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The Yresident of the Board: Gentlemen, this ds a
motion for the review of the action of the Federal Heserve
Bank Opganluation Committee, in designating Richmond as
the Feseral Reascrve Clty for the Pifth Iistrict. Petitions
have been duly filed, and bric?Ts also have beon f£iled,

I would Llike to aak firet ss to the order of nrocaonre -on
opening and closing. I would be glsad to henr from dboth
gldes &8 to that voint.

Hr, Charlen arkell, Coulisel for the City of Baltimore !
[£ the Bosrd please, we assupe that following the ordinsry
progedure of Lagal tribunals, 1t would be our right, as
appellees, to open and eloge the argument, it having been
our infention to provide an openlng and cloping argumente

The President of the Board: Yhe Counsel Tor Richmond,
we would be glad to henr from you.

Legh R, Page, Counsel for the City of Richmond:

g agsume it that wounld be the oA &
there he no objection to such prodedurs on the part of the
memhaps oF the Board. ‘e gnall be entirely willing
leave this mattor to the disere«tion f the Board.

The Yreaident ol the Board: Is I understind,

Soard has sllowed +two hours Por this hearing. It sa

to ma that Baltimore, belng. the moving purty, =- that they

ghould have the rish% 1o open and alose, and the Joard

would sugrest an apendng, of a= thirty mimites, snd than

Richmond an hour, and the romaining time to hi

b uulflmvrw; and L would suguest that eifther or

of the egitias ghoil.d




an oppurtunity for five minutes to sum up at the close; and
the Board will be gled o extend that time; so if that is
agreeable to you all, we will consider that as settled.

(e are moking a degperste effort to have that clock fixed—-
indicnting & clock in the room == but we will get the time
a8 nesrly as possible in some other WaY s )

‘e Wwill eall on Baltimore then to open.

¥r. Charles Msrkell, Counsellfor the City of Baltimore:

the Board please, before opening the argument, we wis

make on bohalf of Baltimore a preliminary motion which

assume will be unnecsssary, bat which we feel it our
duty to make, and 4h % is, under the rules of the Board
requiring all guestions of Jurisdiction to be resiced at
this time, we wish to move that, when the Board takes this
ease up for consideration and decigionof the
ticipsted in only by the five appointed members of the

there be no participation by either of the

two ex officio members of the soard, wno are algo, as such,
members of the Organiz atisn Committee, whose action is the
cause fifr this appeal. The act of Congress, -~ the terms
0f the vnet of Congress regulating this right of review
are extremely bricf., The act does not o into details, as
meny brocedural azts de, if dealing with technical legal
matvers, hecause it was intended thet this Board should

i be zoverned by teechnicalities, but we ascume in the
aects of the comnittes by this Board, it
by CongTess, and nothing is in the set indicating such
intent, to debart from ordinary nrineipals

Ditized for FRASER
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of jurisprudence underlying all law, one of which principals

is that such a review should be before an unoregudiced
tribunal, which has not feormed an opinion which weuld dis-

»

qualify its members from reviewing the case with o¢pen mindshy

. With that view, which seems to us the clear spirit of the

acl, though expressed in brief language, it would seem that

- -

appeal should be heard by the five wembers znd that
hearing should not be participated in by the other two.
Of course those general considerations are only stirengthened
if we look to the Organization Commitiee, because the
ation  Cormittee comprises the two ex officio mambers,
representative official officers of the Government,
evidently put on the Board because of the sminsnt
desirability that in the practical working out of this act,

!

the Board should be in touch, as it is made in touch by the
presence of those two members, with the important financial
devartuents of the Government. Thi reasoning does not apply
to a matter not locking to the practical working of the act,
but to the origination of the act, the putting of this act in
>re 18 no occasion for having the joinder of these
ficials with the Beard, but on the contrary the
appointed members under the act, are resguired by the President
to be selected with a due regard ito the geocgraphical divisions
of  the country; so it seems that we may propedly press this
point, not only in view of ths fundamental requirement that
a review should be & real revi w, before a court which has

not expressed its views or arrived at a decision, but in

gitized for FRASER
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thig case also, a review by the Board with represontatives
of the districts of the country, =md not merely an officicl
board et Vashington. So much for that point; and with that’
preliminary, I will oroceed to what we consider the merits

4

of the case.

The President of the Board: May I eskif you raise that
as a cuestion of law, or as & question addressed to the dis=-
eretion of the Board?

Mr. Markell: We raise the point in both respects; we
think it is eminently 8 question of diseretion, if the
Board should feel any doubt as to the legal rights of the
parties. As a matter of propriety, those two gentlemen
should not participste. Zut we also raise the question
as a matter of law, because we think a right of review
" ziven by the statute means a real roview, —— a real re-
view not participated in by judges whose minds have already
been made up, snd who have already sat in that cace.

The President of the Board: I would like to know
whether Richmond scquiescees in this suggesiion; what their
attitude is in regard fto it. 'fe would be very glad to hear
from youg

The Counsel for the City of Richmond: The City of
Richmond wo 1ld be very glad to defer to the discretion of
the Board with regard to this matter. We are entirely
willing to let the matter rest in your hands.
provides the m:pney of review, and the question that has
been raised presonts a matter of law and & matter for the

discretion of this Board. 7e feel that the Board 1is able

p://fraser.stlouisfed.org +to determine that question.



igitized for FRASER
p://fraser.stlouisfed.org

OWEGEL POR THE

If the Board please, that
songic¢erntion of the Boaxrd, nd sk 7 to oroceed wikh
the main argument onm the meriss of thic appeal.

It is the contention of Aaltimore thatl we think 18
porne, out, and is irrecistabvly borne out, by the facte

discusased in nore detail by our brief, thot the City of
Riehtimore should be made the ledernl Repsrve Bsnk cenier
inatesd of the City of Richmond. We can only refer to
these points in the limitod time ollowed,
e sont nd that the convenieace and customary course
of business, with & due rapard for the custowary coursc of
which 18 required by bthe aet, snbsolutely requires
paltimore be designatsd as the Reperve Clty in this
.k Distriet, instesd o llchmond, and furthermore, we
want goun geatlenon wao aonstituse this Borxrd ©f review
o pxamine the ressoning of the commitiec iteclf. You will
£ind that the responing of the committec, tho principsls
on which they actoed in practically every other dlstricet,
except this, requirea the same regult; and etill farther,
we want you to look to the very able and eaergetic contest
made by the City of Richmondé 1teeldd, and thdélir argument be=-
fore the Drginizotion Committoss  These o unents not on ly
ai6 not esll for subordinsling the C1ty of B3altimore to

Richmond in the oistriet to which both should nelong, but

they nover éreamed of belng nade » nAaeserve clty, except

in & district whieh would not include Haltimores.
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Taking that up, and refferxring to msome of our reasons,
first and foremost we say that Baltimore is the sommercial,
financial and industrial capitel of this whole district,
the point at which and to whi . isiness of the dis-
trict naturally converges, that i v essential respect;

so far as finuance, ccmmerce, und industry are concerned,

Baltimore is about five times as important as Richwmond.
Now we vnresent an array of statistics on that subject
in our brief and it would not only be impossible in the
time ullowed, but a waste of time I think, when the matterx
weary the Beard at tnis time with
I

nurrisdly cvar cne or two of these

The population of Baltimore in the 1910 census was
558,000} - the population of Richr wag 127,000, The
manufucturers of Baltimore, - h another matter that
is ptatistical, in the sense that it is covered by the
United Btates census, -- acoerding to the 1910 census the

city cf Baltimore, and this means the ¢fity limits, which

are very limited, as you know had 2,502 establishments. The

Baltimore Metrenoliven District had 2,668, while Richmond
lied 380.. The amcunt of cuﬁital according to the assessgent

In Baltimere was 164,000,000 in the Metrcpolitun district,

199,000,000;  and in Richmond 51,000,000, The value of

manufuactured products in & year in Baltimere is £186,000,

0004003 in the Metropolitun dist: 2260,000,000; in Rich ~

mond - $47,000,000.00, 71,000 waze earn are employed in




Baltimore; 81,000 in the ‘etropolitan District, and 14,000

in Richmond.
There the ratio of fully five to one. ow, of course,
we direuss lobblng, trangportation, snd other details in
our brief. I only mention the above in pasasing.  Hany other
details we nlso discussed, shipping of course, though there
is no ratio there, because Richmona has no shipping in any
In Baltim re you have = great Atlantic
seaport, a oity that ranks seceond %o lew York with reapect
to exports, and as we shall show hare: £ ry this matter of
export trade Etself is of vast importonce under the sgt.
Baltimore, in its foreign trade, had 117,000,000 of
exports and $75,000,000.00 of iaports in 191%. The fig=
ures for Richmond are zero, so we eésn have no ritio ther

there 18 no basis for comparison: ina the shipping in

:

Baltimore, in addition to its forcign trade, is enormous.
The report of the gov: rament shows +he value of the commerce
== foreign and domestic trade smounted io over 439,000,000
during
Now those are simply illuatrations that we go into
e item and
e mot o question as to whether Baltimors
or Slchmond is ahead, but how mueh Balti iore is shead ,
whether five tives, or tws tises, or te ;imes The ratio

differs, but the relotion is slwave the SEMO

How these figures nlways show. that Baltiroro is

raser:stlouisfed.org




far ahead of Richmond in every branch of commerce and in-
dustry, aud every great classification of commerce and in-
dustry. But the figures also show that this mase of bhus-
iness in Baltinore has z mest intimate relation to this
very district itsell. Indeed, when you exanine tie faots,
you will find the Organization Committee, in laying out the
linits of this district, has picked out a diatriot which is
always ootemminue, and that the value of commercs always
predoninates in Baltimore. Only an illustration or two of
that, -- then to pass on to other points.

We refer in our brief to the snomous volume of the
shipping trade in Baltimofe, running up into the miilions,
over $335,000,000 in 1913, Now that is not only large in
itself, but that shipping trade is almost entirsly done in
this very Fifth Distriet, and the figures in the brief that
date back to the record before the Organization Committee
show over seventy per cent of the products of Baltiwore
shippers and manufacturers distributed in this Fifth Dis-

trict alons.

The same is true in economio development. The great

Baltimcre trust companies and the Baltimore savings hanks ~

and Richmend has rather showed a slighting attitude toward
both trust cempanies and savings banks,for the very necessa-
ry reason that Richmond has not very many of those and Bal-
timors has, -- but thosse very institutions that constitute
g0 iumportant a part of American business 1life have their ag-
tivities immediately direscted to the very development of the
other parts of this district that are now made the Fifth

District. The savings banks —- the mutual savings banks ~-
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in Baltimore, have figures ehowing $23,000,000 invested by

three of the nutual savings bhanks alens in bonds in south-

-

ern enterprises, nnd of sourse everyone knows that not cnly

banks but the trust comranioes aspeninlly ars almnst oxelugive-
rer largely devotod to fconomic develeinent in $he Soutih.
Tais makes up o buainess which ankes Daltlmove ine-

peTtanca, and moreover

s em 2 §
."-«,t.l.h 5 A

The sang ‘18 tue
&re wot sul on
gormnented ubon theye in doular form
vhat vhich is and thoas tables
muke it posslble 4o gudep with the oya, srithoub oy moationing

the figuras, tha uttarly tnhoomrarable gels 1 hatiween banking

 Tewoureas 1n every detall batwean Bsliinose snd Richmond, I

membdars of e Board will examins the brinf3, and look at tha
tanles, they oan 3ea this J1ffssan0e at a glance. It 43 um-
necasa ~ to take more tine gell your attention %o
ths mattaz., The ratic 38 greatar in soma itoms than in cthers,
but In every case tha encrmous srapondazanco . is i1 favor of

Bal ore aver Rlaohmond,




Something has been said by the Organization Committee
and in the Richmond brief, as to what bank will be con-
gidered. Well, now, the Crgenization Committee very summarily

isposed of the matter by ignoring state banks and trust
gompanies., The Richmond brief is an arbitrary way, combined
national and state banks, and ignores trust companies and
savings hanks. It seems to us perfectly clear that any
comprehengive view of this Federal Reserve act will show
immedintely the fact that Congress, in psssing the act,
and everyone who has to do with the administration of
aet understands this point; no pne knows better then this
Board the imvortance and nccossity thal &t sometime the
gtate banks and trust companies must all be regarded as
independent of our system} and it is he desire of evory-
body, and one of the importent problems of this Board bs
to work out how they will be coordinate with the national
banks. They may be brought in as techniocsl members,
the act provides, for o tside, like non-members of clecring
houges. But it is futile %o ignore such banking ecapital

that happens to he outuide the mere national banks

it is not necessnry for us to dwell longer on this point,

for the same reason that I have already indicated, because
whether we compare Richmond and Baltimore on the Db sis of
nationsl banks or whether you include state, trust and save-
ings b41L , or whether we form any kind of = combination
such a8 national and state banks that thhe mind can suggest,
or imagine, -- the only difference ig not a guestion as
whether Baltimore or Richmond stands ahead; the only

thing we can debate about is : degree of predominance

|t|zed for FRASER
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You can not juggle the figures any way that will show that
Richmond predominates over Baltimore. You can juggle them
some way 80 the difference will be two to thrse or four to
five, or five to six, or seven %o eight, or ten to one, but
it seems to us fruitless to debats questions of multiples.
The point that our insistence is laid upon is the fact that
Baltimors is prodeominantly ths city, and that when we nmake

our estimate ¢ would say about five times as large as Rich-

v
mond; but it is fruitless to go into detail with them. As we

peint out in our brief, it is impossible to taks a view of

this situation wi nsid ng all the banke, and it is pe-

culiarly appropriates in the case of Baltimore, wherce its

trust companies and savings banks ars primarily, you might
say, all helping the dsvelopment of thess 3outharn states that
go to make up the Fifth Distriost.

Now 8¢ much for th detalls, and as I say, they are
mentioned merely by way of illustration. The nore you go in-
to them, the more details you net, the mors emphatic hecomes
the absclute predeminance of Baltimore gver ?icnmond, and the

- dmposaibility of comparing the two.

Finding that situation to be the case, namely, that
Baltimore dees predominate in ropulation, bhanking resources,
finances, manufacturing, cormerce, and when you come to ship-
ping, the foreign trade itself preseuts such a comparison be-
tween zero and a large quantity, as to empyhasize the Lredome—
inance of Baltimore over Richmond,

We next look at the action of the Organizatlon Committee,
and we naturally suppose that, in a condition like the one on

which we find the Organization Committes has undertaken to

gitized for FRASER
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subordinate Baltimore to Richmond, we would suggest that their
aotion evidently as a geneéral rule has not indicated that
they paid much attention to questions of size and import-
ance, because we would naturally expect that Baeltinore had
beer. singled out for such discrimination spert frem the rast,
when we Qo actually louok at what the committee did in the
other districts. The fact is that in practically every
other case except Baltimore the committee was absolutely
guided by what is a perfeotly proper thing to ve guided by,
namely, by the fact thiat the iargsst city -- the city that
stands ahead 1a population and business eughl, by reason of
that fact, to be the reserve city in the district., What did
the committee itself do? Determine now from the facts, aud
apply to their owu reasoning thége acte. TWhy, these are

the facte: 1Iu ten out of the twelve districts the committee
Belectoed as the reserve city the largsst city in population
in that district. In only two distriots did the committes
undertake to subordinate a large olty to a smaller, and those
two distriots were the New Crleans and tue DBaltimore dis-
tricts. lNow even in the Wew Orlesne distriot, they subordin-

alsd New Orleans to Atlanta, which has o population of ons-

half the size of New Orleans, but even thers the district was

formed in suoh a peculiar way that everyone knowsg, as the oom-

witioo remarked, that the course of business in that district
15 not from Aflanta to New Orleans; the course of businsss is
from the Guli toward the East; and whether New Orleans has
veen badly treated or not, we are not here to ask. So that

even if they gewve recognition to the largest coity in that
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district, we wonld have had to turn the course of bushiess
baclward, zc¢ that does not psrellel the Beltimore situation.
But in our dlegtrict, if the Board please, they had not only
suberdinated one olty to a smaller eity, but Hwo eities,
Baltimora and Yasklington, =~ that sare so olosely situated
geographieally, that they practically amount Yo one enoxrmous
eity, and they have subordinated both aities to the gity

of Riohmond; aad in adaition {o subordiasting large alties
to small eitien, they undertook to do the very thing they
gaild they would net do in New Orleans, to turn the course

of trade hackward, by sending business from HBaltimore *o
Richmond, when everyboady knowy, and when the committee

has &sid in the report that the eonrse of business is north-
ward from the south. e ask you %o apply the reasoning of
thig comnittes itsslf, and gee what the results woulld ho.
Baltimors, the seventh cify of the Unlon, end Vashington

the sizteenth asre subordinated to Richmond, the thirly
ninth, and in sddition to that the course of buwviness lg
attomniod Ho0 be turned beckward, and only one char eity

in the United States, New Orleans, hag heen subordinated

to a smaller city: and that was ia 2 district whers it

18 necesaary to turn the course of bunsiness backward: “here-

as in this ease thay did hoth.

In the Clevalnnd disztrict lat us sece what hags heen

~

“he eese, Why, in the Cleweland Listwriet the Organilzsntion
Gemmittee diaposed of the problem ia twe sentenven.  Curiously
encugh they out i+t nnder the hesl of Righmond dlatricts 1 80 not

¥now why they shovld call attention %o sueh sn anomally!l The




committes

tho ¥z Organizmation Conmittes said about
thelr selection of Mlevelund. How, lst us
28 Cleveland gnd: Baltinora. 1 land is the sixth
city in the United States., It has ¢ 1,000 paopls; Baltimre
is the seventh, with 558,000 psopie, and Pittasburg is the

8ighth, with 533,000. All threc ar parctically the same

a8 population is concerned. And not two of

thosi cities are in the ve y 1ig Cleveland and

Pittaburg are practically the same size, and Exxkimx practialy

the sams siz £ as Baltinore and what does the Comnittee
do? The comuiittee says without any further argument, that
the fact that Cleveiand is the sixtlh city,oflthough Pitts-

purg,the eighth is almost 4}

13

10 same size, 1s kkm sufficient in
iteelf, The sixth larpgest city=-thst is in itself enough to
Justify making Cleveland the rezerve city, and mxkizg throw-

ing Pittsburg into the discard; and yet wit three thousand

in pepulation separating @leveland and Baltizore, they

stop at the sixth city, and imetead oplying the same
reasonling to the saventh city, they take the s-venth and
gixteenth oitles together, and tack them on to the thirty
ninth city, and in addition to at try to turn the course

of business backward, in order de that!

Nov, gentlemen, we ask you to apply the reasoning that




the Orgunizstion Committee applied to the case of Cleveland
and Pittshurg. ‘hat are the facts about Cleveland and

S

U ig thet according to the conditions, there

| J
no single reason that the committee reached in other
districts that sunported a selection of Gleveland over
Pirisburg except the mere weight in population. When you
come to exsmine statistics which the members of the
Board »retend to be g ¢ by in fthe Riehmond case,
2itteburg outclasses (Oheveland in every point. I have not
time %0 delay your honors, =~ the Members of the oard --

2

with thset but it ls go striking. Diet me run over the las®

two tables in the Organdization Committee's records showing
3 b ] &
the figures for netionsl and 21) banks:
Hembers of. llational banks in Cleveland, geven;

)3 e &
g

Usbhurg 2l.
Capital and surplus Clevelsnd, $14,000,000.00,
burg, 46,000,000.00.
Per Banita, Cleveland, ©25,000,000; Pittsburg, $88,000,
000.00.,
Individual deposits, Cleveiand $40,000,000; Pitts~

burg, $120,000,000.00.

L9
Per capita, Cleveland, (72,000,000.00, Pittsburg
%225,000,000.00.

Loans and diecounts, ¢ 62,000,000; Pittsburg,

4124 000,010.00.

‘er capita, Clevelsnd, ©112,000,000; Pi
1233 ,000,000,

And then, when you go over all the figures pertsining
fo binks in-
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cluding not only nationsl bsnks, but others, you have the
same thing through the whole list; Oleveland is far be-
hind Pitisburg in every slingle item. 5o th't is why
Organiz: tion Committee . in other distriets, in
y
district, except in a partial sense, the Hew Orleans dis-
trict, -- thsit's what they think, namely, thoet the im-
? s v

o

portunce of & city being the largest city, the mere pre—

dominance of the sixth over fthe cighth, is enough %o
outweigh all this inequality in banking resources, so far
ag Zittshurg and Clevelsnd sre concerned; but in the case
of Richmond, Baltimore and Vashington are both thrown out.
‘hile on that point we may tske up another question,
and dispose of it, so far as oral argument is concerned,
another point that Richmond lays grcat stress on, and that
is this pole of banks, one of the things the Organization
Committee refers to as justifying their selection of
Richmond rather than Baltimore. That shout that pole of
banks? There are three answers : Pirst, and most
obvious is that Congrens does not say anything in the law
about a vote of banks being token as the buasis @fr selceting
these citiesn. It would seem to ug, if there was any subgect
that was absolutely argued in Congress, and that nothing more
could be added to, it was, how far the banks sho ld, and
the public or the Bosrd should have & say in determining
the operation of this act, snd when Congress gave the bank

the rite to vote a certain way on ccrtain questions, and

gave this Board and the Organization Commitiee the duty
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and right to pick out reserve cities, the inference is clear
that Congress realized that this was not one of the things
to be determined by & vote, but by national considerations;
and yet by petty campaign methods among the banks in a dis-
to us that Congress nev:or intended a
to be determined by o vote, and there
are obvious reasons why it is so. A vote of bsanks
termined largely by sentimentsl consideretiong and it
is obvous that the pole in this ; -- it 1is obvious
that state pride would lead Virginia banks
fiichmond. Hleven did not do so, notwitgstanding
pride, but state pride would lead Virginias banksto vite
for Richmond, regardless of business considerations;m and
1f you analyze the vote, you will note that as to the
second choice votes, nobody in laryland ever ®voted for
Rlehmond, for second or third choice, and yet the Virginia
banks voted very largely for Baltimore as second and third
choice. In sddition to that, the vote that the committee

iteelf took over the whole United 3tates shows what the

country thinks of this- distriet 25 a whole. QOver a thousgnd

votes that the committee took contains suggestions not only
from the districts p rticulsrly interested in and contiguous
to this Pifth distriet, but from all over the country, and
over » thousand bsnks, sugnested that Baltimore should be
one oFf the eight of twelve reserve cities, asndonly thrae
hundred ~-- some odd -- sug ested Richmond, and if you
compare bthe ls rze centers, New York, Illinois, Ohio,

where the larger banks have  been = situtated, Richmond

did not get a handfull of suggestions from those




localities,.

But, gentlemen, aside from the fact that this was a
matter to be decided, on national grounds and cn broad
considerations and not by drumming up ‘votes on any very
eniergetic and very able basis, as it may be, the realttruth
of ‘Bhe matter is that these facts do not indicate anyth ing
nore than the fact that a larger numbers of banls
voted for . Richmend, and the vote itself shows that the

predominance among the bankers, if you measure their votes
by their weight of business, is in favor eof Baltimore,

That is disdussed in our brief, and I cannot delay any
lenger upon it; Dbut the exXclamation is simple, and that

is that down there in Virginia and the Carolinas they have
meny small banks, and if you count one bank one vote, and
ten banks with $25,000.00 capital each as ten times more
than our Baltimore baniers with millions of dollars in
Capital and surplus that is the way you get a predominance
of votes in favor of Richmond over Baltimore; but if those
votes were taken according to the weight and size of the
banks and volume of business, the predominance would be in
favor of Baltimore. In addition to the fact that the law
does not authorize this question to be decided by a vote of
banks, and in addition to the further fact that the voting
itself if you give weight to the size of the bank, and not
merely to the number, would favor Baltimore, the committee
itself dces not pay any attention to the vote of the

banks because you only have to look at the Cleveland

district where everything was in favor of Pittsburg, amd
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against Cleveland, except the predominance in povulation

and #ize, and what was the vote there? Of the votes ther
Cleveland got aboul one hundrsd and ten votes out of six hun-
8omg, Cleveland got lass votes, barely cne~third
as many votes as Pittabury, and ba ely half aa uan§ as Cine
clnnati in its own State, and in Ohic thore were more oities
voting for Cincinnati than for Cleveland. Now, ; antlemen,
shows whal the vote amounts to, even with the Organiza-
tion Committes itself. So maoch for the nuestion of votes!
Kow, just a word more on what tha voeople ¢f Richumond
themselves think ¢f the sdfuatlon, and that nust be summed
in & word: Richmond went mefore the Organization Cormit—
teo and had a very carefully preparsd brief, prepared by Nr,
Saye, which szxpresses the goveming 1dea of the entire brief
in one of the opening sentences., The text of that brisf was
Just suoh as might have bean prepared by any ables lawyer, al—i
though Nr. Saye is not a tawyer, and that text was stated in
the Tirst asenterice, that "Naturs had mapped out 2 parfect dise

triot, bounded on the north by tha Potomag,? Now, the whole

of Richmond's argument in their bhrief, and the argument they

made at the hearing before

elaboration of that text. d that they wars con-
tending primarily with Atlanta, in a distriot south of the
Potomag, and so far as Baltiiors was oonc corned, sc far as

thedr problem was conoerned, the listriot ought to be bound-

ed on the north by the Potona ey realizad that AL you put

' Baltimore 1n the distriot, it would be the head of the districh

L One of the neon fronm South Garolina




showed that clearly.. They asked him about putting Maryland

in the district, and he immediately answered, "I doc nct think
it would be a good thing to have the reserve bank away wp

in a corner of the district. That would make Baltimore the
head of the district, by putting Maryland in the district".
That is the only logical reasoning.

My time is almost gone, and I shall only want to
refer very briefly to one other point. It is our conten-
tion that Baltimore is geographically the logical location

for this bank, --geographically in a real sense.. That is
already answered by what we have said about the relative
importance of the banks, because locating a bank is not

a geographical question, not at least in any such an im-
pertant sense as Richmond would indicate. The most im-
portant geographical guestion is to put the bank where the
largest amount of business is, not where the outside business
can go with least inconvenience, that is close to its own
doors. And in that sense Baltimore being five times
as great as Richmond, would have had the advantage.

Then there are other reasons, and all are in favor

of Baltimore. One is, the committee realized in the New Q@xke

Orleans district the most important guestion about geography

is not the question of distance to the reserve bank, but

the ccurse and direction of business. Now, the direction

of business in this district is nearly all from the South,
and when you put a bank in Richmond, so far as Baltimore and
Marylund are concerned, it is not a question of distance, but
0f trying to make water run up hill, and change the course

of business, and when you put Baltimore at the head of this
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district, Baltimore 1s in the dirsction from which the bus-
iness como®, at the north of the distriet. This is a simple
argument, and not original with us, but at Richnond,--when
Richmond went up to the Organization Committee, asking for
this distrioct, Richmond contended that "Nature had mapped
out for it a parfect district, bounded on the north by the
Potoma¢ Rivex," Mr. Saye, their spokesman, in testifying De-
fore the committee, said that district had an incontestible
position, being situated at the northern limit of the dis-
trict., So far from heing an argument agginst it, 1t was
thelr text suppoxting thelr case.

Now Baltimore is near the northern limit of -- not the
distriot that Richmond asked for, but the district they ac-

tually got. I do not mean to overlook the faot that after

Richmond had filed their brief, and after they had covered ap-

parently every question at the hearing that the district might
be mapped ocut differently, lir. Saye, very clearly and ably
wrote a letter a month later when he filed the brief, and
pointad out the fact that notwithstanding Nature's action in
mapping out the distriot, you could just as well put Balti-
more in the district, and put a braneh bank in Baltinore!
That showed great cleverness in adapting his argument, but 1t
was & pure admission of the superieority of Baltimore over
Riohmond a3 a reserve center,

My time has expired.

The President of the Board: Youx motion took five min-
utes,

Mr. Markell: How much time have I left?

The President of the Board: Five minutes. - The motlon
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five or six ninutes.

Mr, Markells I am glad to know just how pmuch time I
have left.

On this question of distance, then, I oan say a word:
Primarily, the course of business 18 of much more importance
than the distance, and if you want authority on that, ge %o
Richmond, and that point Richmond had in her brief} but the
Organization Committee 18 alse good authority for that, and
everyons scoms to agres about that, and everyone agresd that
the course of business flows northward towvard Baltimore fronm
the south, -In addition te that, distance is absolutely un-—
important in this distriot, Thy? Begause of the faet that
the whole distriet 1s so compact, that Baltimore is within
geventeen hours of any other point in the distriot,--any other
city of considerable alZ4o,-- so there is only one busineas
day dividing one end of the district and ancther, whether you
put the bank in Baltimore or Richmond. Now, our friends from
Richmond make a curious argument on that, They say that hours
uake a difference, hecause clearing house mests in the morne
ing and 1t wakes a difference what time the business ean

reach the reserve center. As I understand, this bank, so far

a8 a clearing house, will be automatio, oren

day lasts, 8o distance ia not important anyhow,
It would not have been unimportant out in Kansas Oity. It is
very inportant there, if anywhere, because in Kansas CGity the
roserve oity is one thousand miles away, ssparated by one
housand miles and by the Rocky Mountains from Kansas City,
and yet the Beard thousht noething of +that, and

properly 8Q. They put the Dbank in Xansa City,
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and in nine of the twelve districts this Organization Come
mittes has selected a reaserve c¢ity at or practiounlly on the
edge of the distriot, and no one feund fault for doing
Now the further oircumstance about the geogryaphy of.
Baltiners 1s that Baltinore, as a matter of fact, really 1is
agarer the banking husiness than Richmond, and that again is
the same thing I have discusssd in roferring to the poll of
banka. The on afgent ial pattor to be considered is the
differonce batwesn numher and volume. e have in the avpen—
dlx %o our brief enumerated every national bank eity in the
district. We took national banks sinply bscauss it made the
probloms smaller than if we inoluded othera, althougs the
national bank comparison is more favorabls to Richmoﬂd, Lo~
causs Baltlmors and Maryland are strenzer in truat gompanios
than Richmond, and oven on natlomal banks alone we Show, al-
though there are mers national banks whioh are nenver 280~
graphieally, not by air line, but by meiline time, Richmond
than Baltimore, when you take the total rescurs 28, hy far
the greater numbsye 13 agesasible to Baltimore thar Rlchmond;
and wnen you take theoas resources and divide thew by hours
and even the averazgae distance in mailing hours from Palti-

moare to all of the banking poscurces in the dlastriot, 1% is

7¢3 hours, and tu Richmond is 8,1 houwrs; so tho real truth
2 3

about this geographical argument, speakling oandidly, 1s we

do net think it should be conitrolling, but s far as it i3 to
be considered, 1t is in faver of Baltimore, begauss Baltimore

2

is really nearer ths density of banking busineas than Rich-
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mond.

The quastion of proximity to Falladelphis has bs2n men-
tioued, and the Orponization Comeittse guggested that was the
reason ror not putting a bank in Baltimore, and that that -ms
Oloulig contrary & reagon for establisning it in Richmond.
Wy, it pute Baltimore that much nearsr %o Filladedyhio, iew

York, (nicaygo, and Boeton, which z2re ths Lanks 3hat Lalfi-

more will be most iz touch with, and the only other reserve
sitlen thal 1t Inoreases the distence from are Atlantz and
Dalius, and we ean refer you geuntiemen to ihe Righmond teg-
tlwony #s to the lmportarce of Atlavta. The whole weight of
the Richwend cass befors the Qrganization Commitioe wae wut
on thelr Intense desira not 4o be tisd to anythiag sovth of
them, and the cne thing sticking out throuph the case is they

€id not want anything to do with Atlsutz because that was a

borrewing distriot. Putting this bank at Baltinors wakes

that hank that much unsarer the cther reserve ¢itios, and in
creangs the distance from the Atlanta and Dallas banka, and
the Nlohwond people havs made olear, hatter than wa could,
the faot that the Richmend hank will nct huve large relations
with theose cities,

O the japortance, ressrdless of distance, of the course
of business, I omitted te call atitention 4o Richmond's atate—
nent that distancs doez not asount %o anything, butl the di-
raction desg, and on that I would only refer you, zantlsaxen,
to tho teatimony ¢f the Scuth Carolina witnscs??o: Richmond,
and the intense fear they exhibitod of being fastened to At~

lanta. They sald it would be a calaxity to e attached to a




place south of us. Now you gentlemen of course know that
Baltimore is muoh further geographically from South Caroli-
na and North Carolina than Atlanta is, but those people said
it would be a calamity to attach them to a place south of

them, that they would fesl that they were hanging on to a

dead end. They wanted to be connected north of them, because

the course of business is north.

In conclusion, gentlemen, what thls Oxganilzation Commit-
t2e has done to the people and business of Maryland and Balti-
more is to impose on them the exact calamity that the South
Carolina peopls asked to be delivered from; they have insigt-
ed that Baltimore and Maryland shonld be tagged on to a city
south of them, although the course of business is from the
gouth northward; and thay have ineistod that the course of
business should he turned hackward, or a futlle attempt should
be made %o turn the course of buasiness back from the north to
the south, and in addition to doing that, they have suberdin-
ated the asvanth and sizxtasenth citiez of the United States to
the thicty-ninth city, which 1s ore-fifth the 3iZ¢ of Baltimore
one~-third the size of Vashington, and less than ons~seventh

the gize of the two conbinsd,
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OPANING ARGUIENT OF MR, LAGH R. PAGE,

OF RICHMOND, VA., IN FAVOR OF THE

DESIGNATION OF RICHMOND AS FEDERAL
CITY FOR THE FI¥TH FEDERAL

DISTRICT.

R

MR. PAGE: I shall confine myself in opening this

case largely to a presentation of the purposes which
Congress had in view in enacting what is Xnown as the
Federal Reserve Act and to an endeavor to point out the
true tests, or criteria, by which the Federal Reserve
Cities should be designated, the designation of the Dist-
ricts, as made by the TFederal Reserve Organization Com-
mittee, not being in review here.

It would seem that such a course was orderly and
logical in all cases, but it is particularly so in the one
at bar for the reason that the brief filed on behalf of the
City of Baltimore shows in our opinion a total misconcep-
tion both of the purpos=s of the Act znd of what is re-
quired of a Federal Reserve City. I, in presenting our

I state a matter well known to you, or of an element=-
ary charactsr, I do so from no idea that you are not

acquainted with the subject, for I have never yet zppeared
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before a hody where I felt, on account of the great
practical experience and lear ing of its members, greater
incapacity to render the Board assistance in arriving at a
correct conclusion of the questions =t issue; but state=-
ments of such matters are necessary in developing the points
we rely uvpon to sustain the decision of the Federal Reserve
Organization Committee in designating Richmond as the
Federal Reserve City of District No. 5.

™

From & generznl knowledge of previous efforts at

legislation on the subject, as well as from a careful re=-

view of the debates in Congress during the different stages
of the enactment of the law, we consider the definition of
the purposes cf the Act, as given by the learned author
of Magee on Banks and Banking, last edition, as brief,
though comprehensive, as can be found. The definition
there given is as follows!:

"By a careful study and review of the provisions of
the Adt, it must be observed that Congress has enacted a
measure intendesd to regulate the more equal distribution of
money for the use and benefit of commerce, throughout all
sections of the United States, and to destroy centralized
reserves."

Assuming that this definition correctly sets forth

the purposes of the Act, we shall endeavor to point out the




true tests or eriteria by which the designation of the
Federzl Reserve City of a district should be made. While
the Act requires that the TFederal Reserve DNistricts shall
be "apportioned with due regard to convenience and the
customary course of business", it does not expressly

state that the Organizetion Committee must be governed

by the s=zme considerations in regard to the selection of
the Tederal Reserve Cities, but it has been assumed through-
out the hearinegs had before the Organization Cormittee and
in the arguments of counsel that it was the intention of
Congress that "convenience and the customary course cof
business" should have the same influence in the decision
0of the location of Federal Reserve Cities as in the case

of the apportionment of Federal Reserve Districts. In re-

viewing the several briefs filed hy various cities meking

application for designations as vederal Reserve citles
before thas Organization Committee, we find practical
unenimity of opinion in respect to the requirements of the
Act, except in the case of Baltimore.

In the petition filed on behalf of the City of Cin-
cimati, prepared under the direction of Tgederick Co.
Hicks, Professor of Bconomics and Commerce of the University
of Cincinnati, we find this clear and comprehensive view

of the statute in this respect:
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"First. Geographical convenience, which involves
transportation facilities and rar and easy communica=

tion with all parts of the

"Second. Industrizl and commercial development and

naeds of each section, which involves consideration of the
general movenent of commodities and of business trans-
actions within the districts and the transfer of funds

of eredits arising therefrom.

"Third. Thae established custom and trend of business,
as developed by the present system of bank reserves and
checking accounts. In laving out the districts and estab-
lishing the hesdquarters for raserve banks, every effort
will be made to promote business convenience &and normal
movements of trade and commerce."

"The same general ideas are briefly expressed in the
petition filed on bekhelf of the ¢ity of Cleveland, Ohio.
They are as follows:

(1), Satisfactory communication throughout the
mvgyebdd , district.

(2) Proximity to center of traffic =nd exchanges
of the: . districte.

(3) Pinancial, commercial, industrizl and civie
strength in itself.

(4) Satisfactory relations with the entire district.”




And in a petition filed on behalf of Louisville, Ky.,
and subscribed to by lMessrs. 0llie V. James, Swager Sherley,

'

Richard Xnott and John W. Barr, Jr., almost the identical
language is found:
"(a) Geographical convenience.
(b) The industrial development of the section.
(c) The established trend of business.
(d) The extent to which each section is able, inde-
pendently, to finance the needs of its own region.™
The eity of Washington presented a paper at the oral
hearing before the Federal Reserve Organization Committee
which fully sets forth the requirements of a Mederal Reserve
City. Mr. A. O, Austin, for fifteen years Chief Statistician
of the United States Bureau of Statistics, quotes it with
approval at page 29 of the original petition of the City of
Richmond. It is too long to read here today, but we take
the liberty of referring you to it.
It thus appearing that the bankers and students of

finance, »ut forward by the various communities to repre-

sent their claims for a Pederal Reserve Bank before the

Organization Committee, agree with singular unanimity upon
what is required ot a city desiring such designation, it is
not surprising that the Federal Reserve Organization Commit-
tee should itself have come to & similar conclusion. In the
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decision of the Federal Reserve Organization Committee,
determining the Federal Rec stricts and the location
of the Federal Reserve Banks age 561 of the record,
that honorable body thus summed up the question:

"Among the many factors which governed the decigions ia
determining the respective districts and the selection of

the cities which have been chosen, were:

"First. The ablility of the member banks within the

district to provide the minimum capital of £4,000,000. re-

quired for the Federal Reserve Bank, on the basis of 6 per
cent of the capital stock and suprlus of member banks within
the district.

"Second. The mercantile, industrial, and financial
connections existing in each district and the relations
between the various portions of the district and the city
selected for the location of the FPederal Reserve Bank.

"Third. The probable ability of the Federal Reserve
Pank in each district, after organization and after the

<

provisions of the Federal Reserve act ehall have gone into
effect, to meet the legitimete demands of business, whether
normal or abnormsl, in asccordance with the spirit and pro-

visions of the Federal Reserve Act.

"Fourth. The fair snd equitable division of the




available capital for the Pederal Reserve Banks among the
district created.

"Pifth. The genersl geographical gsituation of the dis-
trict, transportation lines, and the facilities for
comnunication between the ederal Reserve Bank and all
tions of the district.

"Ssixth. The population, ares, and prevalent Dusiness
activities of the districet, whether agricultural, manyfac-
turing, mining, or commercial, its record of growth and
development in the past and its progpect for the future."

On the other hand, Baltimore, throughout its brief,
filed with this honorable body, lays the greatest stress
upon the size of Baltimore as compared with that of Rich-
mond, and makes no effort to prove, and it is unable to
prove, that it better fulfils any of the requirements of the
Act, as understood by the financial world at large, and the
Federal Reserve Organization Comnittee, then Richmond. If,
therefore, we can show that Baltimore has a wrong concep-
tion of the purposes of the Act, and of what is required

of a city desiring to be bamed as the Federal Reserve City

of a Distriet, it follows that its evidence has no bearing on

the questions at issue and that its arguments are misdirect-

ed. To illustrate our contentions in these respects, we

-5

refer, first, to page 30 of Baltimore's Brief, where it is
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"Without undertaking & minute review of the provisions
, With which this Board is famil-

iar, it may be said that a cardinal feature - if not the
cardinal feature - of the new system is its comprehensive-
ness. The present banking system had been found inadequate.
It had been fournd to create an artificial concentration of
the money of the whole country in New York City (and to a
lesser extent in Chicago). This concentration, it has been
thought, madevthe banking system too dependent upon specu-
lation in the stock market and too little adapted to meet
the more strictly commercial and agricultural needs of the
country. Congress gset out to correct these conditions, not,
however, primarily by forbodding the practices which have

-

been deemed undesiravle or unduly prominent in our baniking

-

gystem, but mainly by expanding the system and providing

e,

new (and supposedly more efficient) channels by which the

money and banking resources of the country might naturally

flow towards the commercial transactions, as distinguished
from speculation in stocks.”

At page 33 this further definition appears:

"with, perhans, a more accurate sense of proportion,

it might f£2irly be said that the Federal Reserve Banks
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are banks vested (1) with speciel powers of great importance

not vested in other banks, and (2) with general pover to

conduct all branches of the business of banking xecept
& P

that, in transactions with the publie, they may not perform

certain important but routine functions of ordinary banking,
which are expressly or by implication reserved to the member
bankg belonging to the same united system.,”

The learned authors of Baltimore's Brief, when next
approaching this subject, at page 39 of the brief, quote
with manifest approval the editorial reply of the Journal
of Commerce, of April 24, 1914, to a letter which had been
sent that paper by the Richmond Committee, which letter,
however, is not printed in Baltimore's brief. In the
editorial in question these novel views of the purposes of
the Act appear.

"The Richmond Committee says that in the middle and
southern portion of its district as designated, the three
States, Virpinia, North Carolina and South Carolina, have
nearly 6,000,000 population and 1,223 banking institutions,
while the northern part, in which Baltimore is situated, has
less than 3,000,000 population and only 494 benks. I{ also
showes how much more convenient for railroad and mail comnuni-

cation Richmond is than Baltimore to this large portion of
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the district.”

Purther quoting:

"To our mind this has very little to do with the case.
It is not a question of area and distances, or of popula-
tion and number of banks, sgo much as of density of popule-
tion within certain areas, volume and charactor of trans-
actions and nunmber of daily communications to be made.

A limited area might be marked out in this c¢itfy containing
a greater population than any one of the three “tates named,
and another in which more commercial and financial business
is transacted in a day then in all three of them, while
there is only a fraction ae many banks in the whole city as
in the “tates which constitute the southern part of the
Richmond Distriet.”

Evidently not being satisfied that the facts and con-
ditions surrounding Baltimore justified the designation of
that city by the Federal Reserve Organization Committee as
the location for a Federzl Reserve Bank, the learned
euthors of Baltimore's Brief again define the scope and
purpose of the Act, giving it this remarkable construction:

"The principal purposex of Congress, however, in

devising this addition to our existing system, was evidently

not so much to improve conditions at ordinery times as To




provide a more satisfactory system in times of stress. The
oceurrence of panicse and the inadequacy of the present
gystem to deal with panics were undoubtedly foremost in the
minds of Congress, as they have heen in the minds of all
who have interested themselves in banking and financial
reform in this country. Except for certain so called
seasonal strains (which have not been greatly felt since
the panic of 1907), our existing system has been fairly
satisfactory in ordinary times. It is in times of siress
that the weaknesses of the present system become manifest.
These weaknesses it was the prime purpose of Congress to

cure, "

above being fair samples of the understanding of

» of Paltimore's brief of the purposes of the Act
3 required of a Federal Regerve City, it is
natural that they filled their brief with matter wholly
irrelevant and immatericl; unless, perchance, Baltimore,
realizing that she d4id not possess the true requisites of a
"ederal Reserve City, a& required by the Aet, resorted to
the expedient of extolling her general virtves, her possess-
ion of which ig undisputed, in the hope that she might
still be designated.
I regret that I shall be unable, on accouni of the
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ghortness of time allowed for oral argunent, to call your
ettention to the overvwhelming weight of evidence in support
of our claim thet Richmond meets all of the requirements
of the Act, as nnderstood by those learned in finance, and
taltimore fails to do so. I shall leave this part of
case to my associate, the KonorablelEppa Hanton, Jr.,
is peculiarly well qualified for the undertaking; and
shall devote the rest of my time to a few points which
in my ovinion should have great weight with you in forming

your decision.

Piret, it wse pleinly contemplated in the Act that

Rederal Banke should act not only as clearing houses for the
members in their own districts, but between digstricts. The
clearing between districts, we believe, will develop into
enormous proportions and thet the bank most advantageously
located for clearing trans ions of =ny large section of
the country will have a g 't service to perform. We claim
yhat Richmond rather than Baltimors occeupies this jposition.
The Pederal Reserve Orpanizetion Committse having, for
obvions znd just ream ng, zelected the cities of Boston,
New 7ork, and Philadelphia, in geographical order, as
Reserve Cities, could not have accomplished & proper divia-

ion of the banking power of the Past and c¢f the territory

generally, by naming the nearby city of Bsltimore in the
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northeast corner of the District No. 5 as the fourth city
along the Atlantic seaboard.
Second: The overwhelming preference of the banks and

of the people in the District for Richmond over Baltimore,
assuning that they had intelligence enough to know what wes
best for their business interests, founded on present banking
connections and the customary course of trade, should, and
doubtless did, have great weight with the Federal Reserve
Organization Committee in locating the Federal Reserve
City of District No. 5 at Richmond rather than at Baltimore.
Further, I would respectfully call your attention in
some detail to the fact thot although Baltimore's banking
resources are greater than those of Richmond, they are not
to the same extent available for the requirements of District
Ho. 5, and also ta the failure of Baltimore and of laryland

to keep apace during the last decade with the growth in

banks and banking resources, and in commercial and indus-

trial development generally, with Richmond and Virginia

and with North and South Carolina, with which Richmond is
inseparably connected.
On page 21 of the Baltimore brief, the division of her

banking power is given

Total Banking Resources.




Hational Bankél. i . e o« » sliy. e o o $£114,973,000

State Banks, trust companies,
and stock savings companies. 80,183,000

Hutual savings banks. . . . 102,708,000

Matal- e i

.

The resources of mutunal savings banks and trust com-

panies are $182,000,000, or 60 per cent of the entire

benkinge resources of Daltimore. Trust companies have &
field of their own and they cannot, as at present consti
tuted, enter the system. NMutual savings banks cannot, in

the nature of their busir become members.

Again, we would point out that in the itemized state-
ment of resources on page 19 of the Baltimore brief, the
fact that #128,000,000, or 4% per cent of the whole, are

"investments, bonds, securities, etc."”

-

The actual use Baltimore is making of its banking re-

sources, as well as its rate of propress in the world of

A

finance, can best be known and understood by referring to

its own estimate of these matters when not engaged in en-
deavoring to promote its claims es the financial capital
of a Pederal Reserve District. 8HBuch evidence as this can
be found in the report of the Commission for the Revision

of the Taxation fystem of the State of Maryland and the

City of Baltimore, appointed in pursuance of Cahpter 779 of
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the Acts of the General Assembly of Maryland, 1912. The
report is signed by the following responsible citizens of
the State of Maryland:- Henry I's Baker, J. Harry liahool, E.
Stanley CGary, J. H. Gambrill, Jr., Williem Ili. Cooper, and
Vernon Cook. (See pages 288

The truth of what the distinguished Committe

~

gaid of Baltimore in connection with

in the banking world is borne out by statistics in
repgard to the City of Baltimore and to the Ztate of Mary-
land. For the purpose of comparing the growth of the City
of Baltimore and the ftate of I

Richmond and the State of Virginia, we refer you, first,
to the reports made to the Comptrolier of the Treasury,

on March 4, 1914, by all of the National Banks of each of
the States in District No. 5, and then to the combined
statement of Hational and State banks in said District.

AGGREGATE RESOUR

1902 Increase Per Cent

Maryland. $30,575,000 $£56,989,000 326,414,000 86

Baltimore 82,019,000 110,989,000 28,877,000
Virginia 38,220,000 100,295,000 62,075,000
Richmond .. 16,730,000 56,576,000 39,846,000
forth Carolina 18,865,000 62,459,000 43,594,000

south Carolina 13,724,000 42,082,000
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COMBINED STATHZMENT OF % STATH BANKS.
1902 1913 Tncrease Per

Virginia (Includ-
ing Richmond) 594,728,000 $218,211,000 $123,483,000

North Carolina 33,322,000 117,315,000 82,994,000

South Carolina 28,138,000 95,185,000 67,047,000

%156,168,000 $430,712,000 $274,524,000
West Virginia & 73,454,000 153,766,000 80,312,000

Maryland (Includ-
ing Baltimore). 125,613,000 52E 75,912,000

From sworn specisl reports submitted to the Comptrolle:

in ) ~

of the Mreasury, it appears that the Netional Banks in

Richmond were lending in the thirteen southern states on

Jenuary 13, 1914, more money than was being loaned in those
States by the national banks of any other city in the coun-
try, except New York. The total loans and discounts in
the thirteen Southern States by Baltimore, Washington and
Richmond are as follows:=-

Baltimore,. . « . 56,891,000

Weshington. . « . 915,000

Richmon&ke « « o . 33,473,000

These figures show that in those portions o £ District
no. b outside of the States of Virginia and Haryland, the

Richmond national banks are lending twice as much money &s
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all of the national banks of Baltimore and Washington com-
bined. They also show that although Richmond was not a
reserve city, the banks and trust companies in the thirteen
Southern States had on deposit in the national banks of
Richmond on February 14, 1914, 39,876,000, or slightly
more than the banks of this section had on deposit in the
city of Baltimore, and four times as much as they carried
in Washington, although these two cities have long enjoyed
the benefits of being reserve cities.

In conclusion, the present position we have shown
that Richmond occupies as the financizal center of the
District; the wonderful progress she has made in the last
ten years and the cettainty that thet rate of progress will
be maintained and increased, founded as it is upon the
unprecedented development of the great natural resources
of the Distriet; her intimate knowlddge of the people of
the District, of their industries and financiel needs;
her central location and unequalled transportation connec-
tions with every section of the District; and, lastly, the

overwhelming exynression of the wish and desire of a great

majority of the banks of the District to continue

business with her,made it entirely fit and proper

&

the Federal Reserve Organization Committee should have




named Richmond as the Federal Reserve City of Distriet No.

5, and will lead this Honorable Body, we confidently sub-

mit, to & like conclusion.

Hunton
state-
ment
follows
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EPPA H JNTON, OH RICHMOND, VA,., IN
RICHMOND AS THZ FEDERAL RESERVE

DISTRICT.

ARGUMENT OF MR.
OF THE DESIGNATION !
CITY -FOR THE FIFTH "_ ~l?“ff’uuu REGERVE

If the Court pleases, the Pederal Reserve Act leaves

o4

it to the Organization Committee to determine the reserve

cities of each district, subjeet to review by this Board.

.

Act itself fixes no criteria by which to determine the
regerve cities. An examination of the terms of the Act
will, however, throw much light upon the intention of Con-
gress in this respect, and it scems to me that the best aid
which I cam give to this Board in reaching a conclusion

-

in this matter is to vpoint out those considerations which
seem to indicate Baltimore as the reserve city for the
district, and those which seem to indicate Richmond, and

when those considerations are before the Board, to balance

them and see where the balance lies.

I will first consider Paltimore. Iiy friend, in his
opening, has indicated that he relies very largely upon
The record dis-

its size, which we admit and recognize.

closes, and the Bogrd will recall, that at the hearing

before the Organization Committee Baltimore was first

heard, and that at that meeting she insisted upon her
size being the determining Ffactor. There were two other
considerstions that she urged very forcefully and very

earnestly upon that occasion, nemely, the number of banks
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second,
in the fifth district;1anﬁ other business organizations

which favored Baltimore; and third, that Baltimore had a
preferential freight rate.

Now, I will endeavor to show that the only considera-
tion which favors Baltimore is its size, and that when the
facts are ascertained, the other two factors vanish, she
possessing neither as sgainst Richmond. Now, my friend has

aid that the vote of the banks amounts to nothing, because
in the Act there is no reference made to a vote of the
banks, yvet he says that the determining faetor should be the
gize and the population of Baltimore, as if there were a
statement in the Act that that should be the guide to con-
trol this Board or the Organization Committee in reaching
its conclusions. How esasy it would have heen to have pre-
scribed in the Act, had that been the intention of Congress,
that the largest city in each reserve district should be the
reserve city; or, if it was not the intention of Congress
to make it simply the largest in population, how easy it
would have been to have said that if there is in any dis-
has
trict a eity which k= twice, or three or four times the

population of any other city, that it should be selected

ag the reserve city. But there is no mention in the Act

of that, and it is clear that it was not the intention of




Congress that that should be the sole determining factor.
There is no question that it is a factor of weight, a
factor that will carry consideration, and which, if other
factors combine with it, will determine the location of the
reserve city. But "Ahl" says my friend to the Organiza-
tion Committee, "you established the reserve cities in the
largest six cities in the United States, and when you got
to Baltimore, you skipped it, the seventh in size", and
criticism is made in the brief and in the oral argument of
the Organization Committee and its published statement,
along with its decision, which my friend has quoted. Iy
friend says that after enumerating the first six largest
cities in the United States, the seventh should follow in
a
the next naming of\#kﬁ reserve city, but he fails to em-
phasize this factor stated by the Organization Comuittee
in the announcement of its decision, thaet geographical
gituation and all other considerations fully justify their
selection. If that had been true of Baltimore, the seventh
¢ity in size, it also would have ween selected, but it is
the absence of those comsiderations that has led to the
Organization Committee passing over the city of Baltimore

end fixing Richmond as the reserve city for the fifth

distriet. That Baltimore is not geographically situated

is not due to the fact that it is at the northern end of




SKE4 the distriet, but it is due to the faet that the Aet pre-

A... '

~ )

scribes that the five appointed members of this Board
ghall be appointed from different distriets, or that not
more than one of them shell be from any reserve district,
and that they shall be distributed geographically over the
United States. Now, if you were to make Baltimore & re-
gerve city, you would put Ffour of the reserve cities of the
Atlantie “tates, Boston, New York, Philadelphia and Balti-
more, in the extreme northern part of the Atlantic seaboard
States, and leave none between Baltimore and the Gulf,
eption of Atlanta. Iore than that, you would
make the reserve city of the fifth district a city not
intimately and not distinectively & southern ecity, and not

intimately connected and familiar with the distinetive

crops of that district, and not intimately familiar with

.

its benks, ites bankers and ite banking eituation.
How, it is conceded that Baltimore has comnercial,
industrial and finanelal power somewhat with reference to
ize, but this record will show clearly that the larger
financial transactions are with the terri-
to its north. Iy learned friend came very near making
statement in his opening argument. The record will
also disclose that a large part of its commerciasl, and I

imagine of its financial transactions, are with the west,
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and this record will demonstrate that instead of Baltimore
being the financial, commercial and industrial capitel of
the fifth distriet, the credit belongs to the city of
Richmond.

They claimed that the vote of the banks, for instance,
in their original hearing before the Organization Committece,
and the campaign of the city of Lichmond, ¥o which my friend
hes alluded, - a campaipgn wes also waged by the city of

Baltimore and it fell down, as results were nol produced

there by it. Baltimore was heard first by the Organization

Committee, and she presented to the Organization Comnittee

the fact that a number of banks in the District favored

Baltimore, and & number of other business institutions,

and you will he astonished, after the argument of my friend,

to learn thet I beliove ten pages of the fifteen page

brief filed by the city of Baltimore was devoted to that

factor in their case. But they were not aware, then, of

whet had been the results of the Richmond campaign, con-

ducted upon a ch a ground as that of the campaign of

the city of Baltimore, but when they discovered that the

Richmond case was presented to the Organization Committee,

we hear nothing more of the effect to bé given to the votes
Tater,

of the banks, except in their brief.zmixkikkiexhikrgs in

their oral argument, they say that no importance should be
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attached to them because they are not mentioned in the
Federal Reserve Act. Now, that was an enormous factor in
favor of Baltimore when they believed that a majority of
the banlks were in its favor. It is a factor of no conse-
quence when it is demonstrated that it has not a pronounced
ma jority, but thaet a overwhelming majority of the banks in

. 3

the district is in favor of the city of Richmond.

-

llore
than that, at Baltimore's hearing before the Organization
Committee, before Richmond's case had been presented, it
was claimed that it had a preferential freight rate over

the city of Richmond, and thet that drew the currents of

commerce and of business to the city of Baltimore, and that

that was a determining factor in favor of the city of Bal-

timore, they being unaware tf the fact that when Richmond's
case was presented, instead of Baltimore having a preferen-
tial freight rate as against Richmond, Richmond, from her
geographical location, had a preferential freight rate over
the city of Baltimore, and th

per cent per hundredweight upon all goods or comnodities

of the class going through Richmond, & difference of thir-
teen per centy I wanted to say that that was developed
upon the hearing of the City of Richmond, and since that
hearing, either in the oral argument nor or in the briefs,

have we heard a single reference made to the




factor of a prefersntial freight rate in favor of the

City of Baltimore &s determining whether it should be the

reserve city or not.

more was the choice of fthe banks has been disproved by the

evidence, the fact that Baltimore had a preferential freight

rate has been disproved by the evidence, and it leaves no

factor in favor of the City of Baltimore,

which was been dwelt upon this morning, and which the act

itself shows was not intended by Congress to »e the con=
\\;,/;/2; C

trolling factor. Besides, if accompanied by the other

conditions that existed as to t! six largest cities of

the United States, would have controlled it, but it does

not in the case of the City of Baltimore, its business

being largely done with the territory to its north and

with the territory to its west. There can be no further

ﬁﬁdh

or stronger illustration of that fact wad the facty stated

by my colleague that in January, 1913, the national banks

of the City of Baltimore were lending less than $7,000,000.

to the entire thirteen southern states, and at the same

time the City of Richmond was lending to those same southern

states nearly $34,000,000,, nearly five times as much as

a city that com2s and claims to be the financial capital

of the fifth district. It seems to e that we might leave
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hiere this claim of the City of Baltimore that sl is the

firancial center of the fifth i it is absolutely

rebutted by the fact that &l & single time the national

bamks of the City of Richmond, which i¥ claims is only one=

4 | e, . S ’ . o~ N .~
fifth its size, were lendin

=

nearly fTive times as much to
: gouthern states as the City of Baltimore. Therefore,
claim that the only factor in favor of Baltimore, and
due weilght srould be given to it, is that
Baltimore has a larger population than Richmond, but that
it does its business very largely with the territory to
its north and the territory to its west.

Now, l2t us considoer for a moment what are the factors
that we claim point to Richmond as the federzl reserve
city.

First, the selection of Richimond instead of Baltimore
would distribute reserve cities more eve: in the differ=-
ent sections of the country. I have already alluded to
that. One of the purposes of the act, as I understand,
is tc prevent too great concentration of resources and
banking capital in any one section, and to coneentrate
more in other sections so as to give to the whole country
a more even distribution thereof. INow, if you put az large

part of the banking resources in the four cities of
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R New Vor 14 -~
Boston, New York, Philadelphia and Baltimore, you will

have violated the spirit of the act, which I understand is
& proclamation of financial freedom fo this country. More
than that, you will have violated the territorial sard
geographical division, and you will have leftbut one gingle
federal reserve city in the Atlantic
more and the
but one of & number pregnant with meaning to the gentle=-
men who have devoted intelligent study znd time to this
question, and who, it seems to me, must inevitably desig=-
nate Richmond ag this reserve cify.

The second is that Richmond has closer relations
and a more intimate knowledse of the distinctive crops
vof the district thaen Baltimore. The South Atlantic states
have three peculiar erops, cotton, tobacco and peanuts.
The annual value of these three crops are approximately

a8 follows: Cotteon, $255,000,000.; tobacco, £32,000,000,;

kh |

I Pl I 1 3
peanuts, $15,000,000s There can be no question that a city

which is in the area of production o7 these three crops
must <now better their financial n=edg.. They must be more
intelligently finaneced from within thaf from without.
Richmond is within the ares of production. PRaltimore is
not. I% seems to me that at this time there could be no

bettser illustration of that than the statement that the




Richmond banks and bankers are infinitely more familiar
with the cotton situation in th puth now in the time of
this crisis in that industrry. I think we may assune that

it is hardly probable that the area of cotton production
should come to be limited by lsgislation. This important

and vital matter in that great industry must be brought

about Dby personal influence and by financial pressure,

and the bankers of the City of Richmond, from their knowledge‘
and familiarity with the bankers of thase cotton states

and the State of Virgini in a better position to

reduce the area of cotton production in this country than

is the City of Baltimore, which is to the north of it.

Again, there are four foreign governsents, or their

buyers of cotfon and tohacco, who have their headquarters
in Richmond; and this shocking statement, it seems to me,
shows the distinctly peculiar r2lations of Richmond to
these paculilar crops. . 40 per cent of the tobacco
crop raiged in Virginia, North Carolinsz dnd South Carolina
came directly to Richmond for re-handling znd manufactur=
ing, and Richinond paid out in connection with it the
enormous sum of $53,000,000, or 88 per cent of the total
value of the ps of those three statess A portion of

this, however, went to Xentucky, which is not in the fifth

district. Those facts show the intimate relations of
igitized for FRASER
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Richmond with the three distinctive crops of the fifth
district, and my belief is, though the record does not
snow, and I presume that statistics would »e difficult to
obtain, that in the financing of the peanut crop it is more
pronounced than it is as to the other three.

The third is preferential freight rates, which
already alluded to. Mr. Newcomer, when testify
Baltimore &g£7Washin¢ton said:

g -
"Freight rates are the prime factors in the purchase

and sale of commodities, arnd in shaping the normal flow of

‘trade in commercial and manufacturing centers enjoying the

advantages of freight rates lowsr than those established."
It seens to me that Mr., Wewcomer announced the

absolutely correct proposition, believing, however, at the

tine, that 1t was perhaps Baltimore that had the prefer=

ential freight rates. But it is true when it turns out

that it is to Richmond that the preferential freight ratek

belongs from its geographical position. Not only is
true, but there is a quicker delivery by one to four

in R&chmond than in Baltimore, and this preferential
rate applies to all commodity and class rates. It is
doubtless due to this preferential freight rate that the

tonnage in certain Virginia cities in 1913, in Yorth




igitized for FRASER
tp://fraser.stlouisfed.org

Carolina, South Carolina, Georgia and Florida reached the
enormous amount of 2,228,908 tons, and of this from
Richmond alore there was 629,495 tons. Yow, we have rot got
those figures for Baltimore. We knew that they were there
for Richmond, and we had thought they would produce them

because we believed they would show the inferiority of

Baltimore as the commercial center of the fifth district

as clearly as the loans from the national banks of the
fifth district show that it is inferior as & financial
center, and I have seen from this record that there were
independent investigations made by the Treasury Depart-
ment, and it appeared that those independent investigations
disclosed those facts as to Baltimore.

Richmond is more convenient than Baltimore to =
larger number of banks in the district. Thepe are 484
national banks in the district, and 1,122 state banlks.
There are in Virginia, North Carolina and South Carolina
1,123 banks, leaving 483 in the rest of the district. All
of these banks in North Carolina dnd South Carolina are
abhout four and one-half hours nearer to Richmond than %o
Baltimore. The same is true of most of the banks in
Virginia.

But counsel for Baltimore in their brief say:

"Practically the whole district being dm within one
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business day of either Baltimore or Richmond, the question

of distance obviously becomes immaterial. The exact hour

of the Jay at which a mail transaction is consummated is

unimportant ."

I agree with my friend that the exact hour of the
day at which a bank transaction is accoﬁplishéd is unim=-
portant, with this single proviso, and it is an important
one, and that is that it be received in time to be cleared
on that day; otherwise it is very material.

Now, such is the connection of Richmond with North
Carolina and South Carolina and with a greater portion of
Virginia and a part of West Virginia that its mails reach
there -~ we know that the banks, and especially the country
banks send out their mail after they close in the evening,
and from that territory the mail reaches Richmond largely
by the time the banks open, so that immaterial as the time
nay be at which the mail may arrive, provided it is in time
to be cleared, -- it reaches the Richmond banks in time
to be cleared that day. We know that the clearing houses
generally close at about eleven o'clock, if a transaction

(J(/( € :’4 ¢
comes too late to be cleared that day there is theAéayyof
a day. Now, if you take the distance from that territory

to Baltimore, many of these transactions it would be




impossible to clear on that day, but they would be deleayed
and would only be completed in the transactions of the

next day. So that while I agree with my friend as to the
exact time at which mail arrives is unimportant, I do main=
tain that it is of the utmost importance that it should be
received in time to be cleared on the same day.

Again, another factor in favor of Richmond is the
relative increase in the banking resources of Richmond and
Baltimore. That Richmond's resources have increased much
more rapidly than those of Baltimore has b=2en established
by my colleague upon authority of the Baltimore people
themselves, but I do not know whether this Board caught
the fact that that document was appended to the name of my
distinguished friend who so ably represents Baltimore with

accept it
his colleague on this occasion, and we mayAnmpmmm therefore

a8 an absolutely fair and impartial =- I would not 1like to

UL ALIn 1Ll

say =-- srrencamsnt of the national banks of Baltimore,

The national banks in Richmond in December, 1904, had
capital and surplus of $3,115,000; in llarch, 1914, $9,314,000,
an increase of 199%. In Soptémher, 1904, the Baltimore
banks hed capital and surplus of 318,262,000, and in Harch,

1914, $19,205,000, an increase of only 5k.

Now, it seems to me thst is a very important factor
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to be taken notice of, that Richmond's incre-se was 199%,
while Baltimore's increase was only 5%

It is more striking with the States to the south, that
section of the country which has, I am happy to say, assumed
such & position of progress and of prosperity in our entire
country that has made it marked and looked to for investment
and development and for progre-s.

The increase in the aggregate resources of the national
and state banks is just as striking. The record does not
give the statistics for the two cities, but it does give
them for Virginia, including Richmond, for Maryland, in-
cluding Baltimore, and for the other States in the district,
from 1902 to 1913:

Virginia (including Richmond), 1902, $94,728,000; 1913,
$218,221,000; per cent of increase, 130%.

Maryland (including Baltimore), 1902, $123,613,000;
1913, 199,525,000, an increase of 61%.

30 that the financial, industrial and commercial

capitel of this district, assuming that all that my friend

claims for it is true, would soon venish unless it got re-

newed.
In 1902 Maryland had nearly 329,000,000 more bank

resources than Virginia, while in 1913 Virginia had nearly




'y . SKE16 §$l9,000,(>OO more bank resources than Naryland. The banking
resources of North Carolina had lincressed in the same time
2562%, of 3South Carolina, 238%, and of West Virginia 109%,
but of Maryland cnly 61%.

It seems {o me that that is an important factor. Not

only has the O6rganization Committee designated the city

that has the most intimate financial relation with the

fifth district, and has the largest transactions with the
fifth distriet, but it has selected the city that is growing
and progressing at & steady, healthy rete, and which is
nearest to the section that is increasing normally and
rapidly.

Another factor in favor of Richmond is that the cus-
tomary course of business in the district is with Richmond
and not with Baltimore.

Nothing will more tlearly indicate the trend of business
in the district to Richmond than the banking relations be-
tween Richmond and the other States in the district. 1In
congsidering these banking relations it must be remembered
thet Baltimore wes one of the original reserve cities, and
that Richmond was never a reserve city until its designation
as the Federal reserve city of the fifth distriet.

From the Comptroller's report for 1912 it appears that
there are 380 state and national banks in Virginia, and
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that they carry in the Richmond banks 528 accounts. 1In
Horth Carolina there are 429 banks, and they carry in
Richmond banks 397 accounts. In South Carolina there are
346 banks, and they carry in the Richmond banks 182 ac-
counts. In West Virginis there are 297 bamks, and they
carry in Richmond banks 82 accounts.

The maximum deposits carried in Richmond banks in 1913
by banks from Virginia, FHorth Carolina, South Carolina énd
West Virginia are $12,653,769. The maximum deposits carried
in Richmond banks by individuals, firms and corporations
from north Carolina eand South Carolina are £4,642,366. The
maximum of deposits by banks, individuals and corporations
from North Carolina in Riechmond banks is $7,690,820, and

from South Carolina $2,3243,766.

From this it appears that banks

on deposit in the Richmond banks over $17,000,000.

The maximum of loans made by banks in Richmond in 1913

to other banks in Virginia, North Carolina, South Carolina

and Vest Virginia was $6,174,175.
The maximum of loans made by banks in Riehmond in 1913
to individuals, firms and corporetions in North Carolina

was $5,245,451, in South Carolins 33,129,815.
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The maximum of loans to ban s, individuals and corpora-

tions in North Carolina was, therefore, 37,445,931, and in
outh Carolina 5,553,730,

To meet the demands for crops and other purposes,
Richmond during the year 19173 shipped 714,000,000 in cur-
rency into the southern States.

How, we have not those figures as to Daltimore. I
wish we had. I believe that they would show that the claim
that Richmond is the financial center of the fifth district

would be established by them, and I trust thet it is true

that the independent investigation made by the Treasury

Department, which it was not in our power to make, will
establish the facts as to those things as to the city of
Saltimore, and I feel assured that it will confirm the
wisdom of the Organization Committee and lead this Board to
affirm its decision in designating Richmond as the reserve
citye.

It is a difficult matter to show clearly that Baltimore
is not the industrial and commercisal center, but I accept
the statement of one of the witnesses for Baltimore that

convenience is the servant of comnerce, and that it makes

“the trade currents which create financial and many other

business relations. Assuming that that is & correct prin-




ciple, and I believe it to be, it is irresistibly establish-
ed that Richmond, with its preferential freight rate, along
with the distinctive character of its crops, is the commer-
cial and industrial capital of the district, and not the
city of Baltimore.

We come now to what my friends have labored with, and
I am not going to deal with the toll of banks taken by the
city of Richmond, but I am going to deal with it as taken
by the Organization Committee. I believe in the poll of the
banks in the district made directly by the Comprtoller's
office Richmond received 167 votes to 128 for Baltimore,
and that was a factor that my friends thought should have
an enormous amount of weight when first they appeared be-
fore the Organization Committee, and which they have de-
voted so much time in their brief to minimizing and ridi-
culing. Those figures do not show the full force of Rich-
mond's position, because in the poll 28 votes were cas®
for Columbia, South Carolina, by banks in South Carolina,
and 19 for Charlotte, by banks in North Carolina, while
washington's 12 votes were cast for itself. It is clearly
established by the testimony that the banks voting for

Charlotte and for Columbia favored Richmond as their second

choice, and we may assume for the sake of argument that
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the banks of Washington were in favor of Baltimore as their
second choice. Adding to Richmond her second choice by

Charlotte and Columbia, and sdding to Baltimore her second
choice by the city of Washington, it would make the number
of banks in favor of the city of Richmond 214, and that in

favor of Baltimore 140. It seems to me that that is the

most conclusive factor of all that the Organization Commit-

tee and this Board has before it in determining this matter
primarily, this banking problem of the selection of the
regerve city. The banks know which is the city of conven-
ience, and where is the customary course of business.

are not controlled by even so adroit a campaign as the city
of Baltimore which could not get a majority. They are not
controlled by sentimental reasons, as evidenced by my
friend's statement that a lot of banks in Virginia voted
for the city of Baltimore. They are hard headed business
men determining business requirements by the course of bus-
iness that they have had, and by their convenience, and
they know that it is to Richmond that they must look for &
more intimete acquaintance, for the knowledge of their fin-
ancial needs, and for the knowledge of their peculiar crops,
and that is why one of the witnesses before the Organization

Committee said that he would be a little way from home to




go to Baltimore.

Now, I say that the best evidence of convenignce and
the customary course of business is the showing of these
214 benks, as against the 140 for the city of Baltimore;
that tﬁey know what are their financial needs; that they
know that it is to Richmond that they must go.

Iy friend hes referred so much to the unwillingness

Yo
(St
SAACETT
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of the—gietrivt to go into a district of which Atlanta was

the reserve city, and I recognize it, but not because it

was not to the north of it, as my friend would argue, but
because Atlanta was a borrowing community and Richmond wes

& lending community, finencing the cities to the south of i%,
end lending $34,000,000 approximately at a time when Balti-
more was lending less than 37,000,000, and that was the
reason why the cities did not desire to go to Atlanta, but
wanted to go to & city as ikm their reserve city where

their financial needs could be met and where they had been
in the habit of having their financial needs met.

Now, my friends say that we never dare to +tallk about
Richmond, as compared with Baltimore, in & district where
Baltimore was a member of the distriet. ILet us see whether
my friends are not in error in that respect also.

At the hearing in Washington before the Organization
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Comnittee Mr. Norwood, of Greenville, South Carolina, and
Mr. Rhett, of Columbia, South Carolina, while testifying in
favor of Richmond as the reserve city, both stated that
Maryland shouid be added to the district.

Mr. Bruton, of Wilson, HNorth Carolina, testifying in

behalf of Richmond, said that he would feel that "we would

be a little way from home Lo take us Lo Baltimore".

Before the action of the Organization Committee lr.
George A. Holderness filed a brief for the North Carolina
Bankers Association, adding Maryland to the district, and
makes & strong argument in favor of the selection of Richs
nond as the reserve city of a digtricet which includes lMary-
land.

It is difficult to understand, therefore, how this
statement can be made in the brief for the city of Baltimoreq
I quote:

"It cannot be too strongly stated that before the
action of the Organization Committee no one ever thought
of comparing Richmond with Baltimore, or questioning the
commercial and financial pre-eminence of Baltimore in what
has now been made the fifth district.” "

Yet there ig the testimony of these gentlemen showing
that while the distriet, as mapped out by Richmond, did not

include Maryland, that the fact that it might ineclude lary-




was contempleted, and that the answer was still Rich-

in preference to Baltimore.

Now, I want to say this. It seems to me that taking
this nmatter as a matter de novo, that the weight of the
testimony end the record establishes the fact that instead
of Baltimore being the financiel, industrial and commercial
capital of the fifth district, and being the most conven-
ient to the customary course of business, it is Richmond
where the convenience of the customary course of business
wouvld be best subserved. I say, a8 an original proposition,
that is true, but this does not come up as an original
proposition, as this Board has held when it gave to the
city of Baltimore the opening and the conclusion of this
presentation. It comes up not as an appeal, but as a re-
view of the action of the Organization Comuittee by the
Reserve Board, and may I pauce for an instant to say that
a review is a common method used by the courts, that a
petition for a re-hearing is not an unusual thing, and ac-

cording to my recollection, though I cannot give the in-

stances, this has been the case in this country, that where

appellate courts are made up of the judges of the lower
court, thet the judge deciding the case in the lower court

has been & member of the tribunal to re-hear and review
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themselves.

How, I say that this Organization Committee visited
elighteen different cities in their efforts to reach wise
conelusiong, and hearings were given to over two hundréd
cities that came in touch with the financial men and t
business men of all sections of the common country.
were anthorized to employ ekperts and counsel - I do
see how counsel could aid so much in that difficult and
delicate discussion, for which, even in the presentation
of this view of it, I feel that I am so poorly qualified -
but they had the authority to employ experts and to make
independent investigations, and I say that the decision of
that Orgenization Committee ie primarily right in all courts,
both State and Federal, and should carry és much weight as
ig given to the wisdom of a jury or to the report of a
magter or special master, and the rule, I believe, in &lmost
every jurisdiction is that such & report shall not be over-
thrown unless it is plainly wrong, and the burden upon my
friends is not such as it was before the Organization Com-
mittee. The burden is upon them to estalllish to the satis-
faction of this Board that the action of this Organization
Committee is clearly wrong; otherwise, as the Board has

done in giving to them the opening and conclusion, following
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the legal principles in such matters, unless plainly wrong,
its decision, with the greater familiarity that they must
have with it from their personel touch with the situation
from the personal hearings that they gave in these eighteen

cities, and from the personal hearings of the two hundred

cities, as the trial court, seeing the witnesses and hearing

their testimony is able thereby to give more intelligent
judgment and the proper weight that is due to them, - S0,
say the courts, unless plainly wrong, it must be affirmed.
I want to say that I do not believe that our friends
realize the progrsss that the city of Richmond has made in
the last two decades, more especially in the last, and I
can understend their disappointment that in a controversy
of this sort, friendly upon our part at least, that the
prize, which could be given to but one, came to Richmond
instead of to Baltimore. It may have been astonishing even
to our own people to know what the development had been,
because thirty years prior to those two decades a large
part of the city was in ashes. Its wealth had been swept
away, the flower of its manhood had been given in response
to the call of her State. The struggle during those thirty

years was & slow and laborious one, and we remember even

in this controversy that wes in that hour when we were
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assing through the valle of death we never turned to our
P & g

gister city of Baltimore for sympathy, encouragement and
aid.that she did not respond promptly and efficiently, and
we do not forget that today. And we believe and we hope
that if the decision of this Organization Committee is
affirmed by this Board, that the time will come when the
city of Baltimore at lesst will not be ashamed of the
regional bank of Richmond as a worker in the development
of this great financial machinery which is to bring finan-
cial freedom and equa%éy to a1l sections and all parts of
this country, and give flexible and stable currency, under
your wise administration of this Acet which is an epoch in

2]l history of this country.
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CLOSING ARGUMENT OF MR. VERNON COOX, OF BALTIMORE, ID.,
IN FAVOR OF THE DESIGNATION OF BALTIMORE AS THE FEDERAL

RESERVE CITY FOR THR FIFTH FEDERAL RESERVE DISTRICT.

Gentlemen of the Board, in the short time that remains
for oral discussion it is impossible for us to lay before
you all the many weys in which Baltimore, as we see it, has
an sdvaentage over Richmond for the location of 2 reserve
¢ity. We can therefore only briefly touch on some of the
more salient points of the argument.

Now, as I see it, the underlying theme or text of the
argument for Baltimore is this, that as we look about the
country and find that the hills and valleys maeke certain
natural reservoirs for water, so the course of business and
the extgencies of trade form certain natural reservoirs
for surplus banking capital, and we claim that Baltimore
is, and always has been, one of those natural reservoirs for
banking capital, and that Richmond never was, and in the
nature of things, for a great many years to come never can
be such a natural reservoir for money.

We claim also that Baltimore is not only a natural
reservoir, but & natural reservoir for this particular

fifth district, including these States, the Virginias, the
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Carolinas, Maerylend and the District of Columbia. Now, why
do I say this? Iy opponents on the other side have made
some very startling statements, it seems to me, but none
sEEw® more startiing to me here than the statement mede by
yr. Bunton that Baltimore does not have its business with
the south, but has its business with the north. Those of
us who live in Baltimoére have been hearing for meny years
about Baltimord's southern trade, one of the things we
always talk about, one of the things that we work for, one
of the things we pride ourselves upon possessing. What are
the focts? Does Baltimore have its business in the south
or in the north? We have the figures in our brief on page
11, and we show thet of all the products or goods monu-
factured x;; distributed by Baltimore, there is $27,000,000
worth distributed in the State of liaryland itself, and that
in the rest of this district there is $61,000,000 worth of
products distributed. Now, when we add those figures
together, the result is that 70% of our menufactured
products, and 70% of the goods which our great jobbing
houses send out go right into this very fifth district.

Those are the firures on authorities that cannot be ques-

tioned, cannot be doubted, and they are set forth in our

brief. Ve say, therefore, our business is with this dis-

trict.,
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Take the great jobbing houses of Baltimore, turning

out as they do and selling millions of dollars worth of

goods in the south. The Baltimore Bargain House alone has

75,000 accounts in the south. The well known firm of Hearst
Brothers has 10,000 accounts in the south. What is the
result of this? The result of this is that it makes a
natural flow of money from the south, from this district,
into Baltimore. These goods are ©o0ld by the Baltimore
jobbers to Baltimore menufacturers and merchants in the
south. They are sold on credit, and when the time of the
vear comes around when the southern people have harvested
their crops and have gotten in their money, they pay their
debts to Baltimore; then & flow of money comes in from these
thousands of accounts,;these thousands of merchants all
over the south, who owe Beltimore, begin to pay, and there
is & perfect streme of money flowing from this district to
Baltimore. After the crops are harvested, after the greal
demand for money in the south lets up, it flows back to
this city as the natural place for it to be &s a reserve
center.

Then, in addition to that, not only is there the
flow of money from the southern merchants to the Baltimore

wholesalers, but another great current that has set in
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toward Baltimgore is the payment of the dividends and of the
coupons evidencing the interest that is due to the Balti-
more investors.

Now, my friends on the other side speak very slight-
ingly of the savings banks of Baltimore, and dismiss them
with a word or two, because the capital of a savings bank
in Baltimore could not he any good to the rest of this
fifth district. Now, what are the facts? In the letter
filed in the brief from Mr. Richard H. Zdmunds, the great
gtatigtician of the south, he says that our three principal
Baltimore savings banks which have their money invested
largely in bonds, which my opponents would have you think
therefore is no good to the south, Mr. Edmund says that out
of 60,000,000 bonds held by these three savings banks alone,
23,000,000, or more than 38%, represent investments in ten
States south of the Potomac and east of the Mississippi.
Now, when these coupons come due, there is another current,

as I say, of money into Baltimore. rurther than that, there

are three trust companies in Baltimore alone that act as

fiscal agents Tfor 200,000,000 of southern securities in the

fifth distriet alone. Now, when the coupons on those
gouthern securities are paid, that all necessarily has to
be cleared through Baltimore.

Now, my opponents say that Baltimore does not under-
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gtand the industries or the crops of this fifth district,
and they call attention to the fact that»theif three great
crops are cotton, tobacco and peanuts, and they think we

do not understand much about them. Most of that tobsacco,
as a matter of fact, is shipped through Baltimore. We
think we have a good deal to do at times with the financing

of the cotton crop. Not very long ago, when this Board was

considering the matter of the cotton pool, Richmond was

agked to raise only $1,000,000, and Baltimore was asked to
raise $2,500,000 toward that pool. But the significance
of my opponent's argument in his mention of cotton and
tobacco conditions, to my mind is this. It is true that
those are the three products of the Virginias and the Car-
olinas, and it is because they rely so largely on these
three products that they never can become a great natural
reserve center for surplue funds, because, &s in & manufac-
turing plant it is necessary to keep your plant going as
many says in the year as possible, 80 in the banking busi-
ness it is important to keep your capital working all the
time. A State that has three crops only, tobacco, cotton
and peanuts, can work & banking capitel only through a
part of the yearl it hes only a seasonel demand, but the

prlaces that become great banking centers and centers of
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reserve funds are the cities that are not only large
cities, but cities thet have & diversified demand for
capital. We in Baltimore have use for capital not only
in the tobacco season and the peanut season, but we have
ugse for it 365 days out of the year. I do not know how

L}

far you gentlemen are familiar with Baltimore and
real position, but we say in our brief that it is
leading city in the country in the manufacture of
clothing, in copper, in tin and sheet iron products, in
fertilizers, in cotton duck, in straw hats, and in the
tanning and preserving business. In addition to this,
Baltimore not only handles the business of its own man-
ufacturers, but it is a great transfer point; I mean it
is a great seaport. With the exception of New York, the
city of Baltimore has more exports than any port on the
Atlantic Coast. Ve are ahead of Boston, and we are very
largely ahead of Philadelphia in the import business.
Now, then, enother thing must not be lcst sight of.

One fifth of all the capital of these reserve banks is

contributed by the Baltimore banks; approximately one

fifth of all the deposits ] Richmond bank, the re-
quired deposits come from T X Now, what does that

mean? That means in effec t that one fifth of all the
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business this bank does, and one fifth of 21l the business
that it is going to do must come in and out via RBaltimore.

You cannot get away from that. ¥When the season of the
year comes when the South is paying its debt to Baltimore,
and when surplus funds begin to accumulate in Baltimore,
we will send up the proper proportion of them to Richmond,
and when the season comes arcund again for the greatest
strain, and everybody warts to get these reserve funds

&t Richmadd, one fifth of them must come out via Baltigdre,
becanse Baltimore not only contributes a fifth of the re-
sources, but it is a fact that Basltimore, if the facts
could be known, will have credited more than one fifth

the paper eligible for discount in this district.

Now, & merchant in North Caroliaa or South Carolina

who had merchandise to ship to Richmond would be a very

foolish man indeed if he sent it up to Baltimore, with

instructions to turn it around and send it back to Rich-
mond, yet, gentlemen, that is exactly what we do with the
money in this district if you permit the reserve city to
stay in Richmond, because at every seeson of the year when
the flow of money comes that way, we would have it flowing
in to Baltimore and back to Richmond, meking a round trip,
whereas if you allowed it to come to Baltimore, allowed

these things to be cleared in Baltimore, allowed these
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resources to be piled up in Baltimore, the situation would
be very much simplified.

Thege facts are not new. I am not claiming that thet
is anything discovered by us. It is something that has
already been recognized and been recognized by the Govern-
ment of the United States. If we go back to 1864, which
T believe was when the national banking act was passed,
reserve cities were created, I think 19 of them, by the
regional act. Baltimore was one of those cities; Richmond
wag not. My opponents seem to think that gave Baltimore

a somewhat artificisl advantage over Richmond, but that

is not the case, because a later act provided that any

city with, I think, very little population or banking
capital, could, if its bankers saw fit, ask to be made a
reserve city and could be made such. Here

startling thing in this proposition, that uatil this new
law was passed crecating this new banking system, the
Riehmond bankers never considered apparently that Richmond
was a proper place to be a reserve city. They never came
in and asked for such a thing. Baltimore wes a Troserve
city, Washington in this Distriet was a reserve city,
Charleston, South Carolina, wes a reserve city. They were

the natural reserve cities, and Richmond had not even
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asked for it.

Now, my opponents cite a great number of arguments
and reasons which they contend make in favor of Richmond.
Let us look briefly at one or two of them.

It is said in the first place that Riehmond lends
more money in the south, as it is put in the report
the Orgenization Committee, and also in the brief.
cleim that Richmond lends $33,000,000 in the south,
Baltimore only £6,000,000. Those figures might look very
important, but what are those figures? Let us analyze
them & moment. "hat do they mean by the south” Why, when
you come to read through the report, you find that what
they mean by the sgouth, the thirteen southern States,
includes Virginie but does not include Maryland. So that

when you say Richmond lends $33,000,000 in the south, it

simply means that Richmond is lending most of that right

in Richmond; it simply means that Richmond is lending more
in Richmond than Baltimore is lending in Richmond. But
if you want to make a fair comparison, a real compaerison,
and tabulate figures and see in this district whet banks
are lending the most money in the district, or in the
south, including Maryland, what banks are lending the

most money, there is not the slightest doubt in the world

that these figures will be entirely reversed.
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Now, further than that, another point that is made
by our opponents is the point that they are nearer the
geographical center of the district. Just a wprd on that.
What has the geographical center of & district to do with

& question like this? If we were going to establish the

point for & water power plant, the geographical center

might have certain advantages, but we are establishing a

center here for the banking businesgs. You must go, there-
fore, where the banking business is. If you =xmxm were
establishing a bank in New York City, and the directors of
the new bank in New York City should propose to put it out
in Central Park because it ie nearer the geographical
center of the city than Wall Street, would not they simply
make themselves a laughing stock in the eyes of everybody?
Has the committee peid any attention to the geographical
centers in any of these districts, with one or two possi-
ble exceptions? They have n't. If you také the Hew York
Digtriet, New York City is in the southeastern end of that
distriet. If you wanted the geographical center, you
would have to go up State somewhere about Utica. If you
take the Northern District and want to find the geograph-
—Ces f{ZL
icalnof that, I believe it is somewhere in the White

Mountains. If you went ou¥ to the San Francisco District,

and tried to find the geographical center of that, perhaps




you might hit Reno instead of San Prancisco. So, you could
go all through these districts and show that the geograph-
ical center has nothing to do with it. We are not here
like a lot of school boys trying to solve & problem in
geometry. The lines of banking and the course of trade
pay no attention to geographical centers; they pay no
attention to centers of possible districts that may be
constructed. On the contrary, we find that when we look
over our country, that the great cities and the great
banking centers are of one of two classes in the middle
west. They are the great railroad centers, particularly
the great railroad trensfer points. Most noticeable, of
course, are Chicago and St. Louis, and when we get away
from the middle west and come nearer the Facific Coast,

we Find that these great centers are invariably the great
seaports of the country. In Chicago and St. Louis the
railroads link together the eacstern and the western lines,
and on the coast the other termini of these railroad lines
link themselves with the ocean liners, and these seeaports,
therefore, are kept constently busy because they have not
only their own business, but they have the handling and
re-handling of the business of the other sections of the
country, something that is goi.g on all the year round.

How, our opponents say particularly that this Com-
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mittee, whose report is now up for review, lays & very
great stress upon what they call the per capita argument.
That srgument is this. They say: "True, Baltimore is a
lerger city; true, Baltimore has more banking capital’, -
and it is not shown by them how great the disparity is -
but they say ybu must look not only at that, but you must
look at the per capita, and then it is figured out that
the per capita banking capital in Richmond is considerably
greater than it is in Baltimore. At first blush that
might seem to have some force; it might seem to indicate
that perchance the people of Richmond had some particular
aptitude for the banking business that leads them to put
their money into it in greater proportion than other people
do. What do you mean by banking per capita? That means,
of course, the banking resources, divided by the number

of people. There are two factors there which will vary

that. A large banking cepital, or a large baniing popula-

tion tends to dmcerease the per capita, but a small popu-

lation equally tends to increase the per capita. We show

in the brief how this argument for Richmond is reduced to

an absurdity when we compare other cities with it and

show you that the per capita in Richmond is larger than
per capita in Philadelphia, Chicago and llew York.

it becomes even more striking to my mind when we
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. tion Committee laid almost controlling stress on the fact

thet Richmond had & capital end surplus and banking capital
of $73 per capita, higher than New York, Philadelphia and
Cleveland,

Now, let us look at a few small towns. I do not know
whether you are familiar with this place, but we have a
little town called Bllicott City a few miles outside of
Baltimore, not noted as a banking center, but very re-
markable for its banking capital. The population will show
that while Richmond has &73 per cepita, Ellicott City,
with something like & thousand population, hes a per capi-
te. of %130, almost twice as much as Richmond. If we take
the mining town of Oakland in western Maryland, we find
that it hes & per capita of $187; we find that Rockville,
not very far from here,h8s & per capita of 3200; Center-
ville, on the western shore of Maryland, has & per capita
of $255, as against Richmond's $73. So that when we see
these figures, the result evidently is that your large
per capita arpgument simply proves thet you are a small
city, and it ig evidently all that it does prove.

How, then, the next point made is on the growth of

banking capital, and there my opponents take great delight
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first of all in citing a report of a Maryland comnission
that was appointed to study and revise all the taxing laws
of the State of Marylend, and they apparently seem to
think thet they have made & great point by quoting this,
because I happened to be one of the members of that com-
mission, and they read & long extract in which we showed,
which was undoubtedly the fact, that the taxing laws of
Maryland, which imposed & very high rate of taxation on
the national banks, had tended to retard the development
of national banking capital in Marylend. But the point
is this. My opponents on the other side, not living in
Marylend, and not knowing exactly what we are doing out
there, appear to be peacefully ignorant of the fact that

partly as a result of that report, in which I had some

little hand, the last ﬁgﬁislature of the state of Maryland

repealed this burdensomerf taxation of our national
entirely new system,
banks, and they have established an

an entirely new method of taxing the benks, very similer
to the New York system, the one per cent tax. So that
with banking cenpital in aryland relieved of this heavy
burden, we have the right to look forward with a reasonable
expectation to the rapid development of Maryland banking

capital in the future. But eside from that, and further

»t, what does this growth of Richmond in its
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banking capital in the past ten years show? Why it shows

that Richmond is growing; that is all. It does not show

it has gotten anywhere near Baltimore as yet. TWe have to
deal with the present, not with the past or with the
future. Whét is the proper reserve city today? If Rich-
mond ever does grow to proportions where it is near to
Baltimore or superior to Baltimore, if that comes within
the lifetime of any man in this room, why this Board, or
some other board, can then change it, and take the reserve
c¢ity back from Baltimore to Richmond. Bubt the fact thatl
Richmond has grown faster in the past ten years than
Baltimore simply means this, thet a growing city, a de-
veloping eity - Richmond is that, as my brother has said,
and is notv fully reviving from the disastrous effects of
the Civil Wér - what you might call & young and developing
city naturally grows faster than a city that has already
fully developed. That is simply for the same reason that
a young child grows faster than a men. That does not
prove any superiority of the child over the man. Richmond
is just beginning to revive from the calemity that it
suffered many years ago, and we are all glad to see it is
reviving so repidly. We know Richmond has made progress,
and we think that we in Baltimore have had some hand in

it. How many Réchmond securities have been sold in Bal-~
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timore? VWhy it was only yesterday as I was leaving my
office that a salesman came in wanting to sell me some
Virginia securities, and that is what we have all the
time. As Mr. Edmunds tells you, and it was & minimum
estimate, the amount of Baltimore capital invested in the
southern States below the Potomac is $200,000,000.

Another point much discussed is the poll of the banks.
Vel , there are two polls of the banks. One is the Rich-

mond poll. I have mever been able to understand that. I

have looked at it and tried to figure it out from their

brief, and I got this far, that according to the Richmond
poll Baltimore got nine votes in the whole district. Iow,
we have sixteen banks in Baltimore. I was immediately
satisfied from that. I did not go into it any farther.

The poll taken by the committee shows 167 banks voting
for Richmond, and 128 w ting for Baltimore. There are
two comments I want to make on that. In the first place,
at the time that the poll was taken, the southern banks
did not know, nobody knew, just what the boundaries of
the districts would be, and if you read the proceedings,
you will evidently find that the southern banks had a
clioice betwseen Atlanta on the one hand and Richmond on
the other, and the majority of them, the great majority of

them, said that they wmnted to be connected up with Rich-
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mond, because the course of business in this district was
from the south to the north, not from the north to the
south. As one North Carolina banlker said: "IT you con-
nect us with Atlanta, you connect us with 2 dezd end."™
According to our opponents, that is all right, to connect
Baltimore with & dead end. In fact, the whole situation
here, from their point of view, as to this district, seems
to be that they started out with a little district they
me.pped out for themselves south of the Potomac. They
wanted to be at the north end, because thoy thought the
city at the north end would have the advantage, and they
mapped out the Virginias and the Carolinas, and presumably

they took in some more southern cities with it. Then when

it began to be apparent that Atlanta was making strong
& Pr g £

claims, and that Georgia would naturally go with Atlanta,
the

then‘Virginia and Carolina district had to look around

for something else to make it #x a full grown district.

They fipure it out in one of their Speeches or briefs

somewhere here, which contains the expression thet Phila-

delphia, beingﬁk;n district made up of Penngylvania, Mary-

land was left as a sort of floater, and they did not know

just where to put that, so my friends from Richmond then

come forward in a sort of supplementary brief or letter

and show that Maryland, being left in this pitiful con-
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dition of a floater, that they will kindly open the doors
and let us in to their distriet. That is their whole
attitude. They will let us in. They look to us for their
resources, one dollar out of every five they get from us,
yet we cannot have this bahk because we are too near Phil-
adelphia, and I understand ¥r. Hunton to say, what is a
surprise to me, that Baltimore was an extreme northern
city. I have lived there all my life, and I can say that--

Mr, BUNTON: I did not say that; at least I did not
intend to say anything of the sort.

Mr. COOK: If you did not say it, that is the end of
it, but I understood you to say that if the four banks
were given to Boston, lhiladelphia, New York and Baltimore,
you would have four in the extreme northern part of the
country. We have been taught to believe that Balt imore

ig sort of on the boundary line, so to speak, and in con-

sequence mainly and largely has been a southern city, and

we feel it is the gate to both the southern and northern

States, we feel it is the gateway between the north and.
the south, and ag that gateway it is entitled to recognition
by reason of the securities it holds, by reason of the
business that it does.

Now, look at this just another way. Suppose you

centlemen were the real owners of this bank for the fifth

(&)
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district, and suppose you waented to put it in the place

where it would be a success and make money for yourselves

as stoekholders or for other stockholders, can sny man

"within the sound of my voice have a shadow of a doubt that

you would place this bank in Beltimore where you could get
hold of some business, rather than in Richmond where you
would not have anything like the chance?

Look at the things which Baltimore business men look
at. Look at our foreign trade. Look at the grain we are
exporting right now to the warring naftions in Europe, and
the bank acceptances, the foreign bankers' acceptances
that are sold in New York. Richmond in her brief says
they can still be sold in New York, and Baltimore is not
going to suffer. That is not whet we are here for. Ve
are not making an argument for the benefit of Baltimore.
It is true that our pride is somewhat hurt that we are
pessed over, the seventh city, as we claim the sixth city,
in the Union passed over for the thirty-ninth eity, and I
appeal to you, not for the good of Baltimore, but for the
good of this fifth roserve district, to put this bank
where it belongs, and put it where it can get business.
Dgwmot git down and say, &s my friends do: "Let Ilew York
gobble up thet foreign acceptance business as it always

has." We say: "No, send this bank over to Baltimore where




igitized for FRASER
tp://fraser.stlouisfed.org

it can make a fight for it, and where it cen get it. "
And I say to you that we are not here asking for this
bank for Baltimore' s benefit. Perhaps it may benefit
the banks of Raltimore in some respects, in drawing
some local business, but we want this bank to be a suc-
cess, and we believe it is going to be a success. I
believe you can make & Fedeoral regional bank work any-
where, even if you put it in the back woods, but we want
meke it work well and against the least resistance.
Water can run down hill but you can force it up hill if

prmps ,
you construct an artificial system ofAreservoirS and pipes.

I say you can make & regional bank work anywhere, but if
you want to make it work to the best advantage and with
the least friction, you must make it work according to the

laws of nature, according to the laws of business and the

course of trade; you must put it, and I appeal to you gen-

tlemen to put it not in an artificial reservoir where you

have got to be pumping all the time againet resistance to
get this money to Richmond, but put it in the natural
reservoir where it belongs, and which we insist is Balti-
more.

The CHAIRMAN: We want to express our appreciation

B

of the great ability shown by both sides in presenting




this case. Ve will take it under advisement and later

advise you of the decigion.

(Whereupon, the hearing was adjourned).
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BEFORE THE FEDERAL RESERVE BOARD.

IN THE MATTER OF THE
DESIGNATION OF THE FEDERAL
RESERVE BANK IN DISTRICT No. 5.

REPLY BRIEF ON BEHALF OF THE RICHMOND MEMBER BANKS OF FEDERAL
RESERVE BANK OF DISTRICT No. 5.

Before replying to the Brief filed by the petitioners in behalf
of the City of Baltimore, we respectfully direct the attention of this
honorable body to the fact that the Brief in behalf of Baltimore is
in disregard of Regulation No. 1 of the Federal Reserve Board in the
matter of procedure in appeals from the Reserve Bank Organization
Committee; first, it is filed ““on behalf of the citizens of Baltimore,”’
whereas, Regulation No. 1 makes the majority of member banks
located in the city requesting a review the petitioners; and, second,
the Brief is filled with matter wholly new and not contained in the record
before the Organization Committee, whereas the said Regulation No.
1 provides that ‘‘The Board will not hear testimony, but the parties
will be limited to the record before the Organization Committee.”’

The Brief for Baltimore is in point of fact a presentation of her
claims on entirely different grounds from those originally relied upon.

While we do not make objection to consideration by this
honorable body of any new matter which Baltimore may desire to
present in the attempt to strengthen her case, it is manifestly
impracticable to reply fully within the time allotted to us, even if
permitted, to any new contentions, statements or statistics which
require on our part research, verification and the preparation of
counter statisties.

We respectfully submit, however, that we decline to be parties
to such violation of the rules of procedure laid down by this Board
and feel that it is expected of us that we reply to those parts of the
Brief only which refer to matters in the record before the Organiza-
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tion Committee. We submit to the Board what consideration it will
give to those parts of the Brief not in the record and will ourselves
cite certain instances only to show how unreliable are the statistics
contained therein.

In the statement of the RESERVE BANK ORGANIZATION
COMMITTEE relative to its decision determining the Federal Reserve
Districts and the location of the Federal Reserve Banks under the
Federal Reserve Act, the Committee gave its reasons at some length
for designating Richmond instead of Baltimore as the Federal Reserve
City for Distriet No. 5.

The Committee’s reasons given in said statement are alternately
attacked in the Brief filed on behalf of the citizens of Baltimore as
based upon a misconception of the purposes of the act, or as inconsist-
ent with the grounds upon which the selection of other Reserve Cities
was made, and finally inference is made unmistakably that the Com-
mittee was actuated in designating Richmond by motives other than
those disclosed in its statement.

While we shall undertake to amplify the several positions taken
by the Committee in its designation of Richmond as a Federal Reserve
City of Distriet No. 5, by giving additional facts in the record, we
deem it unnecessary to defend the Organization Committee from the
criticisms made against it.

As a preface to our reply, we respectfully call attention to the
fact that the Organization Committee named by Congress to perform
the difficult task of designating ‘‘not less than eight nor more than
twelve cities to be known as Federal Reserve Cities * * * and shall
divide Continental United States, excluding Alaska, into distriets, ete.,
ete.,”” was made to consist of the Secretary of the Treasury, Secretary
of Agriculture, and the Comptroller of the Currency; that Congress
entrusted this work to this Committee knowing at least the incumbents
of two of such offices, and that the determination of this Committee
was reached after ‘‘Every reasonable opportunity had been afforded
applicant cities to furnish evidence to support their claims for Federal
Reserve Banks; and that the majority of the Organization Committee,
including its Chairman and the Secretary of Agriculture, were present
at all hearings, and stenographic reports of the proceedings were made
for their deliberate consideration. Independent investigations were,
in addition, made through the Treasury Department, and the prefer-




e

Digitized for FRASER
httgd/fraser.stlouisfed.org

3

ence of each bank as to the location of the Federal Reserve Bank with
which it desired to be.connected was ascertained by independent card
ballot addressed to each of the 7,441 national banks throughout the
country which had formally assented to the provisions of the Federal
Reserve Act;’’ and, ‘‘Following its policy declared at the very outset,
the Committee refused to be influenced by the purely local and selfish
claims of cities or individuals, and discharged the duty imposed upon
it by Congress after exhaustive investigation and study of the entire
country, with unbiased minds and according to its best judgment.”’
Extracts from Statement of Federal Reserve Board, pages 361 and 365
of the record.

It is a rule of law, generally followed in both State and Federal
practice, that great weight should be given to the conclusions of trial
courts and masters who have the opportunity of hearing the witnesses
testify, observing their capacity and acquainting themselves with
circumstances and surroundings not open to appellate courts, and that
such conclusions should not be set aside or modified except in cases
of palpable error and mistake.

For which reasons, and because of the character and qualifications
of the members of the Organization Committee to perform the task in
question, we confidently submit that their decision should be affirmed
unless plainly wrong.

The contentions of Baltimore, as set forth in the Brief, are divided
under four principal heads, with an infinite number of subdivisions.

Baltimore has had several months to prepare this Brief. The
time, seven days, allowed the member banks of Richmond, within which
to prepare a brief in reply is too limited to admit of answer in detail
to the many theories and contentions advanced by Baltimore.

Reference to the synopsis of these contentions, which appears at
length in both the petition and the Brief of Baltimore, shows that they
are all variations of the same general idea. It will be seen by inspec-
tion of this synopsis that it is impracticable to reply to these conten-
tions seriatim with any continuity of argument. They are too closely
inter-related, going back and forth from one heading to another, ex-
pressing but one central idea in different forms, all growing out of the
size of Baltimore. In reply, we shall, therefore, treat them as a whole.
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At the outset, Baltimore takes exception to the fact that the Com-
mittee did not first designate the Reserve cities and then proceed to
arrange the districts.

This position seems to be taken by Baltimore because the designa-
tion of Reserve Cities is mentioned first in the act and upon the as-
sumption that Baltimore would have, under such a course of procedure,
stood a better chance of being selected.

In taking this position, Baltimore arrays herself against what
must be admitted as the controlling purpose of the act, viz: that the
traditions, habits and common understandings of the people, as well as
the character and growth of industry and the banking connections of
the different sections of the country, to be divided into sections, re-
quired the most careful consideration.

It is perfectly evident that the division of the country into distriets
was far more important and complex than the designation of Reserve
Cities. The fact that certain large cities might be clearly marked out
in advance as proper locations for Reserve Banks in nowise modifies
this.

It is one of the admitted purposes of the act, a purpose admitted
in debate, to bring about financial local self-government as far as may
be consistent with stability and the general safety, to restore to normal
conditions financial movements and relations which have been artifi-
cially built up by the old National Bank System.

To illustrate Baltimore’s conception of the purposes of the act,
we quote from its Brief, on page 70, as follows:

“‘The principal purpose of Congress, however, in devising the addi-
tion to an existing system was evidently not so much to improve con-
ditions at ordinary times, as to provide a more satisfactory system in
times of stress.”’

In the Brief of Baltimore, paramount importance is given to the
size of her population and the magnitude of her resources, without
taking into account the unfamiliarity of her people and her failure to
employ her resources with the balance of the distriet.

Incontestably, Baltimore is the largest city in population in the
district, and her banking resources greatly exceed those of any other
city, but it does not, therefore, follow, as Baltimore assumes, that she
is the natural commercial, industrial and banking center of the fifth
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district; that all business in the fifth distriet naturally converges at
Baltimore; and that in every essential respect, in commerce, finance
and industry, she is about five times as important as Richmond to
the Fifth Distriet.

Upon this point, and upon the question of due regard to the custo-
mary course of business in the fifth district, the testimony establishes
Richmond’s superior importance to the district.

The determination of the location of the Reserve City of any dis-
trict we deem to be primarily a banking problem. This is not ad-
mitted in terms in Baltimore’s Brief, but her argument is directed
chiefly toward this point of view as is indicated by the Synopsis of
Parts 1, 2 and 3, which, as stated, is reviewed by us as a whole, having
regard only for those facts and principles set forth in, or germane to,
the record.

The Organization Committee states, on page 368 of the record,
that ¢“it should be borne in mind that the Committee could consider
primarily only the statisties with reference to assenting banks. In this
section of the country, as in most others, the assenting banks were the
national banks.”’

Baltimore, page 79 of Brief, also takes exception to this position,
and complains that in determining the Reserve Cities all banking power
outside of the national banks was ignored by the Committee, and ad-
vances the theory that ‘‘the new system is, on the contrary, intended
to constitute but the governing or regulating part of a comprehensive
system embracing all banks.”’

It is new doctrine that the ‘‘system
thing outside of itself.

Baltimore furnishes no proof whatever, and there is none, that
the Organization Committee in making its decision ignored all banking
power outside of national banks, and due consideration of that portion
of bank resources of the district, outside of the national banks,
entitled to most consideration, namely, State banks, would inevitably
lead to a decision in favor of Richmond.

7 will seek to regulate any-

In considering the power, operation and development of the sys-
tem as a whole, it was natural, logical and essential to consider pri-
marily the present component parts, and, second, the banks likely to
come in it.
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On page 21 of the Baltimore Brief, the division of her banking
power is given as follows:

Resources.

Nationalt Bankar oo o oae = S aa e $114,973,000
State banks, trust companies and stock

savings banks ......iceeoiine e 80,183,000

Mutualrsavings bankst s Josn v 102,708,000

Potal o el T e B 5 $297.864.000

In the Comptroller’s annual reports the resources of the trust
companies of Maryland are given as $74,000,000, statistics for Balti-
more not being separately given. It may be reasonably and safely
assumed that the trust company resources of Maryland are centered
in Baltimore, there being only three other cities in Maryland of more
than 10,000 inhabitants. It is certainly fair to Baltimore to assign
$70,000,000 or more to the trust company resources of Baltimore. The
limited time at our command does not enable us to ascertain the exact
figures.

The combined resources of mutual savings banks and trust com-
panies are, therefore, approximately $172,000,000, or 58 per cent. of
the local banking resources.

Trust companies have a field of their own and it is hardly within
the limits of probability that many, if any, of them, considering the
regulations imposed upon commercial banks, will enter the system as
trust companies.

Mutual savings banks would not, of course, in the nature of their
business, become members.

In considering Baltimore’s banking resources with reference to the
Federal Reserve System, therefore, only the national banks primarily,
and the few State banks, secondarily, could reasonably be taken into
account, and, with these facts in mind, it is clear that the commercial
banking resources of Baltimore, particularly in relation to the fifth
district, are not of the potentiality which is claimed.

As a further fact illustrating the usefulness of this great portion
of Baltimore’s financial resources to the banking interests of the rest
of the fifth district, we call attention to the itemized statement of
resources on page 19 of the Brief, showing $128,000,000, or 43 per cent.
of the whole in “‘investments, bonds, securities, ete.”’
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Therefore, since, in fact and theory, the location of the Reserve
Bank is, in its essence, primarily a banking problem, we shall proceed
to analyze the banking conditions and resources of the fifth distriet
and present evidence to show which city is in a position to perform
and is performing the greatest service to the districet, with the maxi-
mum of economy, and further showing that within a few years there
have grown up relations between Richmond and the larger portion of
the territory, so intimate and wide-spread, that the decision of the
Organization Committee, after defining the area of District No. 5, could
not have been otherwise than it was without violating the economics,
as well as the physical and financial facts of the situation, and the con-
venience and desires of those most intimately affected, as appears n
the statement of the Organization Commitiee.

Baltimore contends, pages 89 and 90 of Brief, that the Organiza-
tion Committee had absolutely nothing to do with the increase in the
growth of Richmond, and particularly with the ratio of increase. This
opinion is expressed in this language:

“The Committee, however, properly had absolutely nothing to do
with increases as such.”’

“The Committee has to do with the present, not with the past,
or with dreams of the future.”’

While it is proposed to refute the contentions of Baltimore with
the presentation of facts which relate to the present, this view is so
unsound that it cannot go unnoticed and unchallenged.

In considering the operation of the system, it is futile to contend
that there must not be taken into consideration the vitality and growth
of certain component parts, and of outside interests most likely to be-
come component parts, when such parts have been progressing at a
rate which, if continued for a reasonable time, will completely overlap
Baltimore and Maryland. There is no other factor so strongly indic-
ative of the trend of trade.

Analysis of the Banking Situation in the Fifth District.
In the fifth district there are, approximately :

National® hankas svee sa e et Lennemk 484
State banks’ ;s s f L an s S e R P 1,122
Total number of banks.............. 1,606
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Distributed as follows:
National Banks State Banks Total

Maryland . .......co0.. 103 65 168
District of Columbia... 12 24 36
West Virginia ........ 117 162 279
VEITEINIR, . oo o5 e o elel 132 228 360
North Carolina ........ 72 353 425
South Carolina ........ 48 290 338

484 1,122 1,606

For convenience, and because of limited time to determine ac-
curately, this includes the whole State of West Virginia, although a
very small part of that State is not in this distriet.

Of the number of banks, both State and national, there are in the
three States, Virginia, North and South Carolina, 1,123, against the
number in the rest of the territory, 483.

It is, perhaps, more than fair to Baltimore to assume that one-
third or ninety-three of the West Virginia banks are in what may be
claimed as Richmond’s territory. As a matter of fact, out of 144 banks
voting in a poll taken by Richmond, seventy-five voted for Richmond
first and second choice, Baltimore not being the first choice of but four
of them. See Richmond Brief, page 46.

Therefore, it is obviously fair, and will answer every purpose of
the comparison, to say that in the territory which Richmond can serve
more quickly, coveniently, efficiently, and with greater satisfaction to
those served, there are 1,216 banks, as against ‘‘Baltimore territory’’
390 banks.

See Richmond’s Brief, page 46, and evidence hereafter adduced.

The ratio of 5 to 1 which Baltimore continually proclaims against
Richmond is nearly reversed here.

With due consideration to not only ‘‘dreams of the future,”’ but to
reasonable probability of future development, it is not illogical to sug-
gest that self-interest will in the near future incline Washington to
that field which offers the best prospect of profit in the use of her re-
sources, which field certainly lies south of her and with which field she
is not at present familiar.

It is fair to treat Washington as neutral territory, but it will not
materially affect either the figures or the purposes of the comparison
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here given, to allow Baltimore’s claims to Washington’s resources, al-
though said claims are not supported by a single line of evidence.

In comparison with the ratio of growth of her own State as well
as with that of the city of Richmond and every State in Distriet No. 5,
the national bank resources of Baltimore show a retarded growth, the
causes of which may well give her anxiety.

The fitness and the preparedness of Baltimore to become the Re-
serve city of District No. 5 is the vital point of issue raised by that
city.

If Baltimore desires this tribunal to know the volume and growth
of Baltimore banking capital and other matters pertaining thereto as
the same are known to Baltimore herself, we especially refer this
honorable board to the report of the Commission for the Revision of
the Taxation System of the State of Maryland and City of Baltimore,
pages 287 and 288, from which the following is taken:

“The Banking Conditions in Maryland.

““Ten years ago the total capital in Maryland of national banks
was $17,050,000; in 1912 it was $17,607,000. This was an increase of
only $557,000, or 3 per cent., which compares most unfavorably with
other States.

““Baltimore city has over two-thirds of the banking capital of the
State.

“The following shows the changes that have taken place in the
amounts of capital, surplus and undivided profits in ten years in Bal-
timore:

1903 1912
Gapital 7 ot it S $12,403,260 $11,790,710
SUEplus’ &.io st 6,514,400 7,970,010
Undivided profits ....... 1,532,060 2,082,787

““Compared with the increases of banking capital that have oc-
curred in other States, the Maryland increase is far from satisfactory.

“Innumerable requests have been made by the commercial inter-
ests in Baltimore for increased credits and for a development of bank-
ing facilities. Any person interested can receive sufficient assurances
that the business interests have not sufficient banking funds to success-
fully carry on their business. This complaint is not exceptional, but
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general, and nearly all classes of business men who are large borrow-
ers must have either Philadelphia or New York financial connections.’’

The geographical relation of Baltimore to the banking resources
of the district is elaborately treated in the Appendix to the Baltimore
Brief.

The following statement will show in illuminating comparison the
real position which Richmond occupies to the banking resources now
in the system, and to those banks which may with reason be counted
upon as most likely to come into the system. The relative geograph-
ical positions of Baltimore and Richmond on the map will be readily
carried in mind in examining these statements.

COMBINED STATEMENT OF NATIONAL AND STATE BANKS.

(As classified in the Comptroller’s Reports.)
Ix e Firra Districr, SHowiNng CoMPARATIVE RESOURCES
Ny 1902 axp 1913,
This statement is made to show the concentration of resources of those banks in the

fifth district which now enter into and are likely to become a part of the Federal Reserve
System. Statistics of “‘State Banks’’ in the District of Columbia are not accessible.

Aggregate Resources.

1902 1913 Increase Per Cent.
Virginia (including
Richmond) ..... $ 94,728,000 $218,211,000 $123,483,000 130
North Carolina ... 33,322,000 117,316,000 83,994,000 252
South Carolina ... 28,138,000 95,185,000 67,047,000 238

$156,188,000 $430,712,000 $274,524,000 176

West Virginia .... $ 73,454,000 $153,766,000 $ 80,312,000 109

Maryland (includ-
ing Baltimore).. $123,613,000 $199,525,000 $ 75,912,000 61

Resources of national and State banks in Virginia, North

Carolina and South Carolina as above.............. $430,712,000
Add banks of West Virginia which voted for Richmond as
the location of Reserve Bank (see record).......... 43,392,000
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Total resources of national and State banks in the fifth
district of which Richmond is the natural and most

convenient Reserve City ...............ooiiiiit. 474,104,000
All other banks in West Virginia (including that portion

not in the District, about one-eighth).............. 110,374,000
Maryland (including Baltimore) ...................... 199,525,000

Washington and the District of Columbia being counted as neutral
territory.

When it is called to mind that within the area of resources desig-
nated as Richmond territory there are, as hereinbefore stated:

National and State banks in number.......... 1,216

And in Baltimore territory only.............. 390
it is plain to see where, in the present operation of the system and in
its future development, violation would be done to the convenience and
customary course of business which are required to be regarded by the
act, if the Reserve Bank were located in Baltimore.

When to the foregoing are added the further facts that, even not
including that portion of West Virginia in which relations with Rich-
mond are more close and convenient than with Baltimore, there are
in the three States—Virginia, North Carolina and South Carolina—
5,920,000 inhabitants in an area comprising 119,000 square miles,
against 2,950,000 inhabitants in the rest of the district in an area
covering only 30,000 square miles, it is easily seen that without indulg-
ing in ‘‘dreams of the future,”’ the inevitable development in the Rich-
mond territory, possessing in overwhelming proportions all the factors
essential to any development—population, area, natural and financial
resources, number of banking institutions, all the factors which enter
into the transactions of mankind—it is easily seen how greatly Rich-
mond is superior to Baltimore as the location of the Reserve Bank.

The following statements show the growth of banking resources
of Baltimore and the State of Maryland, as compared to the other
principal cities and States in District No. 5:

We do not think the figures need any comment, but will merely
direct the attention of your honorable body to Baltimore and Mary-
land and Richmond and Virginia.
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STATEMENT OF NATIONAL BANKS OF THE COUNTRY FROM

THE COMPTROLLER’S REPORTS. ' .
SHOWING RATIO OF GROWTH IN COMPARISON WITH BANKS IN THE FIFTH
District, 1v 1902 axp 1913.
Aggregate Resources.
NATIONAL BANKS IN THE WHOLE COUNTRY.
1902 1913 Increase Per Cent.
$6,114,000,000 $11,037,000,000 $4,923,000,000 80
NATIONAL BANKS IN THE FIFTH DISTRICT.
1902 1913 Increase Per Cent.
Maryland wesie oo $30,575,000 $ 56,989,000 $26,414,000 86
Baltimore ... .o 82,019,000 110,896,000 28,877,000 35
Washington ........ 27,661,000 58,191,000 30,530,000 114
Distriet of Columbia 1,975,000 2,140,000 165,000 8.5
West Virginia (all).. 33,751,000 88,611,000 54,860,000 162 .
BYATD o ah o f: ORI S 38,220,000 100,295,000 62,075,000 162
Richmond .......... 16,730,000 56,576,000 39,846,000 238
North Carolina ..... 18,865,000 62,459,000 43,594,000 231
South Carolina ..... 13,724,000 42,082,000 28,358,000 207
Capital, Surplus and Undivided Profits.
NATIONAL BANKS IN THE WHOLE COUNTRY.
1902 1913 Increase Per Cent.
$1,201,000,000 $2,046,000,000 $845,000,000 70
NATIONAL BANKS IN THE FIFTH DISTRICT.
1902 1913 Increase Per Cent.
Marvinndssie s 9 o $ 7,474,000 $10,277,000 $ 2,803,000 38
Baltimore .......... 20,415,000 21,901,000 1,486,000 7.3
Washington ........ 5,111,000 11,855,000 6,744,000 132
Distriet of Columbia 577,000 679,000 102,000 18
West Virginia (all).. 6,792,000 17,908,000 11,116,000 163
VP T ITT e o 8,238,000 22,396,000 14,158,000 172
Richmond .......... 3,725,000 10,365,000 6,640,000 178
North Carolina ..... 5,021,000 12,988,000 7,967,000 158
South Carolina ..... 3,436,000 9,883,000 6,447,000 188
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CoMBINED STATEMENT OF NATIONAL BANKS AND ST ATE BANKS OF THE

CountrY, As Crasstriep 1N THE CoMPTROLLER’S REPORT, SHOWING
Rarro or GrowrH 1N COMPARISON WITH BANKS OF THE OTH
DisrricT From 1902 1o 1913.

Aggregate Resources.

NATIONAL AND STATE BANKS OF THE WHOLE COUNTRY.

1902 1913 Increase  Per cent.
$8,423,000,000 $15,180,000,000 $6,757,000,000 80

NATIONAL AND STATE BANKS OF THE FIFTH DISTRICT.

Maryland (includ-

ing Baltimore). $123,613,000 $199,525,000 $ 75,912,000 61
West Virginia (all) 73,454,000 153,766,000 80,312,000 109
Virginia, (includ-

ing Richmond). 94,728,000 218,211,000 123,483,000 130
North Carolina .. 33,322,000 117,316,000 83,994,000 252
South Carolina .. 28,138,000 95,185,000 67,047,000 238

With respect to the wishes of the banks of the district as to the

location of the Reserve City, Baltimore is satisfied neither that the
decision be left to the banks nor to the Organization Committee.

and

On page 83 of the Baltimore Brief the following appears:

“With respect to the division of the country into distriets
and the designation of Federal Reserve Cities, the act leaves
nothing Whatevor to the decision or vote of the member banks.
On tho contrary, it leaves the matter to be determined by the
Committee and’ tlw Federal Reserve Board, with due 1eoa1d to
the ml%fomalv course of business and Wlt]lOllt regard to State
lines.’

on page 87, the following appears:

““The ‘one bank one vote’ method, which Congress refrained
from applying to the designation of Fo<lera] Reserve Cities, but
which the Committee plofesses so to have applied in the flfth
distriet, not only subordinates the interests of the country as a
whole to 10( :al interests, but also subordinates to the wishes of the
bankers in the distriet (i. e., the national bank officers and
directors) the wishes of the owners of the banks (i. e. the
stockholders) and the customers, (i. e., the general commercial,
industrial and agricultural public which deals with the banks).



igitized for FRASER
tp://fraser.stlouisfed.org

14

The Committee itself, however, has not really been governed
to any substantial extent by the votes of the member banks either
in dividing the districts or in designating the reserve cities.”’

In presenting the claims of Baltimore before the Organization
Committee at the hearing at Washington, Mr. Waldo Newcomber took
a different view of the value of the opinions of the banks in the distriet
concerned, as did Mr. Ingle who followed him on the stand. Great
importance was then attached to the views of bankers and merchants
in the argument made before the Organization Committee, and ten and
one-half of the fifteen pages of the Brief, afterwards printed in the
record, is taken up with extracts from letters from merchants and
bankers from Virginia, North and South Carolina, Georgia, Alabama,
West Virginia, and points as far west as Ohio, Illinois, Missouri, and
northwest to Minnesota.

Mr. Newcomber testified :

‘“We have had a large number of letters sent to us, and within
as brief a time as a week ago today we sent out letters asking the
different banks and merchants in the South whether they cared
to express a preference for Baltimore. We have with us, actually
filed with our Secretary, some ten hundred and fifty letters which
are entirely irrespective of a very large number received from
various banks which have not been sent to the Secretary of the
Association, and whieh I personally know amount to four or five
hundred more, and they are coming in at the rate of one hundred
and one hundred and fifty a day. I just want to mention the fact,
which I think is interesting, that of the ten hundred and fifty-two
letters filed with the Secretary of the Association, seven hundred
and fifty-two express a decided preference for Baltimore as their
first choice, and two hundred and eighty-two state that they have
committeed themselves to some town in their locality, presumably
for patriotic reasons, and if they cannot get it there they would
like to see it in Baltimore.”’

Mr. Ingle, following Mr. Newcomber on the stand, went at great
length into the preference that had been expressed by various com-
munities from Florida on the south to Maryland on the north for
Baltimore as a Federal Reserve Bank.

As long as Baltimore thought the bankers and merchants preferred
her, it was a convincing reason why she should be named, but when
the duly authorized agents of the banks and banking associations of
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these States spoke, and after the poll had been taken by the Federal
Reserve Board, the preference of bankers is no longer worth consider-
ing, and their choice, which Baltimore had striven unsuccessfully to
gain, is belittled, and declared to be of a ‘‘sentimental character, and
evoked by campaigning methods.”’

Baltimore contends that she is nearer, in point of time, to the
greatest volume of national bank resources in the fifth district, and
gives the result of computations to prove this in Appendix B, Page 121
of the Brief.

We have been unable in the time at our disposal to test the aceuracy
of these tabulations except in one or two instances, which do not agree
with the information at our command.

The principle upon which the final result is computed we believe
to be wholly fallacious.

In considering which of two places is nearer to the centre of
resources of a distriet with the purpose of determining which is more
conveniently located with reference to the rest of the distriet, it would
appear that the resources of each city itself, in turn, should be excluded
from the computation.

In other words, the issue would properly seem to be whether
Baltimore is nearer to the centre of resources of the rest of the terri-
tory including Richmond, or whether Richmond is more accessible to
the rest of the territory, including Baltimore.

The Brief for Baltimore, however, takes into account Baltimore’s
proximity to her own resources, which are placed at zero in point of
time, and while the same rule is applied to Richmond, Baltimore’s
whole resources being larger than those of Richmond, apparently turn
the scale in her favor.

Deducting in the case of each city the resources of that city, which
obviously is the correct method, would reverse the result.

Baltimore would then stand, according to her tabulation, at some
average point of time between one-half hour and thirty-four and one-
half hours within reach of $453,000,000 resources, while Richmond
would within the same time be in reach of $516,000,000.

Again,— Richmond is within 14 hour to 1414 hours of $473,000,000
resources, while Baltimore can reach only $380,000,000 resources within
these periods.
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On the other hand, when it comes to distant points, Baltimore is
1514 to 3414 hours from $72,000,000 resources, while Richmond is thus
distant from only $42,000,000 resources.

The mean distance (hours) of Richmond from $122,000,000
resources which must take in Baltimore is stated by Baltimore as 514
hours, and her distance from $66,000,000 resources which must include
the District of Columbia, is set down at 414 hours.

The actunal average time of six trains daily carrying mail from
Richmond to Washington is three hours seven minutes. This is an
error in computation on the part of Baltimore of one hour and twenty-
three minutes, or 44 per cent.

In the case of Baltimore, apparently 514 hours mean distance
in the tables, taking the time from Washington to Baltimore at one
hour thirty minutes, as given by Baltimore, the actual average time
from Richmond to Baltimore would appear to be four hours thirty-
seven minutes, an apparent error on the part of Baltimore of 53
minutes, or 19 per cent. These corrections would operate on at least
$170,000,000 resources in favor of Richmond against $561,000,000 in
favor of Baltimore.

In the same manner Baltimore lays claim to being nearer than
Richmond to $18,000,000 national bank resources in Virginia, but
gives Richmond a closer proximity to $30,000,000 national bank
resources in West Virginia, and of course to all the bank resources
of North and South Carolina,—Appendix A.

These tabulations comprise 17 pages of the Baltimore Brief, and
are therefore treated here at length because of the importance which
is apparently attached to them.

In their bearing upon the questions at issue these tables, even if
correct, and not arbitrary and fallacious in method of computation,
are mot comparable in value to the statements presented by us
indicating the distribution of bank resources by States of the distriet,
the number of institutions, comparisons in growth, area, population,
material resources, ete., and the relative position of Baltimore and
Richmond to all these factors.

In this connection, the Brief for Baltimore, page 51, makes this
surprising statement:
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“Practically the whole distriet being within one business day
of either Baltimore or Richmond, the question of distance
obviously becomes immaterial.”’

“The exact hour in the day at which a mail transaction is
consummated is unimportant.”’

It is well known among bankers that if mail arrives, or transactions
are consummated after Clearing-House hours, which usually occur early
in the day, it means the frequent loss of a banking day.

The mean distances, measured in time, in the Baltimore tables,
cannot, therefore, be given the value assigned them. The hours of
arrival of mails enter into the question in a vital way.

The overwhelming volume of hank mail is dispatched after banking
hours, and in the case of the smaller banks particularly, usually at a
very late hour in the day.

A difference of a very few hours in the arrival of mail at any
point will and does often make the difference of a banking day.

The course of the mails is not alone to be considered in this con-
nection, for it is to be assumed that representatives of the member
banks will be compelled in the ordinary course of business to make
frequent visits to the Reserve Bank. It would be a matter of great
consequence to many bankers to lose the ten hours of time between
Richmond and Baltimore and return. Upon the point of convenience
and time in consummating bank transactions, we respectfully refer to
the testimony of the witnesses from North and South Carolina at the
hearing before the Organization Committee in Washington, to which
reference is made, in another connection, hereafter. Reference is also
made to the two maps accompanying this Brief, one showing the centre
of the national bank resources, the centre of production and the centre
of population of District No. 5, and the other the mail advantages of

"~ Richmond over Baltimore.

Having due regard, therefore, to the convenience of those who
transact the business, as well as to the customary course of business,
we maintain that Richmond is the most convenient and suitable place
for the Reserve Bank of District No. 5.

On page 16 of the Baltimore Brief the statement is made that
““Richmond has no exports or imports at all,”’ and on page 74 the
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statement is made that Baltimore ‘‘creates foreign exchange from the
export of grain and similar products alone amounting to over
$40,000,000,”” and reference back to page 16 is made.

The inference appears to us to be made that Richmond handles
no foreign exchange. While there is no direct evidence in the record
on this point as to Richmond, we could, if permitted, readily present
evidence to show that a very large volume of business is transacted in
Richmond which creates foreign exchange, which exchange is now
being handled by Richmond member banks.

This foreign exchange is relied upon to furnish a considerable part
of the business of the Reserve Bank, if located in Baltimore.

Practically all of the foreign exchange made in Baltimore, as
testified by witnesses at the Washington hearing, page 787, is sold in
New York, where it can continue to be sold.

Among other inaccurate statements in the Baltimore Brief there
are two under the heading ‘‘ Agriculture,’’ pages 8 and 9. These give
statistics not in the record. In refuting these statements without
violating the rules laid down by this honorable body, we refer to a
letter from Smyth Bros.-McCleary-MeClellan Co., submitted with
hundreds of other documents accompanying the Brief for Richmond,
a part of the record, showing that of two items, horses and mules, in
which she is eredited by Baltimore with no business, Richmond handles
more in a month than Baltimore handles in a year.

With reference to Richmond as a distributing point involving
railroad communications, we respectfully refer to page 17 of the
Richmond Brief showing the selection of Richmond as the best
distributing point on the Atlantiec Seaboard next to New York.

This brings us to one of the most important factors in determining
the supremacy of any city in a given district,—the matter of freight
rates.

Mr. Waldo Newcomber, at the hearing in Washington, made the
following statement:

“Baltimore is unequalled among the eastern and southern
cities of the country. Freight rates are the prime factors in the
purchase and sale of commodities, and in shaping the normal flow
of trade in commercial and manufacturing centres enjoying the
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advantages of freight rates lower than those established. - * * *
Lower freight rates are granted Baltimore, not arbitrarily, but by
virtue of her position in the apex of that favoring curve of the
Atlantiec Coast which reduces to a material extent the distances to
and from other eastern parts.”” Pages 721 and 722 of testimony
taken before the Organization Committee.

In a statement prepared by Mr. W. T. Reed, President of the
Chamber of Commerce, of Richmond, filed as part of the Brief on
behalf of the Committee representing Richmond before the Organiza-
tion Committee, the following appears:

“The railroads serving the above-mentioned territory years
ago recognized Richmond as the proper distributing point, and the
above as the natural territory to Richmond, owing to the fact that
they were enabled to give quick service, and from one to four days
quicker delivery than Baltimore, or any city north of us. In view
of this fact the rates into this territory were fixed at an average
approximately of thirteen per cent. lower than Baltimore. The
average first-class rate in the territory designated by the railroads
as the natural territory to Richmond is 75.2 cents per hundred
pounds, while the average first-class rate to the same territory
from Baltimore is 86.4 cents per hundred pounds, giving Richmond
as advantage on the first-class rate of 11.2 cents per hundred
pounds, or approximately 13 per cent. This relative proportion
in favor of Richmond applies to class and commodity rates, and,
in some instances it is greater in favor of Richmond.”’

We also refer to the map, page 41, of the Richmond Brief, showing
Richmond’s ‘‘Preferential Freight Rate Territory,”’ embracing the
greater portion of the area now in the fifth district.

It is significant that in the Brief filed on behalf of the citizens of
Baltimore no further mention is made of the fact that ‘‘Freight rates
are prime factors in the purchase and sale of commodities, and in
shaping the normal flow of trade.”” 1In this respect, therefore,
Baltimore must be considered as having abandoned her claim.

The Brief of Baltimore makes the repeated statement that
Richmond recognized the preeminence of Baltimore in any territory
including both cities, page 26 of the Brief, and that ‘“others from
Richmond itself evidently realized that Baltimore is the natural capital
of any distriet in which Maryland is the most northern State.”” Page
58 of Brief.
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The letter of the Richmond Committee, transmitting its Brief to
the Reserve Bank Organization Committee, clearly sets forth Rich-
mond’s position as to the inclusion of Baltimore and Maryland in the
district. This letter, doubtless through oversight, is not printed in the
record and it is, therefore, appended to this Brief.

Again, it is claimed that the banks of the district in voting did not
understand that the district to be determined upon might include Bal-
timore as well as Richmond.

For a complete refutation of these unfounded claims, we respect-
fully refer this honorable body to the Brief filed on behalf of the North
Carolina Bankers’ Association, by George A. Holderness, president,
page 315 of the record, laid before the Senate by the Reserve Bank
Organization Committee, to the testimony of various witnesses who
appeared before the Reserve Bank Organization Committee at Wash-
ington and to the poll of votes on page 46 of the Richmond Brief. The
following are extracts taken from the Brief of North Carolina:

““When before the Committee in Washington on the fifteenth
of January, Mr. J. W. Norwood, of Greenville, S. C., and Mr. R. G.
Rhett, of Columbia, S. C., stated that Maryland should be added
to the distriet outlined by the Richmond Committee, and from
further study of the question it appears that this should be done,
as well as all of West Virginia. And it is believed that this can be
done without in any way interfering with the natural territory of
any other distriet, since it appears to us that the North Atlantic
States should be divided as follows:

““Maine, New Hampshire, Vermont, Massachusetts, Rhode
Island, and the eastern part of Connecticut, with Boston as the
Reserve City.

“New York, western Connecticut, northern New Jersey, with
New York as the Reserve City.

“Pennsylvania, southern New Jersey, and Delaware with
Philadelphia as the Reserve City.

“This leaves Maryland in the nature of a ‘floater.’

“With this added territory our distriet would embrace the
following States: Maryland, Virginia, West Virginia, North
Clarolina, South Carolina, Georgia, Florida, the eastern part of
Tennessee, the eastern part of eastern Kentucky, and the Distriet
of Columbia. This territory, with its diversified interests and
banking capital, would be entirely independent and amply self-
sustaining under not only normal conditions, but under almost any
conditions.
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“‘Now, with this territory fixed upon, the next question is which
' city within this territory could best serve the whole territory. On
this point we respectfully submit that Richmond is unquestionably
the city. Ninety-one per cent. of the banks in North Carolina,
including all of the national banks except six, have already
expressed themselves in favor of Richmond, and the banks so
desiring Richmond represent 89 per cent. of the capital, surplus
and profits of all the banks in North Carolina, and 98 per cent. of
their deposits. Of the said 91 per cent. of the banks voting for
Richmond, 373 of them are expressly for Richmond as first choice,
and the balance of 69 (except three for Baltimore) are equivalent
to a first choice, as they name Charlotte or blank as their first
choice.

““Not one of the North Carolina banks has expressed a first
preference for Atlanta or Washington, and only three for
Baltimore. South Carolina has expressed its preference for
Richmond almost as strongly as North Carolina, and has given
Atlanta only two first choice votes and Baltimore one.

“‘The States of Virginia, North Carolina and South Carolina,

Q® with national banking capital and surplus of $48,000,000, are as
unanimous for Richmond as the saine number of institutions can
be for any one thing. * * *

‘¢ As stated by Colonel Bruton when before you in Washington,
it is important to have a sufficient amount of currency within easy
reach of the tobacco, cotton and peanut sections of North Carolina,
and this may be said of South Carolina and the more distant
southern points. As shown by the time-table filed with the
Richmond Brief, currency wired for from Richmond in the
evening can reach the greater portions of this territory by business
hours the next morning.

“Richmond, as stated by Mr. Norwood when before you in
Washington, is practically one business day nearer the majority
of this territory than Baltimore is.’’

Witnesses appearing before the Reserve Bank Organization Com-
mittee at Washington testified as follows:

Mr. Geo. A. Holderness, of Tarboro, N. C.:

Secretary of the Treasury: ‘I may have missed something
you said while I was reading. Is it your observation that the
course of trade is with Richmond, instead of Baltimore??’’

Mr. Holderness: ‘‘Absolutely, sir. About twenty years ago
I was a traveling man from Baltimore. I noticed that there were
a great many lines of goods that Baltimore sold at that time
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almost entirely. Now they have no representative in that line.
Heavy groceries, heavy drygoods and domestics. Richmond has
almost shut them out.”’

Mr. J. Elwood Cox, of High Point, North Carolina, testified :

“I think Richmond is the only city that could be familiar with
the three great lines in North Carolina,—cotton, peanuts, and
tobacco.”’

He testified further:

“T simply want to emphasize the fact that the bankers of
North Carolina, as I see it, very much prefer Richmond, because
all of our trade, or practically all of it, is with Richmond. We have
accounts with other northern cities, but 95 per cent. of the banks
of North Carolina, I think, keep accounts with Richmond. I doubt
if 25 per cent. keep accounts with Baltimore.”’

Secretary of the Treasury: ‘‘To what extent would you have
to keep accounts with otlior cities assuming that Richmond was the
Reserve Bank of this distriet? To what extent, after the establish-
ment of such a bank, would you have to keep balances in other
cities, like New York, Philadelphia and Baltimore?”’

Mr. Cox: ‘‘Naturally we would keep some in New York.”’

Col. John F. Bruton, of Wilson, N. C., testified:

““Our banks in the eastern part of the State deal almost
exclusively with the producers, the farmers, and speaking for
Wilson, N. C., Rocky Mount, Kinston, Greenville, and two or three
other points, we handle quite a large volume of tobacco, and have
to pay for a great deal of it with money—currency— and on that
account a convenient point from which to get the currency is
extremely important with us. If we cannot get the currency it
would close up our institutions and destroy our markets. For
that reason our people are intense in their desire to have their
Regional Reserve Bank located in Richmond.’’

Secretary of the Treasury: ‘“Where do you get most of your
currency now?’”’

Mr. Bruton: ‘“We get it from Richmond and Norfolk.”” * * *

Secretary of Agriculture: ‘‘Is it your impression that the
business in North Carolina, the banking business, is related to
Richmond more than to any other place?’’
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Mr. Bruton: ‘‘Yes, sir, I feel so, Mr. Secretary, and I feel
like we would be a little away from home to take us to Baltimore.”’

Mr. J. C. Brown, of Raleigh, N. C., testified:

“T came really representing the State of North Carolina
rather than Raleigh, Mr. Secretary. * * * The best I can do, I
think, is to reaffirm what has already been stated about Richmond,
its ideal location, midway between the North and South, and its
intimate relations with both sections. The fact that Richmond,
already known to our people, knows their needs, knows the condi-
tion of our crops, knows the character of our people, so that there
need be no delay, not only in the shipping of currency back to us,
but in the passing on our paper. They are thoroughly familiar with
that because they have been lending money to North Carolina for
a long time, and we believe that they would be able to serve our
people more advantageously than any other point which could be
named.”’

We feel that in no way can our Brief be better strengthened than
by annexing to it the statement made by the Reserve Bank Organization
Committee, accompanying its designation of the Federal Reserve
Districts and the Federal Reserve Banks, so far as it deals with the
fifth distriet.

It is earnestly maintained that the decision of the Reserve Bank
Organization Committee is in accordance with the terms and spirit of
the act, and is sustained by the record, and that its decision should be
affirmed by this Board.

Tae First NaTiovaL BANK,

Tae MercHANTS NATIONAL BANK,

Tar PranTters NarioNan Bank,

T Arin N B i Members of the
HE MERICAN ATIONAL ANI&, Federal Reserve Bank

Tae NarionaL State anp Crry Bank, of Richmond

Tue CentTrAL NATIONAL BANK, of g‘?de_ml NReserve

Tae Broapway NaTioNAL BaNk, ATIESNC. .

Trae MancHESTER NATIONAL BANK,

Tue Savinegs BaANk oF Ricamon,

Erpa Huxntox, Jr.,
and
LecH R. PaAcE,
Counsel of Respondents.
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From THE STATEMENT oF THE RESERVE BANK OreaNizaTioN COMMITTEE
Rerarive To 1rs Deciston oF AprinL 2p, 1914, Page 367 or REPoRT '
SUBMITTED TO THE SENATE.

““National Bank Statistics.

“For States of Texas, Virginia, Maryland, Georgia, Louisiana and
Mississippi as of March 4, 1914, according to sworn reports made to

the Comptroller of the Currency : Area Population
sq. miles.  Census 1910.
Texas, including Dallas.......... 265,780 3,896,542
Virginia, including Richmond.... 42450 2,061,612
Maryland, including Baltimore... 12,210 1,295,346
Georgia, including Atlanta....... 59,475 2,609,121
Louisiana, including New Orleans 48,720 1,656,388
MisRISSI Pt e e T 46,810 1,787,114
Capital and Individual  Loans and 0
Surplus. Deposits. Discounts.

State of Texas, including

Dallas. iivesarinsiia: sion $76,785,084 $197,663,338 $215,114,326
Virginia, including Richmond 29,732,696 90,887,858 107,410,063
Maryland, including Balti-

IO G s e A b s, A Sk e 28,267,876 83,217,876 91,136,942
Georgia, including Atlanta... 24,479,345 51,382,061 61,852,579
Louisiana, including New Or-

LE i e e SO P 12,128,866 32,000,521 34,804,354
M IREIBEIDDIE. S S v R 5,168,192 17,045,324 18,669,200

“From the above statement it will be seen that in each item, capital
and surplus, individual deposits, and loans and discounts, the national
banks of Virginia, including Richmond, largely surpass the national
banks of Maryland, including Baltimore.

““The capital and surplus of the national banks of the State of Vir-
ginia are 60 per cent. greater than the capital and surplus of the na-
tional banks of the States of Louisiana and Mississippi combined,
including the city of New Orleans, while the loans and discounts by the
national banks of Virginia are more than three times as great as the
loans and discounts in the national banks of Louisiana, including New
Orleans.
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‘““While the capital and surplus of the national banks of Georgia
7’ largely exceed the combined capital and surplus of the national banks
of the States of both Mississippi and Louisiana, the loans and discounts
made by the national banks of Georgia exceed by $13,000,000 the loans
and discounts of all the national banks of Louisiana and Mississippi
combined, including the city of New Orleans.

““The capital and surplus of the national banks of Texas amount to
four times as much as the capital and surplus of the national banks of
the States of Louisiana and Mississippi combined, and the individual
deposits in the national banks of Texas also amount to about four times
as much as the individual deposits of all the national banks in Louisi-
ana and Mississippi, the only States from which New Orleans received
as much as half a dozen votes as first choice as the location for a Fed-
eral Reserve Bank.

“In the poll of banks made directly by the Comptroller’s office,

Richmond received more first choice ballots than any other city in the

‘ distriet—167, against 128 for Baltimore, 35 for Pittsburg, 28 for Colum-
bia, S. C., 37 for Cincinnati, and 25 for Washington. Of the remaining
21, 19 were for Charlotte, N. C., and 2 for New York. Leaving out the
States of Maryland and Virginia, Richmond received from the rest of
the district three times as many first choice votes as were cast for
Baltimore.

“District No. 5 is composed of the States of Maryland, Virginia,
West Virginia (except four counties), North and South Carolina, and
the District of Columbia. These States have always been closely bound
together commercially and financially, and their business dealings
are large and intimate. The reports made to the Comptroller of the
Currency on March 4, 1914, by all the national banks in each of these
States show in every essential respect that the business of the national
banks of Virginia, including Richmond, is greater than the national
banks of Maryland, including Baltimore, or any other of the five States
embraced in District No. 5, as appears in the following table:
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Capital, Surplus and Loans and Total Individ-
Undivided Profits. Discounts. ual Deposits.

VAPOTT S A, s iin s o vals $33,544,631 $107,410,063 $90,887,858
Marylandes, % h s Ve 32,390,057 91,326,942 83,217,376
West Virginin o co.oheens 18,209,326 56,789,538 61,421,332
North Carolina .......... 13,527,086 44,051,033 36,051,154
South Carolina .......... 10,332,439 28,860,456 23,330,916
District of Columbia...... 12,685,411 26,253,432 29,520,053

““Advocates of New Orleans have criticized the decision of the
Organization Committee, and have given out comparative figures as to
New Orleans, Richmond, and other cities which are incorrect and mis-
leading. An analysis and study of the actual figures will be found
instructive and can lend no support to the claims of New Orleans.

““From the sworn special reports recently submitted to the Comp-
troller of the Currency, it appears that the national banks in Richmond
were lending in the thirteen Southern States, on January 13, 1914, more
money than was being loaned in those States by the national banks of
any other city in the country except New York. The total loans and
discounts in the thirteen Southern States by the four cities referred to
are as follows:

€ e W et e A $33,473,000
BHIUTHOTE w . s ey e s s i st o i 6,891,000
NewiOrlaangs o e b D, S seies, 19,477,000
WARNIT ETO N, o i o el s o e e 915,000

“The figures also show that in those portions of District No. 5, out-
side of the States of Virginia and Maryland, the Richmond national
banks are lending twice as muech money as all the national banks in
Baltimore and Washington combined. They also show that, although
Richmond is not a reserve city, the banks and trust companies in the
thirteen Southern States had on deposit in the national banks in Rich-
mond on February 14, 1914, $9,876,000, or slightly more than the banks
in this section had on deposit in the city of Baltimore, and four times
as much as they carried in Washington, although these two cities have
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long enjoyed the benefits of being reserve cities. That southern banks
should carry larger balances in Richmond, where they could not be
counted in their reserves, rather than in Baltimore or Washington,
where they could be counted, is suggestive.

“The figures show that the capital and surplus of all reporting
banks—national, State and savings and trust companies—per capita
in Richmond as of June 4, 1913, was $131; in Baltimore, $85; in Wash-
ington, $88, and in New Orleans, $60, while the loans and discounts
made by all banks and trust companies in Richmond, on the same date,
amounted to $393 per capita, against $190 in Washington, $213 in Bal-
timore, and $194 in New Orleans.

“The amount of money which banks and trust companies in the
various parts of the country carried on deposit with Richmond—a non-
reserve city—on February 14, 1914, amounted to $10,970,000, or nearly
twice as much as the balances carried by outside banks with the na-
tional banks of Washington, which on the same day amounted to $5,-
516,000, and one and a half times as much as they carried on the same
day with the national banks of New Orleans, a reserve city.

“The statisties furnished the Organization Committee shows that
on March 4, 1914, the capital and surplus of the national banks of Rich-
mond, per capita, amounted to more than twice as much as the capital
and surplus, per capita, of the national banks of either Baltimore or
Washington, and three and a half times as much as New Orleans, while
the individual deposits of the national banks of Richmond amounted to
$201 per capita, against $86 for Washington, and $76 for Baltimore,
and $50 for New Orleans. The loans and discounts in the national
banks of Richmond on the same day were reported at $279 per capita,
against $77 for Washington, and $108 for Baltimore, and $51 for New
Orleans.

“Especially significant are the following statistics showing the
growth in capital and surplus, loans and discounts and individual de-
posits of national banks in the three cities named:

Capital and Surplus.

September, March, Inecrease

1904. 1914.  Per Cent.
TEATSuaaovaTs LS R S I B $ 3,115,000 $ 9,914,392 199
VA BIDE EDN e o S S e % 6,215,000 11,365,000 83
B AIGAIOTe N o o5 e s 18,262,900 19,205,900 )
N EWROTLORNE s 7 o oo hive s Sk s 6,250,000 6,773,000 8
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Loans and Discounts.

Liotaliaaatayita g = A COPEaI N o $12,946,000 $35,593,000 175 ‘
Washington ................. 15,018,000 95,405,000 69
B N OroRSN = o e mrane . i 48,755,000 60,312,000 23
New (OFIGaNS ot o4 U bl 20,088,000 17,285,000 13
Individual Deposits.
Taibal gt e s SRS B IRS Pis $11,257,000 $25,705,000 128
W aSIIFEOn) wel s vt 0T L 20,017,000 28,491,000 42
BaHIIOPE S, soli ot oo i s 40,910,000 42,553,000 4
NowlOrleansiun o m il civ 19,425,000 16,857,000 *13

““In other words, the figures show that the national banks of
Richmond were lending on March 4, 1914, twice as much money as all
the national banks in the City of New Orleans, and 40 per cent. more
than all the national banks in Washington.
““In the original decision of the Committee the various economic ‘
and other factors which entered into and determined the Committee’s
action were enumerated and need not be repeated here. This state-
ment is made for the purpose of disclosing some of the details which
influenced the Committee’s findings.”’

*  Decrease.
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COMMITTEE ON LOCATING FEDERAL
RESERVE BANK IN RICHMOND

Ricumoxp, Va., February 17, 1914.
COPY.

Honorable Reserve Bank Organization Committee,
Washington, D. C.

Sirs: We respectfully transmit to you herewith our argument for
a certain territory as a Reserve Distriet with Richmond as the location
of a Federal Reserve Bank.

In preparing our brief it has been our purpose to outline a well
defined natural division of country as a logical zone requiring few
branch banks, which we hold to be desirable.

We are fully aware that the location of the Federal Reserve Banks
demands consideration of the various zones in their relation to each
other, and that final determination must be in the interest of the coun-
try as a whole, and that in respect to the situation as a whole, the
Committee is now in possession of more complete information and a
fuller comprehension than we can possibly have. Therefore, we recog-
nize that this consideration may involve some modification or enlarge-
ment of the zone which we have presented, and that it is the problem
and the province of the Committee to make such adjustments. But we
are convinced that no zone can be formed having the headquarters of a
bank in the South Atlantic States which does not include all or a large
part of the proposed territory.

We also believe that it must and will be recognized that the Fed-
eral Reserve System is essentially a branch banking system, with sev-
eral heads instead of ome, the whole co-ordinated by the Federal
Reserve Board, a fact which apparently is not generally or fully under-
stood at the present time.
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The law demands a territorial distribution of the parent banks,
and the exigencies of the situation will necessarily leave many impor-
tant sections, and many important cities in those sections, to be served
by branch banks. '

We have, as we believe, conclusively shown that Richmond can
best serve the whole zone mapped out by us better than any other city
in it or any city north of it, and that Richmond is the decided choice
of the banks in the larger portion of this zone.

It would not impair the integrity of our argument to have certain
territory added to it either at the north or at the south.

It is difficult, we believe, to establish a strong zone in the South
outside of the zone we have mapped out, with due regard to conveni-
ence and trade relations, and yet the South is such a rapidly developing
section that within a few years, if not at present, it can justly claim and
its interests may demand another Federal Bank.

The State of Alabama, with its iron and steel interests, must within
a few years become second onlv to Pennsylvania in those industries.

The northern half of West Virginia, the District of Columbia, and
Maryland might, we believe, with benefit and in the general interest be
included in the zone, to be served by a branch bank in Baltimore, since
the Baltimore & Ohio Railroad ties that section intimately with Balti-
more, just as the railroads in the zone presented tie together the States
in that zone.

Transactions of banks in that section with the parent bank might
be carried on entirely through the Baltimore Branch, which could, be-
yond question, serve that city and section with complete efficiency and
to advantage, although the whole section is within twelve hours’ com-
munication with Richmond.

The zone as a whole would, of course, be greatly strengthened
financially.

About $3,000,000 of capital and $9,000,000 in deposits would be
added to the Federal Bank.

The banks in the entire zone mapped out by us would, we believe,
be overwhelmingly in favor of it, with Richmond as the location of the
TFederal Reserve Bank.
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Part of the minority of banks in the zone which did not vote for
Richmond appeared to favor Baltimore only because they believed that
the inclusion of that region would strengthen the zone financially, while
they recognized the superior advantages and convenience of Richmond
as a location, and the more intimate and extensive relation of Richmond
to the zone, Richmond also having the great additional advantage of
being one banking day nearer to a large majority of the banks in the
zone, an economic consideration in itself of such importance as to be
conclusive.

Respectfully submitted,
GEorGE J. SEAY,
In behalf of the Committee
representing Richmond.
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MAP
SHOWING LOCATION OF

BANKS CARRYING ACCOUNTS
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RICHMOND BANKS AND TRUST COMPANIES
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Richmond

Columbia

Atlanta

Savannah

Charlotte

Birmingham

Baltimore

Washington

Cincinnati

Louisville

Jacksonville

Nashville

Pittsburg

RICHMOND POLL OF BANKS

46

Choice | Va. | N.C.!| 8.C. |W.Va./Tenn. | Ky. | Ga ; I'la Totals
1
Ist 415 373 82 49 254 (FNRE 4 4 952
2d 3 09 122 20 10 7 50 12 305 ; 1335
Nhe T 3 | M | w47 | 12 5 78]
st Lo o T e | et s, L O 02
T ¢ I g = =0 S B ST e R 9+ 111
21y Rl o S| SR R o e B 1| MO B g o B TR, A
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2d 8 : SO e T lciass 22 8 49 163
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CAPITAL, SURPLUS, PROFITS AND DEPOSITS OF BANKS
VOTING FOR RICHMOND

Surplus and
Profits

$23,151,500

8 7,844,000
1,252,000

$ 2,966,000
2,753,800
$§ 278,000
3,482 200
653,000

b 74,000
586,000
262,000

$ 1,641,000
1,859,000
35,000

§ 423,300
234,000
359,000

$ 118,000

3,113,372

$52,085,172

STATE ; Choice Capital
\
Virginia Ist $30,041,097
North Carolina Ist $14,542,770
2d 2,203,100
South Carolina Ist $ 4,909,800
2d 5,269,714
Gieorgia 1st $ 730,300
2d 5,334,900
3d 570,000
Florida Ist $ 320,000
2d 1,895,000
3d 245,000
West Virginia Ist 8 2,561,000
(16 Cos.) 2d 2,909,175
3d 350,000
Tennessee Ist S 908,350
(10 Cos.) 2d 547,500
3d 1,075,000
Kentucky 2d S 450,000
(35 Cos.) 3d 5,725,000
Total $80,587,706
Total Capital, Surplus and Profits
(O a1 NI e DOSTHE ARG Sl Set e Rae- S R o) 7 s S i |

Deposits

$163,645,126
$ 81,996,650
8,190,000
$ 18,743,000
8,058,000

b 538,000
19,147,500
1,412,000

$ 1,690,000
5,676,000
2,353,000

$ 4,084,000
12,775,000

597,000

$ 6,041,000
2,379,000
5,664,000

$ 1,502,000
17,140,000

$361,631,276

$132,672,878
361,631,276
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