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Hotes on Recommendations of the 0. ¥. I.

~¥ PILES SRCPION )

1/5/25 Deoision to sell securities to prevent undue emse in money
conditions as far ss could be doné without disorganising the mer- %,
\

ket by commnication with members of the Committee. (p.27)

1/9/256 Committee voted to stand roady to maks further salea ae
sormed nooessary to prevent undue e&s6 In the merket. (p.27)

2/25/26 0. M. I. C. in joint meeting with Board suggested selling

securities to bring the S. 1. account down to 200,000,000 in or-

der to prevent uadue ease 1la case of oontinued flow of funds to
K. Yo 4nticipated heavy spring demands for funds and prodbadle
large gold exports seemod to indicate the necessity of an early
review of the situation.

The Board 0ok no sction om the proposed program but the ex-

pressad views of individual members were not oontrery.

4/6/25 Committee voted, “under authority now vested 1m 1t",* to

inorease its holdine 0 ae and when

the mariket conditions warrant in view of gold movementa.

5/21/25 The minutes of the April 30th meeting of the 0. M. I. C.

(at which emly readjlusting rtioments in the aoccount was con-
sidered] wore submitted to Board, who voted that the Committee

be advised that (1) it was noted that hases had deen made
as proposed on 4/6/25, and (2] that MeTore making purchases to
increase the sgerogate of the account the propossl be sadmitted
for Board oconsideration.

5/29/26 The Board voted to approve request of 0. M. I. C. to
meke purchases replacing $16,000,000 of #31,000,000 held in the
account maturing Jume 1, 1925, the remaiaing £16,000,000 to be
puarchased after that date. '

6/24/25 The 0. M. 1. 0. voted to (1) aithorize sale to Bank of

LZngland of Treasury certificates maturing Sept. 15, 1925 in amount
of 32,000,000, and further sales up to the total holdincs of this

maturity amounting to $5,000,000, the purpose being to prevent
employment in the ¥. Y. market of a balance obtained by the Bank
of England through purchase of gold from another foreign bank,
and to prevent employment of any further dalance that ths dank
might aoquires (2) to sell $10,000,000 of Third Liderty Loan

AN
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| Note 7: 9/22/25 The Committee report, which made recommendations regarding

}
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the distridution of scceptance snd soourity holdins, sugpested
that tho situation called for a caroful oonsideration of the dis-
count rate position rather than open market operations.

At a meeting of the Board, Sept. 29, 1929, tho desiradility
of making sales from the 3. I. sccount to be followed by an in-
orease in the H. Y. discount rete wae discussed. It appeared
that most of those present wore not in agreement with this proposed
action.

11/2/26 The Committee's report to the Governors Conferense recem-

mended that the account be maintained at its present size in or-
der to de prepared to deal with any emergency situation, and sup-
gested that the next step should consist of chances in discount
rates rather than opem-markot holdings.

11/23/26 ‘The Boerd approved in gencral the report of 11/2/26
but advised that 1t desired an immediate meeting "to consider -
whother changed conditions did not make a chasge in the open
market policy *** dosirable™. It slso voted that the question
of allowing Dece 15 maturities of Govermment securities to run
off without replacement dbe reforred to the Committeo.

12/1/25 At a Joint meeting of the Board and O. M. . C. it vas de~-

cided that the (338,000,000 of Treasary certificates maturing Dec.
15 should be replaced by other maturities. A discussion of the
oredit situnation followed at which it was the concensus of opinion
that the turn of the year should be awsited defore advancing the
N. Y. disoount rate, and which micht prove the appropriate time
for sale of some of the O, ¥« 1. C. holdings.

This recommendation was approved by the Board 12/2/25.

12/21/25 The Governor of the Federal Resorve Bank of Wew York

{Chairmman of the O. ¥« l. Co} advised that ho was asuthorized by

the directors of his bank to purchese 50,000,000 of securities,
and that when the purchases were made they would be for the S. I.
agcount, the approval of Cormittce merbers having beon obtalned.

On 12/22/25 Chairman of the Cormittee advised tho Board that
$18,000,000 had been contrasted for which would be carried in

the Bow York Bank portfolio if the Board disapproved the Commigtee's
recormendation. After a discussion of the matter the Board ap-
proved the Cormittoe's purchasc of from 325,000,000 to 750,000,000
of securities,

Federal Reserve Bank of St. Louis
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Resolved That theﬂBoaﬁd approves in i.ts genera.l fea.tui‘,saah report

of the Open Market Investment chnmittee as a rep_ort in relation to

PR
FS a7,

3 # £ e
go__ng_a._ﬁ._gg_q__gn_ngxgggpggagggg.) Since that time, however, tW 7 ;e X

————

epproved increases in the discount rates of four of the Federal ] , &X

Reserve banks and now believes that the time has come for a further
meeting in the near future of the Open Market Investment Committee to ’
consider whether government securities maturing on December 15th should
not be allowed to run off without being réplaced or their maturity

anticipated by the saée of azmall emounts from eek to week so far as

possible,

.
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Report of the Chairman of the Open Market Investment Cormittee
to the Governors Conference, November 2, 1925,

e sl ST 5
e oo s s

Since the last governors conference the Special Investment Account of

the system has been reduced by 35 million dollars, from 245 million to 210 L/////
‘been reduced by : lars, from 24°

million. NThis reduction has taken place gradually in connection with the re-
demption of maturing issues at quarterly tax days, occacional sales to the

Treasury for their accommodation, and a sale to the Bank of England amountingv

to 4 million dollars., The gradual reduction in the portfolio has been in keep-

ing with the policy of maintaining the effectivenecss of the discount rates of S ?
the Reserve Banks by insuring a round amount of borrowing by member banks in

principal cities.

Credit Conditions

The changes in business and credit conditiones since last spring have

———

created a cituation which ic most unusual and most perplexing for the determina- i%(

tion of Federal Reserve policy.

When we met in April domestic buciness was experiencing some slight re-

~Eﬁffj°n from the gsreat activity of the early spring. Thic was more true in cer-
tain types of industrial activity than in the general distribution of goods, The
recescion did not prove to be serious and in the past two months there have been
indications of an incréase in activity and greater businesc optimism, Various
indexes of the total volume of businese indicate that business has been above
what we may call normal, or average, conditions for the entire year. The coh—

struction industry and the automobile industry have been particularly active,

Business appears generally to be in healthy condition. While forward

buying has increased comewhat lately it continues to be generally conservative,
Digitized for FRASER
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Commodity prices are firm but there are as yet no considerable price increascs.
Looking into the future the features in the business situation which offer

rossibility of later disturbance appear to be:

1. The automobile industry evidently now has a

capacity and annuyal rate of production which
is greater than the zrowth in the population
or the increase in the domestic demand for
cars can support for any extended period.

We are anproaching a saturation point in that
industry, unless exports in¢rease with great
rapidity.

2. The building industry is now operating at a
pace which cannot be continued indefinitely.
The war years left us with a shortagze in -
homes. It is clear that most of that short-
age has now been made un and that sometime,
rerhaps within the next vear or two, there
will of necessity be a diminution in new
building construction and in the activity of
the industries which are concerned with new
building. This will naturally be accompanied
by a slowing up in real estate specul=ation,
which is now active in many places.

3. There has been for some years past a steady
increase in installment buying, involving the
nledge of future income and the buildinas up of
what we may call. consumer inventories. It is
clear that this has created a situation in which
any extended period of unemployment or any change
in psychology mirht lead to a considerable
diminution of activity in those industries serv~
ing the consumer directly.

In none of these three directions is there any evidence of an immediate
change in the situation. The prospect is for sound substantiaml business at a
high level for some months to come, but it is equally clear that the presence of

these uncertain factors makes the continuance of a conservative temper in busi-

ness most desirable.
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Stock Market

The stock market appears to offer a fourth element of poesible ip—
s??biléPYM%EWEEE_EE§QQ£ESW51tuation, for stqcﬂw;;;QEE_;SGZEEZZE—;;;;—;_;E@e-
sgread psychological influence' The mqst.sgriogs element about_the reéent sﬁoqk
market movement is the pogsibility of a'latqr'recession in priqes whiqh mighﬁ_add
impetus toward business reaction. Therg irg a number of indications that‘a part
of the recent increase in stock market prices is dge tq fundamental qhanggs in

values, but it is 2lso possible that the swing of prices may now have gone

beyond 2 level which can be maintained permanently.

Credit Reguirements

The growth in business activity has begn_aqcompanied_by an incregse of
currency cirqulation of 100 million dollars sinqe the end of April and by an'inf
crease of sbout 300 million 4011ars'in_commegcial_loans of banks. This.is larger
than the usual seasonal‘increase and has come somewhat earliqr_in the year than
usual . In addition, 1oahs anstocks and.bonds’show an increase of 300 milliqn,‘
which represents largely the placing of additional funds inte the ;tock ethange
money market. The nét result is an ipcrease.of>600 million dollars in total bank
credit advgnced by weekly reporting membgr banks. qutsidetof~an increase whiqh_may
have occur;éd in other banks. This increase has bgen‘mgdg possible by an incre=nse
of about 250 million dollars in borrowings from the ngargl_Reseryg Banksf At
the same time the nﬁn-rep;rting banks in smaller cities have decreased their
borrowings sightly .

Accompanying this additipnal borgowing at the F?der§1 Resétve Banksr
there has been an increaseléince April of sbout 1/2 of 1 per cent or more in the
various open market momey rates.

The figures are shown in the accompanying table and in the two diagrams

in the appendix:
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Credit Chanpes Since April, 1925

(dollar figures in millions)

Apr .29
Money Rates
Bills (90 day) 31/8
Commercial Paper (4 -~ 6 mos.) 4
C/1's (3 mos.) 2.mn
(6 mos.) C 273
Earnine Assets Federal Reserve Banks 3
Discounts and Advances 400
"Bills Owned 243
Bills Sales Contraet 24
U. S. Securities Owned 345
U. S. Securities Sales Contract 4
Total Bills and Securities 1.028
Inv ts Wes R t
Member Banksg A ‘
Commercial Loans 8.354
Loaris on Stocks and Bonds 4.878
Investments _5.484
Total Loans and Investments 18.716
Borrowings at Federsl Reserve Banks
By weekly reporting member banks in:
New York City ' 47
Chieago 2
Other principal cities 162
Total principal cities 211
By non-reporting banks outside
principal cities 189
(Mareh 1)
Money in circulation 4.725
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255
32
314
22

1.876

8.673
5.192
5.462

19 .327

155
22
291

468

176

(Oct. 1)
4.827

Chan e

3/
1/2
.84
.79

+ + + +

+244

A
18

-+

+248

+319
+314
= 22

4611

+108
+ 20
+129

+257

- 13

+102
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Gold lMovement

“Thile money rates have been moving upward 1/2 of 1 per cent or more in
this country, they have moved lower in London by about 1 per cent and the Fank
of "™gland has reduced its rate one per cent from 5 to 4 per cent. 1In recent
weeks rates in London have become slightly firmer. The result of hisher rates
here and lower rates in London has been that considerable American balances which
had been nlaced in London have returned to this country, and there has been a
zold movement from London to New York of about 40 million dollars, partially off=-
set by 2 movement of 21 million dollars from this country to Canada. The‘movement
from London is slightly larger in amount than was customary in the fall in the
years before the establishment of the Federal Reserve System.

It is clear that the relative level of interest rates in this and in
foreign countries is an important influence on =old movements. If our intecrest
rgtes reach_higher levels without a corresponding increase in London, a larger

gold movement to this country may be stimulated.

Furopean Situation

The general recovery in European business and credit conditions is, under
nresent circumstances, facilitated by low money rates in this country,. Vith
industry abroad below normal activity and strugoling against high taxes and the
necessity for many readjustments, the actual cost of money is an important factor
in Tneland and the European countries. In many of these countries, moreover, the
sunmly of working capital is insufficient, As long as our extension of credit
abroad either in the form of short-term or longeterm credit is for productive pur=
roses a considerable flow will be beneficial to the recovery of Rurope and will re-

act favorably upon our ovn trade. This flow is encourazed by low money rates., 7ith
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the finances of Europe in unstable condition,smalllchanges in credit conditions
may have large results one way or another, and it is clear that this country has
a definite responsibility to determine ites moneotary pglicy with some regard to

the effects of such policy outside of our own borders,

Recommendations

These are the outstanding facts in the broad credit situation. They

doSé;ELgeem to indicate the need for any chénge in our open market policy. With

the member banke in principal cities substantially in debt at the Reserve Banks
thcre is little to be gained in the sale of securities for the purpose of making
discount rates more effective, The influence of our rates is now felt on a
considerable body of borrowing and if it appears desirable the next step shOuld
possibly consist in changes in discount rates, rather than changes in open market
holdings. It also seocms desirable to maintain the present account at at 1ea§t
ite present size that we may be prepared to deal with any emergency situation,
The committee, therefore, it not prepared to recommend at present any change in

our holdinge of securities,

Quarterly Tax Day Operations

The June and September tax days furniched additional oppertunity for
studying the need for special operations with the investment account to prevent
any unucsual and tempbrary ease in money. at the June tax date sales of 51 mil-
lion dollars were made early in the tax day period, with the very satisfactory re-
sult that money rates remained at a constant level throughout the entire period.
the G@éptember period sales to the market did not appear to be necessary because
of unusually large receipts 'relative to disbursements by the government and a

considerable volume of rediscounts., No sales were therefore made and there was
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some easing in money rates for a few days. The experience of these two tax days
would appear to indicatd that it is usually desirable to mzke temporary sales to

the market early in the tax day period.

Turn of the Year

Lést January it was. found desirable to make sales of about 150 million
ddllars‘ofvsecurities tc take up the seasonal slack in credit resulting from tae
return of Christmas currency and the usual seasonal flow of funds to money centers
This coming yearend it appears likely that city banks will be so }argely in debt
at the Reserve ﬁanks that slack will be mostly taken up by the liquidation of Qis_
counts. Suchlliquidaéion is frequently a little slow, however, and if credit cpn;
ditions rémain.és at_prgséht“it would be undesirable to have the banks out of dgbt.
It will, therefore,"be_wgll’to consider some temporary purchase of securities at
the time of'the Christmas;¢érpency demand to be sold in January. The wisdom of

such a policy camot be determined far in advance.

-~ Method of Apportionment

During the past few moniths further study has been made of the methods of
apportioning purchases of bankers acceptances in the light of current earnings and
expenses. The principle hés been adopted of apportioning acceptances smong the

banks, first, on the basis of estimated expens®s and dividends of the banks; and

S S D—

second, after these have been provided for, to apportion the remainder on the basis

/
of required earnings to meet losses and ordinary chargeoffs as far as possible.

The present estimate appears to indicate that the earmings of the banks for the
year will be sufficient to cover all expenses ahd dividends and to cover the major
part of chargeoffs as well. Inéluded in exhibits attached are tables reflecting
Government security and bill transactions and distributions by the Committee

during the year.
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INDEX OF EXHIBITS

A. Statement Showing Transactions in the System Special Invesiment Account Since
Last Governors Conference in April 1925.

L. Statement Showing System Purchases of Bankers Acceptances from January 2, 1925,
to October 21, 1925, and their Allotment to Participating Banks.

C. Chart of Earning Assets of All Federal Reserve Banks Showing Discounts for
Banks in Prineipal Cities and Qutside of Prineipal Cities.

D. Chart of Money Rates in New York.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

EXHIBIT "A"

STATEMENT SHOWING TRANSACTIONS IN THE SYSTEM SPECIAL INVESITENT ACCOUNT
SINCE LAST GOVERNORS'! CONFERENCE IN APRIL 1925

Holdinegs March 31, 1925

Purchaseg:
April 14
" 15

" 21

" /L
June 10
" 12

" 12
15
15
" 26

C 10

Sploes
April 15

" 21
May 4
Junc 15
11] 24

" 24 %
July 15
Aug, 11
Septes 10
" ls

Salance Holdings October 21, 1925

Market 4
Portfolio ) 4
F.R.B.Chicago) 4

Market 4

n a

1] 4‘

" 4

" 4

" 4

" 4

Foreign Ace't 2
Market 2

& 15 ] 4
Market 37,

n 2

" 4
Treas,~Redemp, 4
Foreign Ace't 2

29 Treas, a/c APC 4

Market 4
Foreign Acc't 2
Treas,-Redemp. 2
Treas,-Sink,Fd, 4

3/87
3/8/9
3/4%
1/27
3 4/0
344%
3/a%
1/4%
3 /4

3/a%
3/4%
3/4%

3/4%,
3/8%
1/27
3/a%
1/4%
3;87
3/44
3/a%
1/4%

S W em e @ e W s e M W P e wn W e W e e M e e

T/N duc Dse, 15/25
T " " 11
T/N " Mar, 15/26
T/ " June 15/25
T/ " Mar, 15/26
T " Mar, 15/27
T/N " Mar, 15/26
T/N " Sept.15/26
T/N " Mar, 15/26
T/N " Mar, 15/26
¢/t v Sept 15/25
c/r

C/I " Mar, 15/26
Total purchases - -

C/I due Dec. 15/25

C/I " Sept.15/25
T/N " Dec. 15/25
T/N " June 15/25
C/T " Sept.15/25
3rd L,L,

T/N due Dee, 15/25
C/I ™ Sept.15/25
c/T " 1s5/25
3rd L.L,

Total sales - - -

8 4,000,000
693,100
1,063,400
5,200,000
15,000,000
5,000,000
5,000,000
8,500,000
1,000,000
2,000,000
350,000
375,500
11,965,700

- e e = ws we

5 918,500
5,200,000
20,000,000
31,132,700
2,000,000
15,000,000
2,000,000
2,000,000
2,000,000

15,100,000

(Net Profit on sales amounted to 3128,117,25)

$245,203,500

40,147,700
4305, 351, 207

95,351, 200

A210,000, 000

PARTICIPATION AND MATURITIES OF SYSTEM HOLDINGS CLOSE OF BUSINESS OCTOBER 21,1925

Participation Ratio
Boston & 1,985,000 0.9%
New York 51,427,000 24,57
Fhiladelphia 1,565,000 0.8%
Cleveland 11,651,500 5.5%
Richmond 4,102,500 2,07
Atlanta 12,097,000 5.8%
Chicago 22,010,500 10,5%
St, Louis 18,872,500 9.0%
Minneapolis 9,020,000 4.3%
Kansas City 20,844,000 9.9%
Dallas 22,143,500 10,5%
San Francisco __34,281,500 16,3%

210,000,000  100%

e e S e ]
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Maturities

1925
1926
1926
1927
1927

Dee., 15,
March 15,
Sept. 15,
March 15,
Dee, 15,

4 3/8%
4 3/47%
4 1/4%
4 3/4¢
1 1/2%

T/N
/N
i

N

% 38,160,100
75,266,700
40,401,000
23,875,900

32,296,300

3210, 000,000
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EXHIBIT "B"

STATRIWNT SHO'TING SYSTFM PURCHASES OF BANKERS ACCEPTANCES FROM JAWUARY 2. 1925

* Does not include sales from New York portfolio to Atlanta

Digitized for FRASER
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”"

"

"

TO OCTORFR 21, 1925 AND THEIR ALLOTMENT TO PARTICIPATING BANKS

Purchases

Roston $ 157,089,000
New York 866, 314,000
Philadelphia 107, 778,000
Cleveland 28,697,000
Richmond 14,588,000
Atlanta 9,219,000
Chicago 54,739,000
St. Louis 111,000
Minneapolis 0
Kansas City 0.
Dallas 1,278,000
San Francisco 41,886,000

Totals ¢1,281,699,000

" " " 1" " " "
" " " " 1" "

St. Louis "

" " 1" " " " "

" " "

Federal Reserve Bank of St. Louis

"

"

"

"

Participations

& 173,804,000
173, 320,000
107, 778,000
108, 924, C00

44,593,000
68,888,000 *
166,482,000
76, 220, 000
81,807,000 *
91, 557,000 *
63,750,000 *

124,596,000

{1,281, 699,000

of ¢13,183,000

Kansas City “ 5,021,000
Dallas " 5,000,000
Minneapolis " 3,271,000
Dallas " 3,192,000
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EXHIBIT “C"
MILLIONS
OF DOLLARS , ‘
1400{ ! ' T T
I ocT. 2!
i  TOTAL
EARNING ASSETS
600— -
| e ocT 14
40— | BILLS DISCOUNTED /* | T
BILLS DISCOUNTED PRINCIPAL CITIES /|
oy OUTS|DE PRINC|IPAL Jp— }
‘ . —
200 \\\\ oCT 14
\\
O‘ 1 i l_ J U GRS SO T
—— T T | . e 1 1 1 - § ¥ el I R H
TR M AMY JASONDJFMAMYI JAS OND
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1924

Totul Zurning nssets;‘ﬁills Discounteu ror Bunks in Principal Citles und
Outside Princlipul Cities by the Foderal Reserve Bunks ,

192.5



'RATE

Ol

19;?_2, l :

R D

CERTIFICATES

1 4-6MOS

1923

COMMERCIAL PAPER

Lfso;eQ,pAy), "~

| Money Rates in the New York lurket -

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

4 -t

CALL LOAN /
CRENEWAL [ |
RATE ,

. BXHIBIT D"



Ay v !
X ~§13 )
\‘i Lo ]
-~ ™ \ STATEMENT SHOWING EFFECT OF DISTRIBUTION OF BILLS AND INVESTMENTS TO FEDERAL RESERVE BANKS SINCE LAST GOVERNORS' CONFERENCE, APRIL 1925
)
N . DOVEEENG Bogton  New York Philadelphis GCleveland Richmond Atlanta  Chicago _St, Louis Minneapolis Kansas City  Dsllas San Francisco Total
1 arch 31, 1925 : - . . ) . .
Estimated Expenses’& Dividends
1925 . $2,550,000 $8,692,000 $2,769,000 $3,529,000 $1,896,000 $1,549,000 $4,756,000 $1,953,000 $1,432,000 $2,177,000 $1,518,000 $3,319,000  §36,137,000
Estimated Earnings for Year "Over ' :
or Short" of Estimated Expenses e S : : : . S
U Dividends 996,394 971,192 405,309 424,300 23,000 301,070 656,364 633,390 255,469 333,176 289,767 290,000 1,327,687
. Net
NOTE: This estimate shows but 5 banks meeting all estimated expenses and dividends (excluding charge-offs) while 7 banks are deficient.
(2) October 31, 1925
Estimated Expenses & Dividends
1925 2,578,000 8,600,000 2,856,000 3,564,000 1,920,000 1,247,000 4,692,000 1,884,000 1,368,000 2,240,000 1,466,000 3,192,000 35,607,000
Estimated Earnings for year in
Excess of Estimated Expenses ‘
and Dividends 531,550 1,684,883 319,120 488,813 338,581 404,567 499,565 252,494 174,166 179,197 233,556 544,986 5,651,478
' NOTE: This estimate shows all twelve banks meeting all estimated expenses and dividends (excluding charge-offs).
(3) :
F-*imated Net Rarnings Balance .
of Year 197,794 246,826 72,572 120,613 24,581 184,294 97,949 56,953 28,656 50,237 96,522 184,986 1,361,993
Net Earnings October 31, 1925 333,156 1,438,057 246,548 368,200 314,000 220,213 401,616 195,541 145.500 128,960 137,034 360, 000 4,289,485
Total $ 531,550 41,684,883 § 319,120 § 488,813 $ 338,581 4 404,567 4 499,565 § 252,494 § 174,166 $ 179,197 $ 233,556  § 544,986  § 5,651,478
Estimated Charge-offs 1925 127,047 853,000 28,000 392,000 235,000 885,236 600,297 1,210,000 123,300 139,972 542,520 714,000 5,850,272

SOAILQLY [BUONEN SU) JO SBUIPIOH palisse|oaq / PISSBIoUN 8Y) WOl peonpoiday

Estifmted Earnings "Over or D : _ . .
Short" of Estimated Charge-offs$ 404,503 § 831,883 $ 291,120 4 96,813 & 103,581  §480,669 $100,632 *#957,56 $ 50,866 $ 39,225 308,964  § 169,014

Charge~offs not covered

x Due to reserve position Dallas is not at present participating in bills and St. Louis im only participating to the extent of 5%.
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Ootober 9, 1925,

Ry dear Mr, latteson;

qus will acknowledge receipt mé your letter of

Oatober 7 &nd statement showing the ratios of distribution
~— S ————
of System open market purohases. ‘

-~

Yery truly yours,

Sgned) D, R ciin e

D Bs Crissinger,
governor.

Er. W, B, Natteson, Searetary,

Opan Narket Investment Commitiee,
Pederal Reserve Bank, \
Row Yorx, X. Y, ‘

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

OF NEW YORK

BT

October 7, 1925

Sir:

For your information, I am enclosing & copy of

J

J.otteri‘which is being sent to-day to the governors of all the
Federal reserve bankes, together with statement referred to
therein showing the ratios of distribution of System open
market purchases based on figures reported to the Committee

as of September 30, 1925,
Respectfully,

W, B, Metteson
Secretary, Open Market
Investment Committee

Honorable D, R, Crissinger,
Governor, Federal Reserve Board, ¢
Washington, D. C. '

Encl, (3)

Digitized for FRASER , v
http://fraser.stlouisfed.org/ /f;;l_,;f’ i Lo e
Federal Reserve Bank of St. Louis



STATEMENT SHOWING DISTRIBUTION OF SYSTEW OPEN MARKET PURCHASE3 (AFTER PROVIDING FOR EXPENSE AND DIVIDEND REQUIREWENTS)

PRO-RATED ACCORDING TO CHARGE-OFF REQUIREMENTS, BASED ON_FIGURES REPORTED SEPTEWBER 30, 1925

(1) (2) (3) (4) (5) (6)
Digtribution of
Earning Assets
Held if amount i
Average in Excess of Re-~ Proportionsate Proportionate Ratios for)
Earning quirements for Excess of Deficiency of Current
Assets Held Bxpenses and Average Earn- hverage Earn- Distribution
Estimated Four V.eeks Dividends VWere ing Assets ing Assets to Benks
Charge-of fs Ending Pro-rated to {Column 2 Less (Column 3 Less Showing -
1925 Sept. 30/2%5 Charge-offs Coluun 3) Column 2) Deficiencies
Boston $ 127,047 $ 76,679,000 $ 60,802,000 » 15,877,000 # 0 -
New York 853,000 296,761,000 187,971,000 108,790,000 0 -
Phileadelphia 28,000 89,442,000 64,410,000 25,032,000 0 -
Cleveland 392,000 111, 916,000 94,031,000 17, 885 , 000 0 -
Richmond 235,000 64,103,000 44,693,000 19,410,000 0 -
Atlanta 885,236 59, 682,000 93,803,000 0 34,121,000 17%
Chicago 600,197 123,917,000 152,753,000 0 28,836,000 14%
St. Louis 1,210,000 64,675,000 144,798,000 0 80,123,000 a1%
kinneapolis 123,300 47,209,000 35,888,000 11,321,000 0 T -
Kansas City 326,772 61,322,000 84,637,000 0 23,315,000 12%
Dallas 542,520 50, 251, 000 78,936,000 0 28,685,000 14%
Sen Francisco 108,000 119,643,000 122.878.000 O e 3..235,000 2
Totals $6,031,072 $1,165,600,000 $1,165, 600,000 $198, 315,000 $198, 315,000 100%
—_ - ——— 3 - —————————— ] - — — ]

S@AILOIY JBUONEN 8U} Jo SBUIPIOH peyisselosq / PallsSeloun 8y} Woy paonpoiday
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- Oopy of this letter set to the Governor of each bask,

Octeber 6 , 1925
i, ¥, P, G, Harding, .
Governor, Federal Reserve Bank of Bostonm,
Boston, imss.
Dear Governor Harding:
In line with the action taken nt the lzst msoting of the (Open .&rket

Investuaent Coumitioe to mmke distribution of opm merket purchases ‘to’ sover,

o

first, expenses und dividends, und second, to provide theresfter for catiuated

ehargt-ot_ﬂt"-mf_lmg?ﬂlotoly as possible, ths mecempunying stautecent hus been pre-
parcd for the purpose of showing in primeiple how tho distridution will be
offected.

Esrnings of all reserve btanka to September 30, 1935, have exceeded the
anount required to cover curremt sxpemcoo and dividends to thut deto. According
to preseat indieatioms, imcome for this year for the twelve bunks will be spprox-
inately 23,000,000 more timn the amount required for expenses and dividends, or
en asount suffieient $o0 ocover approximmtely ene-hulf of the estinated cherge-offs,
It i» proposed, therefore, to distribute future purobuoes of bills im such & wuy

s to result ia u pro reta dietribution of the excess earnings ac nearly us pos-

8ible im aooord with the estimmtod charge-offs. It will be moted that the present

schedule provides for thes allotoent of bills to but six banks. Inasauch, however,
as the oix banks that will be currently partieiputing will hove mturing bills, it
is expected the situation will quite rapidly correct itself, so thut it will be
neocossary to mke shanges fron time to time in the retio of distribution.

As heretofore, you will be zdvised daily of such allotuenis us are mmde

to you.
Very truly yours,
j( VR - W. B, iatteson
o e I Secretn Opem rket
Digitized for FRASER
mt?);//f?aseorr.stlouisfm. (1) m“-t‘:{l cgwa‘.
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I
&

Dear Governor Crissinger:

A
NEW YORK 'U

OFFICE OF

THE GOVERNOR
L

September 10, 1925.

For your information, 1 am enclosing copy of letter which

ié being sent to-day to the governors of all the Federsl reserve banks

together with statement referred to therein showing the earning position

of the different banks at the close of business August 31, 1925, as re—~

5 s

mamn—

A L R

“ported to the Open Market Investment Committee.

Encls. (2)

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

ttp://fraser.stlouisfed.org/

Digitized for FRASER
ederal Reserve Bank of St. Louis

Very fruiy yours,

44

J. H. Case
Acting Chaiman, Open
Market Investment Committee
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September 10, 1925.

Dear Governcr -———---=-----3
Enclosed you will find statement showing the condition of the Federal reserve
baaks as regards scrnings at the end of Mgust and estimates of surnings and expemses
for the bilence of the year, from wkich you »il1l note thet the estimated earmings over
md above current expensee {exclusive of charge-offs) show a net excess of over
$2,600,000. You will :lso note that the totel of the estimsted churge-offs is ayprox-
imately £5,800,000, meking an estimated nmet shortuge, taking the charge-uffs into con- \
sideration, of about 8 million dcllere. The Federel Reserve pank of St. Louis - d%@

to its relatively low reserve position - i@ at present partiolpating in the System \y

purshares.

o From the statement you will observe thet the regular expenses and dividends
appear to be wmply provided for =nd with t.he almoet aseured pros_ectes of increused
earnings for the balance of the year it seems mot unressonable to believe that System
sarnings will be udequate to provide for all expemses including the estimated charge-offs.

In line with the cetablished procedure of the Committee it is proposec, be-
gimning October first, to revise the percentage ratios for the distribution of open
market investments during the last three monthe of the year in such & manner as to
provide for the estimated charge-offs.

| Very truly yours,
J. K. Case
Aeting Chaimean, Open
Barket Investaend Committee

nal.
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STATEMENT SHOWING ESTIwATED EARNINGS, EXPENSES AND CHARGE-OFFS OF ALL FEDERAL RESERVE BANKS AT THE CLOSE ‘0# BUSINESS AUGUST 31, 1925

AS_REPORTED TQ THE OPEN LARKET INVESTLENT CQut.ITTEE

(1) (2) " (3) (4) (5)

SOAIOJY [BUONEN BU) JO SBUIPIOH paliSSe|98( / POIISSBIOUN Bl WOl paonpoiday

(6)
Net Earnings in Estiuated Expenses Net Requirements Estimated Eern- Estimated Net
 Excess of Ex- and Dividends Balance of Year ings all Sources Earnings
penses and Sept.l-Dec. 31/25 (Excluding Sept. 1-Dec.31/25 Over and Above Estimated
Dividends (Excluding Charge~-offs (Based on First Expenses Charge-0ffs
Jan,l-Aug.31/2% Charge-offs) {C-1,2 Less Col.1} 8 lkos. Average) (Cpl.4 Less Col. 3) 1925
Boston v 193,043 v 876,437 ¢y 683,394 v 819,59 v 136,197 v 127,047
New York 1,060,412 ‘3,038,000 1,977,588 2,889,255 911,667 853,000
Philadelphia 134,333 946,000 811,667 918,468 106,801 28,000
Cleveland 279,000 1,117,000 838,000 1,175,090 337,090 392,000
Ri ehriond 186,000 640,000 454,000 697.373 243,373 235,000
Atlanta 49,877 486,215 436,338 613,685 177,347 685,287
Chicago 262,213 1,572,338 1,310,122 1,528,596 218,474 600,197
kinneapolis 73,163 474,000 400,837 432,860 32,023 123,300
Kangas City 7,003 704,773 697,770 684,101 (Short 13,669) 326,772
Dulles 49,911 488,361 438,450 611,552 173,102 542, 520
Se» Franciscs 166,000 1,073,000 90%.000 1,275,687 368,687 703,000
Totals 2,460,955 v1l,416,121 $8,955,166 911,646,258 92,691,092 (Net) 94,616,123
§  Louis 74,364 684,000 609,636 796,052 146,416 1,210,000
Grand Total v2,535,319 12,100,121 v9,564,802 912,402,310 92,837,508 (Net) v5,826,123
NOTE: Figures for 3t. Louis are shown separately as they are not at present participating in open market purchases.
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L

Lo
223
P Copy of letter sent to the Governor of each Federal reserve bank
Y
July 13, 1925
My dear Governcr — - - — - :

We heve received the estimates of all c¢f the banks made up as of
June 30 and covering their earnings and expenses for the balance of this year.
With this data we have prepared a statement, copy of which is enclcsed, with a
view to carrying out the views of the Open liarket Coumittee as expressed at its
last meeting when the vote was taken as follows:

"Future allotments of bills will be based upon

earnings required to meet expenses and dividends (exclu-

sive of charge-offs) as shown by the new figures and if

neceasary such allotments will be made to the Federal

Reserve Banks of Minneapolis, Kansas City, Dallas and

Atlanta, so as to enable them to maintain continuously

their needed portion of open market investments."

The attached statement shows in the first three columns the earning
requirements for each of the banks for the balance of this year. The result
in column 3 is arrived at by deducting from the estimated total of expenses and
dividends for the second six months, the excess of earnings in the first six
months, or adding the deficiency in earnings for the first six months, as the
case may be. Column 4 shows the estimated earnings from all socurces for each
of the banks for the sscond half of the year. Column 5 shows a redistribution
of these earnings in the ratio that the earning requirements of the relative

banks, as shown in column 3, bear to the total of column 3. Column 6 shows the

estimated earnings of each bank for the second half of this year from all sources

other than earnings on bill purchases in order to determine the amount of earnings

necessary to be made up from bill purchases, the distribution of which is con-
trollable by the Committee. Column 7 then shows the difference between column §

and column 6, or the amount of eamings that each bank would have to receive from

bille during the second half of the year in order tc give it its proper proportion
Digitized for FRASER
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of the total estimated system. earnings. Column 8 is the ratio that the figure for
each bank in column 7 bears to the total of column 7 and, therefore, indicates the
proportion of the total bill purchases that each bank should receive in order that
it may have its proper proportion of the total system earnings.

This plan has received the approval of all the members of the Open Market
Investment Committee and will be put into effect immediately (with appropriate
adjustment) as of July 1.

Very truly yours,
(8igned) . B. Matteson

i Secretary, Open Market
' Investment Committee

Encl.
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- STATEMENT SHOWING PAnTICIPATION OF FEDERAL RESERVE BavK3 IN SYSTEM OPEN WARKET PURCHsSES §
| 70 PXOUIDE FOK RIPENSES WD DIVIDENDS (EXCLUDING CHARGE:-OFS)
(1) | (2) (3) (4) (5) | () | (7) L f
| D | eggegpieses etede | Gueeltemss  Symnus o
Excess or Deficit Estimated Expenses Yewr (Excluding Setond Six Months  Earnings Pro- Second Six Months Epfnings from Distri £
in Eqrnings ‘and Dividends Chisrgeeoffs) (Bosed on Firdt rated to Egrn- (®ased on First Bills bution &
| Thost Sixhomhe Sesond SixMonthe {02 Less Col.l) | Six honths' Averae) ins Heauirements | Sixhonths' Averase) (Glf Lea: Calut)
Bo = $ 165,868 v 1,315,000 v 1,149,132 ¢ 1,212,659 # 1,282,475 ¢ 597,993 v 684,482 15% %
New York 892,968 4,336,000 3,443,032 4,351,006 3,841,920 3,529,943 311,977 )k:\ 6 =
Philedelphia 90,335 1,410,000 1,319,665 1,334,341 1,473,286 1,003,153 470,133 A 10% §
Cleveland 240,000 1,639,000 1,399,000 1,753,021 1,559,518 1,288,990 270, 528 6% ”
Kichmond 4G, 000 973,000 933,000 989,060 1,040, 291 862,732 177,559 A
Aglante 77,938 742,248 820,186 888, 587 915, 529 657,290 258, 239 6%
Chi cago 215,763 2,362,713 2,146,950 2,267,756 2,396,155 1,710,772 685,383 15%
St._ ouis 65,519 1,020,000 1,085, 519 1,125,293 1,210,920 904, 277 306,643 14
i+ sapolis 13,733 751,700 737,967 618,626 823,793 459,720 364,073 8%
Kanses City 24,167 1,063,859 1,088,026 1,057, 490 1,214,590 805,912 408,678 9%
Dalles 14,241 732,355 146,596 931,598 834,801 654,770 180,031 o
 San Francisco 51,000 1,623,000 —1.572,000 - N1 1,754,000 . 324,140 429,852 107
Totals $1, 527,802 #17, 968,875 $16, 441,073 918,347,278 $18, 347, 278 913,799,700 ¥4,547, 578 100%
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¥orm No. 131,
FEDERAL RESERVE

BOARD

Subject:_

i
SAt the meeting of the Joard this worning, there was ordered circulated »
among the members of the Board for their inforwation the attzched lettor | !2;‘ 7
fror the Governor of the Federal Reserve Baniz of Tew York with regé*xi'd' to

the credit si*wmation, in which he also reports on the progress hvelng made

in the reorgandizeticn of the henk resulting from its recent removal to the

new bulldinm,

» Governor Crigsinger /
- I're Platt
I're Hanlin— odmanf
Ire Villert—
I're Janes _
tr. Conninghem ‘\/. Gz § 0

I're FeIntosh

Digitized (G ERASER e gy é/ e 6/ s
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Juns 8, 19286,

Ky dear Govermor Strong:

I beg to acxnowledge receipt of your letter of June & |

giving your views om the eredit situation and also what you

are doing in the way of econumies in the administration of
your bank, all of which is very interesting,

Yory truly yours,

(ﬁiswm D K igﬁ,:ﬁ,.

'D. R, Orissinger,
governor,

Mr, Benj, Strong, Govermor,
Tedoeral RBeserve Bank,
'” !m' .Q !0

Eigitized for FRASER
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o=

FEpeErAL RESERVE BANK

oF New YorRK

June 4, 1925.

Federal Reserve Board,
Washington, D. C.

Attention - Honorable D. R. Grissingér

Dear Governor Crissinger: |

There has been so little déveloping in connection with the money
markef that I have had no occasion to write you particulariy on this subject, nor
to suggest a meeting of the Open Market Investment Committee. The only pending
matter requiring action is the maturity of some $31,000,000 of our Goverament
holdings on June 15. While it is understood that we will anticipate this
maturity by purchasing about half of that amount of some other issue, I do not
yet feel certain that the entire amount should be'repurchased, nor, in fact,
whether it may not later be necessary for us to consider the wisdom of slightly
reducing the total of the account. It depends largely upon ﬁhe wey our money
market develops.

At the present time our member banks are owing us in New York Uity

an average something under or something above $100,000,000 according to whether
there is a flow of funde to New York or away from New York; but, roughly speak-
ing; I should say that about $100,000,000 is the average amount of our credit

now required by the New York market. Under these conditions, and with a. 3-1/2%

decline in the general level of New York rates, and that we will contimue a

e et

fairly large portfolio of bills so long as our buying rates are continued at the

present level. It would probably be to our adventage if we were now to loge L,///.

gold, as the increased borrowing by our members resulting from such loss would

——

Digitized for FRASER . - é/i/ -—
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FEDERAL RESERVE BANK OF NEW YORK. . Governor Criseir r ~ 6.4.25

offset the liguidation of our discounts which we anticipate will occur this
summer.
On the whole, 1 am inclined to think that while]no}change is necessary

—~—— ‘

Gﬁldesirable in our discount rate, it may, a little later, be desirable for us to

meke some slight advance in the rates at which we buy bills, especially if there

are evidences of any considerable speculative activity on the stock exchange.

For the immediate future, I should say that we are in 2 waiting period but thsat
within the next few weeks it may be desirable to have a meeting of the Open
Market Investment Committee and have another review of the money market situation
as a whole.
- I also want to send you something in regard to the progress of the
reorganization of the bank resﬁlting from moving into our new building. Our
problem, as you know, was to work out a plen of economy of operation, which has
been in course of development ever since 1921, lookingz to the completion of our
building, in such a way as to absorb the added cost of operating the building,
including taxes. ihile the work is still some wayse from completion, the results
of it we regard as satisfactory.

The salary lisbility of the bank on January 31, 1924 (after making the
salery increases in that month) was $4,632,000. On May 31, 1926 it was $4,221,000.,
a reduction of $411,000, of which $244,000 represents a reduction in the first five
months of this year and does not include a further reduction of $95,000 which is
effective witﬁin the next sixty days.

The totrl cost of operating the bank for the first five months of this
year was $2,728,293.%1; for the first five months of last year $2,753,989.31.

The budget for the first five monthe of this year was $2,811,549.60. In other
words, the cost of operation for the first five months of 1925 was $25,696 less

than the first five months of last year, and $83,256.29 less than this year's

budget. But in order to get an accurate picture of operation, it would be fair to

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



’ Reproduced from the Unclassified / Declassified Holdings of the National Archives

At ..
FEDERAL RESERVE BANK OF NEW YORK. ... Governor Urissi r . 6.4.25

offset this year's operating costs by the amount of rents to be collected, which
amounts to $47,525.62 for the first five months, and for the full year will be
$140,700.

The totsl rental to be received from the Annex Building beginning May 1,
1928 will be $195,000 per annum, which may be further increased by perhaps as much
as $25,000 per annum in 1929, when one of the present leases expires. The expenses
of operating the Annex Building, including taxes and depreciztion, will amount to
about $95,000 per annum, thus leaving a net profit of about $100,000 per annum
beginning in 1926. This represents a return of about 4-2/3% on the total original
cost of the property, and about 6.2% upon its present book value.

We have finully succeeded in effecting an adjustment of all questions
covering leases in the Equitable Building, which will assure us a minimum net
profit of a little more than $10,000 per annum for the next nine years, with a
possibility that the profits may be a little more than $24,000 per anmum. In
other words, the leases will not, in any event, be an expense to the bank, and they
may produce & considerable revenue.

It is difficult to estimate what further savings can be effected follow-
ing the completion of the varioue plans for economies which are now in prospect.
But the introduction of the paper money counting machines may result in savings
of anywhere from $100,000 to $200,000 after the force of money counters is fully
trained in their use. Various other economies of operation are graduslly being
introduced which have the prospect of reducing our expenses by a further $100,000
or $200,000.

Considerinz that the volume of business being handled by the bank for
the first five months of this year is roughly 8% greater than the amount handled
for the first five months of last year, and that the volume is likely to continue
graduelly to increase, I think it ia safe to say that by the end of this year

the operations of the bank will be reduced to a minimum possible cost and that we
Digitized for FRASER
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FEDERAL RESERVE BANK OF NEW YORK. ... Governor Cri ssinge ‘ 6.4.25

will then be enjoying thefull benefit of the better facilities of the new building.
At that time we are planning to reorganize the cafeteria service so that
the entire staff will get lunches free of cost; but they will be reguired to have
their lunches in the building. In the end, we believe this will be an economy
for the bank and a very great benefit to the employes.
I beg to remain,

Very truly yours,

.,

et Rt S

AT ROATT ~"TTNG
JUN 9 - 1923

Ondped. Coastte

Digitized for FRASER
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My 29, 1925 A

Doar Mr. Case:

. This will confirm my telegrem to you of this
fate, advising that the Federsl Reserve Bosrd has

approved the

Committee 0 replece the 5315000;000 of ﬁ 165th
es in the System’s sapecial account, by the

purchese st the present time of $15,000,000 of

securities and the purchase of the remaining
$16,000,000 efter June 15th.

Very truly yours,

(Sgned) D K. Crissinged

D. R. Orissinger,
Governor.

Mr, J. H. Oase, Deputy Governor,
Pedoral Reserye Bank,
New York, M. Y.

‘ L ";, VE’ “

gitized for FRASER
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Form 148 A

FEDE.<A. RESERVE BOARD
LEASED WIRE SERVICE -y ':5 ~h |
WASHINGTON -

The telegram given below is hereby confirmed.

May 29, 1925,

Case -~ New York

000
es Open Market Committee replacing $31,000,
3;:23; :ggxl‘o;\m 2‘1,'1' June 15th by purchase now of $15,000,000
end purchase ot/'/m;eeﬂlnny time after June 16.

L. b, 000 O LY

CRISSINGER

ttp://fraser.stlouisfed.org/
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72 | | |

FEDERAL RESERVE BANK
Q% CEIVED
oF NEw York 6 1925
ICE OF

| | 3= .,?‘J) = £
May 25, 1925.

Federal Reserve Board,
Washington, D. C.

Attention: Honorable D. R, Crissinger.

Dear Governor Crissinger:

I am this morning in receipt of your favor of May 21,’

in regard to the authorization to increase the Open Market Invest-
Stmp—
ment Account in Govermment securities by a possible further purchage. .

of approximately $50,000,000.

. : — It bas seemed to me that the recent redistribution of

———

investments, together with the situation in the money market, make
it unnecessary at the present time to consider exercising the authori-
zation, and I certainly would not feel willing to do so now without \/////
i further consultation with the Committee and the Board.
It may poseibly be desirable to have a Committee meeting
early next month, and I hop; that you will be able to attend, and we
may then have a full exchange of views.
I beg to remain,

Very truly yours,

BENJ . STRONGj

Governor.
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Dear Mr. Cese:

I agknowledge receipt of and shell bring
to the attention of the other members of the

Boayd g_% lgtter of the 2lstiinstant, concern-
ing the Tinal adjustment effected May 21, 1925,

. of the amount of Govermment securities in the
System sgoount,

Yory truly yours,

(Signed) D. R, Crisqinge

Javernor.

Mr. J. H. Case, Deputy Qovernor,
Podsra)l Reserve Bank,
New York, R,Y.
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Dear Governor Crissinger:

Heferring to our letter of way 15,\we aave made the final ad-
—— i

Jjustment to-day of #”5 148,500 Jovernment cecurities in the System
Account, tae details of which are shown on the statement uttached nereto.
This together with the two previous adjustnents of #28,000,000 eich
brings the total to 73,140, J0.

The Federal Heserve bank of Kensss City advised tie Commitlce
thhat tie taking of their full wiloiuenl of Covernament sccurities would

leave tnem insufficient coll:iterwal to secure taeir note issue «nd re— L///

quested toat $4,000,000 of their adjustment be in bills reatoer than
Government securities. Therefore tuey neve received additional bills
amounting to 74,000 ,000 with & correSPOnding reduction in tuelr partic—
ipation of uGovernment securities, which nas been ofrset in toe allotment

by the Federal Leserve cenk of Chicszo. - This cuange reduces tihe totul

System readjustment from %8%,149,500 to 479,149,5(10.

Very truly yours,

/bu

Jde Z. Cage
Deputy Governor
I'onorable b. 2. Crisgsinger,
Governor, Federal neserve Soard,

“ehington, L. C.

incl. .

s cews Shrvfus

i) Pty ey 388 [
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Form.No. 131.
- FEDERAL RESERVE

OARD

At the meeting of the 3Board this morning, there was ordered circulated
among the members of the Board for their Information the attached letter |§

from the Governor of the Federal Reserve Bank of Mew York with regard to
the credit simetion, in which he also reports on the progress heing made
in the reorgadization of the bank resulting from its recent removal to the

Kkt~

new buildine, -

- Governor Crigsinger /

” Yr. Platt
I're Harlin-— olw»w\”
Fr. Villert~—"
T're Janes v~ ,
¥r., Cumminghemr G b
Ir. EcIntosh ‘\/—

i e W é/‘// > 5 ¢/ 5/25
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Juns 8, 1826,

Ky dsar Governor Strong:
I beg to acknowledge receipt of your lstter of June 4 |

giving your views on the oredit situation and also what you
are doing in the way of esonamles in the administration of
t your bank, all of which 15 very. interesting.
E | Yory truly yours,

(SupRe = -
|

ﬁ D, R, Qrissinger,
Governor,

|

‘ Mr, Benj. Strong, Governor,
| Fedoral Reserve Bank,

i How !0!‘!. 'Q !.
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http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




r Reproduced from the Unclassified / Declassified Holdings of the National Archives

-

FEDErRAL RESERVE BANK

oF NEw York

3

June 4, 1925.

Federal Reserve Board,
Washington, D. C.

Attention - Honorable D, R. Crissinger
Dear Governor Crissinger:

There has been so little déveloping in connection with the money
markeﬁ that I have had no occasion to write you particulariy on this subject, nor
to suggest a meeting of the Open Market Investment Committee. The only pending
matter requiring action is the maturity of some $31,000,000 of our Goverament
holdinga on June 15. thile it is understood that we will anticipate this
maturity by purchasing about half of that amount of some other issue, I do not
yet feel certain that the entire amount should bs repurchased, nor, in fact,
whether it may not later be necessary for us Lo consider the wisdom of slightly
reduciag the total of the account. It depends largely upon the way our money
market develops.

At the present time our member banks are owing us in New York Uity
an average something under or something above $100,000,000 according to whether
there is a flow of funds to New York or away from New York; but, roughly speak-
ing; I should say that about $100,000,000 is the average amount of our credit
now required by the New York market. Under these conditions, and with a 3-1/2%

discount rate, it is reasonsbly to be expected that there will be@o material

decline in the general level of New York rates, and that we will contime a

fairly large portfolio of bills so long as our buying rates are continued at the

present level. It would probably be to our advantage if we were now Lo loge L////.

gold, as the increased borrowing by our members resulting from such loss would

——.
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FEDERAL RESERVE BANK OF NEW YORK. . Governor Crissir r 6.4.25

offset the liquidation of our discounts which we unticipate will occur this
summer.
On the whole, I am inclined to think that whilalno}change is neceasary

—~——— 1
s e

{éﬁxdesir&ble in our discount rate, it may, a little later, be desirable for us to

meke some slight advance in the rates at which we buy bills, especially if there

are evidences of any conaiderable speculative activity on the stock exchange,

For the immediate future, I should ssy that we are in 2 waiting period but thst
within the next few weeks it may be desirable to have a meeting of the Open
Market Investment Committee and have another review of the money market situation
as a whole. |
- I also want to send you something in regard to the progress of the
reorganization of the bank resﬁlting from moving into our new building. Our
problem, as you know, was to work out a plan of economy of operation, which has

been in course of development ever since 1921, looking to the completion of our
building, in such a way as to absorb the added cost of operating the building,
including taxes. While the work is still some ways from completion, the results
of it we regard as satisfactory.

The salary lisbility of the bank on January 31, 1924 (after making the
salary increases in that month) was $4,632,000. On May 31, 1925 it was $4,221,000.,
a reduction of $411,000, of which $244,000 represents a reduction in the first five
months of this year and does not include a further reduction of $95,000 which is
effective witﬁin the next sixty days.

The totsal cost of operating the bank for the first five months of this
year was $2,728,293.%31; for the first five months of last year $2,753,989.31.

The budget for the first five months of this year was $2,811,549.60. In other
words, the cost of operation for the first five months of 1925 was $25,696 less

than the first five months of last year, and $83,256.29 less than this year's

budget. But in order to get an accurate picture of operation, it would be fair to

Digitized for FRASER
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FEDERAL RESERVE BANK OF NEW YORK.. ... Governor Criasi »r ‘ 6.4.25
offset this year's operating costs by the amount of rents to be collected, which
amounts to $47,525.82 for the first five months, and for the full year will be
$140,700.

The totsl rental to be received from the Annex Building beginning May 1,
1928 will be $195,000 per annum, which may be further increased by perhaps as much
as $25,000 per annum in 1929, when one of the present leases expires. The expenses
of operating the Annex Building, including tuxes and depreciation, will amount to
about $95,000 per annum, thus leaving a net profit of about $100,000 per annum
beginning in 1926. This represents a return of about 4-2/3% on the total original
cost of the property, and about 6.2% upon its present book value.

We have finully succeeded in effecting an adjustment of all questions
covering leases in the Equitable Building, which will assure us a& minimum net
profit of a little more than $10,000 per annum for the next nine years, with a
posseibility that the profits may be a little more than $24,000 per annum. In
other words, the leases will not, in any event, be an expense to the bank, and they
may produce & considerable revenue.

It is difficult to estimate what further savingzs can be effected follow-
ing the completion of the various plans for economies which are nmow in prospect.
But the introduction of the paper money counting machines may result in savings
of anywhere from $100,000 to $200,000 after the force of money counters is fully
trained in their use. Various other economies of operation are graduslly being
introduced which have the prospect of reducing our expenses by a further $100,000
or $200,000.

Considerinz that the volume of business being handled by the bank for
the first five montha of this year is roughly 8% greater than the amount handled
for the first five months of last year, and that the volume is likely to continue
graduelly to increase, I think it is safe to say that by the end of this year

the operations of the bank will be reduced to a minimum possible cost and that we
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will then be enjoying thefull benefit of the better facilities of the new building.
At that time we are planning to reorganize the cafeteria service so that
the entire staff will get lunches free of cost; but they will be reguired to have
their lunches in the building. In the end, we believe this will be an economy
for the bank and a very great benefit to the employes.
I beg to remain,

Very truly yours,

/.,

AT Bﬁ““" ”""""WG
JUN 9 - 1923

. | (a®
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My 20, 1925 g

Dear Mr. Case:

 fhis will confirm my telegrsm to you of this
date, advising that the Federsl Reserye Bostd has

Committes L0 replece the 3 000 _of Jupe 15th
es in the System's mpecial sccount, by the
purchase et the present time of $15,000,000 of

securities and the purchase of the remaining
$168,000,000 efter June 15th.

VYery truly yours,

( sagned) D. R Crimsingei

D. R. Orissinger,
Governor.

M. J. H. Oase, Deputy Governor,
Federal Reserve Bank,
New York, M. Y.
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FEDE.<A. RESERVE BOARD

LEASED WIRE SERVICE e T
WASHINQTON

The telegram given below is hereby confirmed.

uay 29, 1925,

Case ~ New York

1,000,000
approves Open Market Committee replacing $31,000,
2;2:% wggl run gg‘f June 15th by purchase now of $15,000,000
and purchase of, $185000 any time after June 18,

/ Coo 0OCS
7 CRISSINGER

igitized for FRASER
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SN CEIVED
i b 1925

FICE OF
THE 6OVERNOR

=%/

R

oF NEw York

May 35, 1925.

Federal Reserve Board,
Washington, D. C.

Attention: Honorable D. R. Crissinger.

Dear Governor Crissinger:

I am this morning in receipt of your favor of May 21,’

in regard to the authorization to increase the Open Market Invest-
Camm———
ment Account in Government securities by & possible furthe;bgggghéﬁﬁmmammwmw

- cnminaTaT TR

of approximately $50,000,000.

- : — It has seemed to me that the recent redistribution of

it

investments, together with the situation in the money market, make
it unnecessary at the present time to consider exercising the authori-
zation, and I certainly would not feel willing to do so now without \/////
{ further consultation with the Committee and the Board.
It may possibly be desirable to have a Committee meeting
early next month, and I hop; that you will be able to attend, and we
may then have a full exchange of views.
I beg to remain,

Very truly yours,

BENJ . STRONGi

Governor.

R TCIN At R
% *wf" B P N
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M&y 22, 1926,

|
|
i
l L e
l

, <
- by

Dear Mr. Coze:

I agimowledge receipt of and shall bring
ta the sttention of the other members of the
) » of the 2lst|instant, concern-
nal adjustment effected May 21, 1925,
. of the amount of Government securities in the
3ystem acoqunt,

Very truly yours,

(bigned) D, R. Crisginge)

Gavernor.

¥re. J. H. Case, Deputy Governor,
Foderel Reserve Bank,
New Ym‘k, R.Y.

igi‘[ized‘h{5 ASER
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FEDERAL RESERVE BANK

OF NEw YORK

Open warket Investment Committee

RECEIVED
MAY 22 1925

OFFICH OF
THE GOVERNOR

for the rederal keserve Cystem ftay 21, 1925.

Dear Governor Crissinger:

heferring to our letter of isy 15,Sue aave inde the final sd-

————

Justment to-day of ?25,1@9,5;0 Government cecurities in the System

Account, tie detalls of which are shown on the statement

attachied nereto.

This together with the two previous acjustuents of ©28,000,000 each

brings the total to 473,140, 0.

The Federal iHeserve bank of Keanscs City advised tne Comnittee

that tihe teking of their full ailotient of Governwent cecurities would
&

leave *nem inesufficienl coll:itersl to secure toeir note issue und re- L///

gquested that £4,000,000 of their adjustment be in bills ratner than

fl-

Government securiti

f‘

b3

oy the Federal leserve zenit of Chicafo.
System readjustment from %8%,149,570 to 479,149,500.
Very truly yours,

Y but

§ , J. Z. Case
Deputy Governor

| 'onorable U. R. Crissinger,
aov,rnor, Federal neserve soard,
‘i.ehington, D. C.

l fnel.
{

gigitized for FRASER
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Therefore tuey’uove received aiditionedl bills
amounting to 4,000,000 with a corresponding reduction in their partic-
ipation of wovernment securities, which ias been oflfset in tue ullotment

nie caunge reduces tie total

W T R v



SHOWING FINAL INSTALMENT (423,149,500) IN READJUSTWENT OF GOVERNWENT SECURITIES IN THE

STATEMENT
SYSTEM ACCOUNT EFFECTED lhY 21 UNDER PLAN OUTLINED IN LETTER DATED WAY 6, 1925
Amount Book Value Selling Cost Selling Profit
Issue Sold (Price) Price Value Velue
June 15, 1925 4 1/2% T/N ¢ 2,882,000 100.08969 100.08969 v 2,884,584.99 % 2,884,584.99 -
3ept.15, 1925 2 3/4% C/1 488,000 99.99806 99.99806 487,990.58 487,990.58 -
Dec. 15, 1925 4 3/8% T/N 3,718,500 100. 56655 100.6875 3,739,567.20 3,744,064.69 4,497.49
Mer. 15, 1926 4 3/4Z T/N 5,120,000 101.02735 101.15625 5,172,600.32 5,179,200.00 6,599.68
Sept.l§, 1926 4 1/4% T/N 2,953,000 100.89077 101.03125 2,979,304.59 2,983,452.81 4,148,22
Mar. 15, 1927 4 3/4% T/N 2,210,500 101.6379%5 102.000 2,246,706.91 2,254,710.00 8,003.09
Dec. 15, 1927 4 1/2% T/N 2,990,500 101.84294 101.96875 3,045,613.36 3,049,375.47 3,762.11
Sept.15, 1928 4 1/4% 3rd L/L 2,787,000 101.42965 101.90625 2,826.844.57 2,840,127.18 13,282.61
23,149,500 $23,383,212.52 $23 ,423,505.72 $40,293.20

PARTICIPATION IN READJUSTMENT
Recapitulation Total Readjustment (9,149, 500)

SOAIYDLY [BUOEN SU} JO SBUIPIOH PSIISSEI08 / PALISSEIOUN BY) Wolj paonposday

xxFederal Reserve Bank of Kensas City has received additional allotment of bills amounting to $4,000,000 in lieu of like ameunt of Government securities.

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

Final Instalment {($23,149,500
Participation Participation
Szale Purchase in Profit Sale Purchase in Profit
Boston ¢ 5,629,000 - $ 9,797.64 #17,241,000 - $ 32,066.65
New York 10,398,000 - 18,098.39 31,846,000 - 59,231.65
Philadelphia 2,212,000 - 3,850.13 6,773,000 - 12,598.34
Cleveland 4,012,500 - 6,984.02 12,289,500 - 22,857.55
Ri chmond - 927,000 - - 2,840,000 -
Atlanta - 4,213,500 - - 12,903, 500 -
Chicago 898,000 - 1,563.02 11,000,000 - 20,937.47
St. Louis - 8,408,500 - - 25,751,500 -
xiuinneapolis - - - - - -
xxKansas City - 835,500 - - 10, 808, 500 -
Dallas - 4,083,000 - - 12,506,000 -
San Franecisco - 4,682,000 - - 14,340,000 -

$23,149,500 $23,149,500

¥ . .
X¥ederal Reserve Bank of Minneapolis has received additional allotment of bills.

¢40,293.20

$79,149,500 $79,149,500

147 ,691.66
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Mey 21, 1925,

Dear Jovernar 3trongs:

At the meeting of the Bosrd this morning,
attention was oalled to the feot th-t@_m
Invest~

% by the Open Harke

ment 8 or 1t authorizstion | orénse
the aosount by purohésing §50,000,000 of Govern~
ment seouritiss from time to timé, The Bosrd,
upen review of existing conditions, fesls that
befoare any purcheses to insrease the aggregate

of the Specinl Investment Aceount are made, they
should be sudbmitted to the Board for considerstion.

Very truly yours,

(Swgree Crissinger]
Governor .

Mr. Benjemin 8trong, CGovernor,
Pederal Reserve Bank,
Row Ym’k' n.Y.

LR bon SR ),//%//'k)’
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Eay 23, 1925,

Dsar ¥r. Cane;

fAinment securitieg held
unt, muﬁ”i‘n% ::‘ oy
‘ undey the - gut
e amitret 1 1
weeting om April 30th, Your lstter has been
Brought te the attemtien of the wmembers of
the Board.

Yery truly yours,

LA L 5
SUALN Y A ales ’
i oo alter B Bddy
Walter L. BMy,
Sesratary.

¥r. J. %, Onse, Daputy Governor,
Pederal Reserve Bk,
Yow York, X. Ye
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Open Market Investment Committee
for the Federel Reserve Systen _ May 15, 1925

Federal Reserve Board,
Weshington, D. C.

Attention: Honorable D. R, Crissinger

Dear Governor Crissinger:

\
For your information, we are making a. further readjust~

ment to-day amounting to $28, 000,000 of Government securities in

the System Account under the plan outlined by the Committee at

its meeting held April 30 and we are attaching hereto & statement

showing complete details. This, together with the redistribution

of $28,000,000 on May 13, brings the total to date to $56, 000,000,
The total redistribution will be completed through the

finel installment to be made on May 21, 1925,

VYery truly yours,

o MLJQ (rputetid Yo Ms/

czoY }\‘M J. H. CASE
o e - IY Deputy Governor
B ;,;_'__;::,:«.;.. D '
Encl. (1)
. s
' ST for=
el IR
M, Ak — /j -
Digitized for FRASER (4’@6 C(/M/Q %/'y/' Wz
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June 15,
Sept.l5,
-eCe 15,
war. 15,
Sept.l5,
mer. 1%,
Dec. 15,

Sept.15,
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1925
1925
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1926
1927
1927
1928

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis

BFFECTED WwAY 15 UNDER PLAN OUTLINED IN LETTER DATED whY 6, 1925

STATEMENT SHOWING SECOND INSTALLMENT (éZS,OO0,000)IN READJUSTMENT OF GOVERNMENT SECURITIES IN THE SYSTEW ACCOUNT

Amount
Sold

¢ 3,486,500

591,000

4,497,000
6,192,500'
3,572,500
2,673,500
3,616,500
3,370,500

+28,000, 000

Boston

New York
Philadelphia
Cleveland

Ri chmond
Atlanta
thicago

3t. Louis
lkinneapolis

Kansas City

Dellas

San Francisco

Book Value

(Price)

100.11122

59499796
100.58289
101.04803
100.90186
101.65277
101.85473
101.43673

Seliing
Price

100.11122

99.99796
100.75
101.21875
101.0625
102,0625
102.000
101.84375

PARTICIPATION IN READJUSTMENT

Cost
Value

v 3,490,377.69

590, 988.00
4,523,212.74

Sale Purchase
¢ 5,806,000 -
10,724,000 -
2,280,500 -
4,138, 500 -

- 4,345,000
5,051,000 -

- 8,671,500

- 4,986, 500

- 4,211,500

- 4,829,000

#28,000,000 +28, 000,000

6,257,399.51
3,604,715.09
2,717,686.91
3,683,576.56
3,418,924.98

328, 286,885.48

Jdelling
Value

# 3,490,377.69

590,988.00
4,530,727.50
6,207,971.09
3,610, 457.81
2,728,640,94

3,688,830.00

3,432,643.59

$28,340,636.62

Participation
in Profit

%11,145.27
20,586.51
4,378.33
7,944.44

9,696.59

#93,751.14

x Federal Reserve Bank of Minneapolis has received additional allotment of bills.

Prafit

-

7,514.76
10, 571.56
5,738.72
10,954.C3
5,253444
13,718.61

%53,751.14

y

SAAYD.Y JRUOIEN BU} JO SBUIPIOH PalISSeI0aq / PaYISSEIoUr BU wolj paonpoiday
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Iy 14, 1928.

|

|

[ Dear Mr. Hounds: 2
In sccordance with your request I sa

enslesing berewith a ocopy 0of our statemeat of

sarnings and expenses of the Federal resaerve

banks fer nn month of AMI 1926,

1 understand tht mum distﬂhtln
of United 3tates securityoldings will shortly
be made among the warious Fedsral ressrve banks
and if your dank bas any schedule prepared :
showing the distridution as it will take place,

1 should de very giad to recsive a copy thereof.
ft will aleec be appreciated If you will be kiand
sncugh to ssnd me ooples of any future astatements
covering redistribution of ssourity or asoeptanve
holdings between ths hanks.

Yory truly yours,

(Stemed) B, L. Smead

Bs L. Smead, Chier,
Mvision of Bank Operstions.

Nr. L. R. Rounds, ot

Controller of iceounts, Secfe
Federsl Reserve Baank, &9“'5&‘
Xew York, %, Y. W "

o
Englosure.
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May 7, 19285,

iy dear dovernor

This will ackuowlsdge your letter of Hay 6 'en-

closing mimates of the meeting of the Open Market Invest-

ment Committee, copy of letter tu uovernor Yanoher and

statenent showing redistribution of govermment saourities,

e Y

Yery truly yours,

TCE e T ’A.:'»&!ﬁﬂwz
N b, B. Oriessinger,
@Governor,

Kr. W’ 5tron¢, G"mug
Maderal Heserve Bank,

¥ow Yorkx, K. Y,
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FEDERAL RESERVE BANK e a0

NPT R

fae

OF NEwW YORK ;

,_.%_;f? 4

May 6, 1925.

Dear Governor Crissinger: ' . o St
od ph S
With this I am enclosing copy of the minutes o ,4£“ v
of the meeting of the Open larket Investment Committee —
held at the Federal Keserve Bank of New York on April
30, 1925.
For your information 1 am also enclosing

copy of letter;.with accompanying data, which is being

sent to-day to the governors of all the Federal reserve
banks.

Very truly yours,
JENJ . STHONC

Chairman, Open Market |
Investment Committee

Honoreble D. R. Crissinger, ‘
Governor, Federal Reserve Board, {
Waghington, DU. C. :

Encls. (4)
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May 8, 1925.

Dear Governor Funcher:

Pursusnt to the direction of the conference held in Washington in April,
I submitted to the membors of the Open arket Investment Coumittee alternative pro-
possls for a redistribution of tho short-term Government sscurities now held in the
Syetem Account, btut found that sotion by t!;o Committee could not be had without a
meeting, which wus accordingly held st this office on April 30. Al1 the members
of the Committee were yprugent, as well as Governor Criseinger snd Dr. Stewart. The
minutes of the meetiny of the Conmittee are enclosed herewitl.

Yarious plane for effecting the readjustaent were submit'ed snd discuseed,
snd 1t wae finally unsnimcusly agreed by the Committee:

1. That the distribution could[not)be sutisfactorily effected upon the
basis of sarning requiresments which would ifclude estimated smounts to be charged
off szainst tuildings or losses. That some of the other rescrve bankse had, during

the past year, made heavy charges sgainet surplue on sccount of those items and the
ostimate of earning requirements stould therefore exclude tiem from ths oaloulation.

2. That the estimsted % 83,00%000 of securities to be wo0ld by those re-
serve benks, to mit, Boston, New York, Yadelpbhia, Cleveland and Chicsgo, should
be tranaferred to those reserve banks which make the purchaees at the mzrket values
at which transaotions can sotually be made on the day the tresnefer is effected.

3. That!|no) allotment should be made to the Federal Reseorve Bank of
Ninpeapolis for the reasons explained at tho Washington Conference, but that bills
parchased for the Committee's account by the Federal Reserve bank of New York
should be sllotted to the Federal Ressrve Bank of Minneapolis until the equivalemt
of their sllotment of Government securities was made up in their pertfolio of bille.

The plan of distritution finally sdopted ie deseribed in the enclosed
sohedule *A," shich :lso ehows the results to each reserve bank of such redistritu-
tion. The figures vary slightly from the schedule prssented at the meeting of the

Bossittes as the latter was made up oo the basis of total holdings of $245,208,530
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shieh were later ineressed to $280,041,500.

There 10 also enclosed a etatement marked *BY showing the total smount of
securities to bo s0ld, tho book value, and Approxi-utioﬁ of tho selling value,
with the remulting profit to the selling banks which figure, however, ie not final
a8 prices aay ochange biforo the dmd transfer is effected.

There is al oo shomn on etatement “C" enclosed the details of estimated
earnings snd expenses shd of the ratio of dietridution resulting from the plan
adopted by the Committeo.

¥ill you not, se s0oh &0 possible after the receipt of this letter, tele~
&raph me shether the plan 1s approved or not, and if for any reeson it is not ap-
proved, will you be good enough to t;at.o the reasons in the talegram, so that the
Committeo may give ;roapt oconslderation to any sbjeotions.

Tho plan herewith subtmitted, which ocalls for a sale of pproximately
$83,000,000 of Government securities by five banks to eix of the other reserve
banks i@ propoeed upon this basis with the thought that those bunks whose partie-
ipations are to be ineressed »ill got the benefit of the inoreased earnings im-
modiatsly and without awaiting the possible purchase of the sdditional $50,020,000
or thereabouts as was muthorised by the conforence in Washington, There ie some
uncertainty ss to wbether these purchases will be mude, and if 80, how soon) eo
that the Committes undertocok to mske the distribution at this time with tho under-
otanding that if wsdditional purchuses sre made uncder the exieting autbority, the
dlotuato. will bo sade 80 as to reetore to the banke now selling the equivalent
ratic of what they have sold. In msking thie distribution of Governsent securi~
ties it has beenn deemed desireble to extend the time over a pericd of easy froa
two to three weeks.

P11l you be good emough to bear in wind that this acoouat fe an ex~

ceedingly compliosted one to conduot, eand that the project now submitted seems

.org/
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to the Ocsmittes to be osguitable and te meet the situstion as nesrly ze csa be done,
and to obviate tresneactione in the murket whioh might appesr not to be iu conformity
with the Board's resclution defining the purposes for which thess operations are
conduoted.
1 beg to remsin,
Very truly yours,

BERJ . STHORG
Chairman, Open Market
Investzent Coxmittee

Eals. (4)

My. E. R. '“.h.r’
\ Governor, Federal Reeorve Bunk of Cleveland,
l : Cleveland, Ohio
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- I orFICE OF

FEDERAL RESERVE BANK

OF DALLAS

: March 31, 1925 .
OFFicE orF THE GOVERNOR ‘ 3 3 3‘,

Federal Reserve 3oard,
7ashington, D. C.

Gentlemen:

At Mr. Talley's suggestion I am addressing the Board with refer-
ence to its telegram to him under Gdate of March 26 ) in which attention is
called to the resolution adopted by our board at 1ts last meeting author-
izing our officers to purchase for our own account govermment securities
up to $10,000,000, and directing us to suspend further purcnases until
otherwise advised by the Federal Reserve Board.

| I assume that Mr. Talley has given ample assurance, to which I
| need not add, .that neither our officers nor directors in taking the .
‘ action referrei to had the remotest thought of oversternoing their author- L////
ity or in any way disregarding the regulations and wishes of the Federal
Reserve Board. Mot only have the exigencies of our situation required

|
e T T e

that we seek every proper outlet for our funds consistent with svstem ]
policies, but numerous events had transpired in connection wi th our own 1

investment program to give what seemed to us every reasonable assurance
that the policy embodied in our recent independent purchases of Govern-
ment securities was not only one guite familiar to both the Federal Re-
serve Board and the Open larket Committee, but one which met with their
approval.

As is well known to the Board we have been confronted with no

more serious problem in the operation of this bank than the provision of
sufficlent earnings with which to absorb losses growing out of the unusual :*é
IFHQHWL In the Fall of 1923 these

osses began to develop in more or less determinable amounts, and with

the steadily decreasing demands from our member banks we faced a situation
which, in the absence of sufficlent earning assets, promised a substantial
encroachment upon our surplus and the decidedly unwholesome effect in this
district, as well as elsewhere, that this circumstance would undoubtedly
create. With an idea of precluding this possibility I took occasion when

in Washington the latter part of September of that year to request per-
mission of the Board to buy independent of the Open wmarket Committes's
operations $10,000,000 of Government securities, having previously ob-

tained the acquiescence of the Open Market Committee in that proposed )
action. Upon my return to Dallas Mr, Platt wired the Board's approval 'jk"'
of my request and we promptly initiated a purchasing program in keeping
with that authority. These purchases continued through the Spring of

1924 and by the first of June we had acquired, aside from approximately
$1,200,000 of three per cent Gold Conversion Bonds (which we had held for
several years) about $6,500,000 of these securities. During the latter
part of June, as our advances to member banks were increasing and we
were able to make satisfactory exchanges for bankers acceptances, we

mede disposition of all the government securities acguired under the
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authority mentioned above.

“ith the rumning off of our rediscounts in the Fall of 1924, however,
we were confronted with somewhat the identical situation which occasioned
our original request for permission to make individuzl purchases of govern-
ments for our own account. In discussing the matter with Mr. James of the
Pederal Reserve Board on the occasion of my visit to Washington in October,
1924, I told him that we estimated it would De necessary for us to set up
reserves of about 51,000,000 with which to absorb fairly well determined
losses growing out of indebtedness to us of failed banks. Mr, James ex-
pressed considerable interest in our situation uand advised me that at least
%ﬂg*gﬁ,ibs_Eﬁdazgl,Reserve Banks were buying long time govermment securities

ndevendent of the oper arket commIt¥es’. activities. While I cannot say
thet Mr. James definitely recommended that we follow the same course, it was
my impression that he felt there would be no impropriety in our doing so,
particularly as the ggfgggiiy previously graated us hed #eveFsbeen revoked.

On October 24 the State Treasurer of Texas offered us $1,000,000 of
Treasury notes maturing in March, 1926. It was our disposition to buy these
securities for our own account, but we were so anzious to taxe no step at
variance with the policies of the Open llarket Committee that notwithstanding
our previous activities on our owvn account and the conversation I had with
Mr. James, I wired Mr. lMatteson under date of October 24 of our contemplated
action. WNr. Case replied with a recommendation that we consult with the
committee before embarking on an independent program. I thereupon advised
him of my conversation with lir. James, as well as our understanding of the
activities of other reserve banks along the line of independent purchases,
assuring him at the same time of our desire to thoroughly conform our own
operations to those of the Open Market Committee. lr. Case' reply confirmed
our understanding with reference to the individual purchases of some of the
other reserve banks and stated in that connection that we would have to ex-
ercise our own judgment. He rather urged us, however, in the interest of
preserving the unity of the system policy to hold up any contemplated pur-
chases until that phase of the matter could be discussed at the Govermors'’
Conference in “ovember. I replied by assuring Mr. Case that we were entirely
amenable to and would abide by his suggestion.

On the occasion of the Governors' Confercuce referred to I had a
discussion of the matter with Governor Strong. I explained to him our ur-
gent need for earning assets and advised him of the conversation I had had
with Mr, James in October. He indicated that there would be no objection
on the part of the committee to our purchasing for our own account a rea-
sonable amount of long time government securities. A little later, Mr. Tallsy
and I had a talk with Governor lcDougal, and, I think, Governor Young of the
Minneapolis bank was present. Governor licDouzal stated that the Open Market
Committee was confining its operations to short term governments and ex-
pressed the opinion that the Committee would not loock with disfavor upon
the carrying out of our plan to acquire a reasonable amount of long term
government obligations. Subsequent to the adjournment of the Governors'
and Agents' Conference Mr. Talley and I also had a discussion of our in-
vestment needs with several members of the Federal Reserve Board.

http://fraser.stlouisfed.org/
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With a background of these more or less related circumstances, includ-
ing the various conversations and exchange of telegrams referred to, there
was nothing to disturd my belief that reasonable purchases of long term govern-
ment securities for owr own account were not only fully warranted by our urgent
need for additional earning assets, but were not objected to by the Federal
Reserve Board or the Open Market Committee., iiy believe in this connection was
sustained by the fact that the Committee's weekly reports indicated that
other Federal Reserve Banks, notably Chicago, purchased over & period of time L////
fO"l};'L,,T_N_;_____mM Trg the November Conference of Governors, substantial amounts of govern-
ment securities for their own account--obviously, to me, with no objection on
the part of the Committee or the Federal Reserve Board. A ter my return from
Washington, we began te buy at intervals long time government obligations,
reporting weekly, of course, to the Open Market Committee the aggregate amount
of such purchases, At the nlose of business February 28 we held total govern-
ments, other than our participation in the special system investment account,
of $3,609,350; about $1,250,000 of this amount, however, represented Liberty
bonds purchased in exchange for the three per cent Gold Conversion Bonds re-
ferred to above,

Although I had & previous meetings of the board informelly discussed
these purchases of government securities, it occurred to me proper to give
some definite shape to our policy in that connection, both by recording
our board's acquiescence to the purchases heretofore made up to that time
and having them establish some reasonable limit beyond which it would be un-
wise to go. At any rate the board based its actions upon my representations
to them with respect to the propriety of these purchases in relation to the
system policy, and certainly they should be absolved from blame, if any
attaches, for their conclusions.

Since receipt of the board's telegram of March 26, we have made no fur-
ther purchases of gowernment securities, and of course will in every way re-
spect and adhere to the Board's wishes and instructions in that connection.
If, however, the Board feels that it could consistently give consideration
to approving the resolution adopted at the last meeting of our Board, it is
my feeling that such action would not only be well warranted, dbut the amount
of securities thus acquired would not have any appreciable effect upon the
policles of the Open Market Committee or upon.the money market generally. .
Our daily statements reflect loans to mewmber banks of only about $1,500,000 L
at this time, and there seems to be little indication that our banks will
call upon us for much credit accommodation during the present season, al-
though of course later on there will be some little activity. Our best
Judgment at the present time, however, is that our total member bank redis-
counts will be relatively small at the peak of the season.

I feel that the Open Market Committee will testify to owr hearty co-
operation with it in times past. ™e believe they have our interests at heart,
and yet it should be remembered that we are quite removed from them and fre-
quently 1t is impossible for them to get an accurate appraisal of our real
situation here. Besides, the larger reserve banks of the system enjoy in-
direct benefits from open market operations, shifting of funds, such as the
acquisition of paper and securities under re-purchase agreement, and like
transactions, which are not available to us. The fact that it was recently

~ determined to disregard estimated losses in making allotment of system pur-
chases affords an indication of the possible lack of thorough appreciation

of the difficulties under which we labor in this district. We are very cer-
Pigitized for FRASER
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. tain that not the slightest discrimination was intended against this bank and
in fairness to the Committee I call attention to the fact that 1ts action in
this connection has been rescinded. Nevertheless it affords very satisfac-

: tory evidence that in some measure at least we are compelled to shift for

| ourselves and take at least some independent action---in so far as we properly

can without doing violence to system policies or disregarding tne authority

of the Federal Reserve Board---looking to the proper operation of this bank

as one of the units of the Federal Reserve System.

/%fully yours,
GoM

BANM EMe
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LYNN P. TALLEY OFFICH OF

FEDERAL RESERVE BANK JT\K \E&D

OF DALLAS
REGEIVED
J.r “’*ﬁxPM %1925

iarch 31, 1925. 33

CHAIRMAN OF THE BOARD THT GOVERNOR

¥Mr. D. R. Crissinger, Governor,
Federal Reserve Board,
Wwashington, D. C.

My dear Governor Crissinger: —_

This letter follovs my telegraphic apknowledgment(af your
telegram under date of iarch 26, in which you have called attention to what
appears to . the Board to have been negligence on my part in failing to specif-
ically call attention to the action of our Board of Directors at its meeting
on March 10, authorizing the purchase of U. S. Government Bonds up to Ten
Million Dollars.

There was no intention on my part to put the Federal Reserve
Board in the position of being left to obtain this information from a perusal
of a copy of the minutes of our Board meeting to which reference has been made,
or to minimize in any way the importance of this step. Without intending to
offer any excuses in conmection with the matter or in any way indicate that I
am not willing to take the full responsibility, even in the Board's view at
this time, I may state incidentally that I was called out of the Board meeting
before its adjournment, by a message amouncing the death of my wife's step-
mother, and left with her on the 1:05 train for her father's home. I was unable
to return until Friday morning following the Board meeting on Tuesday.

The Jjustification for our action in the matter does not seem to
me to 1lie s0 much in the authorization of our Board of Directors per se as it
does in the view of Governor ilcKinney, the other senior officers of the bank and
myself, feeling that our action in purchasing any Governments at this time was a

continuing policy Since Uctober, 1923, at periods in which the same attendant
circumstances which surrounded the Federal Reserve Board's original authority
existed. We can very well appreciate of course that the Board would not expect
us to act indefinitely upon some specific authorization merely from any lack
of revocation.

Governor McKinney and I have tried to avoid making the matter
of earning assets one of paramount consideration without due regard for the
broader effects of any action on our vart in making open market purchases.

I have always been of the oplnion and still cling to that conviction that
Federal Reserve banks should not bid for investments in the open market. You
will observe that we had already up to Larch 10 acquired some Three and three-
quarters ifillion Dollars of U. S. Government Bonds, mainly the Third 45's.
This particular acquisition in the aggregate was based upon the conversation
that Governor McKinney and I had with Mr. James when we were in Washington
last Tovember, at which time we forecasted, for the purpose of discussion, our
probable position at this time. If I am not misteken we also discussed the same
situation with Vice Governor Platt and r. Hamlin. r. James was rather free
to commend our thought in the matter and specifically called to our attention
w@iﬁ WEE_PEiﬂﬁ‘dSHE by the llinneapolis Bank a=nd the Chicago Bank in filling up
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their earning assets by the purchase of Governmentse. In the case of one of the
banks menticned we ot some impression that the Open lizrket Cormittee felt it
was not altogether receiving the cooperation that it felt should be extended,
and moreover essential.

o purchases have been made by the rfederal Reserve Rank of
Dallas without consulting the Open iarket Committee in the mmtter of policy
and as a matter of fact all purcnases have been made either by the Open MMarket
Sommittee for our account or the Open Marxet Committee has heen promptly ad- \///
vised of any purchases which we made through any other channel. We were care-
ful to preserve this contact because we are spo conscious of the effect of open
market purchases by the individual banks upon the Open ierxet Committee's
policy. We certainly wanted to be careful that we were not making purchases
in any way out of line with the Open ilrket Committee's application of its own
policy at the time. Ample opportunity, therefore, has been given in connection
with these purchases for the Open iarket Committee to take them into considera-
tion in connection witn its own sales or purchases as a nart of its policy.

Governor iicKinney and I did not regard the action of our 3oard
of Directors at its last meeting as being so much in the light of an authori- 1
zation, following our recommendation, but more as setting a limit for our %9?»

aggregate o« The thouzht has occurred to me that you may or may not
have read Governor icKinney's monthly report to our Board of Directors, which
was incorporated in the cooy of our minutes which you received. I think that
Governor cKimmey covered the situation very fully in that report. He sent a
copy of his report to the Board immediately after the meeting and showed me a
copy of Vice Governor Platt's letter of March 18, which you will observe ante-
dated the receipt of a copy of our mimtes. I% did not occur to me, therefore,
to write the Board specifically, and in view of all the prior circumstances,
Governor iJcKinmey and I feel that we were not doing anything out of harmony

with the views and policies of the Federal Reserve Board or the Open larket
Committee in naving authorized the purchase of an aguresate amount of 2,800,000,
of Liberty and Treasury Bonds 1n the interim between ilarch 10 and the present dztee

1 am inclined to agree with you that I should have made the
Jovernor's recommendation and the action of our Board & subject of specific
correspondence if for no other reason than we ought to appreciate nere that
the Board, and marticularly its different members, cannot always have in mind
the details of our situation here. On the oSther hami, we have consulted so
freely with the Open llarket Committee and different members of the Board and
have had such frequent occasion to shift our investments, that I saw no neces-
sity for writing the 3o0ard specially in this particular case, for which I am
extremely sorry.

1 am enclosing herewith a letiter from Governor lcKimmey in
which he sets out more fully than I have in this letter, what underlies our
conclusion that it is desirable to make the purchases under discussion and I
want to join him in the recommendation that the Board permit us to proceed with
the matter, but not beyond the point indicated.

org/
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I am also enclosing herewith a list of our purchases, which

includes special purchases since December 1, and wish to reiterate that we
felt perfectly comfortable in executing these orders in view of our having
observed that the Chicago, Kansas City and Cleveland banks were following from
weok to week an almost identical policy in connection with which no other thought
osccurred to us but that the whole matter was well understood by both the Federal

Reserve 3oard and the Open larket Committee.

Awaiting the further exypression of your wishes in the matter,

Yours very truly,
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LT OF U.5. SECURITIES HELT . TI JEDERAL RESFRVE BANK OF T _AS  JLUSIVE OF SPECIAL
PanTICIPATION ACCOUNT AT THE CLOSE OF BUSINESS MARCH 26, 1925 « o o 4 « o o « o ¢ o« & &

Date

Purchased Description Amount Basis Premium
10-29-24 3rd 4579 Liberty Loan Bonds 200,000,00* @ 102 3/8 4,750.00
11-6-24 "o " " " 1,000,000,00* & 102 9/32 22,812.50
11-12-24 woo® " " " 25,000,00+ @ 101 £9/32 476.56
11-14-24 "o n ow " 8,600.00* @ 101 27/32 158.56
11-21-24 " o o» " " " 16 ,400. 00 2 101 13/32 230.64
12-2-24 v " " " 125,000.00 @ 101 19/32 1,992.19
12-4-24 "o " " " 125,000.00 2 101 19/32 1,992.19

12-17-24 4% Tressury Bonds 1944-54 55,000.00 g Par -
1-2-25 3rd 4% Liverty Loan Bonds 500,000.,00 @ 101 4/32 5,625.00
2-21-25 noon " " " 250,000.00 3 101 1432 3,437.50
2-21-25 2nd " " " 250,000 .00 @ 100 29/32 2,265.63
2-24-25 4% Treasury Bonds 1944-54 195,000.00 & 100 29/32 1,767.19
2-25-25 2nd 43% Liverty Loan Bonds 1,000,00 & 100 28/32 8.75
2-26-25 n o " v " 2,500.00 @ 100 30/32 23.44
2-26-25 1st " " " 500 .00 2 101 27/32 9.22
2-26-25 3rda * " " " 500,00 @ 101 12/32 6 .87
2-26-25 4th * " " " 1,000.00 & 101 28/32 18.75
2-27-25 2nd " " " " 250,000.00 @ 100 31/32 2,421.88
2-27-25 noon " " " 700.00 2 100 30/32 6456
2-27-25 3ra " " " " 200.00 & 101 1lz2/32 2.75
2-27-25 noom " " " 1,000.00 @ 101 12/32 13.75
2-27-25 © 4th " » " " 650,00 @ 101 28/32 12.19
2-27-25 noow " " " 650,00 @ 101 28/32 12.19
2-27-25 4% Treasury Bonds 1944-54 100,000.00 ¢ 100 29/32 906.25
2-28-25 3rd 42% Liverty Loan Bonds 150.00 & 101 12/32 2.06
2-28-25 "o " " " 500,000 .00 4 101 11/32 6,718.75
3-3-25 2ng " " " 250,000.00 3 100 27/32 2,109.38
3-3-25 3rg " " " " 25,000,00 2 101 7/32 304.69
3-3-25 »oow " " " 225,000.00 @ 101 8/32 2,812.50
3-9-25 2na " " " " 1,000.00 @ 100 25/32 7.81
3-12-25 3rd " " " " 650 .00 @ 101 12 /32 8.94
3-13-25 2na " " n " 750 ,000,00 @ 100 26/32 6,093.75
3-16-25 4% Treasury Bonds 1944-54 150,000.00 @ 100 17/32 796 .88
3-14-25 4th 434 Liberty Loan Bonds 500.00 ® 101 22/32 8.44
3=19-25 noon . " " 500,000.00 & 101 25/32 8,906.27
3-20-25 "o " " " 195,000.00 @ 101 29/32 3,717.19
3-20-25 lst v " " " 200,000.00 @ 101 20/32 3 ,250.00
3-20-25 " ow " " " 11,000.00 @ 101 17/32 168.44
3-20-25 noon " " " 10,000.00 & 101 18/32 156.25
3-20-25 oo " " n 22,000.00 @ 101 19/32 350.63
3-20-25 v . " " " 45,000,00 @ 101 20/32 731.25
3-21-25 woon " " " 7,000.00 & 101 18/32 109.37
% 3=21-25 L " " " 10,000.00 @ 101 20/32 162 .50
* 323-25 3rd * " " " 1,000.00 @ 101 19/32 15.94
3-25-25 st " " " " 70 ,000.00 @ 101 20/32 1,137.50
3-25-25 2nd " " " " 500,000.00 ¢ 101 30/32 4,687.50
3-25-25 3ra " " " " 6 ,000.00 @ 101 19/32 95463
3-25-25 oo " " " 125,000.00 @ 101 20/32 2,031.25
3-25-25 4th " " i " 369,000.00 & 101 30/32 7,149.37
3-26-25 noow " " " 500,00 $ 101 £9/32 9.53
Totgl = = = = = = = ~ = = 7,082,500.,00 Total Premium paid 100,492.38
*Purchased in Brokerage patd 669.44

igitized for FRASER Premium Agcount (including Brokerage) at close of 4-i6-i5 11.50
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FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE) | .Z 3 3 Itji’/.

RECEIVED AT WASHINGTON, D. C.,

238f je |
o pot®
Dallas 334pm Mar 28 /728

Crissinger
'~ Washn

Acknowl edging telegram date [there was no intention to ignore

Board', provisionsa of p‘éragraph B section 14 ?jederel Regerve Act
or linstructiona letter X-3689 April 7th 1983 in connection with

matter which you called to my attention. We have no other

desire than to respect Board's wishes as presently expressed or
E oﬁherwiae. Letter giving full details follows.

2 lfalley

3 444p

D: itized for FRASER ;
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Maroh 26, 1925:
£

Dear W, Telley:

*It sppears from the minutes of the meeting of
your Boerd of Direotors held on March 10 thst

This will confirm the following telegrem sent to
you tadey: ,

the Bosrd of the Dnlles Bank suthorized the offi-

oers to purchese up to $10,000,000 of government
baends. Board here is surprised that important
aotion of this kind should not have been speci-
fioally oslled to its sttention. Beerd further-
more notes that officers of the bunk have moted
upon this suthorization without first referring
metter to Federal Reserve Bosrd, notwithatsnding
provisions of Parsgreph (b) of Section 14 of the
Aot snd the open merket principle adopted by the
Board pursuant thereto (letter X-3689, April 7,
1923). You are therefore directed to suspend
further purchases under this suthorisetion until
otherwine advised."

Very truly yours,

D. R. Crissinger,
Governor.,

e, Iynn P, Telley, Chairmen,
Podersl Reserve Bank,
Dellss, Texss.

aor o 2/3/ &

ALl Crne 3/ G/ 7’5'—/

4
pr

A
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o FEDERAL RESERVE BO..RD
LEASED WIRE SERVICE
WASHINGTON

The telegram given below is hereby confirmed. s v et

[ i 20454 »

March 28, 19286

1 - 1lla i o e e e
Tiiey - Datee / s e 3 vy

It aprears from the minutes of the meeting\of your Board of Directors held
| on Marsh 10 that the Bosrd of the Dallas Bank authorised the officers to
y purchese up to $10,000,000 of govermment bonds. Board here is surprised that
7 important action of this kind should not have been specifically called to
jts attention. Board furthermore notes that officers of the bank have
acted uvon this authorisation without first referring matter to Federal
Reserve Board, notwithstending provisions of Paragraph (v) of section 14
of the Act and the open market principle adopted by the Board pursuant
thereto (letter X~3689, April 7, 1925). TYou are therefore directed to
‘ suspend fg;ther purbhages under this authorization until otherwise adviged,

| & Crissinger

g \\Q/ 11&
A .?\{ i Py
Digitized for FRA\&%Q/L{/ o

http://fraser.stlouisfed.org/
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FEDERAL RESERVE BOARD
WASHINGTON

OFFICE OF GOVERNOR

It appears from the minutes of the meeting of your Board of Directors held

ey ‘
on@f’-’---f-/-" that the Bosrd of the Dalles bank suthorized the officers to

purchase up to $10,000,000 of government Bonds, 139-5‘3.“; s surprised that c&/
4 —

important action of thjs kind should not have been spesifically called to
its attent ion, Board furthermore notes that officers of the bank have acted
upon this authorization without first referring matter to Federal Reserve
Board fer—ttsmammmesel, notwithstanding provisions of Baragraph (b) of
Section 14 az::;:' %M&ptad by the Boa:rd pursuvant thereto

(Letter X-3689, April 7, 1923), You are therefore directed tc suspend C %
™ “ - {

tgﬁw f‘u;_'ti.her purchases under this authorization unt 11, W

Digitized for FRASER
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F orm No. 131.

folce Correspor _.er e : o b mes e
T — 1M Subject: _»iﬁ ﬁ*'gf,—fig {
Fr \;2_ / W .

/ 1—84906

Earlier in the day I caelled your attention to the
action of the directors of the Dallas benk in authorizing

! the officers of the bank to invest up to $10,000,000.in

{ Government securities. I am sttaching hereto report ‘of

the Boerd's committee which considered the action taken

by the Governors snd Agents with respect to the advisability
of reserve banks investing in Government bonds for eerning

P2

ReE J;(Qw‘ 'w-m:;/&6//}§7—

D@m%gﬂL“' 5r“” . J
http://faber. ouisfed.qg/ ( .&éc ot 3/; //2’3’&
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' FEDERAL RESERVE BANK

& OF DALLAS

March 21, 1925

LYNN P. TALLEY
CHAIRMAN OF THE BOARD

Federal Reserve Board
Veshington, D. Ce
Gentlemen;

There is enclosed for the informstion and
files of the Board a copy of E{l_ey_‘miﬁnrutes of an adjourned
meeting of the Board of Directors of this bank, held
on March 10, 1925, |

Yours very truly,

ﬁK Ghailrman
Zncle

o “3 - /I ammam—r
. ! {'}C A% gﬂutkﬁ'“xq‘,--v‘: 7 jfé -"4 74}
Digitized for FRASER ‘ / -~ -
http://fraser.stlouisfed.org/ ' A—*‘Z«é Akl ¥ /7’d

Eederal Reserve Bank of St. Louis
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KIBUTES OF ADJOURRED :EETING, BOARD OF DIR:CTORS, FEDARAL REVERVE BANK OF DALLAS
MARCH 104 1926

PRE"ENT: Lymn Pe Talley, Chairman
Je Js Culbertsom
J¢ Be Prost
Frank Xell
We Be Tatriox
3. Bs Porxins
Howell E, Smith

ifre Ve lla lMoGregor, Member of the Pederal Advisory Council, Govermor rioiimney,
Depaty Governor Gildert, Cashier Coleman, issistant Cashier Freemsn, ami General Auditor
Poulks, were also prosent. '

The mimtes of the regular meetings of Fedruary 7th snd !Marah 7th were resi and
approved.

The Chairman referred to the action om matters concidered at the Februaxy meet-
ing, mentioning that the Federsl Reserve Board had approved the salaries of officers of
the bank in the ammounts previously indicated would be approvec, if recommenied by the
Board of Directors; the reorganiszation of the Insolvent banks Department, and increzszes
of 3300 each in the salaries of liessrs. "hite and islexander, representatives of that De=-
partment; also sn inorease of 3300 per ammum in the sslary of G, L, Childers, representa~
tive of the Member Bank delations Department.

- The Chairman presented the Mderal wserve Board 's letter of Pebruary 5th
(X~4263) subject "Membership in the American Adoeptance Counoll and American Bankers ise
sociation. After some disoussiom 1% was the wnanimous judgment of the directors that the
bank should oontinue its membdership in both organiszations, and that the expense was fally
Justified, Upom motion of ir. Culbertson it was so voted,

The Chairmen presentoed tha report of the Gemeral Auditor covering audits of
departments and analyses of general ledger accounts during the month of Fe¢bruary. The
reoport was noted with interost and ordered czpread upon the mimutes,

“HEAD QFPICE
Desoription of Aooounts lonth of Date of
CASH DEPARTIERT Fobruary ~ 1925 revious Aud
Nonay DAvisian - Assorting Teller 4 1/6/25
Pederal Heserve Dank Notes Outstanding Acoount Closed
Ps Re Nogtes Porwarded for Recemption 4 1/6/25
P. Re FBotes in Transit from Other F, R. Banks 4 1/6/26
Gold Certificates in Transit {Acoount Closed 2/21/25) 4 1/6/25

Digitized for FRASER
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Gold in Transis (Account Closed 2/21/25)

Legal Tender Notes in Transit (Asoount Cloaed 2/21/25)
Officers ! Cash

Paylng Teller

Fostage ~ Cash Department

eoeiving Teller Hoe 1

Heoeiving Teller lio. 2

Silver Coin in Transit

Pederal Joserve Notes in Transit

Securifiss Division
Securities Held in Trust

FEoE8L RISHAVE AGEI?'S DEPARTUERT
Pe T Hotes o Hand (Not a Censral ledger iacount)
Gold with federal Jeserve igent

FIACAL AQENCY DEPARTIRIET

Joupons o Hend
Tiscal Ageney Suspense Acoount

FPostage Flsonl igency Depsrtuamt
Transit Items Credit - GOvernment

Us 3¢ Tresmursr’s Gensral Acsount
Us Se Treasurer's Suspense Asgount
¥ 1 AL QY LGN g RS AL00RINY
Depssitary Balanoes lue from Depositary Bsnks
Inter~Departaental woeipts Nutstanding
gecurisies Peliverel Subsoriders
Securities Forwarded Treasury Lepartment
Seourities in VYault
Securities m Hamd with Tellers
Seourities Received from Jubsoribers
Segurities Moeived fronm (reasiry Departmont
Subseription Receipte Untstanding
INSOLYERT BAXKS ' DEPARTNENT
Clalms Aecemmi Milef or Xspended Damics
Cellatersl Held from Suspenied Banis
Oredits - Agosunt usperded Baukn
Deferred (Mnrges - First Hotional Bank, Hearne
dxponse of Collecting Paper Held Crom Susperndod Banks
oty ALy Db BERASE 8780:0
;WMt soquired wmier Foreclosure
Interest Collected on iodiscounts from Palled Banim
Dividend igoount, Clty Bat ')l Bankc, 51 Puso

- 4

bigitized for FRASER
http://fraser.stlouisfed.org/
ﬂzederal Reserve Bank of St. Louis

Homth of Date of
4 1/6/25
4 1/e/28
4 1/6/28
4 1/8/28
4 1/6/25
4 1/6/25
4 1/6/28
4 1/5/26
4 1/6/26
24 1/18/28
Xot lade 9/26/24
Eot Inde 9/25/24
2 1/8/28
" »
" L ]
. 3 "
] [ ]
1 "
" "
" "
[ ;] n
”n ]
] ]
” "
” ”n
i ”
”n -
g 10/23/24
o "
;] ]
" [; ]
;] "
] »
”
14

{ Hrpnod ;/3/351
{Opened z%/zm
{opsned 2/27/28)
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Month of Date of
february - 1928 Frevious Avdjt
LOAN ARD DISOOQURT IEPARTMENT

Mvanos Remittanoes Held « L, & De Hot lade 1/28/25
dpproved Offerings, Cellateral Notes ani Bankers' Acoept~

ances Held for idsount of imber Banks " 1/28/25
Bills Bought in Open lMarket " "
Bills Digoounted for lember Banks -

Jegured by U, S5, Govermment Obligations " "

Other Bills Disocunted " "
Collateral Held as Security igainst liember Bamks Ind. " n
Documentary “tamps = L. & D, " "
Offerings Held by Credit Department " "
Paper Pledged with Federal Reserve Agemt " "
Payments Recelived on Additional Collateral " "
Securities n Hani anl in Transit " "
Unearnad Disedount - Bills Bought in Opem inrimt " "
Unearned Pisocunt - Bills Discounted " "
Poreign Loans on Gold " 1/19/25

dnvestment Division

Discommt om U, S, Securities 24 1/19/25
Other U, S. Bonds " 1/19/28
Participation in Special Jawestments Us S. Securities " "
Presium om Ue 3, Securities " n
Treasury Certifioatos of Iniebtodness " "
Troeesuiry Xotes . " "
Ue 5o Bonds t0 Seoure Circulation Aocount Closed
Unmatured Coupons 24 1/19/25
Securitiee Sold unier Repurchase .igreement fram Special
Investment iocoount 24 1/19/25
JERVICE DEPARTWENT
Ouisine Divisiom
Cuisine Acoounts Payable 26 12/31/24
Cuaisime Coupoms OMatstanding " "
Cuisine Servioe " "
Cuisine Stares " "
TRANSIT DEPARTUERT
Cheoks and Other Cash ltems Not iade 1/13/25
Dallss Clearing House " "
Due to Other Pederal Reserve Baniks - Colleoted Punds ol "
Exohange for Clearins House " "
Inoomw and cxoess Frofit 7Tax ~ Unadjusted Items n "
Tronsit Items Credit ~ Foderal Reserve Banks " "
Transit Items Credit - lbmber Bamks " d
CLransit Items Debit ~ Federal 3eserve Banks “ "
Transit Itemes Dedit - Ime from Uther 7o Rs Banks " "

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

Translt Items Debit -~ Member ani Hon-llember Banks Kot Lisde 1/13/25
Salleation Pivision
Bills and Drafts Forwarded for Colleation Fot lade 1/22/28

VAR PIBARCE DEPARTHINT :
Dommentary Stamps - W, Fe Co Acoount Closed
Figonl ACSRIY. Goner adger Aogounts
sdditional Collateral 11 12/5/24
Bills Reocelvadle « Form B » "
Collateral to 5ills Rocelvable n "
Colluateral to iadiscounts " "
Funis Held Pemding Approval Refund Appliocation " "
Punin Heosived from Treasurer U, =, " "
HMsoellcneous Items Held in abeyanoce " "
Hegotiable Securities Held as Collateral i d
Botes Forwarded for Colleotion " "
Recelipts Dep.sited with Preasurer Us 3. " "
Asdiscounts " bl

- MISCELLANEOUS ACCOUNTS

Abrasion - Light Weiglt Gold 14 1/15/25
Avanoe Traveling dxpenses 10 1/10/25
Appropristion for Bduocational Furposes 14 12/71/24
Bank Pramises -~ Iucluding Viults 14 12/51/24
Capitsl Psid in by appliomnts for liembership 28 12/71/24
capital Gtook Iaid In 28 12/51/24
Cashier's Chooks Oytstanding 26 1/26/25
Clainms Reooverable 28 1/31/25
Difference Aocount 28 1/71/25
Employees Suspenmse socount 14 1/15 /26
Expense Cheaks Ontstanding 26 1/26/25
Sxpense Current 28 1/31/26
sxpenses Paid im Advanoe 14 1/15/.:8
Cxpense Reooverabdle 28 1/31/25
Federal iwserve Hxchange Drafts 26 1/26/25
Fedsral Rpoerve Transfor Drafts 26 1/28/e5
Fivo Per Cent Yunmi - Against F, R, Bank Hotes Acoount Closed
Five Fer Cent fumd ~ lember Banks {acoount Closed 12/17/24)
Fixed imohinery ami Bquipment 14 12/31/24
roreign Benics 14 12/15/24
furniture and Equipment 14 12/71/24
Gold Redemption fund « Pedersl seserve Hotes is of 1/31 48 of 12/71/24
inll Insurance Suspense SKcoount Aocount Closed
iember Banis - Reserve Xosount 28 1/31/256
Hiscellaneous Earnings 28 1/31/26
Kon-liember Claaring iocount 28 1/21/25

Digitized for FRASER
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Komth of Date of
- 192 $ il

Overdrafts ~ llember Banks 28 1/31/26
Pay 3011 Cheoks Oatetanding 1/26/25

Penalties on Lefiocient Roserves

Profit anmd Loss 28 1/31 /25
Real Estate lortgsge 28 1/31/25
R-serve for Lepreciation on bank Fremises, Inoluding Vaults-zzot Hade 12/31/24
Reserve for Depreciation on Fixed aoh., and Roulpment

Reserve for lepreociation on Us Ss Teocurities "

Reserve for Losses Liquidatimg Benx Loans 14 1/15/25
Surpius fuod Hot lnde 12/31/24
Kisoellanecus Suspense Looount 14 1/15/286
Unadjusted Life Insuranoe 14 Opened 12 fn/m

1/1 to 1/31 12/1/24 to 12/31/2¢

Equity of Pe & M Otate Dank, Hearme, Texus, in Real
Estate Mortguge (50;.) 28 1/31/25
ACCOQUED3 CHECKED OR ViilAlib LAILY
Agorued Dividends Unpaid
Adoorued Supdry cxpenses Unmpald
Asorued Texes Umpaid
Adjustmemt ~ Transit Items
Caah Dgpartment - Juspense
Disocount Garned om Pills Bought im Open X rket
Disogunt Barned om Bills Disooumted
Dividexis icorued
Gold Settlemsnt Pund (Dally wire)
Interest Aicorued om Real iustate lortgage
Interest Aoorusd om Ue S. Securities
Interest Larned Mt Kot Collected ,
Interest Larmed om “peoial Investments, Us e Securities
Baraings an Ue O Ceourities
Tranelt Itemg Uebit ~ A, Ce Cs He Banks
Tellers icoount
Transit Suspense
Interest Acorued om Forelgn Lomms
Interest Sarned om Foreign Loans
MISCELLANZOUS AUDIT3 ARD ARALYSES
ROT IN G5KiRAL LuDG:R CONTROL

Insurance Folioies and Bonis Sot lmde 1/31/26
Kotary Amd 28 1/71/26
Fay 0ff implayees Hot iade 12/31/24
Postage ~ Mailing Dep:rtment , 8 1/1/26
Transit Hold~-Over ltems 13+26 1/ 12/25-1/29 /285
Vault Combinations and Controls Bot Imde 12/31/24
Inventory Stock 3oom 17 4/8/24
BRANCHES
Bl Paso Hot imde 11/ 4/24
Houston , " 10/ 4/.4»

;
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Governor laKinney submitted a report covoring the operations of the bank during

the month of February, which was noted with interest and ordered spread upom the mimutes

"March 10, 1926

Board of Dirsotaors
Podernl feserve Bank of Dallas
Dallas, Toxus

Gentlomen:

Businge: coditions in the distrioct, on the whole, continued during the
month of Pebruary to reflect a very satisfaotory situation and outlook, alithough
the effucts of the continued winter drouth wore the subject of widesproad complaints,
partimlarly in the grain belt and ramge oountry where lack of seasonal moisture has
caused considerable deterioration in wintor grain orops, ranzes and livestook. Prom
all seations of the district eome reports that the farmera zre well up with the work
of preparing the soil for the new craps, and that with normal weathsr conditions dur-
ing the growing seeson the outleook is favorable for another sucocessful year from the
standpoint of production. Our information is thst there will be no substantisl change
in the distriot’s ootton acresge. ‘hile there may be a slight incresse im ‘est Tex:s
as thé result of a smaller aoreage devotod to small grains, it appears to be offset by
the prospedtive raduction in the asotton asarsage of Sast Texns, where an efrfort will
be made t0 overocoms the acute shortage in the feed supply of that seotion by devoting
a larger adrsage this year to feedstuffs,

Oar daily statements oontimue to refleot a very limited demand for rediscamt
agoommodation. In faot during the first few days of Pebruary our loans to menber banxks
showed further declines, reaching on the 10th of the month a2 new low point sinse 1917
of 71,889,000, That date mariced the turning point, however, and while the applicationms
are still compamtively light our losns to mmber banks on the last day of February,
leaving out of oonsideration the borrowings of the sam® two large oity banks referred
to in my last report, show an excess over the last day of Jamsry. In other words,
although your repors of our operations for the month jJust ended indfontes a reduction
in these loans of a little over 3100,000, an analysis of the acoount shows that out of
a total of 64 borrowing banks on the 28th dany of Pebruary, 52 of them were owing us
1,116,017, a sum slightly over a half million dollars in exoess of our advances to
only 36 menber banks on Jamary 31, The demand for new advandes during February came
chiefly from banks located im the cheep and goat ralsing seotions of the district in
antiolpation of shearing operations, which will be well wunder way this month, Fur-
ther evidence of the :lightly incrensed demand for accommoiation is found in the faat
that we served 47 member banks during Pebrusry as ocompared with 38 during the preceding
monthe 4As an indlsatiom, however, of the camparatively s all volume of loan trans-
aotions we are now being called upon to handle, it 1s intere:ting to observe thut on
February 26, 1924, 141 daniks were owing us 1in exoess of 310,000, while on the sare day
two years ngo 245 banks were owing us almost 717,000,000, An even more sismificant
comparison is found in the tigures I have Bed oompiled with respect to the numbe: of
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darry-ov.r iines for the past two yearse Our records Iinlioate that a total of 51
barrowing banics failed st any time during the yesr 1923 to liquidate in full their
indobtednoss to the Federal :0serve lenk, :uring the year 1924, excluding bsnics witch
have sabsegquently falled, only 14 member institutions were unsblo to liguldnte in full
thelr Yedersl iscorve fanmk borrowing:, aud of these banss nine have subsequently retired
their indebtedneas here im fulls

Wihile the above scircumstances combine, of oourse, t0 place us in a vory favor-

{ abls position with relation to our member benmks and the distrist as a whole, they

novertheless operate to a distinot dissdvantage with respect to our sarminers. >os:ibly
no phose of our present sitaation presents s more serious problen than that of provide
ing out of limited earning assets suffioient fundis with which to meot owr dlvidend and
exponces and at the sume time, without enoromachin: upom our zarplus, sliminate losses
in conneotion with railed benicse 4s & rosult of the open reriet committee's recent
poliay oi feeding the system investments to the maricet, the total system holdings wure
vory substantially reduoed during Psbruary, and of ocurse this bank shared a proportime
ate loss of these earsing assets. Dluring Pebrunry our bankers bills ran off some
£74000,000 net, while ocur partiaoipation in system purchases of govurnmemt obligatimng
was redudged over o miiijon and half dallars. The System holding: of sovernment seour-
ities have declined from $500,000,000 in Hovembor to 3270,000,000 on Pebruary 25. Co-
inoldent therewith there has been & hardening of interect rates =s outlined in the Open
larcet vomaitios's lass repors, which I will read in commeotion with tlds report. 7The
mAriket on baniers Ac0esptances nt the present time is substantially ome per cent hisher
than the low paint reached last 7all,

Although we wore ablo t0 aoquice falrly substantial amounts of lomg tims Govern=
ment bomis, our total samning nesots hed dwindled by tho last day of Fabruary to a
little over 136,000,000, a net decresse over Jomsry Ul of some 37,500,000, This, of
acurse, agogunts for the mariosd dearonse in the emount of our gross earnings for
Pedruary, which, yoa will note from your statement, totaled 299,187.91, or almost
J60,000 less thoan gross sawnings for Jamarys These carnings lacied 328,340.68 of moete
ing the month's expenses and accrued dividendi., This deficiemoy not omiy absorbs our
previcusly sccumilsted net eamings of 520,178, ut leaves & net defiolt om February 28
of 38,188.21. It alould be added that part of this defiolt was oosasimmed by the
transfer from n:t sarnings of soms 53,000 representing pest dus iptercst colleoted in
omnection with paper aocquired from failed benks, e have determined that tle more
saticfaotory aceounting preeedure would b6 to place this past due inters:t in & suse
pense aecount peniing final settlemont of ths varfous trasts conoerned, at whioh time,
of oturse, these mmounts willi find their way bask into our sarning:, or used in row
ducing the ammnts charged off im sonneotion with paper of failed benite,

iz roforrod 1o above, w purchased during Mdbruary for our own scoount Liberty
bonds in the sggregate amount of 1,289,350, The amoquisition of :lese long term bomds . p
indepsnient of thw oomulttes i3 not gut f hirmony with the prezent policy and wiskes \//
of the gommittes, which is now amfining its operstions to sphort tor:m Governmemts,
I dizwussed the prodbabllity of our dolng thic with membors of the .ommttes when last
in Yashington and they voloed mo objeotion. I should be plad to disouss with the
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mombers of the board the question of making further investments of this character, as it
is the judgmemt of Nre Talley and me that our need for earmings warrants further sub-
stantial parghases. J

4Although the Opem larket Committee is allotting its purchares at the pre-ent \
time only on the basis of vxpense ani dividend requirementa of the twelve banks, it was
determined at the last meeting of the committee that the plan in effeot last year -~ whidh
also inoluded estimetod oharpe-offs in arriving at the basis of allotmeut -~ wus the more
equitsble ome anmd would be re-imstated om or sbout ipril 1, by which time more or less
agcurate estimates oould be submitted by all banks., ‘his action of the comnittes, of course
affords us great oomfort, as we fecl that the matter of eliminating losses ghouléd ooms in
for as mioh consideration in determining the proper basis for the apportiomment of system
inve -tments as the metter of paying expsnses and dividends «- particularly dividends,
The Opem lirket Uommittee has mever failed to give full comsideratium to the peduliar needs
of our situation here and we feel very grateful for their oontimed coopsration. lerely
as & contrast with our present situamtion it is interesting to note that on rfebruary 28
last year we haod sacumlated ¥184,9685 net earnings over and above expenses and aocrued P
dividltli. v

Un the last day of the month jJust emded our earning assots consisted of the follove~

o

ing:

L —

BA1ls disoounted for mOEDOr DBIKS «veeessssssssss52,599,093,30 |
Bankers ﬂ“@ptwOQBQQQ-‘ov‘oaocotouo--.on-no;ooscnols‘;wa;zm':‘mw -
forelipn iosus on POlAesesenracsarnnnssrsonvesenasae 599,0(}0.i?-‘0 e
Liberty Bonds (3-3 montioned SbOVe jesecsescsascscsns 5.259.350000 V‘
Partioipatiom in system purohases of

Ue Se Government B00UritioBescasconsssesssssesald 342,500,00
Othor Use B¢ DO Seeessscessscecsrssssnsccssssonnne 00,0 \

Tﬁt&lo...m..-.uo...-.-on-.u.a-u.u’--ou-u......@36,154,251.97

In oomneotion with the item of 399,000 representing foreigm loans om gold, I may
add th't the Pederal Resorve Banx of Hew York recently remewed 36,000,000 of the adv:nos
to the Bankovni of Prague at 3% por cent imstead of 3 per oent. Our partioipatiom com=
timues at 228,000,

For the first time in many months our Losn & Discount Department held on February 28
no past due paper im its files. All earning aszets, exolusive of government obligations,
wore distributed by maturities om the last day of February as follows:

Dus within 15 dm...........-.n....% 7.?25'214342
Dae botween 15 and 30 daysececervense 3.449.59703’
Due baetween 30 armd 60 dayBecsccccess 4,45@.670.12
Due betweun 60 and 90 da¥Beeccrcncoe 1.779,536.93
Ime botween 90 days and six monthe,.. 320,077.15
Tue aftor siy mOnthSeeessvsccssoncee ?8,535196
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Our oxpmpes for the womth of Fabruary, amounting to 104,344,651, wore
almost 3,000 less tham for Jomsry, the decrease being oxplained in the analysis
of ingreucs and dearease in ¢xpenases whivh you will find among the data before you.
Compared with 1924 you will observe that we effooted s reduotlon this ysar for the
month of February of 11,000, while for the first tws months af 1986 our axpenaes were
$34,838.,23 less thon for the correspomiling period of 1924,

(ur Pederal eserve notes oontimsed to mm off during the mmth, degrozsing
from 347,709,000 on Jamary 31 to 46,274,000 on the lsst day of February. The
precent clroulation, hovever, is still come milli.n and s balf greater than m
Pebruary 28 a yoar ogo.

%ar total depusits om Fedbruary 12 roached the Mghest point in the hiastory
of the bank == 372,860,000, Aprroximately 335,800,000 of this amount, howsver, is no-
aounted £o0r by unsettled Malances dus t0 the fnot that this benk remained open on
February 12, on which date, belng Iincoln's bdirthiay, the Pederal Reserve Doard and
most Of the other Feder:l Issorve Bunks were alosed, Howover, #u the following day
our dgposits receded only to (389,004,840, which still loaves a peak since the beginmning
of the bank's operationss Our membor banks reserve deposits on Pedrusry 28 amounted
to 88,154,077 as comparad with 364,072,560 on Jamary 31 and 756,407,507 on Pebruary 28
a yoar agoe. Jtatistios compiled from the oconmdition reports of member baniks as of
legsmber 31, 1924, show th:t om that date the total deposits of membsr baniks in this
distriot for the fir:t time in thelr histary passod the one billion dollar mark, the
total being 11,004,226,000, which oompares with the previous high point of 1960 ,000,000

f on Deosmber 31, 1919.

Dae to emstantly deoreasing sarning assets our reserve positiom went up to ad
high as 7640 por cent during the month., On the last day it stood at 73,5 per cent, as
copared with 67,2 por ocent an Jamuary 21 and 41,9 per oent om Pedwuary 28, 1924.

Although we mede n0 advances £a acoount of the “ar Fioance Corporation dure
inz Pebruary representing primary obligations, there wore transferred to us from
Zonses Oity loans aggregating 5225,119.27. Te also advanced expense wonay totaling
$21,327.02. Out of totel loans of tho “ar fnance Carporation of .[39,562,446,81
haniled by this banc, 3,620,840,52 is at present cutstsnding.

A net reduotion of four during Pebruary lsaves our prasent us:barshi: at
858, ™his otmpares with 859 on the lazt day of February a yunr ago. The following
shanges ogeurred during the month;

ADVIISIS s

Mrst Hetiomal Benk, Joslaso, Yexns, a primery organization,

Plrat 3tate Sankg, lstanoia, L, l., fomerly the 3tookmen's
State Bank of Coroma, a mewder bank, whioh moved to
istanoia and dhanged its name,
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Withirawals by formal surrender of stock in this bank;

Cantral Hational Bamnc, V/aco, Texas, oonsolidated with the
Frst Bational Banik of “ngo,

Citizens Guaranty State Bank of Lufkin, Texas, previously
reported olosed,

Stockmen 's State Banik of Corona, K¢ li,, as mentioned adbove.

First Hational Banx, Kemp City, Okla,, absorbed by F, & ki
Kational Bank of Achille,

smerican Hatlional Bank, Durant)
Prst Hational Bank, Bokohito ) AP30rbed by Durant National Bank

Oar present membership is divided between Itate and national banks and among
Heed Office and Eranohes as fallows:

Dallas B5CO 146 645
Bl Taso 42 4 48
Houston 110 58 142
/’ Total 652 181 833

4s 1s Known t0 the members of the board, the banking laws of Texas have ressntly
been so amended as to permit State banks to withdraw from the guaranty fund asystem dy
exeouting, under certain rcstriotions, a satisfaotory bomd oovering the amount of the
banic's ocaplital stock in proteotion of its deposits, or by pledging for that purpose acw
asgptable segurities which are not z part of the bank's assetse 7"hile 1t is impossible, of
sourse, to determine jJust what results this legislation will ultimately produce, we are
. deeply interested here in the final outacme, It is apparent that the larger State banks
. § and even many of the smaller omes wWhich have long been chafing under the assessments of
© . the guaranty fund will lose no time in embracing, if they can, this opportunity to with-
-2 drawe It 1s not improbable that the guaranty fund system, thus weakened by these with~
' drawals, will become s0 burdensoms as to mai® it doubtful whether ary enterprising state
~ banks wiil be gontent {0 remain, Those unzdble or unwilling $0 meet the requirements of
~ the new law will doubtless seek the only othor avemue of @scape -- that of nationalizing,
"~ Already we kave received since the ennotment of the law as many as twenty-seven applica-
© tions to conmvert into national banks, fifteon of these coming from barnits which are not now
. mombers of the Federal Agserve 3ystem. moch of the time of our officers is taken up by
. representatives of state banks seeking national chmrters. Our interest in the gensral
. baniing situatiom of the State causes us to view with some oomcern a situation, which
° seems probable if not inevitable, wherein the entire burden of the guaranty fund will be
; shifted to the smaller, weaker State banks, many of which are umable to bear assessments
. evan equal t0, much less greater thon, those they hove alresady been called upon to pay.
- The new bank Comdssioner of Texms seems to be making no effort to prolong the existence
‘of banics whose oomnditiom seems hopeless, and, judging by the numver whish have olosed
their doors sinos he assumed office, as well zs other ciroumstances coming under our obe
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servation, he may feel that those whioh in his opinion must eventually fall should
be permitted to suspend while the mumber of banks subjeot t0 assessment remain
praotiocally unimpaired, e believe the developments will be well worth wstaohing
and the menbers of the board will be wept in toush with the situwation from time
to time.

As a matter of possible interest to the Board, ]I mny advise that effeotive
February 27 the Federal Reserve Banik of lew York inoreased 1ts rediscount rate from
3 per cent, which had been in effeot since August 8, 1924, to 33 por cent, which is
nov the effeotive rate of the Foderal Reserve banim of Boston, Hew York, Ihiladelphia,
Uleveland and 3San Franoclsoo. The rate of the remaining soven reserve banks is still
4 per cent.

You will note from your comparative statement that on Mebruary 28, 33 falled
banics wore imlebted to us in the net sum of J1,423,783.,21, exoludinz the amount
chargod on lecember 6, 1924, to Reserve for Losses. ir Insolvent Banks Departmont
effeoted oollestions during the month totaling 384,803.91, incurring an sxpense in
that oomneotlin of ©3,483.89. 7This compares with total oollestions of °108,280.04
effeoted during Jamiary at & cost of }3,376,58. Te hold against the sbove imlebtedness
of 31,423,783,21, total psper of 4,198,168,81, and have reuserved on our books, as
you will recall, a total of 1519,630.63 against losses in comneotion with ralled bankse
While the persammel of our Insolvent Banks lepartment is giving every possidle at-
tantion to the paper we hold, i1t is only natural that the volum® of owr collsotionc
from here out to the begimning of the orop moving season will not be very heavy,.

sleven banks closed in the Zleventd District during the month of Pebruawy
four member banks wmxi seven non-member, 31l of those eleven banks, exocept three,
wore tate banks in Texas, The fuur member banks suspending business were the Bogata
Bational Bank of Bogatz, Texis; the City Hational Bank of Clarksville, Tex:s; the
Lockney ‘tate Hanix of Lockney, Texas, and the Farmers Fational Bank of Hempstead,
Tex ga

The Bogata HNatiomal Bank was not indebted to us at the time of olosing, al-
though 1t had redisoounted hsavily with us in previous years, owing us & raximum
amount in 1922 of $98,000. Ve hod meny conferences with its officers during the last
three years, besides boelng required to give its affairs mich attention in many other
wayse Last year we advanced the bank 343,000, which was fully repaid in November.
There is not sufiicient business in the Bogata commnity to support two baniks, and
that eiroumstance no doubt influenced the directors to ¢lose the bank's doors. I an
ploased to say that the first Hational Bank of Iogata withim the last fuw days has
inoreased 1ts capltal and taken ower the Bogata National Bank's assets and assumed its
liabilities, thus bringing sbout a very satiasfsotory situation in the oowmmunity.

I feel that the menbers 0of the board lave been kept very well informecd s to
the affairs of the ity Nutional Banik of Clarksville during the past two or three
yoearss hile it perhaps cannot be suld thot that institut iom has given us more
trouble thsm any member bank in the distriot, it is nevertheless juite true that in
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comnedtion with none bave we had more couferences, and we have had representatives visit
the bank more perhaps than any other me of our members. In February, 1922, the bank
owed us $275,000, Uhile the amount of the line has steadily deoreased from thut date to
the point where on the date of closing it owed us 272,137.51, this has been aoccomplished
only by the banc colleoting i1ta most liquid pspoere. For several months we have realized
the utter hopelessness of the banik'’s situztion, tut not desiring to do mything that

would predcipitate ite olosing we have boen very patient aud forbearing, sven permitting
the bank's Indebtodness, which wags in the form of a fifteen-day note, to run past due.

Ve were further enoouraged t0 exercise this lenlensy beocause of the hope that the
Examination Department had of inducing one of tde other banks in the towm to take cver

the City EHational, 4lthough the managing ofiicers of the bank who have had its affailrs
in charge during the last two or three years have been, in owr judgment, men of good moral
agharacter, it wss nevertheless tme that the bani had lost its prestige in the comrmunity
and its scotual local deposits had diminished to an amount no greator than half of its
oapital stoak of 200,000, Ve felt that we did everything we oould to prevent the olosing
of the bank and such, 1 understand, 1s the feeling of its own orficers ani directors. Te
held a margin of fifty per cent collateral inm comnection with the banik's hdebtedness to
us, besides having the endorsememt of the directors, Ve apprehend no loss whatever, and
it is pesbable that the depositors will regeive a substantial dividend,

4As will be recelled by mervbers of the board, L« Bs imsler, Vice Prosident and
Cashier of the Farmers liationsl Bank, committed suloide in the latter part of Deocember.
The benk was not imdebted to us at that time asl was in a pretty fair cash positiom.
The eircumstance of iirs /msler's suiocide, however, immediately produced a arisis in the
bank"s affairs and lspoger Harris of tho Houstom Branch, in whose territory the bank was
logated, went to Hempstead :nd conferred with the directors of the bank in an effort to
bring about a ocomposed sltuation, at the same time advancing 10,000 2pgainct a fifteen-
day note and o0llateral to provide additiomal cesh for an emergency, Mr, amsler was also
Sounty Treasurer of the county in whioh Hempstead 1is looateds It was discovered after
bhis death that he wnsshort in his acoounts as Treasurer an amount in exoess of $40,000,
However, this amount wns msde good, we understand, by representatives of his estate out
of the prooseds of life insurance policies oarried by lir, Amsler, 7The loan of 210,000
was ropald at maturity and the bauk owed us nothing at the time of olosing. An examina-
tion of the bank in the latter  art of Jamary disolosed losses of 384,500, which rendsred
the bank insolvent. !ubsequent to this the Coumty Jucge of Valler County notified the
bank that at nine o'clook the following morning the county funds, which were in excess of
404,000, would be withdrawn, 4s a result of this the bank did not open the next day,
though of oourse it oould not have been kept open angyway unless the necsssary steps ocould
have been talmm t0 restore the oapital.

The Lockney 3tate Bank was not indebted to us at the time it suspemdedbbusiness,
although in 1922 and 1923 it hed fairly bheavy lines lere, "ithin our inowledge the bonik's
cayital had been impaired, if not totally wiped out, for s year or more, and last year we
deolined to grant it any oredit until 1%s ocapital had beem properly restorad, I% was kept
going by substantisl depocits, oither made or brought about by the Bonk Commlssioner of
Toxpme
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On December 3 the bank was examined by the State banking authorities and losses ag—
gregating $62,200 were found, against & corbined oapital and reserve of $52,500, This
rendered the institution totally insolvent, The president of the bank made stremuous
but unsugcessful efforts to ralse a new capital, visiting wmrillo, Fort Vorth and
Austin, He d1ld suoceed in seocuring ome proposition from individuals ocapadle of refinance
ing the bark, this proposition being predicated on the Banking Department omtributing
$25 000 out of the guaranty fund to taks out losses., The new Bank Commissioner, however,
acting perhaps somewhat along the lines indiocated in a previous paragrsph of this report,
deolined to do this and the result was that the examiners closed the barit, ¢ had o rew
presentative on the ground for about tem days before the banx closed, to remier such ase
sistanoe as he could to prevent the olosing of the bank,

The non-member banks closing during the month were:

Hiab OFPICH
Peoples State Bank of Ranger, Texas
Lometa State Bank of Lowats, Texas
Guaranty Ctate Bamk & Trust Company, Sulphar Springs, Tox:s

»,

Rock Island State Benk, Rodc 1sland, Texas
Hapdin County State Bank, Xountze, Texss
American State Bank, Harrisburg, Texas
Pirst State Bank, Rio Hondo, Texns

Banks were reported closed in other distriots during Pebruary ae follows;

E
|
;

Chicago
Kansas City
M mespolis
Philadelphia
Riohmond

Stn Imuis
San Franecisog
Total

10

for
P

e b PO B b
Bl ot n
P
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e
29
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8ince the last meeting of the Board Gemeral Auditor Foulks visited the Huco
Hatlonal Baric, acconpanied by an assistant, anl cheoked up the affalrs of that institu-
tion as they relate to the taking over of the First Nationsl Bank of Iugso in the early
part of Jeptember, 1927, is has been explained to the board, the officers of the Hugo
Bational Benic have oontended that there are heavy losses in the paper taimn over from
the First Hatiomal Bank not provided for at the time of the merger, and that unless some
relief is afforded them in someotion with those lbsses the result may be of sericus oom-
sequance to the Hugo Rationsl Bank., I, Poulks has submitted his report, from which it
appears that & great many items have been included in the 1list of losuses which ghould
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properly be borne by the Hugo Hational Bank iiself, In akiition to this it appears
that the ocapital stook of the Hugo Nati onel Bank, which 1s 200,000, 1s impaired in
the ampunt of about 380,000 by losses in tiu assets of the Iugo National Jank which
boar no relation to those acquired from the Mrst Natiomal Bank., Ur, “hull, President
of the Bngo Hational Bank, 1s anxious to have a confarence with our Executive Com-
mittee at which the whole situation may be curefully reviewed, It my be that our
excoutive ocommittee will find it mecessary t0 make soms further ooncessions in this
case. The faots in relatian to this situation will be further discussed in ocommection
with this report, with a view of h:ving the members of the board give the exeoutive
comnittes the benefit of their advice and suggestions.

1 spent practically all of last week in Uarlsbad with Coumsel 3troud and
Deputy Governmor Grund in oomection with the Livingston Cattle matter, which has been
brought to the attention of the dosrd at different meetings. Reciting the matter
briefly, 1 may say that we hold as additional collateral te the indebtedness of tine
National Zank of Carlsbad a note of the Livingstom Cattle Company for approximately
$328,000, seoured by n mortgage on the catitle of that comcern, which at the time we
took the mortgage were estimated to0 be sbout 9,000 im mumbers On ascount of the omne
timed dry woather and the inmadbility of the company itself to provide funds with vhich
t0 uy feed, this matter reached a oritiocal stage about two weeks ago and I sent (ounsel
Stroud to Carlsbad with instraotions to emieavor 0 makw some settlemsnt of the trans-
aotion wheredby we would aoguire full title to the oattle on which we took a liem,
lire Grund and I joining him a fow days later at his remmest. Somc days previous we
had placed a representative of our own at the Livingston ranch ani had provided some
feed for the cattle. There werse many angles to tils matter, involving the richts of
Junior lien holders, unseoured creditors and an individual who had a mortgage on the
ranch om which the cattle were loouted, as well as a secoml lien on the cattle theme
selvesc. .s & result of several days' mugotiations we arrived at a tentative agrecment
whereby the Livingston Cattle Company would exscoute tO us a bill of aale covering all of
the oattle mortgaged to us upon the ocomsiderstion of a oash payment of 310,000, for ap-
proximately one-half of which sum we expect to be reimbursed by other interested parties,
the aomumt to be paid us either in cash or in ozttle st tleir present worth, "™he man
vhom w8 had placed on the ranch estimeted that -here wers sbout £,000 ocattle om the
ranches at the present time on whioh we hed a liens Several mndred head of the cattle
apparently have died during the last few weeks. @ hove supplied feed, however, ani we
hope to arrest this loss at lemst in some measure, Uur representative also stated
that the oalf orop, notwithstanding the drouth and other unfavorable comditioms, will
be falrly goad, If we acquire title to ths cattle, we expaest to provide them with
suffiolent feed for the next sixty days, after which we expeot to maiw such disposition
of them as the oirocumstances and omditions will at that tims warrant, hoping of course
t0 make sale of them om the ranches,

- ieoogmizing the diffiouities attending our offorts to hanile this cattle
situation from Dallas, just before leaving Carlsbad I called up Manager Reordan sf the
21 Paso Brandh snd asked him to meet m® at Feaos lset Saturday., This he did and I are
ranged for him to spend as much time as nesessary during the next few weeks in (orlsbad
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snd vioinity, glving special attention to the handling of these ocattle, It is felt

that not only by reason of his familiarity with that section of the distriot and his
acquaintanoce with the people in that vioinity, but also through the faot that he has had
oonsideradle experiente lately with cattle in which we had an interest, he is gualified
$0 handle this situation to the very best aivantage. The work at the 1 Paso Branch is
very light at this time aml it was felt that he oould be spared without any serious
inoonvenienoce to the dperation of the Branch, The Exeoutive Committee has designated

iire Cramp as Acting lienager to serve during the several absences of lir, Ieordan.

The regular spring oonference of the Governors of the twelve Pederal Reserve

Baniks has besn ocalled to meet in ‘ashington beginmning April 6, and I am maidng my plans
to attemi.

Respecotfully submitted,

(signed) Bs ie NHoKinney
Governor,”

The Govermor's reforonos to the position of the bank with respect to earmings,
and its investment polioy for the immediate future, developed a free dissussion., It was
the consengus of opinion that in view of the bank's present earming position it was quite
desirable that purchases of Govermment securities be contimued, and upom motion by
Mr, Frost, duly ocarried, amn investment up to $10,000,000 in U. 3, Government bonds wns
authoriged,

At this Junoture Chairman Talley received a message of the death of a manber
of iirs. Talley's family, and stated that it would be mecessary for him to leave the meet-
ing.

In the absence of Deputy Chairmen Lins, Class C Direotor Perkins took the chair,

The Board went into exsoutive session, with only the direotors, the Secretary of
the 3oard, and Advisory Coumcilman MoGregor, present. :

dr. NoGregor submitted a comprehemsive report covering the topios sonaidered at
the recent mseting of the Advisory Council, and the recommemiations thereon. The report
was supplemented by a verbal :tatement and an interesting disoussion of the toplos developed,
No further business bein;: presented, a motion to sdjourn prevailed.

APPROVED 3

ATTSTs Chalrmon

Jeoretary
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Pebruary 1%, 19286

' : E Cuuw\m ?FLL%}V

Date_/(7/25--

Deer ¥Mr. Mettesom:

Recelpt is acknowledged of W
_olgt%bm:\t, enoclosing a statement of , pas_
. RE% !

ges of partioipation of !Mﬁ&ﬂ
in System puYSRises of Government 1tTos and

| bankery KB3SEEAnOSE, to 8] u;WW
Pabrusry.

Your letter and enclosurs will be brought to
the attention of the meubers of the Board.

SRR TG SR

Yeory truly yours,

(b}ﬁ'ﬁ\ L«l) ERPIDS N VLT S W ‘
mn:.t' La dey,
Seoretary.

Mr. We B. Matteson, Seoretary,
Open Market Investment Oommittes,
/0 Yederel Reserve Bank,
¥ew York, N. Y,
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FEDERAL RESERVE BANK

oF NEw YOoRrRK

RECEIVE
FEB 111925

QuEiChl O
THE GOVERNOR

D

PERSONAL February 10, 1925.

Dear Governor Crissinger:

Enclosed is a statement showing the revised percent-
ages of participation of Federal reserve banks in System pur-
chases of Government securities and bankers acceptances based
on reports received by the Coumittee as of the close of
January 31, 1925, which ratios are to apply on System purchasss
made during the month of February.

I am slso enclosing for your information a copy of
letter which is being sent to-day to the governors of all the
Federal reserve banks.

v truly yours,

‘e B. Matteson
Secretary, Open Market
Investment Committee

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,

Weshington, D. C. j @ﬂ: ' 2 E 2
A;.;Egg}f?; ;
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- February 10, 1925
FenEral RESERVE Bank it
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ear Governor : |
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)

The Committee has received estimates of expenses of all Federal reserve

? banks for the current year to be used as a basis for allotting System purchases

YA
LT

éj, L?{f;\‘ N el
of Government securities and bills.

Some of the banks included estimates of the probable amounts that they
would charge off at the end of the year, principally for buildings and estimated
losses. While it is expected thet it may be possible to distribute during the
course of the year purchases which may be made in such a manner as to teke care
of all or part of the estimated charge-offs, the Committee has deemed it more
practical and equitable to mske allotments of purChases’"g23—329—2£EEEEE:_SE_fEE“ L/

bagie of estimated current expenses and dividends only, the theory of such a dis-

£;ibution being that some of the banks, even on this basis, have shown a defic-
iency in their earnings since January 1, 1925 and it is felt that estimates
should fully cover expenses and dividends before providing for charge-offs.
There is enclosed, in tabulated form, & statement showing estimated

current expenses from February 1 to December 51, 1925 (including dividends) and
the percentage ratios based thereon. You will note from this that your allot-
ment for the current month will be __ % of total purchases of Government se-
curities and bills.

Very truly yours,

W. B. Matteson
Secretary, Open Market
Investment Committee

tncle
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REVISED PERCENTAGE3 OF PARTICIFATION OF FEDERAL RESERVE BANKS IN SYSTEM PURCHASES OF
GOVERNMENT SECURITIES AND BANKERS ACCEPTANCES BASED NN EARNING REQUIREMENTS
A5 REPORTED TO COMMITTEE AS OF THE CLOSE OF JANUARY 31, 1925

Net Earnings Less Current Estimated Expenses Estimated Expenses Revised
N Expenses Paid and Accrued Feb. 1 = Dec. 31/25 (Net) from Ratio of
and Dividends Including Dividends Feb. 1 - Dec. 31/25 Participation
Jane 1 = Jan, 31, 192% Including Dividends
Boston ¥ 64,790 | » 2,284,600 » 2,219,810 7%
New York 143,148 7,887,000 7,743,852 X4,
Philadelphia 3,717 2,480,000 2,476,283 8%
Cleveland 67,600 3,236,000 3,168,400 107
Kichmond x 42,000 1,702,000 - 1,744,000 5%
Atlanta X 43,272 1,383,819 1,427,091 59
Chicago 51,573 4,411,092 4,359,519 13%
5t. Louis x 15,200 1,714,000 1,729,200 5%
NMinneapolis x 8,330 1,304,400 1,312,730 4
Kansas City 3,339 1,958,298 1,954,959 6%
Dallas 20,178 1,388,169 1,367,991 4%
San ¥rancisco 33,000 2,957,000 2,924,000 9%
+278, 543 32,706,378 $32,427,835 1007,
X
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l’ ¥orm No. 131, %_,i File Cony
[ ) 4 ’ Al FEDERAL RESERVIL
; : ~ BOARD . o
Offlce Orifles sorn.e. e o9 ary Léy 1925,
A
To bllﬂ rrb%s (\)f the Board o Subject:. . __ . o

L ] <7 - LS — R
10 _?‘ M; s o i Y
F Iq R : A 3_ - ; s

Ay the meeting of the Pederel Regsrva Boayd ox Jexuary Sth, the
folleving resel: tion waé omaniwously sdepteds

*hat $he Direstor of the BSonrd®s Division of Xersereh end
Statigties shenld =ppeay Sefare the Board on Trmreday of

ench wesk and rmirg € report $0 the Board ou develeormentsg on
the husiness and eredit sitwation, inelwling She op.ntlm
of the Open Jarkst Dwestmmt Coemittee%,

i O L e e BRI o TP A M o S R SRS

-t
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Fog No. 181.

Office Corre:_o1 Date. wumary &, 1925

33ty

From _  wr. nd@%% S S e
v 23406

To Gorernay. Cri ssinger\.

Several days ago you stated that you thought it might be
desirablc to have Dr. Stewart come before the Hoard rrior to the
next meeting of the Open Market Committee of Governors to report
upon recent developments in the business and credit situation and
review the operations of the Open ifarket Comnittee of Governors.

You also stated that you thought it might be desirable to have him
apveasr before the full Board more or less regularly for such a
discussion and report. I have rather hurriedly drafted the attached
resolution for such use as you may care to make of it. Dr. Stewsrt
has been consulted.
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In order that each member of the Board may have the
benefit of the views of the other members of the Board on
current eccnomic and financial trends, and also on the

N

policies and operations of the Open llarket Committee,

N

28 IT RESOLVED, That a full discussion of these sub-

jects be had at a mecting of the Board at leest once each
R e o S

week hereafter, and that the Director of the Board's Divi-

Sn,

sion of Research and Statistics, who is also Secretary of
the Bosrd's Comnittee on Discount and Open larket FPolicy,
be directed to attend the meetings of the Board at which
- such discussions may ensue, and report upon recent devel-
opments in the business and credit situation, and review

the operations of the Open Market Comnittee of Governors. .
e ———
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Botes on . fhom... adations of the 0. Mo 1. O

. . o f ~ g

14/3/2% . ?he Ou M. I. 0. recesmended the purchase of securities proﬂde‘d" ’

it such purchases osuld be made without disturkimg the money - or U. sﬁ’
Govermment 3ecurity markste, with the understanding that the views of :
the Board and participatiang demka as te faréher purchases would de asked
, for after a total of $100,000,000 had been acquired.
s The Board favored the purchase of & limited volume of securities,
reserving the right to dlssontinue purchases and regnire sale at any

time. (Pn 5)

Note 21 1/14/24 Notion adopted that the Committec be agthorized to purchase not
more than $18,000, Treasury notes (due 12/15/26) prior te its next
meting - thc be sdvancedi .(ps 6]

Bote 3: 2/8/24 g@uww%mcurma to purchase securities
were rovised so as to pormmit puro s up to the amount of $100,000,000 L~
previgusly agreed upon: (p. &b}

¥
e

Fote 4: 2/25/24 that Chajrman submit to all danks recommendations that
farther hases not exveeding $100,000,000 de made mfter first
$100,000,000 purchase had been sompleted. (p. 6b)

" (¥o record of formal sutherization by the Board of this % S
atiﬁn‘) ’

Wote 5: 4/22/24 Yoted that additional purchases be autherized up to and not ex-
ceeding in the sggregmte #250,000,000. ({pe 7) :
(%0 record of formal approval or discussion by the Board *;
of this proposal.) i

Bote 8: 5/29/24 Becommended an inoresse im 0. M. I. C. holdimps of £150,000,000
the parchases to bo made at the discretion of the Committee at current
market prices, and also that the Chairmsn de suthorized to make tem~
porary sales during quarterly tax periods of amounts deemed advisable

i under suitadle repurchase arrangemeat. .

‘ The Beard on June 4, 1924 voted authorization and asked to be

sdvised when purchases were oompleted., (p. 10)

Hote 7: 7/16/24 Voted that the maximum 1imit on purchases de raised from G
$400,000,000 to $500,000,000, prices to be at C n's discretion, %
the operations to be condncted mm- in
elther the oredit aitu:tiop or mavket quotations for securities. Au-
thority was given to make purchases in other districts than ¥. Y.
Expressed the view (by formal vote) that in event of sudstantially unw
ohanged conditions & further inovesse of the $500,000,000 limit would
be favored and requested an Indication of the views of the Board oa
this point. ' :

 The Poard om July 29, 1924, spproved increasing the sgscount from .
$400,000,000 to $500,000,000 with the understanding that all effort

|
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would be made to aveid disturbance to the money market. ¥o action was
taken om tio questiom of further inoreasing the $500,000,000 maximums.

{pe 11) '
j{/

Note 8: 10/24/24 Besolution passed recommsndins thet the Chalrman be given Bu-

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

thority to btuy or sell up to $100,000,000 of securities to meet any
sitoation developing im the morey market. (p. 13}
{¥o action taken by the Board ustil Neov. 12, 1924)

11/12/24 Meeting of the Board atiended by members of the 0. N. I. C.
spproved recommendations, (1] that the Committee contime to make tem-
sales snd purchases deemed mecessary at tax perieds, {(2) that
the distridution to the banks of bills and ssourities purchased de con-
ticwed on basis of cstimated deficlencies im earninegs, (3] that the
Sovernors Conference suthorise the Committee to exchemge certificotes
maturing after Decamber 31, 1925 for shorter maturities, amd suthorised
the Oommittee to, (1) Yeplsce the $65,000,000 of December maturities,
to the extont advissble in comsideration of marwet conditioms at that
time, (B) to offset gold movements or earmarkimgs to the extent sdvis-
able in coasiderstion of markest oonditions, but not ia excose of
$100,000,000, (S) to sell securities to reduce the 8. I. aocouat to
$6500,000,000 as raridly ss money conditions make it praoticable. (p. 14)

12/19/24 The Chairman reported to th» Board in joint meeting and pro-
posed that while the Committee ehould be preparsd %o either duy or ssll
according to money market developments it would be desirsdle to meintain
the S. I. mocount at mbout $450,000,000 and that from time to time hold-
ings shonld de ligquidsted.

The report and proposals were mpproved by the Bosrd. (p. 28) Ny

ederal Reserve Bank of St. Louis
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p( i " | E 'e e L L.&te D\ -8 ,1.8-; 1924! ‘;
TQ Federal Reserva Board‘ [ — Subject:;,, 7?“ SEE :;_,,,,,,*_ hih' ? » # ;1“
From__ Committee on Discount & Open R SO S R
Larket Policy. T ")/}:—h»

?33

. The unders igned Committee on Discount & Open liarket Policy,
e ‘whom were" assigned the reports of the Governors and of Chairmen at
“their recent Conference on the topic:

"The advisability of a Federal Reserve Bank
investing an amount equal to capital and surplus
Government bonds for earning purposes®.

begs leave to report that the Governors after a lengthy discussion of
the question were evenly divided when a vote was tascen on the follow-
ing motion:

"Mhat it is the sense of the conference that
there is no objection in principle to the investment
by #ederal reserve banks in long time Goverment ob-
ligations of so much of their capital and surplus as
is not represented by buildings or other fixed in-
vestments.” .

The Chairmen in conference by unanimous vote adopted the
following resolution: ' )
"The committee believes tnat thb System should
not change its investment policy any more“than it

Jﬁ & should change its policy in regard to services and )
b other operative matters, because of temporary changes”
SRR in credit conditions. The policy of the System has
LEo@ not been to invest in long time Govermment bonds to N
{ - any extent, although the matter has been discussed

&i i many times. The committee morgover belieges that in

1 s view of the present cheapness of credit and consequent

gﬁ Eg Vs high quotations for bonds, the present is not an oppor-

tune time to make such an investment even if, as a
matter of policy, it was considered desirable."

AT BC

The Committee after consideration of the matter finds itself
| in substantial agreement with the position stated in the resolution

| adopted at the Chairmen's conference and recommends it for careful con-

| sideration by the Board should the Board at any time be disposed to

| formulate an expression of its attitude in the matter of investment by

kFederal reserve banks of amounts equal to their capital and surplus in

Govermment bonds for earning purposes.

Regpeg tf%}ly submitted

Ww&f mw? rrem ettt s . / / M )Committee
: M,,/ﬂ';mm,(f Z WW Kﬁwxd"& o "CZ"{M L Jon Discount
G s o A gt )& Open Narket .

b, gt e R&h4¢a¢£‘ ' E@ tﬁ; g\ )Policy,
ral Reserve Bank. of: St. Louis . & o o o N
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Late. __ocember 8, 1924.

fice Correspx le ce  mw
To Cormittee on Discount & Open Market Sub;xé‘
Policy (Messrs, iiller, Platt
& Cunning sm

From______ﬂ:c,- Bday "7

Ka/

By direction of the Goverﬂor, there 1s respectfully

referred to the Commnittee on Discount and Open Market Yolicy,
for report at the meeting om Fridsy, the attached memorandum
of action by the recent Governors' and .Federal Reserve igents!

Confersnces on the advisability of a

Federal Reserve bank in-

vesting an amount equal to capital snd surplus in government

bonds for earning purposes,
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/x" Report of Joint Conference discussibﬁ on the following
/topic: :
H

"Advisability of a Federal reserve bank investing
a2n_amount equal to capital and surplus in Govermnment
bonds Tor-earning purposes.” '
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dderal Reserve Bank of St. Louis

7 -
governor Strong: If 1t 18 the desire of the Board
to go over this program which has been submitted, we will
take up the fifst item on the program, which 1is
| 1. Advisabllity of a Federal reserve bank

investing an amount equal to capital and
surplus in Government bonds for earning
purposes,

I have not the minutes of our proceedings to refer to,
of course, but the actlon of the Conference was that 1t
was ot advisable to do so at this time,

Governor Crissinger: Are there any rémarks about
that?

Mr. Miller: D id you take a vote on these things?

Governor Strong: Yes, Mr. Harrison reminds me that
that was an evenly divided vote. I think I voted on 1t,
did I mot?

Mr, Harrison: Yes, You voted against 1it,

The Chairman: That 1s correct, The vote was evenly

divided, and I voted against 1t,

Governor Seay: May I suggest that 1t was an evenly

di#ided vote as to principle.

Governor Strong: I think if the recommendation hsad
been to buy some long term bonds at this time it would

have been different.,

Governmor Orissinger: Does anyone desire to know how

the banks votede? (After a pause) Apparently not.

Pid
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GovornorAcriasingors Have you any report on No. 1?
Mr, Perrin: The Committee believes that the sistam

E ' uhould’not change its investment policy anmy more than it

E should change its policy with regard to services and other
| opera;ing mntter; because of temporary ehangaa}in oredit
conditions, The policy of the System is not to invest in
g long time government bonds to any extent, although the ﬁﬁt-
ter has sen éiaouaaed many times. The committee, more=-
over, believes that in view of the present chaapnésa of
credit and consequent high quotations for bonds, the

present is not an opportune time to make such an invest-
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ment, even 1f, as a matter of policy, 1t was considered
desirable,

The Committee attaches hereto three arguments which
have been made, one in favor of investing in tonds, and
the other two against doing so. |

I might say that the Conference of Federal Reserve
Agents was split up into four committees of three each,
the toplcs were referrgd to these committeeg for consldera-~

é tion, reports were made to the coqmﬁrence and adopted, as
| in this case, |

Governor Crissinger: Let us have those arguments

in the record, and if there 1s nothing further, we will
go to toplec No. 3.

(The arguments referred to aye as followss)
Advisabllity of a Federal Reserve Bank Investing
an amount equal to capital and surplus in Govern-
mnent bonds for earning purposes.

In considering this matter, disposition first should

be made to the broader question as to whether or not a
Federal reserve bank should make investments for income
purposes, when such investments do not seem to be required

'by the d-mands of trade. This question has been touched

Pigitized for FRASER
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-ron time to time ay our conferences, but the attitude
of the Federal Reserve Board and the officers of the banks,
as far as the writer knowa, never has been accurately as-
certained., Pproponents of the theory that Federal reserve
banks should not put money into the market unless the
market needs 1t, or at least can take 1t without causing
disturbance; hold the opinion that at such times the Fed-
eral reserve banks should run at a loss rather than make
earnings through such lnvestments. But 1t 1s believed
that it will be found that a large majority feel that the
Federsal reserve banks were organlzed to be self-support-
ing « that the reductions in the reserve requirements of
member banks, and other measures, are amnly sufflcient to
compensate them for the slight competd#tion they might meet
from the Federal reserve banks,- that generally speaking,
business will absorb, without material disturbances, the
amount of funds the Federal reserve banks will have to
invest to make sufficient earnings to cover their expenses,-
that it would be a great menace to the continuance of the
System should the banks not be able to support themselves,-
and that there would hardly ever be a time when the latter

would be justified in refraining from maintaining sufficient
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earning assets to pay expenses and dividends.

Bellieving then that a ma jority of this body feels
| that Federal reserve banks should carry sufficlent earning
asgets to meet thelr expense, dividend and surplus require-
ments, the question arises - "Why should mot a reasonable
part of such earning assets consist of Govermment bonds?"
Because we have not been investing in Government bonds, one
1s inclined to ask - "What 1s the matter with them?"™ The
securlty 1s unquestioned, the income larger than that from
other Govermment obligations, or from bankers' bills;
they are flexible, and, for strategic purposes, Just as
‘good to hold, The.qﬁestion before us 1s the same as the
one submitted to the Board some_thpee years ago when the
financlal conditions existing today were plainly foreseen.,
The suggestion that Federal reserve banks be allowed to
invest in Liberty bonds and Victory notes for income pure
poses was not then approved, but investments in United
States motes and Certificates &f Indebtedness were permlt-
ted, The Federal Advisory Council, to which the qugstion
of investments of Federal reserve banks was refermed in the
spring of 1922, sald:=

"While the Council believes at the same time that the
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Federal Reserve System would be well advised in making ef- .

forts to increase its holdings of acceptances, there 1s

no doubt that the Federal reserve banks as a whole cannot
avoid at this time for reasons above explained, investing
very substantisl amounts either in Govermment bonds, Certi-
ficates of Indebtednesa or warrants. 0f these three, no
doubt, the short term Treasury certificates are the most
suitable as investments for the Federal reserve banks,
Bearing in mind that the caplital and surplus of the com-
bined Federal reserve banks amouhts to approximately
$300,000,000, the Council does mot feel that there is just
cause to criticise the Federal reserve banks for having
invested in Treasury certificates and short-term Govern-
ment obligations up to sn ampunt which 1s not largely in
excess of thelrcapital and surplus, and which, consider-
ing the amount of thelr assets. constitutes only a small
part of their resources.

"The C ouncil is st1ll of the opinion that the Federal
reserve banks should avoid investling in longeterm Govern-
ment bomds,"

“Why this distinction was made, never has been con-

vincingly explained., It 1is mot unlikely that the attitude
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towards Govermment bonds was due to the unsatisfactory
condition of the bond market that had existed up to that
time, The great war lssues had not been digested;vmembar
banks and Federal reserve banks were carrying as collateral
security for loans hundreds of millioﬁs of them which had
been bought, not for investment purposes, but from patriot-
ic mwtives, and the banks were most anxious to get rid of
them, Securities, floated in such a way, would mt be
looked upon favorably by bankers, and this professional
attitude of the bankers toward investments was allowed

to affect thelr thinking; even about Government bonds.
The Govermment bond market has so changed that 1t 1s
doubtful if the same attlitude would be taken today, as

no one seriously can say that the bonds of our Government
do mot provide the safest lnvestment that can be made.
That have a broader market, can be sold at any time in

any kind of a money market with less fluctuations in
price than any other security, and as far as our opera-
tions for stabilizing the money market may go, they pro-
vide better instruments than any other investment,

Had investments in Government bonds been permitted

at the time the suggestion was made, no disturbance of
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the money market would have resulted. The reserve
banks, undoubtedly, would have been sold the bonds which
they already were holding as security for loans to member
banks, Thus the borrowings of member banks would have
beeh more speedily liquidated; earning investments of
Federal reserve banks would not have been increased;
the Government bond market would have been stabllized;
the banks would have had an assured income, and would
ot have been so constantly in the market for bills and
Government short-term investments., It 1s surprising
o to think that any opposition was offered to such in-
vestments,

Shortly after their organization the Federal reserve
banks made large purchases of Unlted States bends ror‘
income purposes, The Federal Reserve Act provided that
Federal reservevbanks should purchase from member banks
at par Unlted 8tates two per cent bonds, which bonds
might be exchanged<§§i rirty per cent for 30«year three
per cent bonds and fifty per cent for one year 3 per cent
notes, subject to thirty renewals, This provision of

the Act appears to be a clear approval of the investment

Federal Reserve Bank of St. Louis
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by reserve banks in Unlted States bonds.

A study of the charters and operations of the Banks
of England, Franée, Belgium, Holland, Sweden and Japan
shows that all are authorized to hold Govermment securle
ties; that some are required to invest all or a part of
their capital and surplus in the loans of thelr respective
governments; and that all carry large amounts of them.

The alove statements are sufficient to show that
Federal reserve banks dld invest in Govermment bonds, and
that, under certain circumstances, they were required to
do so; that 1t 1s a proper pollcy, and one followed by
ﬁhe central banks of the natlons of the world.

The average price of United States four and a half
per cent bonds 1s about 102, Were the caplitd and sur-
plus of the Federal reserve banks, amounting to $33§,000,000
invested in those bonds at that average price, the income
would amount to $13,875,000, To produce an equal income
it would require an investment of $616,000,000 in bankers
bills at the rate they are returning today, or an invest-
ment of $542,000,000 in Unlted States certificates
of Indebtedness, Thus & conservation of resources

amounting to $283,000,000 could be made by investing in
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! bonds instead of Certificates of Indebtedness.,

! Avout eighteen months ago, in carrying out the in-
vestment policy of the banks, we sold, at quite a loss,
some of our holdings of United States Certificates of
Indebtedness, and also reduced our holdings of bankers'
bills, presumably because money was so abundant that 1%
waé considered unwise for Federal reserve banks to
contribute funds tq the market when the apparent demand
for them was so small, Some months later, when appar-
ently there was a less demand for fundé, the investment
policy was changed, and 1t was dedlced to buy for the
banks $300,000,000 of Treasury bills. Following that by
a few months, when ctill the money market failed to show
any improvement, a further Increase in the amount of
Treasury bills to be purchased was agreed upon. The com~
bined statements of the Federal reserve banks show that
discounts had declined from $884,000,000 on October 31,
1923, to $401,000,000 on June 4, 1924, and the increase 1in
the purchases of Treasury notes and Ceritifdcates of Indebt-
edness may have been made to nffset thié decline 1n the
holdings of discounted bills. . While the advicability

of purchases in the open market to maintain the earnings
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assets o the banks was recognized, some thing that Gove-
ernment bonds would have been a better purchase. But,
1t would seem that this policy of making any purchases
during these perlods 1s a distinet reversal of the policy
according to which several of the banks a few months prior
had been compelled to sell securities,

without a doubt, 1t would be unwise at once to make
large investments in Govermment bonds, but it would seem
to be sound to refrain from further buying of Certificates
of Indebtedness, and as funds arereleased from them, te
reinvest those funds in bonds. Should there be any op-
portunities to make additional investments in bonds,
advartage should be taken of them tip to a r asonable extent.

(The secons argument is by Mr. Shepard Morgan and is
as follows:)

"This is in response to your request for a memorandum
on the following topic, which is on the program for the
Joint conference of Governors and Agents:

"The advisablility of a Federal reserve bank invest-
ing an amount equal to capital and surplus, in Government
bonds for earning purposes, .

This proposal\must be considered from the standpoint



h'" . o' N
Reproduced from the Unclassified / Declassified Holdings of the National Archives

38

of the system rather than as a matter of individual bank
policy, bécause changes in the investment accounts of one
bank are apt to be felt promptly by some or all of the
other reserve banks, The purpose of the proposed invest-
ment is to provide earnings, and hence involves a departure
from the present open market pollcy of the system, which
1s dictated not by a2 need for earnings but by the system's
obligations toward credit. Further, if the investment’
dld indeed provide earnings, it would involve inflation;
if 1t did not involve inflation, it would be futile, In
elther case, it involves investment by a Reaerve bank in

| a larger amount of long-time securities than complete 1i-

quidity warrants.

First, The investment policy of the system is now
and should remain entirely indepenient of the mestion
of earnings,
This principle waé discussed at length at the

Governors! conference in May, and "1t was the consensus

of opinion that the open market operations of the sy;tem

should be conducted independently of the questlon of

earnings.” (Secretary's summary, page 4). No further

argument on the economic considerations leading to the
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adoption of this principle is necessary, except in view
of the recent public discussions of the system's holdings
of Government securities. These discussions have assumed
that the Reserve banks are holding a large portfolio of
Government securities in order to make earnings, and in
8o doing are competing with the normal functions of
the member banks. If, as 1s not the fact, the reserve
banks have accumulated their holdings of Govermment secur-
ities in furtherance of thelr obligations towaﬁd credit,
such competition in the market as may have taken place,
was purely incidental to the performance of a public duty,
and was not competitipn in the ordinary business sense at
all, Ir, on the other hand, the Reserve banks should not
préceed to accumulate a large portfollo of Government
bonds for purposes of making earnings, they would in fact
be competing with the member banks ;n the full commer¢ial
meaning of the term, The embarrassment of such an admis-
sion at this time 1s obvious; 1t would be scarcely less
so in the future, when discount rates rise and earnings
increase, and demands reappear for 1lnterest on deposits;
for it would be impossible to establish that the reserve

banks consistently determine their discount and investe=
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ment pollcy with an eye single toward credit, and mot on
earnings.

Second. Ir the proposed investment in Govermment
| bonds did 1nc§ease earnings, it would 1n§olva inflation;
E 1f 1t did not involve inflation it would be futile.
E Thé present capital and surplus of the reserve banks
| amount approximately to $333,000,000 and their holdings of
Govermment bonds to about $41,000,000, thus leaving a mar-
gin for further investment of $292,000,000. At first
glance there 1s warrant for investing a reserve bank's
capital and surplus that does not exist with respect to
other reserve bank funds, since capital and surplus
represent (a) dividende-bearing obligations held by the
member banks, and (b) the residue of reserve bénk earn-
ings. Granted that this i1s so, there are already re-
sourgces of the Reserve banks which are partial offsets
to capital and surplus, notably the item "bank premises"
which amounts to $60,000,000; and in some banks slow and
overdue loans, These items should, on accounting princi-
ples, reduce the amount avallable for investment, but the
remainder would still be large,
The controlling principle in this case, however, 1is
igitized for FRASER
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not that of accounting but of credlt responsibility. Any

investment made by the Reserve banks on their own initia-

tive which 1s not offset by a correaponding reduction

E ’in earning assets elsewhere or by an equivalent export of

| gold forces expansion, and this expiamsion is inflation in
va more or less mild form., ‘If the reserve banks should now
begin gradually to accumulate a portfolio of $292,007,000

or any fraction of that sum in,Governmenﬁ bonds, and 1f

that accumulation éhould bot be offset by reductions

elseﬁhere, an expansion of meﬁber bank loans and

deposits would fbllow to an amount several times the

amount of Government bonds purchased. If, on the other

hand, the purchases should be offset by reductions in

other assets accounts, and inflation be avolded, the re-

serve banks would receive no additional earnings, save

a8 the bonds purchased might have a ylelddifferent from

the assets relinqulshed . Hence, the result of the

action would be either inflation of futility.

The foregoing holds true even if only a few reserve
banks adopt the proposal, If investment by those banks
involves an increase in their earning assets and hence

of their earnings, that increase will be at the expensev
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E - of other Federal reserve banks or else inflation must

| " result,

% Third. The proposal contemplates investment in
; a larger amount of long-time securities than complete

E liquidity warrants,
|

More than half of the securities purchased through t he

open market committee and now held by the banks, mature
within eleven months; the two nearest maturities, those
of December 1924, and March, 1925, are the heaviest of
all, and the others are spread at short intervels through
three years, This permits the reserve banks to avold
heavy sales of securities in cage credit conditions make
liquidation desirable, Quite the contrary would be the
case 1if investments were to take the form of longer;

term bonds. To the extent that any reserve bank makes
such investments 1t 1imits 1ts power to lend in emergency
to member banks, Making B rge investments in bonds at
times like the present 1s commonly the subject of
criticism when followed by member banks, and usually ine
volves the sale of bonds on a falling market or the

writing off of losses as walues decline, In any'case,

it 1s contrary to principles governing banks of issue,
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The proposal has no merits to recommend it and is
a oompromise with sound principle. If 1t produced earn-
ings, 1t would produce inflation, and without inflation it

would produce no earnings.

- o - -

(The third argument is by Mr. Curtiss of the Fedefal

Reserve Bank of Boston and 1s as follows;

Pederal Reserve Bank of Boston

Financial Statistics Division.

1. The advisgbility of a Federal reserve bank ine
vesting an amount equal to capital and surplus in govern~
ment bonds for earning purposes.

Below is a tabulation of the earnings accruing at
the rate of two per cent, three per cent and four per
cent on amounts equal to the combined capital and surplus
of each Federal reserve bank as of October 8, 1924.

For comparative purposes, columns are also given showing
the current expenses, the charge-offs for reserves and
the dividends pald by each bank during the calendar year
1923,
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$540,000,000 in such investments., If to this figure

46 4

were added the $333,000,000 equivalent to the total capital
and surplus as shown alove, the banks would hold about
| $860,000,000 of short-dated government securities. This
i1s something under one-fifth of the total supply of éuch
securities which now amounts to sbout $4,5000,000,000.
In conclusion, 1t appears that the weight of e vidence
is distinctly agalnst the advisability of investing an
amount equal to capltal and surplus in government bonds

for earning purposes,
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Dacamber 8, 19_24‘

Dear Mr. Burgess:

Receipt is acknowledzed of
% %ﬁgim éuﬂ you asre sivised Thst 1t wﬁl
s

actory to the Sosrd for yom to continme,

| as in the past, t0 report other Pedoral Reserve

i ﬁ - g
'Q e

banks® purchasss of bills by maturities and by
rates in the te for each wessk, but to
sogregate purchases’ for the !'odeml Boamo Bank
of New York by days.

Very truly yours,

(Signed) Walter T, Eddy

Yalter L. Bddy,
Secretary.

h‘ wl E- mg“.j

tssistont Federal Reserve igent,
Tedaral Reserve Bank,

Xos York, ¥.Y,

a“’%

Digitlzed for FRASER

i

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Form No. 131.

Office Correspo. el :e

FEDERAL RESERVE
BOARD

R

e I
La :‘ﬂ‘"?gmwﬁﬁ;lﬁzi.,, :
A Subject: ___________ .S__
|

g Jyfod I

rato, for the 1nfomation-of the members, letter
from the Secretary of the Open Market Investment Committee, transmitting

a schedule showing the revised ratios of participation of Federsl reserve
banks during December 1n"33rs'tem purchases of Government securities and
bankers acceptances.

m_: gﬁi:r ' Eembers, Committee on Discount
» ¥r. Conningham and Open Market Policy
Governor Crissinger
¥r,., James
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Desember 8, 1924,

Dear ¥r, MatSesong

. Reseipt is acknowledged of L"%}é
Degerber Srdyncluing schedule showing the
e

] varsioipation of Federal reserve banks during

" Degember in System purchases of (Government securities

and banksrs asseptances based on the earning require~
ments as reported to the Open Market Invostment Committes
as of the olose eof tusinses November 30, 1924,

Your letter will bBe brought to the atten-
tion of the mewbers of the Board.

Yery traly yours,
(Bign ;
ed) W&I teI‘ L_ Ed f""'s',"

Secretary.

¥r, V. B. Matteson, Secrstary,
Gpen karxet Investment Committes,
o/o Yedoral Reserve Bank,
Row York, N. Yo M
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Office Correspo. el e T

To A1l Membei'@\ off yhe Boad Subject: ________

,’W/Z-/v%“'ao( '"’/X/‘“/

reto, for the infomation of the members, letter
from the Secretary of the Open larket Investment Committee, transmitting

a schedule showing the revised ratios of participation of Federal reserve
banks during December in S§stem purchases of Government securities and
bankers acceptances.

o Mill .
¥r. Plat:r Xembers, Committes on Discount

V"‘Hi'. Cumingham and Open Market Policy

; 4 Y Governor Crissinger
' Er. Hamlin
¥r. James
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FEDERAL RESERVE Bank

oF New YoRrkKk
December 5, 1924.

Mr. Walter L. Eddy,
Secretary, Federal Reserve Board,
Washington, D, C.
Dear Mr. Eddy:
This note is to save a telephone call, as we seem to have difficulty
in getting connect?ig/.rWe have been going over carefully the subject of your
letter of Novembez'fg éo Mr. Matteson, although things have been boiling here

so that it has been difficult to attend to these matters promptly.

I have already talked the problem over somewhat with Mr. Stewart.
In order to inaugurate the complete report of maturities and rates of purchases
each day by all Federsl Reserve Banks, it would be necessary for us to arrange
a three to five hundred-word telegram from each bank to us each week. This
would, of course, seriously clog the wires and entail a considerable amount of
extra labor. It would mean adding four or five extra pages to our open market

investment report. The information, moreover, is now contained in the schedule

of purchases which each bank sends to the Federal Reserve Board daily. More-
over, the daily statement of condition of each bank shows the holdings of bills
by maturities.

My suggestion would be that for other Federal Reserve Banks we continue
as in the past to report their purchases of bills by maturities and by rates in
the aggregate for each week, but that for the Federal Reserve Bank of New York

we segregate our day's purchases since a large proportion of all purchases is
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FEDERAL RESERVE BANK OF NEW YORK . Mr. Walter L. Eddj _ - cember 5, 1924,

made in New York. This will give the Board the trend of the market and further
details can be obtained from the schedules as they come through. We are making
out our open market investment report today on this baeis, and I trust it will
be satisfactory. If it is not I should be glad if you would telephone me and
we will undertake to collect the figures from the other Reserve Banks by wire
for the report next week.
I understand that the second paragraph of your letter is taken care \\?ﬁ/’
of by our daily telegram.

Very truly yours,

nWW

¥. RANDOLPH BURGESS
Assistant Federal Reserve Agent.
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FEDERAL RESERVE BANK - e o

of NEW YORK

December 5, 1924.
My dear Governor: ‘

I am sending out notices celling the meeting of the Open Market Committee
on Investments for Wednesday, the 17th inétant, with a warning to the members of
the Committee that it will be highly desirable for them to make pléns to‘stay over
the 18th also. |

It is impossible as yet, and probably will not be possible any time to fore-
cast exactly when the money market effect of all the transactions of the 15th of
December will be felt in New York. Mr. Case and I agree, however, that probebly tﬁe
17th and 18th will be the best time for observation.

I hope that you can arrange to attend the meeting. I alsoc understand in-
formally that it was your expectation to have Dr. Stewart come over the same time and
hope that he will do so.

In connection with the policy of the bank in its relation to the money
market, it is necessary to bear in mind that what we do must be matched in with a very
large volume of transactions which we are now conducting for the Treasury. They are
making some very large sales and counter purchases. Mr. Winston understands quite
fully what our attitude is toward the market, and is so arrenging his operations that

they will coordinate with ours, and I regard the whole affair as being in excellent "\//

shape.
The market is being swept bare of short maturities of Govermnment obligations
in connection with the refunding loan. This is leaving a vecuum, which we expect will

result in a good distribution of bills through the hands of the dealers. On %he other

H

hand, we must be careful that money rates do mot stiffen to such a point that this %%G
market is lost, as bills will not distribute satisfactorily if rates on the Stock Ex-
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Honoreble D. R. Crissinger 12/5/24.

change are too high in relation to the rates at which bills are selling.

The situation is one that requires management and, as I explained to you ove
the telephone yesterday, we must be prepared to sell some of our March maturities at
any time .there is to be an over supply of funds in the market, but later on it may be
necessary for us to be buyers of some of the short maturities in case the smount of %{
money taken out of the market has the effect of running up the rate for bills too repld-
ly. It is, in fact, a situation which requires watching from day to day very care-

fu-lly. -

Very truly yours,

BENJ. STROKG
Governor.

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.
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Fozm Ng. 131 CEDERAL RESERVE 3 > Ee‘
Office Correspc «€ e R eember 4, 1974,

To Federal Reserve Board

R - Subject:___

From__ Y¥re Eddy

The recent conference of Federal Reserve Agents congidared

the following topiec: o

"Advigability of a Federal reserve bank investing an
amownt equal to capital and surplus in Government bonds
for earning purposes.”

The following committee report was unanimously adopted:

"The committee believes that the System shouldf%%)
change its investment policy any more than it should
change its policy im regard to services and other
operative matters, because of temporary changes in
credit conditions. The policy of the System has \n/@
been to invest in long time Goverrment bonds to any
extent, although the matter has been discussed meny
times. The committee moreover believes that in view
of the present cheapness of credit and consequent high
quotatioms for bonds, the present is{fiot) an opportune
time to make such an investment even if, as & matter
of policy, it was considered desirable.™

doo 1/-28-2 5
/&é, ‘ 4»2' é pa C:?“ 30 “Z oL
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December 3, 1924

I am enclosing a schedule showing the revised ratios
of participation of Federal reserve banks in System purchases
of Government securities and bankers acceptances based on the
earning requirements as reported to the Coumuittee as of the
close of business November 30, 1924,

These ratios are to apply on all purchases made dur-
ing the month of December.

Respectfully,

W13 Mol

W. B. Matteson
Secretary, Open lMarket
Investment Committee

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.
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Boston.

New York
Philadelphia
Cleveland
Richmond
Atlantea
Chic«go

5t suis
Minneaﬁblis
Kansas City

Dallas'

San Francisco

Totals
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Net Earnings Less

REVISED PERCENTAGE OF PARTICIPATINN OF FEDERAL RESERVE BANKS IN SYSTEM PURCHASES OF
GNVERNMENT SECURITIES AND BANKERS ACCEPTANCES BASED NN THE EARNING REQUIREMENTS

AS REPORTED TN COMMI

mrm

1l

E A3 NF_THE CLO3SE NF NOVEMBER 30, 1924

Estimated Gross

Earnings Dec, 1 =

Total

Total Estimated

Expenses Includ-

Amount of
Earnings Over

Current Expenses Dec. 31/24 Based Net Earaings Estimated ing Dividends or Short of
Paid and Accrued on Earning Assets Jan.1l/24-Nov.30/24 Estimated Expensés Charge-offs Dec.1l/24-Dec,31/24 Estimated
and Dividends Held Nov. 30 Re- and Gross Earnings Dec.1/24-Dec.31/24 for and Charge-offs Requirements
Jan.l - Nov.30/24 maining Unchanged Dec.l/24-Dec.31/24 Including Dividends 1 924 for vear 1924 for Year 1924
» 8,90 v 244,594 v 253,494 v 192,155 ¢ 134,047 v 326,202 v. T72,708-
391,938+ e 830,000 438,062 117,000 771,000 1,548,000 1,109,938~
109,234 226,000 335,234 242,000 38,000 280,000 55,234+
181,000 323,000 504,000 288,000 770,000 1,058,000 554,000~
350,000 107,000 457,000 165,000 190,000 355,000 102,000 *
404,907 123,344 528,251 119,824 459,066 578,890 50,639~
221,286 420,495 641,781 406,921 657,196 1,064,117 422,336~
30,413+ 123.060 92,5817 186,000 316,000 502,000 4n9g, 413~
224,477 109,055 333,532 163,213 91,180 254,393 79,139"
99,300 174,000 273,300 177,000 359,700 536,700 263,400~
580,307 131,000 711,307 132,661 1,042,241 1,174,902 463,595-
100,000* 274,000 174,000 272,000 — 177,000 1,049,000 ~—3815,000-
$1,657,060 ©3,085,488 ¢4;742,548 53,121,774 v5,605,430 v8,727,204 v4,221,029-

Federal Reserve Bank of St. Louis

Expenscs exceed earnings.

hgvised
Ratio
"of Par-
ticipation
25

N 267,

0

13%
0
1

104

10%
0
67

11%
21%

100%

;
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The Federal Reserve Board submitted tha following topic to the
recent. Governors' Conference:

*The advisability of a Pederal Reserve Benk investing
an amount equal to capitsl and surplus in Government bonds
for easrning purposes, "

After a lengthy discussion of the principles end practical ques-
tions involved, Governor Norris mede the following motion:

"Thet it is the sense of the oconference that there is
no objection in principle to the investment by Federal
reserve banks in long time Government obligeations of so
much of their ocspitel end surplus as is not represented
by buildings or other fixed investments,"

This motion was lost by a vote of six to six, the Governors re-
cording themselves as follows:

"Aye" - Wellborn, McDougel, Young, Norris, Bailey and
Herding.
*Ko* - Strong, MoKinney, Biggs, Fancher, Ceslkins and
Seay.
!

There is attached hereto stenographic report of the conference dis-

cussion on the above topic,

¥ i ] : FEDERAL RESERVE
Office Correspc e L o Member 25, 1824,
To _____The Pedersl Reserve Bomsd,__ Subject: . . . 7~?.3-'i_:’~24” vﬁr i
From__ Ml‘. EQQX,L_A, —— e e e s
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/"' Governors' Conference discussion of Topie I. D., sug- ,/
4
i
f - gested by the Pederasl Reserve Boerd:
S ;
\
\\\\ "The advisability of a Federel Reserve Bank

T investing spn amount equal to capitsl and
surplus in Government bonds for earming
purposes, *

The Chairman: 1l-(c) 1s withdrawn., I would like to
call your attention to this in conneotion with the sugges~
tion of sub-topic (b), obviously, the proposal to invest
an amount squal to capitd and surplus in long time govern-
ment bonds is besed upon the theory that capital aﬁd surplus
are motsubject to the same rules as to liquidity as apply

to assets arising from deposits. The oapital and surplus
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of the Federal Reserve System today 1is $333,000,000, or
thereabouts. Of that §$333,000,000 some $41,000,000 is
already invested in long time bonds, which would reduce
the free capitdl and surplus to $292,000,000, Of that
$292,000,000 $60,000,000 is invested in bulldings, which
would reduce 1t to $232,000,000. Of that $232,000,000,
I assume that certain of the reserve banks have certain
more or less flxed assets, as the result of the period
which we have just been through, which could be considered
more or less permanent investments of capital and surplus.
That amount is undetermined. So that it 1s not $333,000,000
that 1s being considered on that thiery, but it 1s some
sum possibly in excess of $200,000,000 or thereabouts.

Governor Norris: Ag 1t 1s stated here 1t would be
the whole $333,000,000 because the topic does not make any
exception at all,

The Chairmans No, 1t does mot. I am just discussing}
certain aspects of it. |

Governor Wellborns How would 1t be to invest the
surplus in Govermment bonds?

The Chairmang I hesitate to express any very strong

opinion, because we have mo intention of doing that in New

Federal Reserve Bank of St. Louis
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York.

Governor Seay: I thought 1t was recognized that mo
part of the reserves of the Federal Reserve Bank should
be invested purely for the purpose of income; that the
whole matter of the use of Federal Reserve Bank resources
was controlled by a much broader principle than that, in
fact the principle which governs the actions of the Open
Market Investment Committee. I think the two are very
closely allied, and the very statement of this question I
think 1s a negation of the principle,

Governor Wellborn: My 1dea 1s that the banks have
to pay thelr dividends out of surplus,

Governor Seéy: I think it must be remembered that
this is intimately connected with open market operations
and we are on record as haviﬁg glven volce to the convice
tion that no part of the operations of the Open Market
Investment Committee should be undertaken purely for the
purposes of revenue,

Governor MgDougals That applies, I think, Governor
Seay, ontirely to the special fund,

Governor Seayt I belleve, Mr., Chairman, that it

ought to apply fundementally to all investments of Federal
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reserve banks.

The Chairman: Perhaps so, but it does not,

Governor McKinney: In other words, when we inject
two hundred millions of our resources into the money mar-
ket, 1t has the same effect whether contiibuted to us by
the member banks as capital, or whether it 1s depogits--~

Governor Seay: Whether i1t is capital and surplus or
deposits, it amounts to the same thing.

Governor C alkins: This i1s a matter that could not
be determined except by reference to the boards of direc-
tors of the various reserve banks. It is impossible for
me to say what the view of the directors of the San Fran-
cisco Bank would be, except to say that I should personally
at the present time be very rlgidly opposed to any such
proposal, and I have no doubt that they would be.

Governor Seay: I would like to ask what we would
do with our discounted paper when it had accumulated In
volume, and when we had an abundance of earning assets
independent of that portion of our resources which was
invested in Govermment securltles? Would we sell them?

Governor Norrls: I should think so.

The Chairman: We would realize a good fat loss 1f
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we did.

Governor MgDougal: May I inquite who put this topic
on the program?

The Chairman: The boa?d.

Governor McDougals In respect to the subject, I
think it should be conslidered that the Federal Reserve Syse
tem has taken on obligations in the form of services which
we have voluntarily extended to our member banks,the cost
of which repressnts a very large proportion of the cost of
operating the reserve banks. It seems to me that the
Federal reserve lanks cannot be expected to be a medium
through which the member banks will borrow, excepting 1n
times of seasonal or unusual requirements, and in emer-
gencles great and small, and it seems to me that as a mate
ter of prudence 1t would be advisable for the Federal Re-
serve Banks to lay in a reasonable supply of assets of this
sort for earning purposes. I am not intenddmg to say
that 1t should be an amount equal to the capital or the
capital and surplus, but a backlog upon which we cotild de-
pend for‘an income during a long period of lean earnings
which.these banks can look forward to,

The Chairman: But would you do that now?

. e i - oty s wam e ..
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Governor McDougal: Not at present, no. I would
do 1t as the opportunity arises, Two or three months ago
our Board passed a resolution under which it was decided
that instead of 1mmediately marketing all of any one specif-
ic 1ssue of bonds that came to us from m=unber banks in
amounts of five, ten thousand, or larger, that we would re-
tain those. We are doing 1t and have been doing it for
this purpose. We are one of the banks I think Governor
Strong has in mind, and fhere are others that have been
doing the same thing. We have accumulated I think seven
or eight million dollars over that period of time of that
class of securitles for that purpose, and we think we are

perfectly Jjustifled in doing so.

Governor Young: Minneapolils is the worst offender

in that respect on this question of buying long time bonds.,

That came about for a number of reasons, Two or three
vears ago we anticlpated the time would dome when our mem-
ber banks would mot borrow a grecat deal of money from us,
We appeared before this conference several times and tried
to eliminate certain gratuttous services that we had been
performing. Wwe realized that there was a large expense

that we could mnot cut down, We felt that 1t was good
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commercial banking to invest the capital #nd surplus in
long time assets, that 1s, your capital and surplus that
you perhaps would never be called upon to pay, so that we
have purchased seven million dollars worth of long time
government bonds and it has been a nice source of income,

At that time you will recall that all the other Federal
reserve a nks were bldding against gach other to buy short
time government obligations. In fact we got so much in the
System that the Secretary of the Treasury requested us to
sell some of them, Minneapolis did not participate in
that, but bought long-time bonds 1n preference to short
time bonds and we havelquite 8 handsome profit inthose
bonds at the present time. I do not belieﬁe that our

& people would go into this market and buy those bonds. ‘W)
We have made a profit. They have earned us better than
4% per cent, If we were forced to sell them this year
we would just have to turn the money over to the Govern-
ment. If we can go along until next year perhaps we
could sell them and use those profits to advantage. It
may be bad Federal reserve banking and financing, I do mot
know, but I think 1t was good commercial bank financing.

Governor McKinney: %W1ll you not have to readjust
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the value of those bonds at the end of this calendar year,
in accordance with the Board's program?

Governor Young: I did mot intend to take that up
with this conference. I intended to see the Board about
that myself, If we do we will sell them, I would not
put those on the books at the present values.

Governor.NOrris: I will offer & resolution that it
is the sense of thlis conference that there is no objection
in .rinciple to the investment by reserve banks in long
time government bonds of such of thelr capital and surplus
&3 18 not represented by buildings or other fixed invest-
ments.‘

@Goveraor Young: I will second that motion.,

Governor VWellborn: I will second it.

Governor Seay: I have been unsble to adopt the view

that any portion of the resources of reserve banks should
be Invested with a view to permsnency. I believe 1t 1is
inconsistent with the usage of reserves,

Governor McKinneyt I concur with Governor Seay's

views on that,

Governor Seay: It is my conviction that we are alle--
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some of us at least--- at least blt to hasty in reaching
the conclusion that the ordinary demands upon the reserve
banks will not be sufficient to give them an earning power,
There have been enumerated here today a number of factors
which are gradually making for a higher money rate and a
greater activity in the money market and a greater demand
upon the Federal reserve banks, We are never able to anti-
cipate that and because of that fact I think the invest-
ment of any part of the resources of the reserve banks
with a view to permanency 1is positively inconsistent with
reserve banking principles,

The Chairman: Is there any further discussion?

Governor Norris: Mr. Chelrman, this 1s a topiec that
Mr. Apstin, our Chairmaﬁ, has always been very much inter-
ested in. Wen 1t was put on thls program I asked him

to put his views in writing, which Le did, and I would like

to read from his memorandum,

"In considering this matter, disposition first should
be maee to the broader question as to whther or not a
Federal reserve bank should make investiments for income
purposes, when such investments do mot seem to be required

by the demands of trade. Thls question has been touched

b 3
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on from time to time at our conferences, but the attitude
of the Fedcral Reserve Board and the offlicers of the
banks, as far as the wroter kmows, never has been accur-
ately ascertained. Proponents of the theory that Federal
reserve banks should not put money into the market unlesé
the market needs it, or at least can take 1%t withéut caus=-
ing disturbance, hold the oplinlon that at such times the
Federal reserve banks should run at a loss rathér than
make earnings through such investments, But it 1s be-
lieved that 1t will be found that a large majority feel
that the Federal reserve banks were organized to be self-
supporting--- that the reductlions 1n the reserve require-
ments of member banks, and other measures, are amply suf-
ficient to compensate them for the slight competition they
might meet from the Federal reserve banks,~-- that general-
1y spesking, business will absorb, without materlal dis-
turbance, the amount of funds the Federal reserve banks
will have to invest to make sufficlent earnings to cover
their expenses,-- that it would be a great menace to the
continuance of the 3ystem should the banks not be able
to support themselves, - and that there would hardly ever

be a time when the latter would be justified in refralning
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from maintalning sufficlent earning assets to pay expenses
and dividends,

"Believing then that a majority of this body feels
that Federal reserve banks should carry sufficient earning
assets to meet their expense, dividend and surplus reguire-
ments, the queétion arises = YWwhy should not a reasonable
part of such earning assets consist of Government bonds?"

Because we have not been investing in Governmept bonds,
ons is inclined to ask - "What 1s the matter with them?"
The security 1s unqguestioned, the income larger than that
from other Government obligations, or from bankers bills;
they are flexible, and, for strategic purposespmp just as
good,

This questlion before us is the same as the one submit-
ted to the Board some three years ago when the financlal
conditions existing today were plainly foreseen, The sug-
gestion that Federal reserve banks be allowed to invest
in Liberty bonds and Victory notea for income purposes
was mot approved, t investments in United States notes
and Certificates of Indebtedness were permitted., The Federal
Advisory Council, to which the question of investments of

Federal- reserve banks was referred in the aprihg of 1922,
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said: -~

"twhile the council believes at the same time that
the Fed ral Reserve System would be well advised in making
efforts to increase 1ts holdings of acceptances, there is
no doubt that the Federal reserve banks as a whole cannot
avold at this time, for the reasons explained, investing
very substantial amounts elther in Govermment bonds, Cer-
tificates of Indebtedness or warrants, Of these three,
no doubf, the shorteterm Treasury certificates are the
most sultable as investments for the Federal reserve banks.
Bearing in mind that the capital and surplus of the come
bined Federal reserve banks amounts to approximately
$300,000,000, the Council does mot feel that there is just
cause to criticise the Federal reserve banks for having
invested 1in Treasury certificates and short-term Govern-
ment obligations up to an amount which is not largely in
excess of their cepital and surplus, and which, consider~
ing the amount of their assets, constitutes omly a small
part of thelr resources,

"Phe Council is still of the opinion that the Federal
reserve banks should avold investing 1in long-term QGovern-

ment bonds,V
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"Why this distinction was made, never has en convinc-
ingly explained. It 1s not unlikely that the attitude
towards Government bonds was due to the unsatisfactory
condition of the bond market that had existed up to that
time, The great war issues had not been digested; member
banks and Federal reserve banks were carrying as collateral
security for loans hundreds of millions of them which had
beenbtought, not for investment purposes, but from patriote
lc motives, and the banks were most anxious to get rid of
them, Securitles, floated in such a way, would not be
looked upon favorably by bankers and this professional
attitude of the bankers toward investments was allowed
to affect their thinking even about Government bonds.
The Gpvernment bond market hasso changed that it is doubte
ful 1f the same attitude would be taken today, as no one
seriously can say that the bonds of our Government do
not provide the safest investment that can be made . They |
have a broader market, can be sold at any time in any
kind of a money market with less fluctuations in price than
any other security, and as far as our operations for
sabllizing the money market may go, they progide better

instruments than any other inveatment.
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"Had inwestments in Govermment bonds been permitted
at the time the suggestion was made no disturbance of the
money market would have resulted. The reserve banks un-
doubtedly would have been sold the bonds which they al-
ready were holding as securlty for loans to member banks.
Thus the borrowings of member tanks would have been more
speedily liquidated; earning investments of Federal re=
serve htunks would mot have been Increased; the Government
bond market would have been stabilized; the banks would
have had an assured income, and would not have been so
constantly in the market for bills and Govermment short-
terﬁ Investments. It 1s surprlsing now to think that any
opposition was offered to such investments.

"Shortly after thelr orgsnization the Federal reserve
banks made large purchases of United States bonds for in-
come purposes. The Federal Reserve Act provided that
Federal reserve banks should purchase from member banks
at par Unlted States 2 per cent bonds, which bonds might
be exchanged 50 per cent for FO-year 3 per cent bonds and
50 per cent for one year 3 per cent notes, subject to 30
renerals, This provision of the Act appears to be a clear

approval of the investment by reserve banks in United
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States bonds.
"A study of the charters and operations of the Banks
of England, France, Belgium, Holland, Sweden and Japan

shows that all are authorized to hold Government securities;

that some are required to invest all or a part of their

capital and surplus in the loans of their respective gov-
ernments; ahd that all carry large amounts of them,

"The above statements are sufficient to show that
Federal reserve banks did invest in Govermment bonds, and
that, under certain circumstances, they were required to
do so; that 1t 1s a proper policy, and one followed by

the centrzl banks of the nations of the world,

"'we average price of United States 43$ bonds 1s about
102, Were the capitdl and surplus of the Federal reserve

banks, amounting to $333,000,000 invested in those bonds

at that average price, the income would amount to
$13,875,000. To produce an squal income, it would re-
'quire an investment of $616,000,000 in bankers bills at
the rate they are returning today, or an investment of
$542,000,000 in United States Certificates of Indebted-
ness. Thus a conservation of resources amounting to

$283,000,000 could be made by investing in bonds instead
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of Certificates of Indebtedness.

"Apout 18 months ago, in carrying out the investment
policy of the banks, we sold at quite a loss some of our
holdings of U, S. Certificates of Indebtedness, and also
reduced our holdings of bankers' bills, presumably because
money was so abundant that 1t was considered unwise for
Federal reserve banks to contribute funds to the market
when the apparent demand for them was so small. Some
months later, when apparently there was a less demand for
funds, the investment policy was changed, and it was de-
clded to tuy for the banks $300,000,000 of Treasury bills,
Following that by a few months, when still the money market
failed to show any improvement, & further increase in the
amount of Treasury bills to be purchased was agreed upon.
The combined statements of the Federal reserve banks show

that discounts had declined from $884,000,000 on October

31, 1923, to $401,000,000, on June 4, 1924, and the ine

crease in the purchases of Treasury notes and Oertificates
may have been made to offset this decline in the holdings
of discounted bills., While the advisabllity of purchases

in the open market to maintain the earning assets of the
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banks was recognized, some thing that Government bonds
would have been a better purchase. But it would seem
that this policy of making any purchases during these per-
lods 18 a distinét reversal of the policy according to
which several of the banks a few months prior had been com-
pelled to segl securities,

"Without a doubt, 1t would be unwise at once to make
large investments in Govérnment bonds, but 1t would seem
to be sound to refrain from further buyiﬁg of Certificates
of Indc¢btedness, and as funds are released from them, to
~reinvest those funds 1n bonds. Should there be any
opportunities to make additional investments in bonds,
advantage should be taken of them up to a reasonable
extent,"

Governor Norria: I think there 1s a good deal in
that, I think there is mo doubt about the fact that
our original purchases of govermment bonds and certifi-
cates were made for earning purposes, and if we are going
to carry any government securlities at all for earning pur=
poses, 1t would seem to me to be wiser to deal in the
larger market than in the smaller market, and to buy secur=

1ties which we do not have to be continually replacing.
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The Chalrman: Govermor Mrris, the precedents
cited there, I think are liable to be misleading if you
do not go a little bit undernsath the surfacs. In the
case of the Bank of kngland, a charter to the Hank of Eng-
land was granted upon the condition that the bank would make
the loan to the British Government and the increment of
some part of the public dent nmow owned by the Bank of Enge-
land has ®en due to an operation of a system of retise- .
ment orxprJGXfﬁ B;nks>or prlvate banks which has resulted,
Just as 1t would have resulted in the case of the Federal
Reserve System 1f we had taken over the national bank
notes,

In the case ;f the Bank of France, when Napoleon
granted a charter to the Bank of France he did it in
return for a Governmment loan, which is a statutory loay,
and that loan has always been carried since then,

When the Mlikado made a decree establishing the Bank
of Japan, that was done upon the basis of a loan to the
Government by the Bank of Japan without intereat. It 1s
a statutory loan and was mase for the purpose of facllitat-
ing the tltimate retirement of the national bank note

circuiation that took the place of the Shogun notes.
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The situatiom in Germany, which I cannot describe
in detail, is very much the same, All of these large
holdings of government bonds by the banks of issue origine

: ated at the time of the estab&iahment of the bank, because

the gbvernment made a bargain with the proprietors of prie
vate banks to grant a charter in exchange for a loan, and
those banks, cxcept as the result of war emergencies, are
mwt large buyers of Government bonds in the markets at
all, The Bank of France 1s inflicted with an enormous
volume of government loans, which were imposed upon it as
the result of the war, and as you know, the entire surplus
of the earnings of the Bnk of France are now appropriated
to reducing that debt just as fast as they can, There-
fore, I think the precedent, when'yoﬁ amalyze it, in the
history of timse banks is quite the other way, It 1s
not a subject that I put on the program, and I have no
strong feeling about 1t, but as long as 1t was under dise
cussion, I wantea’to present that view of ig,

Govermor Seay: The banks you refer to are not essen-~
tially what you might term reserve banks,

The hairmam: 4Are you ready for the question on
” 212

#overner ¥orris! motiont
. (The motion, heaving bn&n duly seconded, was lost,
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Dear Mr, Motteson:

Confirming my statement to you over the
teds phone on November 20th, you sre advised that I
have bean instructed by the Pedersl Reserve Board
to request that in the Open Marvet Investment Come
mitteo'e weekly report of transactioms in government
securities and bankers acoeptances you show for each
dey during the period covered by the report the sactual
amounts of different maturities of bills purchused
and the actual rates st which they were obteined,

I wss zlso instructed to ask that the daily
letters of the Pederal Reserve Bank of New York,
coples of which we receive here regulurly, show the
amounts of the various msturitles of scceptances pure
ohsgad by the Federal Reserve bank and the rate on each
maturity,

Very t ruly yours,

(Signed) Walter I, Eddy

Walt@r LO Eddy,
Secrotary,

¥r, W. By Mattesom, 3ecretary
Open Market Investment Committee,
C/o Pedersl Reserve Bank,
Hew York, N.Y.

Ael G N/ DT/ >
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Woven e 20, 1924 72w A
Mr. Miller then called attention to the sharp increame in the J /-7 4¢ww?»%f

holdings of bankers ecceptances purchesed through the Open Market

Investment Committee and stated that in his opinion the Federal

Reserve buying rate on these acceptances may be too low.

Thereupon it was voted that the weekly reports of
the Open Market Investment Committee and the daily
letters of the Federsl Reserve Bank of New York include
hereafter the actusl rates at which acceptances of
different meturities heve been bought.
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Federal Reserve Board,
Washington, D. C.

Sirs:

LOANS AND INVASTMINTS: Accompanying evidencas of a continuance of slightly firmer

conditions in the money me.r:kets, our total sarning assets advanced 27,300,000
today and at 320,200,000 are the highest since November 10 rand about 31, 000, 000
higher than November 12, last 'previou.s repbrt:‘mg date.

The gain today resulted from an increass in loans to member banks of
¥21, 000,000 and san increase in bills purchased outright of $6,900Q,000, following

the slightly firmer conditions in the bill market. 3ills held uncer sales con- \/
B S . :

tracts decrengad sliphtly, howe¥er. The increass in bills purchased oubright

reflected new purchases of 310,200,000, which were partly offset by maturitiss
of \,pl 600, 000 and (eliv=r1c>s to other banks of {1, 700, OOO held overnight in oul
account, Of today's new purchases, 5, 800 000 are for deliveryto other banks

tomorrow. A summary of our earning assets follows:
: Millions of Dollars

, Change from -
Today Yestsrday Nov, 12

Tills discounted 51.0 + 21.0 + 25.8
#411s held under salses contracts 3.1 - 0,6 » 12,7
Other bills purchasad 78,9 “+ 6.9 +17,9
Special investment account 186.1 0.0 0,0
Other investments 1,2 0,0 0,0
. Total earning assete 320.3 + 27,3 + 31,0 .

The incroamse in loans to member banks today resulted chiefly the r"eo;')ening' of
National City Mank's account in the amount of 21,000,000 and a furthsr loan of

$2, 000,000 to the New York Trust Company, which now owes 4,000,000,
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RESERVE RATIO: Te appear to have lost §5, 00G, 000 further to the interior today in

ordinary commorcial settlements, making a f_otal loss in ths past three days of
about 45,000,000, Totsleash ressrves declined 1,100,000 today but combined
deposit and note» 1iabilities incrasased 24,000, 000, accompanying ths rise of
$27, 000, 000 in our earning assets today, so that our reserve ratie declined 1,6

points to 76,5 per cent, accordding to an early estimate toni'ghtv.
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2. Fedaral Tasgerve Jonrd, Vashington, B. C. 11419/24
H <o ?

GOVERNIIENT ACCOUNT: 4t .3, 600,000, ths

v

rsasurar's balance with us chows practicelly’

no chanpe as n rasult of $od~y's opasrations, Check payments of 3,400,000, in-
terest payments of 800,000, »nd mutilnatad currancy shipmenis of 1, 300, 009 were
offsat by collections of 2,900,000, new monezy raceived 600,000, ond a transfer
of 32,000,000 from Fhiladelphia.

STR7ET LOANS: {The following information is rsportes to this bank in confidencas and

should not be guoted.) Notwithstanding the continued nctivity on the stock ex-
change, total straset loons which 4aily reporting banks in New York City havs out-
stancding for their om account and for corraspondants cdeclined in the first two
days of the weck nbout 40,000,000 from thz high record figure raached last Sat-
urdny. As loms for their om accounts remain practically unchanged, this cecline
has bean Cue almost entirely to a recuction in loans for ths =ccount of corres-
L . , Suring this perioed .

pondents, following the loss to the interior/of about ¢40,000,000 in ordinary

~commercisl satitlaments.

YONEY MARKET: Accompsnying the loss of funds 4o the interior, aggrageling aboub

445, 000,000 in the past thrae days, monay conditions in New York have bean slight-

ly firmer. Stock oxchange ¢all money opene:’. and renswaC today at 2 1/2 per cent.

and continued unchmngsed throusheout the Jay. Tha deman? continued active and the

tot=l volume of new loans placad was subst mtislly above the usual c¢aily reduire-
ments, Oubtsids the_exchange 2 molerate amount of monsy was placed at the pfe-—
veiling vats, Follo*yin;? the recent period of activity, the time money market was
| quist an! rates were unchmnr-el.

Commerciui paper dezlers report a modaratsly active markst with a -
scrreity of good named 7paper. Rates were senernlly steady =t the somewhat higher
levsls renched last weok, The bank accapt-nce market was quist and vrates were
unchangad, several dealars cont inuing to bid 2 3/4 per cont. for 90 day‘ bills but
211l dealers, offering this maturity at 2 1/2 per cent. Short term Govarnment
securitics continue to be froely offered with moderats declines in prices and cors
: rasponding rise in yields. A summary of monsy rates follows: |
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/////' 3. Fedsrnl Ragervs "oard, Tashington, D, C. 11/19,/21
Today Yestarda Jeegk Aro

Call monsy, renswal . 2.50 2 2
Call monsy, new losns, avernsge 2.50 2,42 2
Time monsy, 61-90 cays, offer 23/2a-31/1 ®38/4- 31/a 31/4-31/2
Commercial paper, prime 31/4~21/2 31/4- 31/2 31/a
Pills, 90 days, offar 2°1/2 21/2 21/4
U. §. Sec. - Mar. 1925, yisld 2.66 2.63 2. 58
U. S. Sec. - Sept. 1925, yisld  2.82 2,78 2.74
U, S. Sec. - Saopt. 1926, yield 3.49 3,18 3,46

BOND MARKZT: Railroad bonds continued to be the most active élement pf the bond
market, but price movemonts were irrsgular, fractional ceclines appearing in 2
number of issuas that have racently showr; substantial gains. Publie utility and
incustrial issues were generally steady, and the foreign list held practically
unchanged. The volume of trading was the largest in a wesk, sales on k‘t‘he Exchange
totaling $20,000,000. Liberty bonds were firmer, as the foliowéng. surmary of

serles shows. Decimals express 32nds:

Sales in Closing Prices Lasr Gain since
Thousands Issue Yesterday Todav Today January 1
162 31/2s 100,16 100,18 .2 1.12
154 1st 4 1/4s 101.18 101,21 .3 3.12
490 2nd 4 1/4s 101.2 101.3 .1 2,28
645 3rd 4 1/4s 101.11  101.16 .5 226
1661 4th 4 1/48 101.30 102.2 Lh 3.22
178 Treasury 4 1/4s 105.12 105.1¢ .6 6.5

STOCK MARKET: Stock sales reached the largest vslums of the year E iday, sales total-
ing 2, 450,000 sharss. A strong advance in prices continued in early t.radipg., 'put
aroun¢ noon heavy ss1ling appearec that caused reactions in a number of 1e_adingv :
stocks, with no substantial racovery befors the eloss. A fow stocks again'shovwed

substant inl net gains, but the Dow-Jones averages below show declinas for both

industeials and rails.

Change from 1924 1923
Today Yesterday High Low High Low
20 railronds 95,26 - 0.34 95,50 79,98 90,63 76,78
20 incusgtrials 110,24 - 0,49 110,73 88,33 105,33 85, 76

FOREICN EXCHANGES: Sterling showed a slight reaction today, but other Europeén rates
ware firmer. Little change appeared in South American anc Far-sastern rates,

with the ex,ception‘.of the Argentins ra‘té which advanced 90 points to a new high

for the year. Closing cable rates in New York were:
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DECLASSIFIED

Authority* EO_LQZCD’_/A

-«

4. Federal Reserve Doard, Vashington, D, C. 11/19/24
/ Par Yesterday Today

London +44865 #44 63375 4. 6275
Paris .1930 .0523 .05245
Telgium .1930 .0481 . 0482
Italy 21930 043275 0433
Holland . 4820 .4015 .4016
Germany #2380 .2380 »3380 .
Ric de Janeiro .3244 »1188 .1180
Duenos Aires «9643 . « 8606 . 8696
Yokohama » 4935 . 385625 « 38625
Shanghai . 76375 , 7650
Calecutta . 4866 «3450 . 34375
Canada (check) 1,00 .99 63/64 .99 63/64

COMMOTITY MARKETS: Cotton was quiet and but 1ittle changed in price through most of

the day, but a modorate decline oceurred in late trading that left net losses of
11 to 20 points for the day, New York spot was 15 points‘lower at 24,35 cents,
| Price movements were irreguler in the grain market, December wheat showing a met
{ decline of 1 3/8 cents to §1.51 ¢/4, while corn advanced 2 3/8 cents further to
E $1.18 1/8, Copper is said to have been less active since the price was advanced
| to 14 cents, and a few concessions were reported. Prices of both raw and refined
sugar were steady, and a fair volume of business was reported, Crude rubber was
quoted 1/8 lower at 33 3/4 cents,

IRON AND STEEL: Pig iron prices were advanced 50 cents to 2,00 a ton during the past

week and steel prices were raised in a number of cases. It is said, however, that
tﬁe substan‘i:ial volume of orders recently reported was placed at the prices pre-~
vailing before the advence., Pig iron sabs for the week totaled 450,000 tons;
structural steel orders totaled 45,000 tons = the largest in two months; railroad
buying included 40,000 tons of rails and over 4,000 cars, Mill opesrations in the
vicinity of Pittsburgh are estimated at 65 per cent., of capacity, compared with ,‘

60 per cent, in the previous week, and several mors blast furnaces were blown in.

-

Respect fully,

V. Randolph Durgess,
Assistant Federal Reserve Agent.
Digitized for FRASER {/RB /CA
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N
tecuiive Folder

Nevember 10, 1924,  {}5i3 // [ /o [’ nn

Deay ¥r. Mattason: :

Pt is agimowledged of % ég%&: of
Noverh emlosing a sochedule sh ng e~
v ratios of partioipation of Pedersl reserve
banks, during the menth of Novewber, In Systen pure
chases of Govermment securities and bemkers aceept-
::c:; h;::d:n the earning requirements as reported
o tes a8 of the o »
Oateber 31, 1924, 1088 of usinens

Yexy truly yours,
{Bigned) Walter L. Eddy
Walter L. Bidy,
Beeretary.

¥r. ¥, B, Vatteson, Seoretary
Open Market Investwent Dermittes,
6/o Yederal Reserve Bank,
New York, ¥. Y
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\\1 Cygoutive e P Odtober 7, 1924,
- E"*%“G /O.T’/“Qj_?_/_

Dear I'r. Nattesong

Reoeint is acknowledged of your letter of

Ootober 4th, ‘enclosing schedule showing the ravised
ratiee of participation of Faderal reserve banks
durIfg ¥he month of Ocsober in System purehases of
Government securities and bankers acceptances, basod
on the earning réquirements as rererted to the Opon
¥arket Investment Committee as of the close of
bYusiness September 30, 1924,

Your letter will be brouzht to the attention
| of the members of the Noaxd, : “

Yery truly yours,

(Signed) Walter L. Eddy

Walter L. Eddy,
Seoretary.

Er. /e Be Matteson, Secretary,
Open Market Investment Oormittoe,
ofo Fedaral Reserve Rank,
New Yorik, e Yo

igitizeg for FRASER
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\JY / FEDERAL RESERVE BAaNK C o

November 7, 1924.

Sir:

I am enclosing a schedule showing the
revised ratios of participation of Federal re-
serve banks in System purchases of Government
gsecurities and bankers acceptances based on the
earning requirements as reported to the Committee
as of the close of business October 31, 1924.

These ratios are to apply on all purchases
made during the month of November.

espectfully,

W. B. Matteson
Secretary, Open Market
Investment Committee

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Waghington, D. C.

Enclosure

/" /o// v
Digitized for FRASER s a A\~ /"7 W

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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REVISED PERCENTAGE OF FARTICIPATION OF FEDERAL RESERVE BANKS IN SY3TEM PURCHASES OF
GOVERNMENT SECURITIES AND BANKERS ACCEPTANCES BASED ON THE EARNING REQUIRENMENTS
AS REPORTED ™0 COMLITTEE AS OF THE CLOSE OF OCTOBER 31, 1924

Estimated Gross Totel Estimeted Expenses Estiunated Total Estimated Amount of Revised
Net Earnings Less Earnings Nov. 1 - Net BEarnings Naov.l/24-Dec.31/24 Chargc-offs  Expenses Includ- Eernings Over Katio
Current Exponses Dec. 31/24 Bascd Jan.1/24-0ct.31/24 Including Dividends for ing Dividends or 3hort of of Far-
Paid and Accrued on Earning Assets and Gross Earnings 1924 Nov.1l/24-Dec.31/24 Estimated ticipatio
and Dividends Held Oct. 31 ke=  Nov.1/24-Dec.31/24 ond Charge-offs Requirements
. Jan.l - Oct.31/24 raining Unchanged . for year 1924 for Year 1924
. .ston * 27,177 ¢ 340,200 $ 313,023 v 415,600 . 137,047 s 552,647 . 239,624~ 4%
New York * 525,731 \23 1,613,000 1,087,269 1,452,000 1, 760,000 3,212,000 2,124,731~ -ﬁ<?'37ﬂ
Fhiladelphia 115,992 378,000 493,992 481,000 35,000 516, 000 22,008~ 1%
Cleveland 143, 500 568,000 711, 500 564, 500 770,000 1,334,500 623,000~ 117
Richmond 384,000 257,000 641, 000 319,000 190, 000 509,000 132,000 + 0
Atlanta 421,159 230,602 651,761 255,301 414,934 670,235 18,474 19
Chicago 170,979 815,920 986,899 818, 563 657,196 1,475,759 488, 860~ 9%
4. Louis * 13,514 267,000 253,486 299,000 318,000 617,000 363,514~ yd
neapolis 223,997 240,300 464,297 284,816 91,180 375,996 88,301 , 0
Kansas City" 98, 800 339,100 237,900 343, 400 459, 700 803,100 365, 200- 6%
Dallas 545,862 260,000 805,862 265,374 1,042,241 1,307,615 501, 753- 97
. X '
San Francisco * 95,000 526,000 431,000 548,900 781,000 1,329,000 £98, 000~ 167
Totals 41,442,867 +5,835,122 +7,217,989 +6,046, 554 46,656,298 212,702,852 $5,645,164- 100%

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

+* Bxpenses exceed earnings
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FEDERAL RESERVE BANK

ofF New York

CONFIDENTIAL Uctober 4, 1924.

I am enclosing schedule showing the revised ratios
of participation of Federal reserve banks in Systsm purchases
of Government securities and bankers acceptances based on the
earning requirements as reported to the Committee us of tine
close of business September 30, 1924.

These ratios are to apply on purchases thit may be
made during tae montn of October.

Respectfully,

. Be. Matteson
Secretary, Open Market
Investiment Committee

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,

Washington, D. C,

Encl.

ALl Go ”°/7/w

ederal Reserve Bank of St. Louis




REVISED FPERCENTAGE OF FARTICIFATICK OF FRLERSL RESERVE BANMKS IN SY3TEN FU~ACHASES CF
GOVERNEENT SKCURITIES AND BANK®WRS ACCEPTANCES BASED ON THE FARNING REGUI SELENTS
AS REFORTED ™0 COLMITTRE A3 OF ™HE CLOJY_OF SEFTELBER 30, 1924

Estinated

Net Earnings Less Bstinzted Gross Total Estirseted Expensess Total BEstinated Amount of Revised
Current Expsznses Barnings Oct. 1 - Net Earnings Oct.1/24-Dec.31/24 Charge-offs  Expenses Includ- Earnings Over Ratio
Paid and Accrusd Lec.31/24 Based Jan.1/24-3ept.30/24 Incluaing vividends for ing Dividends or Short of of Far=~
and Dividends on Earning Assets and Gross Earnings 1924 rct.l/24-Dec.31/24 Estirated ticipaticn
Jan.1l - 3ept.30/24 Held Sept. 30 Re- Oct.1l/24=Dec.31/24 -nd Charge-cffs Requirenents
maining Unchanged for Year 1724 for Year 1524
Boston 3 x8,592 3 520,054 s 511,462 s 629,994 @ 137,047 5 767,041 v 255,579- 4fe
New York x 615,635 2, 440, 000 1,824,365 2,175,000 1,760,000 3,935,000 2,110,635~ 34
Philadelphia 153,000 462,000 615,000 732,0C0 35,000 767,000 152,000- 2/o
Cleveland 137,500 740,500 878,000 861,000 770,000 1,631,000 753,000~ 124
R* *hmond 394,000 401,000 795,000 493,000 190,000 683,000 112,000 0
At 1ta 433,626 325,126 758,752 384,459 408,527 792,986 34,234~ 1/
Ch. go 156,128 1,074,248 1,230,376 1,236,118 657,196 1,893,314 662,538~ 11p
St .ouis X 2,815 413,000 410,185 450,000 315,000 765,000 354,815« 6/
Linneapolis 208,779 403,729 612,508 398,080 91,180 489, 260 123,248+ 0
Kanses fity 100,100 - 483, 900 584,000 523,200 459,700 982, 900 398, 900~ T
Dallas 547,018 389,665 936,683 395,203 1,042,242 1,437,445 500,762~ 8/
3an Frencisco x 56,000 771,000 715,000 835,000 766,000 _1,621,000 906,000~ _L5p
TOTALS 1,447,109 8,424,222 49,871,331 99,113,054 6,651,892 ¥15,764,946 6,128,863 1004

Digitized for FRASER
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xExpenses exceed earnings.
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September 5, 1924,

Dear Mr. Matteson;

Receipt is agknowledged of W
of 8e | enolosing schedule showing
| Tevised ratios of pesrticipstion of Fodersl
| reserve bsnks in System purchases of Govern-

ment securities snd benkers scceptsnces dur-

ing the month of September, which has been
brought to the sttention of the Federsl Re-

serve Board,

Very truly yours,

(Signed) Walter T, Eddy

‘Walter L, Eddy,
Secretary.

| Mr. ¥. B, Matteson, Secretery,
| Open Msrket Investment Committee,
o/o Pedersl Reserve Benk,

Hew York, R.Y,

-~

»

3 s
E %, 4

t N "

4 ey

4

] L4

»

i
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A RECEIVED

N4 FEDERAL RESERVE BANK S 1904
s OFFICE OF

g / oF New York 1HE GOVERNOR

=

September 4, 1924

I am enclosing a schedule showing the
revised ratios of participation of Federal re-
serve banks in System purchases of Government
securities and bankers acceptances based on the
earning requirements as reported to the Committes
as of the close of business August 31, 1924,
These ratios are to apply on all purchases made

f during the month of Septeumber,

W. B, Matteson
Secretary, Open Market
Investment Committes

Honorable D, R. Crissinger, i
Governor, Federal Reserve Board, (}/L
Washington, D, C. ‘}m Z g
S _
Enclosure (1) U C?zi>

-
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Ettp://fraser.stlouisfed.org/ [«)/QL W !

ederal Reserve Bank of St. Louis



Net Earnings Less
Current Expenses
Paid and Accrued

and Dividends

Jan. 1 - Aug.31/24

woston

New York

Philadelphia

Cleveland

Richxond

#lenta
1icago

3t. kouis
inneapolis

Kansas City

Dallas

San Francisco

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

v 6,837
x640,091
189,241
156,400
397,000
441,010
152,113

5,689
184,444
102,000
523,115

x 36,000

51,484,418

X

\

BEstimated Gross
Earnings Sept.l ~
Dec.31/24 Based
on Barning Assets
Held Aug. 31 Re~-

naining Unchanged

REVISED PERCENTAGE OF PARTICIPATION OF FEDERAL RESERVE BANKS IN SYSTEM PURCHASES OF
GOVERNLENT SECQURITIES AND BANKERS ACCEPTANCES BASED ON THE EARNING REQUIRE-

MLENTS AS REPORTED TO COLITTEE AS OF THE CLOSE OF AUGUST 31, 1924

3 682,846
2,780,000
652,000
916,000
526,000
421,320
1,362,594
473,000
548,401
640,500
649,808

952,000
410,604,469

o————————

Expenses exceed earnings

Anount of

———————————————

$7,130,684-

Total gstimated Estimat od Total BEstimated Revised
Net Earnings Expenses Charge-offs Expenses Includ- Earnings Over Ratio
Jan,1/24-Aug.31/24 Sept.1/24-Dec.31/24 for ing Dividends or Shoert of of
and Gross Eernings Including Dividends 1924 Sept.3/24~Dec.31/24  Estimated  Participetion
Sept.1l/24~Dec.31/24 and Charge-offs Requirements
for Year 1924 for Year 1924
$ 689,683 $ 850,518 § 142,048 $ 992,566 $ 302,883- 4%
2,139,909 2,904,000 1, 760,000 4,664,000 2,524,091~ j:f<g6;
841,241 975,000 35,000 1,010,000 168, 759- 2%
1,072,400 1,158, 000 770, 000 1, 928,000 855,600~ 125
923,000 658,000 180, 000 838,000 85,000+ 0
862,330 518,256 408,527 926,183 64,453~ 1%
1,514,707 1,662,735 657,197 2,319,932 805, 225- 114
478,689 598,000 315,000 913, 000 434,311~ 67
732,845 518,89 391,180 910,071 177, 226- 3%
742,500 705,300 459,700 1,165,600 422,500~ bh
1,175,583 506,971 1,042,242 1,549,219 373,636~ 5k
916, 000 1,109,000 809,000 1,918,000 1,002,000~ 14%
$12,088,887 $12,164,677 26,969,894 919,134,571 1005
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Aupust 14, 1924

Dear Mr. Netteson:

Ramipij is soknowledged of ygur letter
of th fostant, addressed to Jovernor
Crissinger, enslosing a sohedule showing

the revised retios of partiocipation of
Federal reserve bancs in Syetem purchases

of Rovernnent securitick besed on the earn~
ing roquirements ag roported to the Committee
a8 of the ocloge of business July 31, 1924,
which hag been brought to the atiention of
the Boarde

Very truly yours,

(Figmed) J. o Noell

Ja Cu HOQll,
Assigtant Seoretary.

Mr, W, Be Matteson, Seoretary,
Mariet Investment Committee,
o/c Pedersl Reserve Bank,
Rew York, N.Y.
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FEDERAL RESERVE BANK
t“/g l

oF New York

August 8, 1924.

Sir:

I am enclosing a schedule showing the revised ratios
of participation of Federal reserve banks in System purchases
of Government securities based on the earning requirements as
reported to the Committee as of the close of business July 31,
1924.

These ratios are to apply on &ll purchases of Govern-
ment securities made during the month of August.

Respectfullj, .

V. Be Matteson
Secretary, Open Market
Investment Committee

Encle.

Honorable D. R. Crissinger, W @U\JW

Governor, Federsl Reserve Board,
Washington, D. C.

-,
A

s

ALt G %5’/ 24



BOP;OH

Ne ork
Philadelphia
Cleveland
Richmond
Atlanta
Chicago

St, T -uis
Mi, apolis
Ka =8 City
Dallas

San ¥ranciseo

— - — -
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Net Earnings Less
Current Expenses

REVISED fuinoinTAGE OF FARTICIPATION OF FEDERAL RESERVE BANKS IN SYSTEM FURCEASES OF

GOVERNNENT SECURITIES SASED ON THE EARNING REQUIREMENTS AS REPORTED

TO_COMMITTEE AS OF THE CLOSE OF JULY 31, 1924

Estimated Gross
Earnings Auge.l/24-

XExpenses Exceed Earnings

Federal Reserve Bank of St. Louis

Paid and Accruwed Dec. 31/24 Based Total Net Earnings Estimat od
and Dividends, on Earning Assets Jan.1/24~July 31/24 Estimated Expenses €harge-
Jan. 1 ~ July 31 Held July 31 Re~ and Gross Earnings Aug.l/24-Dec.31/24 offs
1924 maining Unchanged fug.l/24-Dec.31/24 Including, Dividends For 1924
$§ 29,462 § 810,318 839,780 $ 1,065,870 3 142,147
* 567,943 3,156,000 2,588,057 3,625,000 1,760,000
209,207 846,000 1,055,207 1,209,000 17,000
196,600 1,178,400 1,375,000 1,448,500 770,000
409,000 762,000 1,171,000 825,000 190,000
455,670 560,306 1,035,976 648,922 408, 527
160,008 1,706,058 1,866,066 2,096,174 657,197
33,455 522,000 555,455 747,850 315,000
148,430 704,500 852,930 628,399 391,180
98, 200 874,200 972,400 902,500 459,720
474,888 841,615 1,316,503 632,315 1,042,242
27,000 1,269,000 1,296,000 1,416,000 842,000
$1,673,911 $13,250,397 $14,924,374 15,245,530 36,995,013

Total Estimated

Expenses Includ~

ing Dividends,

Mag.1l/24~Decs31/24 Estimated Require~-

and Charge-offs

Amount of Barnings

Over or Short of

ments for Year

for Year 1924 1924
$ 1,208,017 $ 368,237 -
5,385,000 2,796,943 -
1,226,000 ' 170,793 ~
2,218,500 843,500 =
1,015,000 156,000 +
1,057,449 21,473 -
2,753,371 887,305 -
1,062,850 507,395 -
1,019,579 166,649 -
1,362,220 389,820 -
1,674,557 358,054 -
2,258,000 —262,000 -
$22,240,543 $1,472,169 ~

Revised
Ratio
of

5%
Ag 37%
2%
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Mly B, 1934.

/),7»(“6“

Dear Nr. Matteson;

I heve discuesed the guestion of the dlstridut fon
azorg the Fedaral reserve banks of United States securitise
parchassd by tle Open Market lwestasnt Committes with geveral
oembers 0f the Doard and believe that it will de the Board's
poliocy for the pressnt at least to express no opinion with
; refereme o this matter. IV is suggestied tharefore that you
% provesd as you have in ths past ood Base your ratios of par- ‘>(
ticipation on figures furmished by tl® reserve danks. .

With a view of having sernings figares of each
Pederal reserve bank properly recorded im the reports @r the
month of July, we wonld 1ike very much %0 hgve you maxe the
distribution 0f purcheses mede during July 10t later than
tomorrow, the 8lst. If this is not dos%: we may have oon-
sidershle diffioulty in straightening out the reporsts amt in
getting the ocorrect rate of earnings for publication in the
Bulletins eamd in the aAnmal Heport.

I regret very much that it waa mt mduo te write
you eariisr with reference to this questiom, bt 1% was impruc-
| ticable to hendls the matter iy wore axphiitiounsly. s I
stated overikthe telephone this merning 0 your assistant,
3 dr. Bourds aond I discussed this subjeot quite thoroughly and
he agrees with me that 1t wonld be advisible to have parohasss
: meie distriuted gong the Federal reserve bawks d@fors
; the 0loss of busimess on tho Jist.

Very trmily yours,
(Signed) E. L. Smensd

B. L. Smead, Chief,
Division of Baik Operations.

0N
Mr. W. B. Matteson, Secretary, J Bgei‘f’w
Open Marmet Investment Comsittes,
Foderal Beserve Bank, ’
York,

Kow ¥. Y. }( Z
| ; ) . ,:’; '5&,‘
igitized for FRASER ALl &mra ’ﬂr’/.& 2 /’;q f’i&f ﬁ/?‘sf./ V< v &\
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:uly 29’, 192‘. [ 4' el

Dear Govornor Strongs

Receipt is acknowledged of your letter of
July lﬂth%f enclosing draft of the minutes of the
mesting of the Open Market Investment Committee
for the Federal Reserve System, held in Boston
on July 16, 1924, and copy of a letter addressed
by you to the Governors of the various Pederal
reserve banks, relstive t0 action taken at the
meeting.

Your letter and enclosures have been brought
to the attention of the members of the Board, snd
at the mecting this morning, it was voted to ap~
prove the recommendation of the Open Market In-
vestiment Coomittee that the open market holdings
of the Federsl reserve banks be inoressed from /
$400,000,000 to $500,000,000, Tha Board desires, ./
however, that in oarrying through this program '
all effort be made to avoid any disturbsnce of
the money market,

Aotion on the suggestion of the Committee \
that the Federal reserve banks' holdings be ><
further inoressed to $600,000,000 was deferred,

Very truly yours,

- rigsingers
("a'\gncd) v, R LY igsing
Governor,
w'l - SWB. GOnmor'
Federal Reserve ’
New YOrk' K.Y, ank

,b&
p
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RESERVE BANK OF CHICA:G@

230 SOUTH LA S LE STREET
S
i B R AU |
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g

July 26, 1924,

Mr. Walter L. Eddy, Secretary,
Federal Reserve Board,
Washington, D. C.

My dear Mr. Eddy:

At the regular meeting of our Board of Directors held
yesterday, it was noted that the earnings for several months past
have been insufficient to provide for commitments in the form of
expenses, dividends and reasonable charge-offs, including possible
losses. Consideration was also given to the large expense commit-
ments, occasioned to & consideravle extent by the cost of free
services, which we have voluntarily offered to the member banks and
which services in the opinion of our Boerd cannot be consistently
withdrawn at this time.

While our Boamrd is not unduly apprehensive because of
the present low earnings, which in all probability may be only
temporary, the conclusion reached on previous occasions when the
subject has been under consideration was reaffimmed, to the effect
that over a longer period of time the bank should be made to pay
its own waye.

/\ Por several years, as a service to our member banks, we
have received from them such govermment bonds as they desired to

dispose of, selling the same at once in the open market. In view

of the fact that this bank needs investments, our Board concluded
that instead of selling such bonds as they were offered, it would be
advisable and proper for this bank to purchase these voluntary offer-
ings as an investment, thus gradually accumulating a backlog for
earning purposes.

I am addressing you in order that the Board may be fully
apprised of the views of our Board of Directors and the proposed

progﬂdure.
,r‘f Very truly yours,
Mo o
\« Governors ]/‘/L
H3.
Digitized for FRASER AN (A /-tk, M W

http://fraser.stlouisfed.org/
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FEDERAL RESERVE BANK

oF New York

July 25, 1924.

Mr. E. L. Emead,
Chief, Division of Bank Operations,
Federal Reserve Board,
Vaehington, De C.

Dear Mr, Smead:

Since writing you on July 21£we have had some further discussion

here concerning the basis for distributing the Goverment Securities being
acquired for the special invesiment account of the system.

The difference between the figures assembled by us and #hose pre-
pared by your office for the purpose of determining the deficiency in earn-
ings of the several banks, results almost entirely.fram the faoct that our
figures contain the estimated chargeoffs for the current year while yours
do nbt. Both estimates include an sllowance for the payment of dividends,
frow which I assume it was the thought of your office, as well as of the
geveral banks, that the amount of earnings necessary to be obtained should

cover all kmown charges against earnings.

This being the case, the ounly question to be deternined is whether

or not the emounts estimated for the chargeoffs are reasonable and proper
jtems to include in such a statement. Each bank has, of course, prepared
its own estimate of chargeoffs and while it may be that they are not in all
respects on a comparable basie, it is undoubtedly true that a considerable
portion of these chargeoffs would in any event in ordinary practice come

ghead of dividends as a charge against earnings. The commitiee would

B - 07 Ppe F oy ‘,
Fttp://fraser.stlouisfed.org/ jQi.ai {'Q{H.J /1‘,)/)([‘
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Digitized for FRASER

scarcely be justified in arbitrarily changing or questioning the estimate
submitted by any bank; I, therefore, think we must assume that the estimates
as submitted are approximately correct,

After giving consideration to all angles of this matter we believe
it would be desirable to make the distribution of the investments acquired
from June 16 to the end of this current month on the basis of the figurees to
be furnished me as of July 31, which will be prepared in the same manner and
on the same basis as those which were assembled from the figures furnished
to the committee as of June 30, 1924, ~
i

Bven assuming that there may be some inconeistencies as between the

/

figures prepared by different banks, it is noi at all likely that these fige v
ures would have any epprocisble effect on the totel amount of purchases made !
but would merely affect slightly the percentage to be alloted to the dif- .J
ferent banks, B

As you know, the Federal Reserve Banks are being requested to
furnish new figures each month and we believe it may be advisable later in
the year, say about October, to request each bank, in the light of nine
months actual operation, to review their figures and also to indicate anew
the amounts of its estimated chargeoffs. It should be possible at that time
to make reasonably accurate estimates and during the remaining three months
of the year there would be the opportunity to adjust the allotments in such
a wvay as to closely equalize the earmings of the several banks in proportion
to their needs.

The New York Bank is, as you know, tamporarily ocarrying the amount

8o far invested since the last meeting of the committee. It is, therefore,

desirable that the basis of apportiomment be promptly determined so that the

htip:/ffraser.stiouisfed 04 gt ribution of the emounts already purchased can be made to the banks as
Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK OF NEW YOR. ...

soon after the first of the month as posseible,.

Mr. Rounds is to be in 'aahingtofx on Monday next and as he is
familiar with this subject, he will be able to discuss with you any points
vhich I have not made entirely clear.

I understend you will have an opportunity to present the matter on
Monday or Tuesday next to some of the members of the Board who are now absent,
If there appears to be any objection to our proceeding with the distribution
as outlined above, it would be appreciated if you would let me know as prompt-

ly as possible.

tryly yours,

W. Bs Matteson
Secretary, Open Market Investment Committee.

CL
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FEDEFRAL RESERVE BANK

of NEW YORK

July 24, 1924

Mr. W. L. Eddy,
Secretary, Federal Reserve Board,
Washington, D. C.

My dear Mr. Eddy:
This is to advise you that all members of the \///

Committee have approved, without change, the mimtes of

the meeting of the Open Market Investment Committee held
in Boston on July 16, 1924, a draft of whiéh wag sent to
Governor Crissinger in Chairman Strong's letter of

July 18.

Very truly yours,

W. B. Matteson
Secretary, Open Market
Investment Committee

535,40 e G 7/‘#24
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" Form No, 181,

,.‘i Off. FEDERAL RESERVE
ice Correspon.el e =~ == Date__Je.y 25, 1924.
To Mr, Bddy Subject: 4
Smead z —t! :

-
. T v RN T ws

VARVAR
At a meeting of the Open Market Investment Committee held at the
Federal Regerve Bank of Boston on July 18, 1924, Dr. liller presented a
memorandum ,prepared by this office comparing our estimate of earning assets
required to cover 1924 expenses and dividends with a similar estimate pre-
pared by the Committee, which was based on figures reported by the various
banks. The two statements were in substantial agreement except that our
statement was based on operating expenses and dividends only, whereas the
Committee's statement included also estimated allowances for reserves and
extraordinary charge-offs aggregeting about §7,000,000.

It was the understanding of the Committee that before the ratios to be
used in alloting  securities purchased during July were prepared, the
secretary of the Committee would confer with this office. Before discuss-
ing the question with the secretary of the Open Market Investment Committee,
however, I should like to know what the attitude of the Board is with re-~
ference to these charge-offs, that is, whether current expenses, dividends,
and the normal annual depreciatlon charge on bank premises should be con-
sidered as the earning requirements of the banks for the purpose of alloting
open market purchases of U. S. securities, or whether in addition to the
above items allowance should be made for probable losses on paper now held
under discount for member banks considered to be in an unsafe condition,
for extraordinary charge-offs to bring the book value of bank premises down
to approximate replacement costs, and for furniture and equipment purchased
during the year.

Gven though Federal reserve banks should at times purchase securities
in the open market for the purpose of making expenses, it would not seem
that open market investment policy should be influenced by any desire on
the part of the banks %o make sufficient earnings during any given year to
cover extraordinary charge-offs on bank premises to bring book values down
to approximate replacement costs; for the purpose of making sufficient
earnings to cover possible future losses on paper. held under discount for
banks considered to be in an unsafe condition; or to enable them to charge-
off the full value of furniture and equipment purchased during the year.

It is therefore felt that in determining the ratios to be used in alloting
securities purchased by the Open Market Investment Committee, which allot-
ments are now based on earning requirements, allowance should be made only
for current operating expenses, dividends, and normal annual depreciation
charges, or for current operating expenses and dividends only in case it is
evident that earnings will not be sufficient to also cover normal depre-
ciation charges onwggnk'premises.
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¥orm No. 131. .
FEDERAL RESERVE

Office Correspon z :e = Dae iy 22, 1954,
To __To 411 Members Vof‘ the Board = Subject:_ . 3 S 3 i.'i'g' “f,

From_ Mre Eddy , | _3

2-—8405

7/’3/ ad

“meeting of the Board today the attachad
letter m the Governor of the Federal Reserve Bank

of New York relative to actlon taken at the meeting
of the Open Market Cormittee held in Boston on July
16th, was ordered circulated and placed on the docket
for consideration at the mesting of the Board to be
held on Tuesday, July 29th.

Governor Crigsinger
Mr. Platt e
Mre Hamliny/y/

Mr. James.

Mr. Miiler

Mr. Cunni

Mr, Dawes ) l‘ i A ’:/, 21/ qz:.\ ;j

There 1s also attached for thg inforgpgtion of the
members of the Bogrd a memorandum And charfx) repared by
the Director of the Board'’s Division of Analysis and
Reseerch commenting on the actlon taken by the Open Market
Committee in voting to increase holdings of Government
securities from $400,000,000 to $500,000,000, and to later
en with the approval of all Federal reserve banks and the
Board to increase such holdings to $600,000,000,

-

wsenneTe=""" ey

O
AT o0 1024

WL 2 ’@'
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FEDERAL RESERVE BANK

oF New York

July 21, 1924.

Mr. £, L. Smead,
Chief, Division of Rank Operations,
Federal Reserve Board,
Washington, D. C.

Dear Mr. Smead: 7:7’ g&{{f -y % g ,&_—Agw.»

Referring to our teyéphone conversation to-dey, I am enclosing a copy
of the minutes of the meeting/of the Open Market Investment Commiitee held at
the Federsl Reserve Bank of Boston on July 16, 1924. You will observe that on
the fourth page refcrence is made to the memorandum from you to Mr. Zddy whica
contains & comparison of the Board's estimate of earning assets required to
cover 1924 expenses and dividends, taken from reporte mads to the Board by re-
- gerve banks, witu a similer schedule prepared by the Committee based on esti-
mated requirements for the year as reported by the various banks to the Com-
mittee.

I am also sending you a copy of the scuedule showing toe apportionment
to the various Federal resecrve banks for the current month. 7 &?/
4/

.

For your further information I am enclosing & copy of the m1nuteb§of 2L

the Open liarket Committee mzeting on Hay 29, 1924 from which you will note that
it was
VOTED that the Secretary be instructed to prepare a new plen

of apportionment of Government securities based on earning require-

ments of the respective banks as shown by figures furnished to the

Committee on May 21, 1924, with adjustments from time to time as

conditions warrant and new estimates are made; such plan to be sub-

mitted to the members of the Committee and the participating banks

for their approval.
I therefore asked the Federal reserve banks to furnish me the following figures:

1. Earnings less current expenses paid and
accrued and dividends down to may 31

2. Hketimated gross earnings from June 1 to
December 31, if present total of e«rning
assets remains unchanged

3. DEstimated expenses from June 1 to December
31 including dividends, estimated charge-
offs, etc.
These figures were the basis for the apportionment schedule for tiae month of June
and similsr figures for the month of June were used as a basis for the July
schedule of apportionment.

You will note from the minutes of the July 16 meeting tnat I was in-

QL S 4 e 7/ }5/
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Mr. E. L. Smead, 7/21/24
Federal Reserve Board,
Washington, D. C.

" 7 FEDERAL RESERVE BANK OF NEW YOR. .. .&

structed to confer with you before prepering a new apportionment schedule and

I would suggest that as a preliminary step in that direction we talk the matter
over by telephone to-morrow. As I advised you over the telephone this morning,

I think it would be a good plan for us to talk the matter over personally if
possible and I may decide to pay you a visit for that purpose in the event that

the other matter with Mr. Rounde, which you spoke of, will not bring you to New York
within the next two or three days.

e

Very trul yours,

T« Be Matteson
Secretary, Open liarket
Investment Committee

Encls. (3)
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Form No. 131.
FEDERAL RESERVE

Office Correspoi.€ ce ™ =

Date_ guly 21, 1924,  _

To _ ¥r,Fady Subject:___Open-market operatiods. ‘
:L From —Mr. Stewart = I . . | . ,:‘/“‘c A C\'IP‘ ‘ gi:{“[*é‘ I
| - , -';/ obv‘ %\3 38495
B\ | ALY
? ' 8\
’ : 7-21-2 4

I have your memorandum\asking for comments on the letter from Governor

} Stggggwpgwgg£gwlgiand the minutes of the meeting of the open-market investment

cormittee held in Boston on July 16.
The only important questions of pelicy raised in the recommendations of
the coomittee are in paragraphs 4 and 6 of Govarﬁor Strong's letter to the Fed-
eral Reserve banks., These recommendations are that further yurchases of Govern- /
ment securities be made up to a total of 500,000,000 and that the desirzbility \//
of increasing the total by another 100,000,000 be considered. \///
In both of these matters it is important to distinguish between the effect
of further purchases under present money market conditions and the effect of
purchases made earlier this year. At present not only are money rates at an
extremely low level, but there is an acoummlation of funds at the member banks
in New York, which they have found it difficult to place, even at existing rates.
This 1a'evidenced‘by the fact that there has been for the past two months a
continuous excess of reserves at the New York clearing house banks in large
volume, amounting on July 19 to $38,000,000. Such a condition can arise only
.when the member banks in New York are practically out of debt to the reserve
bank.and when acceptance holdings of that bank have been reduced to a low level.
The earlier purchases, though also made at a time when rates were low, had the

effect chiefly of reducing the discount and acceptance holdings of the bank

s

without adding greatly to the loanable funds in the market. The effect of pur-

chases at present would be to add to the present supply of unloanable funds. In &/

e

the absence of & commercial demand for credit the New York banks, though they
have rapidly increased their investments, bave not been able to find Immediate

Digitized for FRASER
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FEDERAL RESERVE

Date_ .

From

e - Subject:

28495

employment for their rundg,

4 chart 1is attachad;:howing the position of member banks in New York
City. Attention is called to the rapid increase during the last month in
their demand deposits, their ioanl secured by sfodks and bonds, and their
investments; also fo the fact that, while their "ali other loans" (oommér-
cial] have declined, the total of their loans and investments is at & peak
figure and their accommodation at the reserve bank has piactically dig~
sppeared. It is evident that under these sircumstances a purchase in the
open market will have & different effeot than earliér in the year.

The committee's suggestion that, wherovériposaibié, new purchases be
made elsewhere than in New York is not likely to overcome the pr'o'bability of
a further acocumlation of funds in the Kew York market. funds arising out
of purchases in the interior, while they may lead to some reduction of dis-
counts at other Federal reserve banks, are likely at this time, when balances
of interior banks in New York are increasing, to be added for the most part -
to the flow of funds to New York., As has been recognized by the committee in
earlier discussions, in open4maﬁkot operations the New York markét is the
national money market, and the effects of purchasén and sales wherever made
are reflected in the condition of that market. In considering the recommen-
dations of the committee, therefore, decisions must rest primarily upon the

situation in New York.
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Form No. 131.
FEDERAL RESERVE

Oftice Correspo. - :e ™ == .y, e,

‘f" *V; & —
To Dr, Stewart Subject: e L »,-/
From NLY'. Edd){:u__‘ o e B - N o
A 28495

Lo

Referring to our telephone versation nlease read end
-comment upon the atiteched letter end enclosures from Goverror

Strong. Ilesse return the file todey, in order thet it may
be presented at an kxecutive Committee meetixng to be held to-

morrow morning,. N

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



i

Reproduced from the Unclassified / Declassified Holdings of the National Archives

CoPY

FEDERAL RESERVE BANK e r"g,l
i g’

of NEW YORK

July 18, 1924.

My dear Govermor Crissinger: Gobdad

With this I am enclosing to you a draft of the mimtes of the meeting
of the open market inéestment committee which was held in the Federal Reserve
Bank of Boston on July 16. Of course, the mimites have not yet been approved
by the members of the committee, and if there are any material changes a re-
vised copy will be sent to you.

Accompanying this is a copy of a letter which 1s being addressed to
all the Federal Reserve Banks in order to give effect to the action taken by
the committee, and from which I believe‘the Board will be fully advised of
all action taken at the meeting.

I would appreciate an expression of the views of the Board as to
peragraph 6 of the letter addressed to the Federal Reserve Banks. Of course,
the proposal is & purely tentative one based upon conditlons as they are now,
and the views of the members of the committee may change before the time comes
to take definite action.

I beg to remain,

Yours very truly,

M %Z/ 3 33 “j -2 Benj. Strong,
Governor. -

Honorable D. R. Crissinger,
Governor, Federsl Reserve Board,
Washington, D. C..

BS.MM

e /A
enc. ' '

R, At 29/54><£3._.

ttpy/lfrasgr.stlquisfad.okg
ederal Reserve Bank of
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July 16, 1924.

Dear i, Matteson:

I sckngwledge receipt of d%&

Mﬂam:&t, eddresse rnor
ssinger, enolosing sschedule which you

stste has been spproved by all members of
the Open Merket Investment Committee, show-
ing the revised ratio of perticipation of Syatem
purchases of (overnment securities and benkers
acceptances which sre to be spplied on 21l pur-
chenes during the month of July.

oo Yery truly yours,

irned) Walter I, Bddy

Walter L. Eddy »
Seoretary.

; Mr. W. B, Matteson, Secretary,
| @en Market Investment Committee,
o/o Federel Reserve Bank,
New York, N.Y.
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FEDERAL RESERVE BANK =

oF New York

July 15, 1924.

I am attaching herewith a schedule, which has been ap-
proved by all the members of the Opén ¥arket Investment Committee
for the Federal Reserve System, showing the revised ratio of par-
ticipation of System purchases of Government securities and
bankers acceptances based on the amount of estimated deficiencies
of earnings for the year as shown by the figures furnished as of
the close of business June 30, 1924.

These ratios are to apply on all purchases made during

sl

the month of July.

ectfully,

e Be Matteson
Secretary, Open Market
Investment Committee

Encl.

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.



REVISED PERCENTAGE OF PARTICIPATION OF FEDERAL RESERVE BANKS IN THE SYSTEM PURCHASES OF
GOVERNMENT SECURITIES AND BANKERS ACCEPTANCES BASED ON THE EARNING
REQUIREMENTS AS REPORTED TO COMMITTEE ON JUNE 30, 1924

Estimated Gross Barn-

ings July 1/24-Dee.31/24
Brsed on Warning Assets
Held June 30 Remaining

Net Earning Less
Current Expenses
Paid and Accrued

and Dividends

Total Net Earnings
Jan,1/24-June 30/24
and Gross Earnings
July 1/24-Dec. 31/24

Estimeted Expenses
July 1/24-Dec.31/24
Ineluding Dividends
Estimated Charge-

Amount of Earnings Revised Ratio
Over or Short of of

Estimated Recuire- Participation
ments for Year

Digitized for FRASER
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Jan.1/24-June 30/24 Unchanged offs, Etc. 1924
Boston $ 71,312 3 '944,672 31,015,984 31,441,621 § 425,637~ 5
Ne  ork x500,891 3, 518, 000 3,017,109 6,125,000 3,107, 891~ 2{37%
Philadelphia 266,022 1,026,000 1,292,022 1,495,000 202,976~ ! 25 '
Cleveland 261,400 1,258,500 1,519, 900 2,507,000 987, 100~ 12%
Richmond 368,530 1,152,500 1,521,030 1,180,000 341,030+ 0
Atlanta 463,200 692,960 1,156,160 1,185,807 29,647~ s
Chicago 195,115 1,956,087 2,151,202 3,175,215 1,024,013~ 12%
5t louis 73,072 636,179 709, 251 1,188,000 478,749- 6%
hi...cepolis 108,000 828,000 936,000 1,153,000 217,000~ 34
Ke s City 84,300 1,067,000 1,151,300 1,538,000 386, T00- 5k
Dallas 430,178 875,148 1,305,326 1,817,220 511,894~ 6%
San Franeisco 85,000 1,504,000 1,589,000 2,544,000 955,000 1%
$1,905,238 $15,459,046 $17,364,284 - $25,349,863 $8,326,609- 100%
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Fo*m Np. 131, \
FEDERAL RESERVE

Office Correspc. ‘'si :e = = e ily 32, 1026
To ‘ Dre Miller Subject:_...,.h,,_-w- - ;“{ b :S' ‘—{ -"”‘

4

From____;;;:,agddy, e S .
el iR .
For your infoggg;{;}oﬁn‘:‘( Please return to Secretary's Office

A e

for acknowledgment.

t /H
{
E ;

R,
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FEDERAL RESERVE BANK

"’ﬁéuuls

oF New York

July 11, 1924.

Federal Reservs Board,
Washington, D. C.
Gentlemens ‘ P ;;w gy
Enclosed please find cggzwgf>lqtter(§;itten to-day by
Governor Strong, Chairman, to the other members of the Open Market
Investment Committee for the Federal Reserve System, also copy of

, Atk T[S 3 ¥
schedule of reviged ratios of participation of System purchases of

Government securities and bankers acceptances based on earning re-
quirements as reported to the Committee as of the close of busi-
ness June 30, 1924,

Upon receipt of the approval of the new ratios by the
other members of the Committee they will be put into effect with
advice to all Federal reserve banks and to the Federal Reserve
Board.

truly yours,

Vo B. Matteson
Secretary, Open lizrket
Investment Commitiece

Fnels. (2)
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July 11, 1924.

kr. W. ?. G. Harding,
Governor, Federal Reserve Bank of Boston,
Boston, Mags.
Dear Governor Harding:
You will recall that under the new plan of apportionment of Govern-

i ment securities and bankers acceptances purchased by the System, adopted at

the meeting of the Open Market Investment Committee held in Washington on

May 29, 1924, it was voted that the apportionment enould be based on the

e ———

{ earning requirements for the balance of the current yeur, such ratio to be
; e e ' ———"
; revised monihly as changes in earning assets occur.

§ It is understood that the ratios of participation in effect up to
the time the System purchases amounted to $250,000,000. will remain constant
as applied to that amount and that the ratios effective during the month of
June &8 submitted to you in my letter of June 10 will pertain to all securi-
ties purchased up to June 30, 1924 in excess of the $250,000,000. namely,
$112,831,100.

I am enclosing & statement showing the revised ratios of partici-
petion bssed on the amount of the estimated deficiency of eurnings for the

year as shown by the figuree furnished at the close of business June 20, 1924.

These rstios will apply on the increased purchases over the $362,8%1,100. held
at the close of businees June 30, 1924.

Will you please wire me whether this meets your approval in order
that we may advise the other federal reserve banks and mske the necessary ad-
Jjustments «s soon ag possible.

Very truly yours,
(Signed) Benj. Strong

Chairman, Open uarket
Investment Committee
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FEDERAL RESERVE BANK ﬁ? 31 3 \ 7

oF New York S i .,.,---f,; 4

July 9, 1924.

Dear Governor Crissinger:

Thank you for z,gm‘,af_!h!ly,&) As suggested in your

letter, I have sent notice to the members of the Open Market Invest-

ment Committee suggesting = meeting for the 25th of July to be held

in Chioago, and as soon as replies are received will advise you — =

whether it will be possible to have a quorum.

Yours very truly,

4 7 / /ﬁ/
S R

/{"/" i )'/4, e
Benj. Strong,
Governor.

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

BS.MM

/
lapry feled 3233 |
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FEDERAL RESERVE

Iffice Correspc_.de.ace ™ ==

. " S
To Mr. Smeed. . - Subject:__ o L e ey & /

From__  Mr. Zddy B T .q/ —
~ %o/w " Y3/
Please note the attachediland return to this office
today.

:
;
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July 3, 1924

Dear Governor Strongt

I acknowledge reveipt of and thank you
for your persongl note of the S0th witinof which
I have brought to the attention of thée othor men~
bers of the Boards Ve think here that it would
be a good idea for you to hold a meeting of the
Open Market Investmont Committee in Chicago some
time during July, on a date to be determined by
you and Governor McDougal. When a definite date
has been fixed, will you not plemse advise the
Board?

Very truly yours,

Lo wrer
Ly gL Lrisats
. :i/ 13

s

Governor.,.

tr., “enj. Strong, Governor,
Federal Reserve Bank,
New York, N. Y.

| .
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FEDERAL RESERVE BANK o \

oF NEw York

J[/‘ J"\gl
kd . i
PERSONAL June &, 1924.

Lo

Dear Governor Crissinger:
As I think I explained to you verbally, Mr. Matteson's wife was struck by
an automobile, and his necessary absence from the office in connection with her

rocident and the fact that he wae very mgch upset about it ig really the cause of

. e h ! ' as A - £
_ SN LP*Y, a7 2
the delay in sending forward the reports which accompeny this letter. $23.-

The action of the committee covered in Vote (2) ocertainly seemed to give
sufficient authority for the preparation of. a new plan which would in a measure
take a.ccoﬁnt of the earnings position of the respective Reserve Banks as a result
of the first five months operation this year. I interpreted the action of the
committee as justifying such a procedure, but not 28 Justifying any rétroaotive

reapportionment of the original purchase of $250,000,000 of government securities.

You will observe by the recerd that the table of reapportionment, of
which copy is enclosed, was submitted to =11 Reserve Banks and the division of
purchages in excess of $250,000,000 was not made until after its approval by
all%he banks. It resulted, 2s you will observe, in the exclusion of Philadelphia,
Richmond and Atlanta from participation at all, very much reduced some of the
other allotments, and incressed the New York participation from 29 to 51 per cent, ‘
All of this may not be exactly in accordance with the understanding expressed in >< 7

your letter of June 25,/ and for that reason I am calling it especially to your

attention.
Requests have already gone out for revised estimates as of June 30, and

in accordance with the committee's minute, which is as expressed in your lstter, ‘

f
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FEDERAL RESERVE BANK OF NEW YORK __ & ___ Governor Crissinger June 30, 1924.

¥e are proposing to submit & new schedulg of spportionment after those figures are
in hand.

I now have a letter from Governor MecDougal advising that as the weekly
meetings of their éxecutivé committee are held on Fridays and the monthly board
meeting is held on the fourth Friday of each month, he hopes that the next meeting
of the open market committee can be held in Chicago to coincide with one of their
regular meetings so that their directors, or at leas the members of their executive
comnittee, may be able to meet with the open market committee. He reiterates the

statement which he made in Washington that he believes the Federal Reserve Banks

should purchase a & ambunt of long-time government securities. In view

—

of your letter and his, I was proposing to call a mesting of the committee to be

l held in Chicago sometime next month (July), when he might expect a satisfactory
attendance by his directors. Possibly the 25th of July will be thL best date

as that is the date of his directors meeting.

I beg to remain,

Yours very truly ;

Ben j. Strong,
Governor.

Honorable D. R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

BS.MM
enc.
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Net Egarnings Less
Current Expenses
Paid and Aecrued

and Dividends

Jan. 1/24-Nay 31/24

REQUIREMENTS AS REPORTED TO COMMITTEE ON JUNE 6, 1924

NEW PERCENTAGE OF PARTICIFATION OF FEDERAL RESERVE BANKS IN THE SYSTEM PURCHASES OF
GOVERNMENT SECURITIES AND BANKERS ACCHEPTANCES BASED ON THE EARNING

Estimated Gross Barn-
ings June 1/24-Dec.31/24
Based on Earning Agsets

Held May 31 Remaining

Unchang ed

Total Net Earnings
Jan,1/24~kay 31/24
and Gross Earnings
June 1/24-Dec. 31/24

Estimated Expenses

June 1/24-Dec,31/24

Including Dividends
Estimated Charge-

Amount of Earnings
Over or Short -
of Estimated Re-
quirements fcr

$ 87,500
X380,150
270,245
255,500
315,790
444,370
153,130
96,100
64,390
53,080
341,000

93,000

%1,188, 900
3,896,000
1,624,000
2,090,000
1,455,000
1,267,600
2,776,650
1,065,000
1,020,000
1,355,150
1,044,000

2,077,000

offs, Bte. Year 1924

31,276,400 31,672,000 $ 395,600~
3,516,000 7,004,000 3,488,000~
1,894,245 1,697,000 197,245+
2,345,500 2,820,150 474,650~
1,770,790 1,360,000 410,790+
1,711,970 1,315,410 396,560+
2,929,780 3,624,580 694, 800~
1,161,100 1,241,600 80, 500~
1,084,390 1,268,260 183, 870~
1,408,230 1,755,400 347,170~
1,385,000 1,970,000 585,000~
2,170,000 2,717,000 607,000~

$6,856,590-

XExpenses in Bxcess of Barnings Jan, 1/24wNay 31/24

New Ratio
of
Partiecipation

6%
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FEDFRAL RESERVE BOARD,
Washington, D. C.

Attention of Governor Crissinger -

Dear Sirs -

We are duly in receipt of your favor of June 26th‘|

in reference to investing in Government bonds, advising ue that

——

you regard such investment at this time as uhdesirable, but

thdzdzﬂe question has been scheduled for consideration at the

autumn conference of Federal Reserve Agente and Governors.

Very truly yours,

Federul Reserve Agent.
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Jdame 26, 1924,

Deay My, Austing

Reforring agein to your letter of June 18th,
you are advised that the Board has glven consideration
to the request made by your directors for amthority to
invest in Govermment bords & sum equal to your bank's
capital and surplus, 1n order to give the bank "assurw
ance of sufficlent ocernings to pay dividend and operat-
ing expenses and really make it very much less of a
compet itor with member banks in the money market™,.

7ithout committing itself on the cuestion of
vhether an investment in Govermment bonds by your bank
of a sum equal to your capltal and surplus would be
right in principle, the Board 1s of the opinion that
such an investment at this time woudd be undesireble.

Howavor, the question as to Pederal reserve
barks investing their capital and surplus in vhole or in
part ia Government securities has heem scheduled for
consideration at the autumm conference of Governors amd
Federal Reserve irants,

| Very truly yours,
eq-odr Y, D, Crissingol)

Governors

Mre Re Le Austin, Chairmemn,
Federal Reserve Bank,
Philedelphia, Pa,

L)

ARe a2 g/’:}a/'u?[
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June 25, 1924

Report of Committee on Discount and Open Market Policy on the
metter referred to it at the meeting on June 19th, nemely, lelter
dated June 18th{from the Chairman of the Federal Reserve Bank of
Philadelphia, requesting approvel of an investment by thet bank in
government bonds of a sum equal to the capital and surplus of the
bank; the Committee's report reading as follows:

"The Discount and Open Market Policy Committee at
its meeting on June 24th adopted the following:

"The_Committee, has given consideration to the request
made by Eﬁ% gg%%rgﬁlﬁeserve Bank in its letter of June 18th
asking for authority to invest in government bonds a sum
equal to its capital and surplus, in order to give the
bank 'assurance of sufficient earnings to pay dividend
and operating expenses and really make it very much less
of a competitor with member banks in the money market!?.

Without committing the Board on a question of principle,
the Committee is of the opinion that authority to mske such
investments as the Reserve Bank of Philadelphia asks would
at this time be undesirsble. It therefore recommends that
the authority asked for be not granted.

The Committee suggests thet the questions as to Federal
reservwe banks investing their capital and surplus in whole
or in part in government securities be scheduled for con-
sideration at the autumn conference of Governors end Federal
Reserve Agents.”

After discussion, Mr. Platt moved adoption of the
Committee's recammendation that the suthority asked for
be not granted.,

Mr. Platt's motion being put by the chair was
carried, the members voting as follows:

Mr. Platt, "aye"
Mr, Miller, "aye"
Mr. Cunninghem, "
Mr, Hamlin, "no"
Mr. James, "no"
Governor Crissinger, "not voting"

ayeﬂ

Mr, Hamlin stated that he voted "no" as he had grave
doubt as to the power of the Board to make any such ruling.

Mr. Platt stated that he voted for the recommendstion
on the theory that it is probably undesirable to make such
investments at this time, but that he thinks Congress dis- :
tinetly contempliated investments by Federal Reserve banks ;&L
in government bonds and that the time will come when it
might be advisable for the banks to buy such bonds to some
extent. '
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June 25, 1924 (Cont'd)
; Mr., Platt then moved approval of the Committee's sug-
h/ : gestion that the question of Federal Reserve banks investing

their capital and surplus in whole or in part in government
securities be scheduled for consideration at the autumn con-
ference of Governors and Federal Reserve Agents.

Carriede.
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no:mxo 131.
FEDERAL RESERVE

- Office Correspm le. ce Tew Due. o6 25, 1984 ;
: 2=
To ThePederal Reserve Board . Subject:Reguast for mtho‘igifr Jf,_
Philadelphia Padsrsl Reserve
| From__ Pisoount and Open-market Peliay Cowssittes _Bank to &Mmﬁ

m Disgount and Open-wht Policy Committes at its meeting on Jum 24th
l“;tﬂl the following:

:  The Committes has given consideration to the request made by the mu—
| delpbia Pedorsl Beserve Beuk in its letter of June 18tk é-nng for authority
$0 invest in govermment bonds a sum equal to its capital and surplus, {n order
to give the bank ™assurance of suffieient earnings to pay ﬂviml. and oxi,lratiw
sxpemses and really make it very moh less of a eompetitor with member banks in
the money markes."

Without committing the Board on s question of prinoiple, the Committee is
o of the opinion that anthnrity t0 nn.ke such investments as the Reserve Benk of

mumpm asks would at this ttmo be wdesirable. It thcroton reacmmends
that the authority asked for be|no L\} granted.

L

m Committee suggests that the question as to Federsl reserve ba.nh invest-
% ing their eapital and surplus in 'helo or in part in govermment naur:ltiu be

saheduled for sonsideraticon at the autumm cmference of governors and Pederasl (/
reserve agents. s

R e

= " EGpmd 8|
T ‘

Froddwa
JUN 25:1924
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June 26, 1924.

Dear Governor Strong:

s

b / RN / »Y
/

The PFederal Reservé/Boerd et its reeting this
morning oconsidercd m reportlbf its Committee on Discount
and Open Market Policy with reference to the hesis of
spportionment of future purcheses of (overrment. seeuri-
ties TOr the onén meriet investment sccount of the
Poderel reserve banks, me outlined in yaur Jetter to

the Bo§;g g%:!’img §th.§ Upen the recommendwwitn o THE -
ttee, the Boérd vited to epprove e plen suggested }k’ h

by you. The Board elen voted to request the Open Msrket,
Investnent Committee to consider at eech of ite meetings
the question of sn aquiteblc basis of epportionment of
Government securdty purcheses in the light of existing
oonflitions end the edtustion et each of the reserve banks,

Por your informetion, the Board slso epproved
a recommendation of its Committee that 1t would be in-
adviseble et this time to adopt the sugizestion that s
respportioiment of Government ssourity holdings of
Foderal reserve banks showing earnings for the first
8ix months of 1924 in evoess of expenses end dividend - » g
requirements be made in favor of those benks which heve \/
shown a defisit during the period.

Very truly yours,
Sicied) DL R Crissioger

D. R. Crissinger,
Governor.

M, Benj.. Strong, Chaiml!n,
Open Market Inveatment Committee,
o/o Pederal Reserve Bank,
New York, N. Y.

ALE VULt g é/ 7‘6/ 74‘[
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June 25, 1924

Report of Committee on Discount and Open Market Policy on the
matter referred to it at the meeting yesterday, namely, letter dated
June ﬁgg/from the Governor of the Federal Reserve Bank of New York,
suggesting the apportionment of government securities and bills
between the Federal Reserve banks on the basis of earnings! require=-

ments; the Committee's report reading as follows:

"The Discount and Open Market Policy Committee at its
meeting on June 24th adopted the following recommendation
to the Federal Reserve Board:

The Board has given further consideration to the basis
of apportionment of future purchases of government securities
for the open market investment account of the Federal Reserve
banks, as outlined in a letter to the Board dated June 6th
from the Chairman of the Governors! Open-market Committee.

The Board's Committee sees no present occasion for the
Board's recommending a change of this basis of apportionment,
It does, however, recommend that the Board ask the Governors'
Open-market Committee to comsider at each of its meetings
the question of an equitable basis of apportionment of
government security purchases in the light of existing con-
ditions snd the situation at each of the reserve banks.

"The Committee has slso given comsideration to the sug-
gestion that a reapportionment of government security hold-

ings of Federal reserve banks showing earnings for the first six
months of 1924 in excess of expenses snd dividend requirements
be made in favor of those banks which have shown a deficit
during the period, and it is the opinion of the Committee ;
that it would be YmwdvtSabls)at this bime to propose to the / |
Open-market Committee any such reapportionment.”

Mr. Platt moved edoption of the Committee's report.

Carried, MNr., James vobting "no".
s W g

ederal Reserve Bank of St. Louis
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Form No. 131.

Office Correspo;lde ce o
To ____The Pederal RBeserve Beard = Subject:
govermmani seouritiss um e
M Erom__mt and mkmm&nsy_th__“ _Pedaral resorve benks. R—
\ ; .

5
'}!ho Pisoount and ﬁinn Mayket Poliay Committee at 1%s meeting en June 24tk
adopted the fellowing resczmendation to the Fadaral Reserve Board:
The Comaittes has glven further oconsiderstion to $he basis of apporsionment
of future purchases of governmm$ imit:.u for the epsu-market invesiment
| ascount of the Federal reserve banks, as cutlined in a letter to the Board dated

Berrds
Jupe 6th from the Ghalrman of the Governcr's Open-markes Committes. The,Committes

eoes no presont ocossion for the Board’s reccsmending a change of this basis of
apportiomment. It doces, however, recammend that the Board ask the Governor's
Opan-marXet Committee to mim}u each of its mestings the gquestion of am
squitable basis of apportisument of goverment seourity purchases in the nghf
of existing eonditions and the situatiom at each of the reserve bazks,

The Cemmittee has also given consideration to the suggestion that e re-

sarnings for the first six months of 1984 in sxeess of expsnses and dividend
e, mads

|
\ apporsioument of govermment sseurity holdings of Pederal reserve banks showing
[ nqurmntl/s.n favor of ¥hose banks which have shown & dafipit during the

poviod, and it is the opinien of he Committee that it would be inadrisable /
5 : ~ — 4
i at this time to propose $o the Open-market Committes any such reapportienment, .

L. N,
‘ Ctsvconef Pt
: é/{gwmﬂw;?’ o

—

4 e g T —— AN

| gt & W/
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June 24, 1924

Governor Strong then discussed with the members of the Board
at some length (1) the action of the directors of his bank in voting
to pay the usual semi-ennual dividend partly from the bank's surplus;
(2) the desire of the directors of the Federal Reserve Bank of
Philadelphia to invest in government securities up to the capital
and surplus of the bank; and (3) a memorandum dated June 20th from
the Chief of the Board's Division of Bank Operations regarding the
proposed plan for reapportioning future purchases of government
securities end bills among the twelve Federal Reserve bankse

After discussion, the proposed plan was referred back
to the Board's Committee on Discount and Open Market Policy
for a formulation of prineciples upon which the Board could
base its suggestion for the reapportiomment of open market
purchases,
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L\iRESERVE BANK OF PHit®

£

925 CHESTNUT STREET 2 ﬁ

o + -
HAIRMAN OF THE BOARD AND
I(}}M FEDERAL RESERVE AGENT June 21’

FEDFRAL RESERVE BOAED,
Washington, D. C.

Dear Sirs -

w———,

;gLLan_Q£~§g§&§Q£§’ advising us of your approval of the action

o - ———

Ve beg leave to acknowledge the receipt of your

of our Board in voting to establish a minimum buying rate of

2% for bankers acceptances, for which we thank you.

- . We note what you say about our investing in U, 8.
r//;overnmenp/bonde to an amount equal to our cepital and surplus,
and will ;wait further advice from you on this matter.

Very truly yours,

CHAIRMAN.
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¥orm No. 131.

Office Corresp: wr 21 € =

FEDERAL RESERVE

l)ute ymﬁ-&,_lm‘_«,_xa y

Mr, Eddy I Subject: Allotment of Goverrment

Mr, Smead R ey .—Secmrities and bills.

- - T r—ﬁ(l?b‘
cerdbd |

We have read Governor Sirong's letter o 08,6, 1924, gwgardlng the
apportiomment to be made of a SPEY puUrdhasss of GOVYErmment securities and
bills ‘between the Federsl reserve banks and wish to make the following sugges-
tions in regard theretos

1. Inamuch as there is same doubt as to whether or not the System
a8 g whole will earn a sufficient amount during 1924 to cover current operating
expenses and dividends, it is thought that the Open Market Investment Committee
in making the allotments of securities and bills should comsider current operat-
ing expenses, dividends, and actual determined losses in excess of available
reserves as the marning requirements of each reserve bank. In case the System
fails to make sufficlent earnings this year to cover depreciation charges on
bank premises, it is thought that sich charges should be deferred until such
time as current net earnings gre sufficient to teke care of them. -

2. From figures available at the present time, it looks as if
New York, Boston and possibly St. Louls may fail to earn sufficient amounts
to cover current expenses and dividend requirements, but that the nine _other
Federal reserve ‘banks will probably earn more than is mecessary to cover 0per-
ating expenses and dividends. The Federal Reserve Banks of Atlanta, Richmond,
Dallas and Minnegolis are likely to have materially larger net earnings than
any of the other banks and could very well relinquish some of their present
holdings of open market securities gnd bilIs,

8. In view of the fact that the New York building will be completed
and occupled this year it would be particularly unforfunale 1T that bpank were
to be the only one which fagiled to make sufficient earnings to cover operating
expenses and dividends, as those inclined to criticize the System would cite
the new bullding gs the real cause of the deficit in earnings, thus drawing
considergbly more attention to the cost of that building.

4, It is therefore recamended that the Federal Heserve Banks of
Minneapolis and Dallas each sell $10,000,000 of securities to the Federal
Reserve Bank of New York; that the securities and bills held by the Federal
Reserve Banks of Richmond and Atlanta with the exception of acceptances
originating in their own districts be all sold to the Federal Reserve Bank of
New York; and that all future purchases of securities and bills by the Open
Market Investment Commit{tee beallotted te the Federal Reserve Bank of New York
except such gmounts as are necessary to replace maturing securities and bills
held by other Federal reserve hanmks. If the System is to purchase another
$150,000,000 of securities all such securities under this plan would be
a.ilotted. to New York with the result that the bank's earnings would be in-
creased materially although per haps not sufficiently to take care of all
operating expenses and divideuds.

If along apout the end of September it appears that ary of the
western or southern reserve banks are likely to have a deficit in earnings
the allotment of securities could be changed at that time,
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Form No. 131,

Office Correspond: ce ™ == Dot suce 20, 1074,

;3_ 3 3,‘— T “"/

To Mr, Smead. Subject:__ —
From Mre, Zddy. .. o S .

28496

Y do [4
from the Federsl

| Reserve Bank of New York, which is self-explanstory, and return
it to me promptly with any comments or suggestions you may have
to make as to the new plan of allocating open market purchases
of Government securities and bills,

| : Efo vt
:~ M e jrbodesbitl / Vi ad
‘;Digitized for FRASER
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June 19, 1924,

Dear l”r_. Austing

Referring to your letter of June 18%!\
I wigh to-oonfirm my telegrar t0 you of thils date
advising that tho Federal Reserve 3oard spproved
the asotion of your Direotors in voting to estsb-
l1gh & shiniwvum buying rate of 2% for bankers
asccep tances, “
The guestion of your bank's investing
| ~ in United States Government bonds an amount
' equal to youyr capital and surplus, has been re-

and you will be advised later of the %oard's
~ attitude toward the proposal. f"

/ Very truly yours, /

/

#
g

Talter L. M&y.
ceoretexry.

; l're X, L, Austin, Chairman,
Federal Reserve Bank,
Philadelphia, Pa,

29

> V4
L,e€ -
¢ @I
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Form 148

TELEGRAM

FEDERAL RESERVE BOARD 2 ~“’é‘
LEASED WIRE SERVICE -
WASHINGTON 2—D484
June 19, 1924

" g g PONART N L0
Ot N

Austin « Philadelphia
WM‘ approves sotion your direoctors in vating to
Mish ying rats of reslise for benkers acceptances.

- EDDY

|
f
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Form No. 131.

Office Correspor le. :ze

T Coms. on Discount & Open Warket Policy

{ressys. T1I1eT, Tlatt o Cunningham)

From ¥r. —Jd d'" e L

FEDERAL RESERVE
BOARD

Subject:__

Date = 19, lngio

4t the meeting of the 3Board this morning there was
referred to the Cormittee on Discount & Oyeh Tarket Yolicy,

for report at an earlsy
letter dated June 13%h

reeting of the 3oard, the atiached
from the Ci-:airrmn of tue Pedersl
i1ladelphia advising

- of the attitude of

their J»lrectors toward an investrent 'm Government bonds
of a sum equal to the capital and surplus of the banie

Eigitized for FRASER
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June 19, 1924

LEEEQL.Q&EQimlnnemlﬁhh&from the Chairman of the Federal Reserve
Bank of Philadelphia, requesting approval of the action of the directors
of that bank in voting to establish a 2% minimum purchase rate on
bankers acceptances and advising the Board of the attitude of the
directors of the bank that an investment in government bonds to an
amount equal to the capital and surplus of the bank would be right
in principle, giving assurance of sufficient earnings to pay divi-
dends and operating expenses, and reduce competition with member
banks in the money market.

Upon motion it was voted to approve for the Phila- ,\// |
; delphia bank a 2% minimum purchase rate on bankers ac- :
! ceptances.,

Mr. Hamlin then moved that the question of increased investments
in government bonds be referred to the Open Market Investment Committese
for the Federal Reserve System for report.

Mr. Hamlin's motion being put by the chair was lost,
the members voting as follows: -

Governor Crissinger, "no"
Mr. Miller, "no"
Mr. Cunningham, "no"
Mr. Hamlin, "aye"
Mr, James, "aye" ,

Mr. Hamlin then moved that the matter be referred to the Board's V//
Committee on Discount and Open Market Policy.

Carried.
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June 19, 1924

The Governor then presented the matter ordered circulated at the
meeting on June 10th, nsmely, lebter dated gungwﬁggjfrom the Governor
of the Federsl Reserve Bank of New York, with regard to the manner of
apportioning further purchases of government securities and of bills
between the Federal Reserve banks.

Upon motion the matter wes referred to the Board's
Division of Bank Operations for report. ’
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FEDERAL RESERVE BANK OF PHILADELPHIA | /f»

v
Lo : _ ‘ 925 CHESTNUT STREET

FEDERAL RESERVE AGENT ;1! W W
FEDERAL RESERVE BOARD, / VY dm«w[ e l&tz % {ﬁ 4 ‘Z’y
rad el

Washington D. C. i
netoty . AT BOARD ING

Dear Sirs - 1 VW7-<;«VV ,éUJw . JUNT19 1924@

{ e amans e e

Confirming our telegraéy we beg leave to ssy that at the meeting of
our board of directors, held today, we established the rate of discount of<:;%
for maturities of 90 dasys or less, and14%a for all mesturities beyond that.

We have been discussing the rate of discount for come time at our board

meetings, and action probably would have been tsken before this, except for the

absence of some members of the board at recent meetings.

I discussed with the Board the advisability of making & lower rate for
psper of short meturity, say 15-days. Previous to the bresking out of the ﬁar
we bad such a rate. It seemed to have answered a good purpose, and if put in
force now we think it would help the business community, add to our income with-
out bringing us into competition with our member banks, and give us a desirable
emount of paper of short maturity.

Our board also passed a resolution asking for authority to buy bankers 3
65} A bills at a rate as low as two per cent, upon which we would be glad to have your

A\
¥ action.

We have teken up again the gquestion of 1nvesting some of our funds in

e 0 MMM s e . e 3 2 OV 5L P i A i

United States Government bonds. We asked for suthority to do this over two

[r—— e

years ago, but were refused. It seems to us now with the low price of Govern-

ment notes, Certificates of Indebtedness and bankers bills, and the difficulty

of getting investments for our funds, that investment in Government bonds of

a sum equal to our capital and surplus woula be right in principle, give us

. A
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~EDERAL RESERVE BANK Or Ph..ADELPHIA

Pace No. 2 To Federal Reserve Board.

assurance of sufficient earnings to pay our dividends and operating expenses,

and really make us very much less competitors with our member banks in the :></
money market. We do not)believe any one entertains at this date the feeling
which prevailed sometime ago, that investmente in Government bonds areéé§i>de-
sirable ones for Federsl Reserve Banks.

Very truly yours,

. - = ) = = et 2 e A it o P o
T W

Chairman of the Board.

P.S. - Since writing this letter I have had your communication over the 'phone,
in reference to the rate of 4 1/2% for all maturities in excess of 90-days.
Frankly, I would say the rate for maturities beyond 90-days to eix months
was not brought up, but the six months to nine monthe rate was discussed quite
a lot, and we felt it was a bad principle to make a rate for so long time
paper the same as that for 90 days. You probably recollect that when the
nine months rate was put into effect we made it higher than our 90-day rate,
and we feel convinced that that represents the proper principle in rate making.
439 may be too high & rate for paper of maturity beyond 90 days to six months,
and 43% may be too high for six months to nine months paper compared with 3%
for 90 days.

I know our Board will be very glad to give further thought to these

rates and meke a proper adjustment of them if they are out of line.
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June 17, 1924 \"YM* S ¥
Telegram dated June 16tk from the Secretary of the Open Market

Investment Committee quotl a telegram addressed to the Governor
of each Federal Reserve Bank with regsrd to money rates snd stating
that the directors of the Federal Reserve Bank of New York at their
next meeting will probably authorize a minimum purchase rate of 2%

Jae

Noted.
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| b-11-2 %
Letﬁggwd&tad4Junele§£ from the Governor of the Federal
Reserve Bank of Thiladelphis, requesting that during his extended
leave of absence the Philadelphia bank be represented on the Open
Market Investment Committee and on the Board's Committee on
Economy end Efficiency by VMr. Williem H. Hutt, Jr., who will
be Acting Governor of the bank during Mr. Norris! absence.

June 11, 1924

Upon motion, it was voted to approve Mr. Hutt's
substitution for Governor Norris on the Committees
named.
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June 10, 1924

Letter dated June 6thf}rom the Governor of the Federal Reserve
Bank of New York, submitting for the Board's consideration a resume
of the matter discussed by him at the meeting on June 6th, namely,
the plan of the Open Market Investment Committee for apportioning
purchases of short time government securities for account of various
: Federal Reserve banks on the basis of their earnings'! requirements.

Ordered circulated and docketed for a future
meeting.
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FieTeeEN NAssAU STREET L
NEW YORK

June 6, 1924

Federal Reserve Board,
Washington, D. C.

Gentlemen:

At the last meeting of the Committee on Open Market
Investments, a resolution was passed directing me to pre-
pare a new basis to apply thereafter to the apportionment
of additional purchases of Government securities and of
bills between the reserve banks, which would be based more
nearly upon the earning requirements of the participating H
banks, as disclosed from time to time by reports to be
made to the Committee.

In order to carry out the terms of the resolution, I
have asked each reserve bank to furnish the Committee with
the following figures:

(a) The amount of its net earnings down to
June lst, after deducting all expenses -
and accrued dividends.

(b) The estimeted amount of gross earnings
which will be realized for the balance
of the year, assuming that the total of
earning assets continues at the amount
reported as of June lst.

(¢) An estimate of total expenses, and of
dividend requirements plus an estimate of
the amounts to be charged off, for the
balance of the yeear.

You will observe that these figures will enable the Com-
mittee to roughly estimate what emount, if any, of additional
earning assets will be required for this year (in excess of the
total of June 1lst) in order to enable each bank to meet all ex=-
penses, its dividend and the amount to be charged off for losse
depreciation, etce The result will be a reduction of future

<

i
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Federal Reserve Board - 2

allotments of Govermment securities and of bills to those
banks which have earned a surplus in the early part of the
year, until such time as surplus earnings are absorbed by
the expenses of the last half of the year, and a monthly
revision of allotments throughout the rest of the year will
likely result in an equalization of earnings between all re-
serve banks.

My own feeling is that those banks which, by reason of
local conditions and of earnings from their participation in
the originel purchase of $250,000,000 of Govermment securi-
ties, are able to earn their dividends and even some small
surplus, should not suffer any reduction in their participa-
tion in the original $250,000,000 purchase, and so convert a
possible surplus into s possible deficit of earnings, but
that the reallotment should be so arranged that those banks
which are capable of earning a surplus should do so, but from
now on should not take a share in new purchases. Some of the
banks, notably New York, will not, however, be able to make up
the probable deficit of earnings, even though they toock all of
the additional securities now being purchased, and I antici-
pate that the result of the policy suggested will be to have
some deficit shown at the end of the year by a few of the re-
serve banks, (possibly only by New York) but that most of them
will likely show the full amount of their requirements earned,
with none having any considerable surplus over requirementse

So far as I am aware of the view of the governors of the
different reserve banks with whom I have discussed the Com-
mittee's operations, this will prove satisfactory. It seenms
desirable, however, that the Federal Reserve Board be made a-
ware of what will result from this basis of reapportiomnment,
in order to anticipate rossible objections.

It will also possibly have the effect of reducing the
amount of franchise taxes to be paid, in case surpluses which
would otherwise be earned are, in effect, transferred to those
banks which would not otherwise earn the full amount of their
expenses and dividends,

It hardly seems necessary to reiterate that this sug-
gestion of allotments of securities purchased among the re-
serve banks should not be construed as an indication that the
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| Federal Reserve Board - 3

purchases are made simply for the purpose of earnings,
which might appear to be the case if this letter were
read alone without considering in connection with it

the motives which have led to the accumulation of short-
time Government obligations by this method. Obviously,
the fair basis of division is that which relates to
earnings rather than to reserves, capital, etc.

Very truly yours,

Benje. Stfong, Chairman,
Open Market Investment Committee.

»
I
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Net Earnings Less
Current Expenses
Paid and Accrued

" and Dividends

Jan. 1/24-NMay 31/24

NEW PERCENTAGE OF PARTICIPATION OF FEDERAL RESERVE BANKS IN THE SYSTEM PURCHASES
GOVERNMENT SECURITIES AND BANKERS ACCEPTANCES BASED ON THE EARNING

REQUIREMENTS AS REPORTED TO COMMITTEE ON JUNE 6, 1924

Estimated Gross Earn-
ings June 1/24-Dec.31/24
Based on Earning Agsets

Held May 31 Remaining

Unchang ed

Total Net Earnings
Jan.1/24-kay 31/24
and Gross Earnings
June 1/24=Dec. 31/24

Estimated Expenses
June 1/24-Dec.31/24
Including Dividends
Estimated Charge-

Amount of Earnings
Over or Short -
of Estimated Re-
quirements for

$ 87,500
X380,150
270,245
255,500
315,790
444,370
153,130
96,100
64,390
53,080
341,000

93,000

41,188,900
3,896,000
1,624,000
2,090,000
1,455,000
1,267,600
2,776,650
1,065,000
1,020,000
1,355,150
1,044,000

2,077,000

offs, Bte. Year 1924

31,276,400 $1,672,000 3 395,600~
3,516,000 7,004,000 3,488,000~
1,894,245 1,697,000 197,245+
2,345,500 2,820,150 474,650-
1,770,790 1,360,000 410,790+
1,711,970 1,315,410 396,560+
2,929,780 3,624,580 694,800~
1,161,100 1,241,600 80, 500~
1,084,390 1,268,260 183, 870~
1,408,230 1,755,400 347,170~
1,385,000 1,970,000 585,000~
2,170,000 2,717,000 607,000~
$6,856, 590~

XExpenses in Excess of Earnings Jan. 1/24«May 31/24
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June 6, 1924

At this point, Governor Strong of the Federal Reserve Bank of
New York entered the meeting and outlined to the Board the plan of
the Open Market Ipvestment Committee for apportioning additional
purchases of short time government securities for account of the
various Federal Reserve banks on the basis of the earnings of the
individual banks during the first five months of the current yesar,
and the estimated amount of earnings necessary to ensble each bank
to meet ils expenses and dividend payments. ‘

After discussion, it was suggested that Governor
Strong submit the matter in writing to the Board for its
considerstion in order that it might then be transmitted
to the Federel Reserve banks with the Board's approval.
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June 4, 1924.

Vear Governor Strong:

Receipt is acknowledged of W
g;%_‘and you are advissd that the report made therein
colinocides with the BSoard's understanding of ssction taken
at the reoent meeting of the Open Yariet Committes.
Under sush action the Committee may purchase up to
400,000,000 of ghort time Governnent obligations at
fair market prices, the additional $150,000,000 to be
qgggrtiomd on the basis of the eam irements 3&(
of the warious partisipants &s shown by estimates %
be submitted Z¥oF time to time. When the total pur-
chases by the Committse arproach 400,000,000, the
3oard should be advised in order that it may oonsider
the advisability of amother meating of the Cormittee
at whioh future polioy and practice can be disoussed.

Yery truly yours,

D. ii. Orissinger,
Governor.

¥r, Benj.Strong, Governor,
Foderal Reserve Bank,
New York, MN. Yo
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June 4, 1924

Letter deted June Srd(from the Governor of the Federal Reserve
Bank of New Yor£ reQuestlng advice as to the attitude of the Board
on action taken at the meeting of the Open Market Committee held
on Mgy 29th.

Upon motion, it was voted that Governor Strong be
advised that the action reported in his letter is in
accordance with the understanding of the Board, making
it clear that the banks are authorized to purchase
through the Committee up to $400,000 »000 of short time >K{
government obligations, and thst the Board should be
advised when that is done.
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FEDERAL RESERVE BANK

oF New York

June 3, 1924.

Dear Governor Crissinger: Lapded

While I do not understand that the Federzl Reserve Board took any action
at our committee meeting last week, I 2m now engaged as chairman of the committee
in reporting the various decisions of the committee to the other Federal Reserve
Banks, when the mirutes shall have been approved by the members of the committee,
and I should appreciecte advice as to the attitude of the Federal Reserve Board so
that each Reserve Bank may be notified.

The actions taken, you will recall, were as follows:

(1) The committee authorized the purchase of an additional $159,000,000
of short-time government obligations at fair market prices.

(2) The secretary was directed to prepare a reapportionment of the
additional purchases beyond the original $250,000,000, upon the basis of the
earning requirements of the various perticipants as shown by estimates to be sub-
mitted from time to time.

(3) The Federsl Reserve Bank of New York was authorized to make temporary
sales of short-time obligations held in its special account under repurchase
arrangements, 80 &8 to neutralize any possible disturbing effect due to large
trangactions by the Tressury on dates when the income tax pesyments are made and
when the Treasury mekes its issues of securities.

The total amount now held in the account is $526,543,300, but purchases
from now on are likely to be considerably slower. I would appreciate a line from

you on this subject.

3 ! X S
Hon. D. R. Criesinger, Benj. Jtrong, - @
Governor, Federal Reserve Bosrd, Governor.
Digitized for FRANgghington, De. Ce
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FEDERAL RESERVE BANK | -

oF New York

May 26, 1924,

To the members of the
OPEN MARKET INVESTRENT COMMITTEE,

An increase of $22,500,000 in the amount of bills held
for foreign banks has ocourred since the last meeting of the Com-
mittee on April 22, bringing the total amount so invested up to
$39,800,000, Thies increase is accounted for in de Federlandsche
Bank account., We received from that bank two further shipments
of gold of which $8,0Q0,000 was invested in bills, and from the
proceeds of the Netherlanda Govermment Loan recently sold here
we received $14,000,000 for the purchase of bills to be held in
special account for de Nederlandsche Bank,

There have been no important changes in the other ac-
counts and the usual comparative statement is attached for the
information of the Committee,

Very truly yours,

J. H, CASE,
Deputy Governor,

(Enc.)
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June 6, 1924

At this point, Governor 3trong of the Federal Reserve Bank of
New York entered the meeting and outlined to the Board the plan of
the Open Market Investment Committee for apportioning additional
purchases of short time government securities for account of the
various Federal Reserve banks on the basis of the earnings of the
individual banks during the first five months of the current year,
and the estimated amount of earnings necessary to enable each bank
to meet its expenses and dividend payments.

After discussion, it was suggested that Governor
Strong submit the matter in writing to the Board for its
consideration in order thet it might then be transmitted
to the Federsl Reserve banks with the Board's approval,
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ra June 4, 1924,

i

Dear Governor 3trong:

Receipt is acknowledged of m}ﬁjg_o_f_gm
5% ‘and you are advised that the report made therein
coinsides with the Board's understanding of agtion texen
at the recent meeting of the Open Yaricat OCommittes.
Under sush action the Committee may nurchase uwp to
3400,000,000 of short time Governdent obligations at
fair market prices, the additional ¥130,000,000 to be
‘%I?_e_ﬂ_&md on the met- 31(
of the various particiipa $ shown by estimates £
be submitted from time to time. When the total pur~
chases by the Cemmittee arproach M00,000,000, the
Board should be advised in order that it may oonsider
the advisahility of smother meeting of the Committee
at whioh future policy and preotice oan be discussed.

Yory truly yours,

f»l‘z’i",ey'
) -

De Re Orissinger,
Governor.

¥r, Benj.Strong, Governor,
Pederal Reserve Bank,
Tew Yoxk, N Yo

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



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

Reproduced from the Unclassified / Declassified Holdings of the National Archives

June 4, 1924

Letter dated JgneHS;d(from the Governor of the Federal Reserve
Bank of New York, requesting advice as to the attitude of the Board
on action taken at the meeting of the Open Market Committee held
on May 29th.

Upon motion, it was voted thet Governor Strong be
advised that the action reported in his letter is in
accordence with the understanding of the Board, making
it clear that the banks are authorized to purchase
through the Committee up to $400,000,000 of short time >K{
government obligations, and thet the Board should be
advised when that is done.

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

ofF New York

Dear Governor Crissinger: y/

¥hile I do not understand that the Federal Reserve Bosrd took any action

June 3, 1924.

at our committee meeting last week, I am now engaged as chairman of the committee
in reporting the various decisions of the committee to the other Federal Regerve

Banks, when the minutes shall have been approved by the members of the committee,
and I should appreciate advice as to the attitude of the Federal Reserve Board so
that each Reserve Bank may be notified.

The actions taken, you will recall, were as follows:

(1) The committee authorized the purchase of an additional $150,000,000
of short-time govermment obligations at fair market prices.

(2) The secretary was directed to prepare a reapportionment of the
additional purchasee beyond the original $250,000,000, upon the basis of the
earning requirements of the various participants as shown by estimates to be sub- j
mitted from time to time. '

(3) The Federal Reserve Bank of New fork was authorized to make temporary
sales of short-time obligations held in its special acoount under repurchase

arrangements, 80 a8 to neutralize any possible disturbing effect due to large |
transactions by the Trewury on dates when the income tax peyments are made and
when the Treasury makes its issuee of securities.

The total amount now held in the account is $326,583,500, but purchases

from now on are likely to be congiderably slower. I would appreciate a line from
Yours very truly, J%@ W

Hen. D. R Crissinger, 71{/51 Nﬁf*%
w. - - &8 Bg&r, ’ m - rﬁng,

you on this subject.

Governor, Federal Reserve Board, Governor.
Digitized for FRANSshingten, De Ca i
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FEDERAL RESERVE BANK i -, f [ "

oF New York

May 28, 1924,

To the members of the
OPEN MARKET INVESTIENT CORMITTEE,

An increase of $22,500,000 in the amount of bills held
for foreign banks has ococurred since the last meeting of the Com-
mittee on April 22, bringing the total amount so invested up to
$39,800,000, This increase is accounted for in de (Nederlandsche
Bank account, We received from that bank two further shipments
of gold of which $8,000,000 was invested in bills, and from the
proceeds of the Netherlands Govermment Loan recently sold here
we received $14,000,000 for the purchase of bills to be held in
special account for de Nederlandsche Bank,

There have been no important changes in the other ac-
counts and the usual comparative statement is attached for the
information of the Committee,

Very truly yours,

J. H, CASE,
Deputy Governor,

(Enc,)
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REPORT TC_OPEN MARVET INVESTMENT CCITTTTEE.

BANKERS ACUErTACES.

De Nederlandsche De Javacscho Swiss Motl,

My 20, 1924,

Bank of Japan Bank Bank Benk Bank of Encland Bank of France Totals
Close of Buainess -
On Hand 4/19/24 $ 2,518,642.39 ¢ 5,796,310.31 $ 5,933,353.11- ¢ 1,981,013.33 & 492,709.15 ®  548,410.69 ¢ 17,270,438.98
1,676,088.53 23,339,583.15. 3,661,504 .40- 1,138,566.56 -Q- -0= 29,815,742.64
Matured or dis-
counted 1,677,904.51 943,428.25: 3,608,950.47- 991,937.80: -0- ~0- 7,222,221.03
On Hand 5/27/24 2,516,826.41 28,192,465.21 5,985,907 .04 2,127,642.09 492,709.15 548,410.69 39,863,960.59 -
e e ] ——— oo - S ——— e ——
EARMARKED GOLD
Swiss National Bank
Close of Business
On Hand 4/19/24 $4,751,122.50
On Hand 5/27/24 4,416,737.50°
- - - - _ -]
SREE BALANCES .
Bk. of Bk. of Natl. Bk.
Bk. of Japan Nederlandsche Bk. Javasche Bk. Swiss N,B. Bankovni Englend France of Belgium Totals
Close 4/19/24 $ 499,680.99 $ 229,966.42 $ 251,113.35 $139,288.12 $101,171.12-8300.52 8433.44- § 3,666.64 $1,225,620.60 °
Close 5/27/24 504,365.64 - 252,582.83- 250,181.66 <  4,866.88° 101,171.12. 300.52° 433.44- 3,666.64 1,117,568.73 .
TOTAL COMYISSIONS EARNED
From 4/19/24 %o 5/27/24 iaclusive.
De Nederlundsche Bank Bank of Japan Javasche Bank Bank of Enoland Bank of France Swiss N,B. Totals
$10,312.96 " $ 867.35 - $1,867.11- «0 = -0 - $554.48 + $13,601.90-

. Bankers Acceptances
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May 26, 1924.

Mr. Walter L. Eddy, Secretary,
Federal Reserve Board,
Washington, D. C.

My dear Mr. Eddy:

I am in receipt of your letter of

rr—

the gggg.w;g§jp§n§“,‘;\containing information in relation

to the meeting of the Open Market Investment meeting,
called for Thursday, May 29th.
Thanking you, I am

Very truly yours,

(N -
Goverrl;g;.i“‘ﬁ/”")

i
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May 23, 1924.

Dear Governor MoDougal:

| Referring to our telephone conversstion this morning, I

| em quoting below from the recomnendations of the Federsl Ad-

’ visory Council, mede following the Council meeting of May 13,
1924:

"With regerd to open merket operstions Council re-
iterates the view expressed on prévious ocoasions thst
the Federel Reserve banks should not meke investments
for the sole purpose of increesing their eernings and
eerning dividends. Un the other hend, the Council is >x<
‘ of the opinion thet it is desirsble for the Federal Re~
| serve System in normel times to be possessed of & suffi-
| cientr volune of investments (totel eerning ‘assets) so es
to be sble to steady the market in oese thet should be
necessery. The Council finds it extremely difficult to :K/
Iay down any definite rule ss to what the normsl figure
qg,inxagggggé;hshould be because nsturelly it would 7*
chenge from e to time In sccordance with the economic
and financlal cocnditions which preveil in given cirocum~
stences. Under present conditions, it would seem thet
it would not be out of line for the System to seek to R
preserve en eggregete investment of substantislly its
present volume with a tendency somewhet to incoreese these
investments if this cen be done withont unduly sffecting .7(

the merket. The Council makes these suggestions with &
greet deel of reluctence es it feels thet sn authorite-
tive opinion oen only be given by those sctively in cherge
of operstions,"

Very truly yours,

(Signed) Walter T, Eddy

} ,

E Welter L. Eddy,

: Mr, J. B. MeDougel, Governor, Secretery.
Pedersl Reserve Benk,

; cchloago, I1l.

: -~
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FEDERAL RESERVE BANK

oF NEw York

IN REPLY PLEASE REFER
To )

February 27, 1924.

Dear Governor Crissinger:

Thank you for ym_ng}_gg_l"_eb-ruary 2]4.,)}in regard to
handling of speciel orders in open market purchases. Since I wrote

you, Governor Mckinney has been here and we feel that the matter is
ad justed to everybody's satisfaction. We have not only filled up
his requirements for the present, but for all masturities during this
month.

Yours very truly,

e,

Benj. Strong,
Governor.

gonorable D.R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

BS.MN

-
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Februsry 21, 1924,

| Dear Governor HStronc:

bheean recelve

Your
md broug

Pebruary 18 sﬁl
to the attention of

the Joaxrd, whioh 1s of the oninion that the
; mannrer in whioh special orders for open rmarket
| purchases from the Federal Reserve 3ank of
| Tallas have bean handlsd by the Governors'

committee it satisfactory. The Boerd sees no

ocsoasion for a departure from the understand.
ing reschad at the yecent oonfersncs of the

¢

Digitized for FRASER
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E Open Yarket Poligy Cormittee of the Pederal
E Heserve bhanks with the Federal Reserve Board,

Very truly yours,

OIS . Ko Grissingen

De He Crissinger,
Governor.

Yr, Benjamin Strong, Governor,

Pederal Reserve 3Bank,

Yow

York, ¥e Yo

Eduit o d

7’/ )’7/ 1Y
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Form No.131.
FEDERAL RESERVE

Office Correspoi.le ce == ate b 20, 1924.

B Subject:_ _ 2% & f"_é‘i/_ .

FromCome on Open liarket & Discount Policy.

To _Federal Reserve Board

-1 F-3F

J The Committee, to whom was referred the atiached
letter/from the Governor of the Pederzl Reserve Bank of Hew
York, begs leave to report that the manner in vhich special
orders for open market purchaseg from the Pederal Reserve Bank
of Dallas have been handled by %E‘émnittee is satisfactory,
and Mr. Strong should be advised that the Board sees no occa-
sion Tor a departure from the understanding reached at recent
conference of the Open llarket Policy Committee of the Federal
Reserve Banks with the PFederal Reserve Board.

%
btloernenee Sy

FEn 20 1924
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February 19, 1924 Z /"/(i & y

Letter dghgduﬁghxggxxh;§§£>from the Gowvernor of the Federsal
Reserve Bank of New York with regard to the execution by the Open
Market Investment Committee of special orders received from Federal
Reserve banks.

Referred to the Committee on Discount and Open
Market Policy.

February 20, 1924

Report of Committee on Discount and Open Market Policy on Matter
referred tc it st the meeting on February 19th, namely, letter dated
Februery 18th from the Governor of the Federal Reserve Bank of YNew
York with regsrd to the execution by the Open Market Investment
Committee of special orders received from Federal Reserve banks,
particularly the Federal Reserve Bank of Dalles; the Committee
reporting that the manner in which special orders for open market
purchases from the Federal Reserve Bank of Dallas have been handled
by the Governors' Comnmittee is satisfactory and that Governor
Strong be advised that the Board sees no occasion for & departure
from the understanding reached at the recent conference of the COpen
Market Policy Committee of the Federal Reserve banks with the Federal
Reserve Board.

Approved.

Federal Reserve Bank of St. Louis
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Forn. No. 131.
FEDERAL, RESERVE

Office Correspo. le ce ™= e b . 19, 1924,

Committee on Discount & Open Market Foliey, - Té % /g,
To Eﬁeggzs, Miller, Platt &—&znninghe.ﬁb]ect:-—”--~»—“-" e 15_‘“"*" ¥ !

From Mr, Bddy

4t the meeting this morning, there was referred to the Committze o
Discount and Opem Market Policy the attached letter dated Jobruary 18thE§
from the Governor of the Federal Rgserve Bank of New York with regar

the" éxecution by the Open Market Investment Committee of special orders
received from Federal Reserve banks. ’

1Rk /M«‘:«&wub VW/ W

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

FEDERAL RESERVE BANK

oF New York

IN REPLY PLEASE REFER
TO

February 18, 1924.

Dear Governor Crissinger:

After going over the Investment Committee's minutes and operations with
Mr. Case, I feel quite satisfied that there will be little difficulty in handling
the Dallas maturities for reinvestment in such a way as will conform to the action
teken by the committee when it met in Washington the week before last. Possibly
when a similar situation arises in the future, you will feel willing to give con-
sideration to the position of the committee in respect to these special orderg -
$10,000,000 in the case of Dellas - which we fear will have the effect of impair-
ing the harmonious operation of the policy if other cases of that sor£ develop. :><:

The particular point that we have to watch with great care, of course, )(

—————

is always the interest of the Treasury. Every order that we get from Reserve

Banks, including the execution of orders by the committee, is subordinated to all
orders and transactions conducted for the Tressury. No possibility of conflict
in our transactions can arise with the Treasury on that account. ¥hen one
Regerve Bank, however, which is pesrticipating in the general purchase puts in a
special order for the same securities, some one must at once decidevrhethér that
bank is to have the right away - so to spesk - in sllotments, or whether purchases

are to be made for the committee, or whether they are to be divided, etc., etc.

P

R WMER o )'//;,(ﬁ
Digitized for FRASER @ e -+ i
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FEDERAL RESERVE BANK OF NEW YOR L February 18, 1924.

We don't feel willing here to take the responsibility for any departure from the
committee's procedure; in fact, if special orderé are to be executed in thet way,
the whole purpose of the committee's organization falls to the ground.

.We have transferred $5;000,000 of bills to Dallas. We have other
transfers in prospect, and we believe that by this method and by special transfers
of allotments, such as were provided for at the last Washington meeting, we will
cover the requirements at Dallas without it being necessary for them to proceed
with any special purchases.

We hope all of this is in accordance with your own views.

Yours very truly,

Benj. Strong,
Governor.

Honorable D, R. Crissinger,
Governor, Federal Reserve Board,
Washington, D. C.

BS.MM

Digitized for FRASER
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Tebruaxy 5, 1924

The Goverzor annocunesd that the next meeting of the Opem
Meret Investmsnt Commi ttes for the Federal Reserve Systea would
be held I Weshington on Fridey, Tebruary Bth.
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| Wl
A
; ~ Denr Governor Styong: ‘
| On behalf of Govarnor frissinger,

1 soknowledpe reseipt of $ter to him

) adviaing ths appor

axong the twalve Federnl Resorve banks of the
; shortetern Governmant securities which bave
; been scquired for the System's gpecial invest-
E ment scoomnt under the poliocy agreed upon at
| a reoent moeiing of the Doards This letter
- will be brought to the attention of the
| nabers of the Soard.
E
E Voary traly yours,
& (Figned) Walter 1, Bady
]
' Waltor L. m,
Mr, Bmjs Strong, Chairmmn,
, Open Maxiet Livesimant Committes,
| C/o Pedersl Neserve Bunk,
Y

gred
ﬁ%
-
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Exeeuti
Da?:ff}?_’f zFOlder FEDERAL RESERVE BANK 337 «'f*/

A A oF NEw YORK

January 4, 1924.

Dear Governor Crissinger: 3 4

In line with the policy recently ugreed upon at a meeting between the
Federal Reserve Board and the Open Market Investment Committee, the following short-
term Government securities have been acquired for the System's special investment
account:

Treasury certificates of indebtedness due 1924 §$ 9,346,000.

" notes due 1924-25 9,237,000.

Totsal $18,583,000.
This investment has been apportioned among all twelve of the Federal

reserve banks, in the percentsges ugreed upon, as follows:

Federal Reserve Bank of Percentage Par Value of Apportionment

Boston 8.4% $ 1,560,900.

New York 27. % £,017,500.

Philadelphia 8.1% 1,605,200.

Cleveland 9.7% 1,802,5C0. :
Richmond 4.1% 761,700. ‘
Atlantea 4.8% 891,900.

Chicago 16.3% 3,029,100. p

38t. Louis 3.5% 650,300.

Minneapolis 2.7% 501,900.

Kansas City 3.4% 632,000.

Dallas 2.9% 5%8,900.

San Francisco 9.1% 1,691,100,

$ 18,583,000.

Very truly yours,

Benj. Stropg,
Chairmean, Open Market Investment
Committee for the Federal Reserve System

Honorable D. R. Crissinger,
" Governor, Federal Reserve Board,
%ashington, D. C.

N\
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FEDERAL RESERVE BANK ,! 2
QZME. w’
oF NEw YoRrK -~ ,*[ I

January 3, 1924.

Mr. E. L. Smead, Chief
Division of Bank Operations
Federal Reserve Board
Washington, D. C.

Dear Mr. Smead: ; ,ﬁ}*a, y Eiﬁmwg, o -

In accordance with our conversation of last night, I am
enclosing herewith a copy of a letteﬁ sent to each Governor outlining
the method of operation in connection with the handling of the special
investments. #fter this letter went out it was decided to separate the
two classes of investments, namely Certificates of Indebtedness and
Treasury Notes, and to carry them in two accounts as follows:

Special Investment U. S. Certificates of Indebtedness
Special Investment U. S. Treasury Notes

This will obviate the necessity of the procedure outlined in paragraph #4
in connection with the transmitting of these figures te the other banks
for press statement purposes. In other respects it is my understanding
that the plan is being followed as outlined.

As you know, the actual distribution of the amounts already
purchased was made yesterday, the percentage of participation of each bank
being as follows:

Boston esscseseve 804
New York ...vee.27.
Philadelphia ... 8.1
Cleveland ,..... 9.7
Richmond ..cce.. 4.1
Atlenta .eeeeee. 4.8
Chiceg0 ceeveeesl1B.3
Sto LOuiB seeecse 5.5
Minneapolis .... 2.7
Kansas City .... 3.4
Dallas cevececees 249
SB.D Fr&DCiSOOQQQ 901
100.

I talked with Mr. Higgins and it is my understanding that
he will see that there is reported on ferm 34 for this bank the maturity
data for the total investment for the system, inasmuch as this information
will not be available to the other reserve banks.

Very truly yours,

L. R. Rounds

&





