandum was made the special order of business at the meeting on August 
15, 1929, at which time further discussion was had with regard to the possibil
ity of working out a new procedure. Governor Harrison and Mr. Kenzel were 
present and outlined to the Board the desirability of continuing to give the 
operating officers of the New York bank some leeway in the matter of changing 
effective bill rates. Governor Harrison suggested that the minimum rate author
ized by the Board should have some relation to the discount rate of the bank, 
running in normal times 1/2$ below the discount rate with a maximum 1/2$ above 
that rate. Governor Young suggested a procedure along the following lines:

**That the Board authorize a minimum rate of 5$ and a maximum rate 
of 6$, that the Board then give to the Executive Committee or the 
Executive Officer authority to approve effective rates within the 
minimum and maximum approved by the Board; and that the operation of 
the bill policy be left to the officers of the New York Bank until a 
point is reached where the New York directors or the Board feel that 
bills are being accumulated too rapidly or too slowly, in which event 
the matter of a change in the effective rate, and if necessary, the 
minimum and maximum rates would be brought up for discussion.**
As a result of the discussion at this meeting, it vas voted:

"That in the absence of a quorum of the Board the Executive 
Committee, or in its absence, the Executive Officer of the Board 
be authorized to approve effective buying rates within the limits 
of a 5$ minimum and the 5-1/2$ maximum, excepting the Federal Reserve
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"Banks of Dallas and Atlanta where 4—7/8$ and 4—1/2$  rates are now 
in e ffect on short maturities and the Federal Reserve Bank of 
Richmond, where a rate of 5 -5 /8$  has been established on long 
m aturities, such rates applying to b i l ls  originating in the 
respective d is t r ic t s ."

At the meeting of the Board on October 28, 1929, Mr. M iller moved 

that the action taken at the meeting on August 15, 1929, be amended to read 

as follow s:

—4—

"That no change in b i l l  rates shall be effective  u n til after  
approval by the Federal Reserve Board and that in the absence of  
a quorum of the Board, the Executive Committee, or in i t s  absence, 
the Executive O fficer of the Board, be authorized to approve 
effective buying rates within such minimum and maximum rates as 
may be approved by the Board."

Action on Mr. M iller*s motion was deferred at that meeting, and, while 

there have been numerous discussions of the matter since that time, no further 

action has been taken by the Board.
i
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F o r m  N o . 131 f
Office Correspondence FEDERAL RESERVE 

BOARD
Date___December U. 1 9 3 1

To. Governor Meyer Subject: Money in Circulation

The increase of $3 2 »000,000 in the volume of currency outstanding 

between November 25  and December 2 is  larger than in this period in other 

recent years, exceeding the typical figure by $1 5 , 0 0 0 ,0 0 0  to $2 0 , 0 0 0 , 0 0 0 , 

It is  d iffic u lt  to explain this comparatively large increase; there have 

been no bank suspensions of any consequence, and it  seems unlikely that 

private hoarding has increased. The relativ ely  small currency demand in  

the week before Thanksgiving may have resulted in larger withdrawals dur

ing the week just past, for use in holiday shopping, which is  already be

ginning.
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December 10, 1931

To: Governor Meyer Decline in the Demand f  dsr

From: Miss Joy Mr. Hamlin _ u < v  Mr. JamesMr. Magei Mr. Miller Mr. Pole.Mr. Harrison. Mr. Morrill .J
The decline of $2,000,000 in the volume of money in circulflfcijdtfldtairhMr. Wyatt .Krr--

ing the week ending December 9 is  very unusual for this season «f. the .year-r

peak early in November, The extent of the return flow in the past four 

weeks is  about $1 0 0 , 0 0 0 , 0 0 0 , after allowance for the increased demand for  

holiday purposes which is  to be expected in late November and in December. 

This is  illu strated  by the chart, which compares changes in the volume of 

currency outstanding from November U to the end of December in the years 

I 92U -I9 26* and in 1931* The spread between the two curves— about $100,

000,000 on December 9—*is a rough measure of the amount of the recent re

turn flow.

An indeterminable part of this decline in demand— but certainly not 

less than $10,000,000— represents repatriation of American money held a

broad, and a part represents a reduction in banks' holdings of vault cash. 

For reporting member banks in leading c itie s  holdings of vault cash de

clined by $28,000,000 between November U and December 2,

♦The average of the years I92U-I926 is  used because the Thanksgiving 
holiday came at about the same time in those years as in 1931 (November 26) 
and because the long-time downward trend in the volume of money in public 
use had not begun at that time.

Mr.
when there is  ordinarily an increase of about $U^,000,000. It  ind^cate^

a continued reduction in the unusual demand for currency, which
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CUMULATIVE

CHANCES IN TEE DEMAND EOR CURRENCY 

November U to December 30 

(In m illion s of d o lla r s .)

NOV. D E C .
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F o r m  No< 181 f

To

Offic ence FEDERAL RESERVE 
BOARD

Subject:.

Date December 1 1 . 19^1

From Mr. Groldenweis < Tax on checks

I notice that the Secretary of the Treasury includes in his 

l i s t  of tax recommendations a two-cent tax on checks. I think 

that the adoption of such a tax would be highly undesirable, be

cause i t  would discourage the use of bank accounts. At this time, 

particularly, when the problem of currency withdrawals has been a 

serious one, it  would seem to be unwise to adopt a tax that would 

encourage people to keep their money out of the banks. This tax 

would also have a tendency to counteract the long-time trend for  

an increased use of checks, particularly in payrolls, as big cor

porations would hesitate to pay their help by check, i f  each check 

were to cost them two cents. This would have the effect of increas

ing the amount of money in circulation and, therefore, would make 

inroads on the reserves of the reserve system.

It has been generally agreed in the last few years that i t  is

desirable to encourage a greater use of checks as a means of econ

omizing gold, and it  would seem to me unfortunate for this country 

to take a step in the opposite direction.
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| 1  FEDERAL RESERVE IUttice Correspondence — Date_ December 29. 1931

To_ Governor Meyer ̂  ___  Subject____________________________

From Mr. Go ldenwe is er__________ _____________________________
• v « 2—8405

I am sending you a copy of an economic program for 1 9 3 2  which 

I have just received from Warren Persons. In sending it  to me, he 

says the follow ing:

"I  am sending you two copies of the la test revision of the 

•Economic Frogram1 which has been sent to some f i f t y  leading econ

omists for their acceptance and endorsement. One copy is for your

s e lf ,  the other for the Governor. This la st revision was made after  

submission to ‘ icey’ people here. I w ill t e l l  you the whole story 

when I see you.

“In the very near future (I  expect by February 1) I w ill estab

lis h  a separate o ffic e  as an independent Consulting Economist with

out connection, except to u tiliz e  their material or services, with 

any financial publishing organization. An obstancle to perfectly  

frank discussion between the Governor and you, on the one side and 

me, on the other, w ill thus be removed."
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A N  E C O N O M I C  P R O G R A M  F O R  1932

I'VE BELIEVE t h a t  t h e  f o l l o w i n g  a r e  t h e  i m p o r t a n t  b a s i c  f a c t s  o f  t h e  o r e  s e n t
s i t u a t i o n :

1*  G e n e r a l  c o n t r a c t i o n  o f  c r e d i t  a n d  d e f l a t i o n  o f  p r i c e s  h a v e  
g o n e  f a r  e n o u g h *

2 ,  N o r m a l  a n d ' s p e c i a l  a g e n c i e s  c r e a t e d  a n d  b e i n g  c r e a t e d  f o r  t h e  
r e l i e f  o f  b a n k s ,  b u s i n e s s ,  a g r i c u l t u r e ,  r a i l r c a d s ,  e t c , . ,  v r i . l l  
m e e t  s u c c e s s f u l l y  a n y  c r i t i c a l  s i t u a t i o n  t h a t  m a y  d e v e l o p .

3 ,  T h e  U n i t e d  S t a t e s  c a n  h a v e  a  s u b s t a n t i a l  b u s i n e s s  r e c o v e r y  
w i t h o u t  w a i t i n g  f o r  a  s o l u t i o n  o f  E u r o p e * s  d i f f i c u l t i e s  o r  
t h o s e  o f  t h e  r e s t  o f  t h e  w o r l d .

4 .  B u s i n e s s  r e c o v e r y  i n  t h i s  c o u n t r y  w i l l  l a y  a  f i r m  f o u n d a 
t i o n  f o r  t h e  s o l u t i o n  o f  t h e  f i n a n c i a l  d i f f i c u l t i e s  a t  h om e  
a n d  a b r o a d .

5 .  B u s i n e s s  r e c o v e r y  c a n  b e g i n  a n d  p r o c e e d  o n  a  s o u n d  m o n e y  
b a s i s  w i t h o u t  r e c o u r s e  t o  p a n a c e a s ,

6w T h e  r e p l a c e m e n t  o f  a b n o r m a l  h a b i t s  b y  « £ n - n o r m a l  h a b i t s  o f  
c o n d u c t i n g  b u s i n e s s  a n d  o f  s p e n d i n g ,  s a v i n g  a n d  i n v e s t i n g  
b y  a l l  c l a s s e s  o f  o u r  p o p u l a t i o n — w a g e - e a r n e r s , " m a n u f a c 
t u r e r s ,  d i s t r i b u t o r s ,  b a n k e r s — w i l l ,  o f  i t s e l f ,  i n c r e a s e  
e m p l o y m e n t  a n d  i n a u g u r a t e  a n d  a c c e l e r a t e  b u s i n e s s  r e c o v e r y ,

THE FOLLOWING RECOPP'iENDATIONS, t h e r e f o r e ,  a r e  m a d e  t o  e x p e d i t e  t h e  r e t u r n
o f  n o r m a l  b u s i n e s s  a n d  e m p l o y m e n t :

1 .  P u t  h o a r d e d  m o n e y  t o  w o r k ,  s a f e l y  a n d  p r o f i t a b l y .

2 .  P u r c h a s e  s o u n d  s e c u r i t i e s  a s  o n e  w a y  o f  p u t t i n g  m o n e y  t o  
w o r k ,  s a f e l y  a n d  p r o f i t a b l y .

3 .  M a n u f a c t u r e r s  a n d  d i s t r i b u t o r s  s h o u l d  c e a s e  c u r t a i l i n g  
t h e i r  o p e r a t i o n s  a n d  p u r c h a s e  m a t e r i a l s ,  r e p l e n i s h  i n v e n 
t o r i e s  a n d  e m p l o y  l a b o r  i n  a c c o r d a n c e  w i t h  m o r e  n o r m a l  
r e q u i r e m e n t s ,

4 .  B a n k s  s h o u l d  r e s u m e  t h e i r  n o r m a l  l e n d i n g  a n d  i n v e s t i n g  
p o l i c i e s  i n  t h e  s o u n d  c o n v i c t i o n  t h a t

a .  A  s t e a d y  e x p a n s i o n  o f  b a n k  c r e d i t  i s  
n e c e s s a r y  a n d  n o r m a l ;

b .  F u r t h e r  c o n t r a c t i o n  o f  b a n k  c r e d i t  w o u l d  b e  
u n w i s e  a n d  u n p r o f i t a b l e .

5 .  T h e  F e d e r a l  R e s e r v e  S y s t e m  s h o u l d  p u r s u e  a  l i b e r a l  o p e n  m a r k e t  
a n d  d i s c Q u n f c  p o l i c y .

D e c e m b e r  2 5 ,  1 9 3 1 .
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