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August 15, 1942,

Mr. ¥W. W, P.ddook' m.’.d‘ﬂt.
Federal Resssrve Bank of Boston,
Boston, Massashusstts.

Dear Mr. Peddoek!

Ths weekly report of “Open Bill Market Oonditions
and Operatione® which you sand us eash week has, as you
know, beoome less and less significant with the dwindling
of transasctions. In thie emergency, when unnecessary reporte
and peper work should be cut to & minimum, we euggest dis-
oontinuing shis report. You might, however, kesp in genersl
touwsh with the one dealer reporting to you so that {f there
should be a eignifiosnt revival in the volume of transeetions
theee reports sould be renswed.

Yery truly yours,

X, A. Joldenweiser,
Pirector of Reessarch and Statistios.

A8

RIR:ecg

o\
o

f FILE COPY

iigitized for FRASER

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



—_— -

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

Y August 15, 1942.

Mr. Goldenweiser:

It appears that the weekly reports from
acceptance dealérs in New York and Boston have
been collected for a number of years, but as this
market has fallen into disuse the report from
Boston has come to be more and more meaningless.
During the y ear 1942 so far there have been only
six dates in which there have been any transactions
to report.

We might even consider discontinuing the New
York report although in this case there is a regular
though small volume of transactions. The market,
however, is without much significance and these
reports probably could be dispensed with. There
is attached a draft letter by which the Boston
report can be discontinued an desired a similar
letter could be sent to New York.

"S/, Sty —
R.I.R.

Attachment
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Dm praetioe of bigrii] Mity tm- ond short-*tem lirinMrt
seourities from teles and dealera wltr repurohaae agrimmirt mas adopt-
edtermm of tIM r«dml X » Mm luki, notably BemTork, at t very
etrh period* Frmn the eerrespendoaee i1t oppoaro that this praetioe
mo for tho purpeae of developing tho bill and United Statee OoTornneat
loourity mrkotc and at tho saas tima as regarda bills waa looked upon
ao being mare ©oarenimt to the Heserro Bonks thsn would be the diaeo«t
of tho bills to maturity. N

On Maroh 19, 1925 the Board adopted the foHouiag reeelwfcieui

"The Federal Bsssrvo Board reaffirms
provions deeisions authorising the prao-
tioe, long Centinued, of purehaa® end solo
in the opsn mrket of borers* aoeoptanees
end fhsiai meant aeeuritiea, by Federal re-
serve bonks fro* end to honks end qualified
dealers, under 15-day Tepurohaae ar;ro«Marts*,
it being vndorstood that sush transaction*
mhall bo opsn, under similar foots and Con-
ditisms, to all federal reeerve banka with
relation to benks end similarly qualified
dealers in their respeetiro distriots"

In Beptsober 1926 on analysis of sshednlec reoeired from the

Federal Beeerve V 1I' eereriag United States Oorernaeat seeurities teksn
uader repurehaee agresaamt indieotod that euteh troaeaetiona were eonfinod
to iisrShssos from dealers eaeept in the ease of tm of the Mailer Federal
Beeerve BMks, eeeh of whioh wao purahealng soeorities from na*er banks
ina Mil TolmM. It is possible that the feet that mmber beak eollat-
oral promissory notes seemred by eovosmmnst obligations were eligible as
eollatoral oeeurity for Federal Beeerve notes, whereat Oeveramsnt seeur-
ities eonld not bo so need, nay have had something to do with the praotioo
of tonflnlng repurahaM agreemamts to tranaaetiona *ith dealers. In this
oomaootiem 1t may bo stated that the rate eharged on reparehaso agreomamto
mas eomnmaly, though mat invariably, the aama aa tha dieoomrt rato# &

Regulation M, effeetiro August 10, 1933. prohibited tho Fedsral
Beeerve from purshesling or aelling ®vOramoat aeourities smsopt in
aoeordonee with am epm market policy approved by the federal BeterVO
Beard and in effeet at the time, with oOrt*ta «p«oifio exoeptieaa. Fellow-
iag tho pTf*£t of tho BanklInc "ot of 1935 the Federal Opm Market O
«t|]Iss *pointed under the terao of that lot adopted a Regulation am
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19, 1936, prehidbiting the Federsl Reserve Banks frem pwehasisg
ling Government sesuritiss sweept puwrsuant te awtherity granted

Stos oF 1in aseerdsnce with the open market poliscy adepted
A ttee and in offeet at the tims. The Cemmittes alse re-
right to require the sale of any Geveramsnt sesurities thea
or reafter pwebased by an individwl Pederal Reserve Bank or
require that such sssurities be transferred ixte the System Open
o8 Acsownt. As you kmow, all Governmemt seocurities held My the _ 47
Pederal Reserve Banks were tramsfurred to the System Opem Markes - . » =" 7/iy
Ascount as of July 1, 1936. Om Nay 25, 1936 "Upen mttVien duly made and .. )
sesonded end by mmanimeus vets, tho Committee granted awthority to eseh = -~
Fedoral reserve bank to make temperary purehases of Gevernment sesuwrities < ¢ (

!

it
1

|
¢

:E
f

:

Repurshase agreements csvering United States Jevermmat seow -
1ties have been reported separately in the Federal Reserve Banks' dally
belanse sheets ameng holdings of United States Govermmsmst seeuwrities,
Memorandum items showing sush heldimgs by classes of seeurities, alse
holdings of bills taken under repurchase agreement, have alse been

boon made in the Deard's weekly statemsnt between bills and seewrities
tSaken wder repwrehase sgremmut sad bills and secwities purchased owh-
right.
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¥ay 26, 1957

¥re E» Oo Douglas

Manager, Bill Departaent
Federal Reserve Bank of Xew York

New York, New York
W ¥r. Douglas: !

Thank you for your letter ormzl,fln which was
snolosed a tasble showing the System’s purchases and
holdings of ssoeptances by maturities for statement
weoks .

We should like to suggest that the order of the two
items "Asceptances held payadle in foreign surrency” and
“Change in foreign suspenss accownt™ be reversed. It 1s
our understanding that the mimeogrephed form will have
spage for figures for ons date omnly.

Very truly yours,

Pe As Goldenwoiser
Direotor of Researoh and Statistics

LHC SN

oot
2
%7/
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oF NEw YorK

May 21, 1937

Dear Dr. Goldenweiser:

We enclose a Table giving figures on the System's pur-
chases and holdings of acceptances at the close of the statement ,
week ending May 19, as requested in your letter of that date,... Xé?

a0
o st . ok e I A5

Inasmuch as this inaugurstes & new procedure, we have
taken the liberty of making certain changes in the sample form you
sent us, As we pointed out to Mr. Edmiston, we can only enter such
items as have been purchased for System account by this bank as or-
dinarily we would not know about purchases made by other reserve
banks in their respective districts. The same is true as regards
maturing items.

We added & heading for Sale Contracts as well as one
to take care of Foreign Currency Bills, for while we understand
that you are otherwise advised of these figures, we felt that their
might be possible advantege in having all acceptance data grouped
on one page.

It is our intention to prepare & supply of mimeographed
forms upon which, for the sake of convenience, we can enter the
appropriate figures from week to week. Before preparing these forms,
however, we should appreciate your advising us whether the captions
a8 theay now sppear are satisfactory to you.

Very truly yours,

SOF s fary

E. O. Douglas,
Menager, Bill Department

Dr. E. A, Goldenweiser,

Director of Research and Statistics,
| Board of Governors of the Federal Reserve System,
| Washington, D. C.
\

;%é,m,f 7
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My 19, 1937

Nir. Be 0. Douglas, Nenager
Bi1l Department and Celleoction Department
Poderal Heserve Bank of Bew York

Now York, New York
Dear ¥r. Douglas:

In accordance with your conversation of May 19
with Mr. Edmiston, we should appreciate it if you
would send us the figures on the System's purchases
and oldings of seceptances as showm in the attached
table. We should alse like for you tc send us these
figures currently at the end of esech statement week
in the future.

Yery truly yours,

Be e Mdm.ar
Pireotor of Research and Statiskies

Enelosure = 1
HEs Sh

M
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FEDERA]L, RESERVE TRANSACTIONS IN ACCPTANCES FOR SYSTEM ACCOUNT BY MATURITIES

Week ended Maroh 24

March 81

Apre 7

ﬁgl‘o 14

Apr. 21

A)Pl‘. 28

¥ay B

Purochases of
dollar socceptances:

118 dayscoee
18«30 days«..
Sle48 days...
48~80 days.s.
81«90 daym...
91=120 day®..
121-18C days.

Totaleaeo

May 12

Matured from
portfoliceesess

Change in foreign
suspense agcount.

System's holdings
at end of period.
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1918

197 -

1918

s

er honks

32 3?6

62 452
75 641
Jept.l2- 81 290
Eov. 17~ 103 301
Pea. 27- 107 909

Kar. B~ 106 B850
Jume 30~ 157 370
Dec. 31~ 353 264

sy 10-
suUBS L~
Nows )~
Des. R~

:{:m
&85 T8

L

Ear. 4~ 481 -
June 30~ 466 § -
Fov. 17~ 565 & -

LY
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konmbe r hank
acoeptances held
by #. R, banks

m SR B S

M .g?"’

]

Pob.20~ Z19 823
Junedd- 233 6519
Jot.d1~ 271 101
Bov.50~ 347 882
Deg.31~ 405 239

v ai 5
,:' ww} ‘ 5 i(s g{ ep? b ‘ = o P :
N T
3 ARD LD BY #BDURAL RuSBRVE BARKS o 4
Fer oent ! D Per cent  Aoceptances §
of Total benkers' Total dancers' of Neld by 3
8 %04 acceptances acoeptunces held® D to U  momber banks i
outstanding by 7. &, bunrs - A
47.9 . ii ?50
4.:.5 20 599

"On & recent date”
477 300
4Annual Report,p.23

48.6
43.7
8.9

63.0  Dec.Bl-1 000 0QO

*Apr.28- 47 585
*June S0~ 71 095
*5ept.15~ 82 609
*Nov. 17~ 97 789

‘Dec. 29-1X7174977

*Bar. 2- 114 058
*June 13- 202 270
*Jec.13- 278 366

kay 10- 286 034
June 2%~ 215 048

Zov.l- 377 072
Deo.27- 308 672

272 495
313 407
587 614
A% 320
566 369

3

278 861 {cwn 74 i?‘i‘ g

1% to tosul nootplm
"\ lisbilities - .
?ﬂ % o %

g

\Jun3Q-261 238lown 90 8B4} .

56.6  B86.1 1.8

B
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1920

1921

4922

- Deg.R9~

1923

1924

1928
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pay 4- 675 8
June 30~ 675 8
Eov.15~ 647 8

D80.29~ 533 7
504 1

421.8
368 9

£Prei8e
dan.50-
Deo,31=-

Kireld-
Jun . S0~

a6 765
320 Y10
400 131

421 300
348 200
ns 300
428 200

LpPed=

e S0
Lep.ld~
z’.ﬂ.u“

Baredl~
d ity 50~
008410~
M'ﬁ-

412 200
304 609
57 0G0
497 100

+preb~ .BIT 587
sans 30- 407 816
Lept.30~ 425 387

Deo. 3i- H4A0 106

™

org/

Federal Reserve Bank of St. Louis

hpr.30- 270 800
dgReB2-78% 834
Eov.20~ 153 302
Dec.30- 169 387

Lpredl- &2 327
June 30~ 26 787
Dec.21- 110 264

vun.30- 127 053
Dec.31~ 129 176

Apr.30- 139 198

June 80-140 986
Sep .20~ 110 027
Dec.Bl- 439 366

Br.d1- 144 625
Jun.30- 18 34
50430~ HT 472

Jm.Sl~ 206 009
Feb. 28~ 205 BT
iar.31~ 192 373

40.3
37.9

26.9
28.5

1z.2
- 794

23.9
22.1
39.6
47.3

4.8
33.6

4.6

56.0
3b.0

6.2
24.5
81.6

37.6

Apx‘ . 1=

£pre 1 A16 422

Apr. 1= 525 108

ipr.l= 617 560

ven.3l-
fob.28=~
liap. 31~ B0O0 137
kny 29 680 345
June 30- 8§07 M2
suly 31~ $&3 3586
~ugebl= 665 147
oept.2D- 607 025
Uote 31~ 674 16G
Rovedu~ 689 768
Des.,3} T3 T8

808 359

B34 828

396 259
3% H
278 516
268 873

109 142
40 223
145 045

105 1,10'

Jur.3l~ 261 A2

i red31-226 990

Poc.31-388 473

413 008
316 330
‘T12 AT
261 622
say 31-287 960
253 507
207 299
212 M0
i63 210
346 414
3BT 601
3713 1839

49.6

16.9

2B.3

4%.5

36,7

47.1

3?"
9.0
39.1
4.6
4.4
41.7
6.4
38.2
%2
51.4
51.8
48.2

45.1 8.8

110 626 (own 23 900} |

.6 6.2 {
‘i
)

216 567 (own:47.964) |

67.56 13.0

176 069 (own 22 786)
48.2 6.5

233 875 (0wn 61 T9B)

76.6 20.3

S

306 696 (own 38 322) -
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1926
P L
E sune 30~
J6C.31-

1927
Kar.zs-

* Includes zil »ills bought.

1
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525 294

467 805

550 968

534 bIg

Zoes not include oun ccoeptances hwid by
2Inzlades agoceptunod:

Jon. 30~ 783 z54
fob. 28~ 767 127
Kuredl= 745 660
rpTesl=  T20 613

iny 30- 865 333

dune 50~ 621 249
Juiy 31- 80D 437
‘Wi 1= BBL 685
wBTbe S0~ 814 151
vote &)= 651 647
Bov.30- 726 295
D8o.3l~ 7556 280
Jan. 31 TT3 604
Peb.2d- 785 488

Buredi~ 809 446

ipr.80- 810 966
Epy 1= 774 7120
suse 30~ 751 270
Juiy Jl= m 288
LOZeSl= 782 065

aacepting ban:s.
of brunoiws wnd apencies of forelign dunks but nat trude .
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- . Ao o S BOARD OF GOVERNORS wv e .
o 7 } s 1y S OF THE ‘”J i ‘ - lg?i
; ﬁ/ '  FEDERAL RESERVE SYSTEM , 2 %
Office Co d S e
1ce Correspondence Date. May 19, 1937
To Mr, Morrill Subject:

From__ Mr meead

As you know, the Federal Reserve Bank of New York has recently
/ purchased a small volume of bankers' acceptances. On May 12 the Federal
‘ Rgerve ‘Bank ot New York purchased a total of $795,220.88 of acceptances
from the Bank of Manhattan Company at a rate of % of 1 percent, participa-
tion in which was given to each other Federal Reserve bank except Boston.

The amount allotted to each of the eleven participating Federal Re-

serve banks was as follows:
Fus Cinvaon: tuN

// New York $346,057.70

Epst to Mr Philadelphia 75,647 .49

(” Cleveland 81,508 .61
. Br'\dar ick .

Mr. Szvmezak Richmond 29,395 048

M ¥ K‘ée AV 4 Atlanta 22 520 24

: !c». ....... N Chicago 76,064 .52

Mr D”“--;f;fff(~ St.Louis 26,0617.26

Minneapolis 18,794.39

Kansas City 27,376 22

Dallas 25.552.48

San Francisco 63,256.39

TOTAL 795 ,220.88 -

...+ Acceptances, payable in dollars, previocusly purchased during 1937 by

- Please nite
e e 7; “t¥¥al Reserve banks are as follows:

Bank Date ount
New York March 24 $232,795.62
. San Francisco March 29 33,737.97
New York April 2 87,388 34
New York Lpril 14 89,834.63
New York April 22 311,789,723
Total 755,546 .29

No participations were given to other Federal Reserve banks by New York in

M acceptances purchased prior to March 12. W
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| May 19, 1937
¥r, Norrill

o
¥r. Bmsad 4 (/ -

As you know, the Federal Reserve Bamk of New York has recently
purchased a small volume of)gmkora' acceptances, Ou May 12 the Federal

| Ressrve Bank of New York purchased a total of $794,220,88 of acceptances

from the Bank of Hanhattam Compamy at a rate of % of 1 perceant, participa-

tion in which was given to esoh other Federal Reserve bank except Boston,
The amount allotted to each of the eleven participating Federal Re-

serve banks was as followes

New York $345,057.70
Philadelphia 754547449
Clevelsnd 81,508.61
Riesimond 29,395.48
Atlanta 25’ 500;34
Bt Louls 26,067.26
Nimneapolis 12, P49
Kansag City 27,376.22
Dallas 25,552.48
San Prancisee 63,256,399

TOYAL 795,220,883

Acceptances, pagable in dollars, previcusly parchased during 1937 by

Fedoral Reserve banks are ss follows:

Bapk Dake Anount
Bew York Mareh 24 $232,W5.62
San Francisoo March 29 33,737.97
New York April 2 87,388,.34
Hew York April 14 89,834.6)
Hew York April 22

Total ’5535‘6;29
Bo participations were givem to other Federal Reserve banks by New York inm

agcep s purshased prior to Mareh 12,
V¥/iw
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" Mr. Norrill

¥r. Smead | ’ ~ o
) w533 L/(,/:zj |
FEER R
In connection with Mr, Hale's letier of March 29, advising of the
purchase of $33,737.97 face amount of bankers' acceptances oz March 29,
there is attached a schedule received from that bank this morning list-
ing the acceptances purchased, The only sther purchases made Ly the
Federal Reserve banks since March 13, 1936, wers as followsm
Purchaged by the Federsl Reserve
Bank of New York from the First
Boston Corporation on Merch 24, 1937 $232,795.62
Purchased by the Federsl Reasrve
Bank of New York from the First
Boston Corporation on April 2, 1937 87,3838,34

The schedules reporting these purchases are atiached,

Attachaents,

o mLs/1b .,,‘ . /&o( JC 'Y ,‘.K
e et

A& L RRCTEET TR A AT R T T
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Tederal Reserve Bank af Boston, JANT © 1334
Boston, Mssssohusetts.
Dear Governor Youngi
This refers to your letter of D-cqﬂggwﬂ,w;,ggy in reply te
the Seard's letter of Detember IE,iwith respsot to the purchases ef

bills by the Federal Heserve Bank of Boston referred to in the two tele-

grams whio;x you addressed to the Board under date of Deoember §, 1033.
You state that the transsetions in question were of a customary oharacter,
oocurred in the ordinary oocurse of business, were not engaged inm for the
purpese of affeoting goneral oredit conditions and did mot have a material
offoet upon genersl oredit conditions; and you express the opinion that
the transactions, for these and other reascns mentioned in your lotter,
did net require tho approwval of the Federal Reserve Board under the

terms of paragraph 0 ef Beotion VII ef the Board's Regalatiom M,

Upon oonaideration of the matter in the light of the statements
centained in your letter, the Fedoral Reserve Board soes no reason to
differ with your view that the Board's approval ef the purchase from the
Nationel Shawmut Bank of Boston of bills in the amcunt of $2,000,000,
which was reforred to in ono of yeur telegrams of Deesmber 9, was not
required under the provision of Regulation M in question. In your other
telegram of that date, however, you advised that the Federal Reserve
Bank of Boston had suggested to one of its member banks that, if it

» FILE COPRY
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¥r. Roy A. Young ~ ~ 2

| roR Ama.w.‘//

i Gov, B!ack cevegy

later should find it necessary to offer apy bills for sale, such offer
be made to the Federal Heserve Bank of Boston instead of to the New York
market ; and the question whether the Board's approval will be necessary
under paragraph 5 of Section VII of Regulation X as to any such purchase
should be determined by the ciroumstances existing at the time that the
particular purchase takes place and will depend upon the character of
the transaction, the amount involved, and other factors. Attention is
invited to the fact that all such transeoctions, whether or not the
Board's approval is required, must be reported daily to the Federal Re~
sorve Coard under the reguirement of paragraph 1 of Section VII of Regu-
lation M and the other applicable requirements of the regulation, of

course, are to be observed in any such case.

Very truly yours,

mow
EOME 600 ot Nt soes vonsnsd)
: Mr. Gliler Moo lovines » sdaiad
: x“_ soresssiind &%bi%cr"&&ri&wl
E i o209 23 ASN Secret&ry
i Wir, o:.ymu. ..-uua
; Mr.m ALY %
E If you approve, piosse /('/));
t W‘m fdﬂ.%@/ / PSTRL L
| Y ekl HGRE)

CJ
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JAN1 9 1934

Kre. Roy A. Young, Governor,
Federal Ressrve Bank of Boston,
Boston, Masssohusetts.
Dear Governor Youngs

Receipt 1s acknowledged of your letter of January 11,
1984, in which you sdvise that the Federal Reserve Bank of Boaton
hae purchessd bills in the amount of $1,000,000 with maturities up
to fortyefive days st e rate of one-half of ome per sent from the

AR\ e by e e

Rhode Island Hospital Trust Company, s nonmesber bank, with its in =

~, T Wy

dorsement, N
You state that you bought the bills in question in the
usual egurse of business to inoresee your earnings and that the
transaction was a ususl one having no material effaet upon the general
oredit situation; and you advise that you ars reporting this matter to
the Board in aceordance with paragraph 6 of SBeetlion VII of Regulation
He You apparently feel, however, that this purchase was not cne which
required tha approval of the Pederal Reserve Board under the paragraph
mentioned and, on the basis of the information sontained im your letter,
the Faderal Reserve Board sees no reason to differ with this owoluuiol;
with respeot to this trangsotion., The only provision requiring a re-

port of this purchase, therefors, is that in paragraph 1 of Seetion VII

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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¥r. Roy A. Young ~ = 2

of the regulation which requires that all open market transactions

other than the purchasze and sale of Government securities shall be re-

ported daily to the Federal Reserve Board.
Very truly yours,

STgnad) Chester Morsh
Chester orrill,
Secretary.

FOR APPROYNL,

Gov. Black, .--/.“"_

Mr, Hamlin.%."::.-»‘ud
Mr. Mfﬂer..... “ssecaes "‘“d
Mr, James...’l[.......ua“‘

Mr. Thcmas../"yz.....uw;

M, Szymczak..: /
------ -oolo."V

Mf. wm.--uu-octtii

_lf‘ You approve, piease

20 2nd return
i Larpenteg

ENTIDT b0 rrr ey
OF MEL G O

JAN 221934
4

(/’“s Q,f \\\;\
= N\t
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W}V\UAXIEQMAN

FEDERAL RESERVE BANK sy
OF BOSTON

L,

ROY A.YOUNG
GOVERNOR

January 11, 1934

Federal Reserve Board
Washington, D. C.

Gentlemen:

Pursuant to our telephone talk today, T advise that this
bank has purchased for delivery tomorrow, $1,000,000 in prime
bills, maturities up to 45 days, at a rate of one half of one
per cent, from the Rhode Island Hospital Trust Company ( a non-
member bank) with their endorsement.

In accordance with parugraph 5, section 7 of Regulation M,
we are reporting this to the Board and advise that we bought the
bills to increase our earnings, and in the usual course of
businass. The Trust Coupany sold us the bills to provide funds
to cover an actual withdrawal from their War Loan Account and
other anticipated withdrawals.

If this bank had not purchased the bills thfey wopld have
been sold to the New York market and we, thereflore, lelieve the
transaction is a usual one and has no maverialf =2Ifegt upon the
general credit situation.

Yours gPXpectfully,

R. A, Yo
Governor

1038
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FEDERAL RESERVE BANK o of
OF BOSTON

~ Lo ~ . N

-

ROY A.YOUNG
GOVERNOR

December 27, 1933

Mr. Chester Morrill, Secretary
Federal Reserve Board
Washington, D. C.

Dear Mr. Morrill:

This will acknowledge receipt of your letter of December 22,
and in reply to your specific inquiry I advise that in my opinion the bills
purchased by this bank and reported to the Federal Reserve Board did not
require the approval of the Federal Reszrve Board under the terms of
paragraph 5, Section 7 of Regulation M, for the following reasons:

If a free and active market for bills is to be maintained
throughout the United States, obviously a Federal reserve bank or the
Federal Reserve System must be prepared to accept all desirable bills

at a rate. In other words, the discount window for bills must be open
at all times - not partly open and partly closed and certainly not closed
entirely - otherwise there can be no free open market. If for any

reason we feel that we should not take desirsble bills offered to us, our
refusal should be through a punitive rate which should prohibit their
being offered to us. This is a precedent of long standing in the
Federal Reserve System and, in my opinion, a thoroughly sound one.

In regard to the two transactions mentioned in your letter,
it appears to me that we operated entirely within the regulations of the
Federal Reserve Board and not because of one exception, but because of all,
which are as follows:

(a) The transactions were of a customary character

(b) They did occur in the ordinary course of business

(c) They'were not engaged in for the purpose of affecting
general credit conditions

(d) They did not have a material effect upon general credit
conditions.
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Mr. Chester Morrill -2~ December R7, 1933

The Federal Reserve Bank of New York which is the large
bill market of the United States buys bills at a rate dajdy add while the

Boston markel is much smaller and narrower, there is no/reasoy why the Federal
Reserve Bank of Boston should not be in a position to

as New York, particularly to its own member banks.

offer #ne same service

PKspectfully,

R. A. Young
Governor
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¥r, Roy i. Young, Governer,
Federsl Reserve Bank of Boston,
Boston, Massachusetts,

Dear Govermcr Youngs

Reforence is made to your two telegrams of December 9,

1933, ia regard to purchases of b%ills by the Pederel Reserve Bank
of Boston,

In one of these telegrams you stated that the Federsl Re-
serve Bank of Bosion has suggested to ons of itz member benks that,
Af 1t later should find it necessary to offer any bille for sale, such
offer be made to the Pedaral Reserve Bank of Boston instesd of to the
Eow York market; that this action was taken because of your desire to
increase your sarningsj and that, if suoh a purchase by your bank is
ultimately consumatsd, it will bave no materisl affect upon ths gen~
eral credit situatien.

In the other telsgram you stated that the Federsl Reserve
Benk of Boston has purchased from the Fational 3hewsut Bank of Boston
indersed bankers’ hills in the amount of 82,000,000, at a rete of one-
half of one per oent, with maturitise from eleven to fourteen daysj
that you purchesed these billa becauss you desired additionel esrn-
ings, becauwse with the expanding sessonal Jdemand your actien had no
effect upon the money market, and becasuse the wember bank bad previocus-
ly purchased some shert-term Govermment securities that were timed to

— : r— N =N NN
noet eﬁh&h%ﬂ%ﬂﬁhﬂ d@t« %}u@ the bank
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Mr. Roy 4. Young - (2)

offered the bills to the Pederal Reserve Bank to relisve the temporary
situetion during the inmterim. In thia commsction you stated that you
made the purchase of these M1ls in accerdance with parsgraph 5 of seo-
tion 7 of Begulation “N®.

You will observe that paragraph 5 of section 7 of Begulation
"N* provides that, except with the approval of the Federzl Reserve
Board, no Federsl reserve bank shall engsge in any open msrket transso-
tiom (a) which are not of the customary charscter, (b) which de net oo-
cur in the ordinary course of business, (c) which are engaged in far the
purpose of affecting geseral credit conditiona, or (d) which may have a
-at.eri;l sffoct upon general credit conditions; with & proviso that any
Federal reserve bank say purchase obligetions for the purpose of afferd-
ing relisf in a situation inwolving & specific banking imstitution in
its district.

It is met clear, therefors, thai the transsctions referred to
in yowr two telegrame are of a character which may be engsged in without
mwwmrmlmnmwwmmmmmw
munnbowawumunsuummmmmmw
mmmupmmmwamtmmawamrmmw

/ Wmng&Sefmtmn?atwm'l' so that the

8

satter may be givem full consideration before the Board rules upon the

Hréayeoeruenn

satter. 7
{L q:) Very truly yours,
P

17 l

Nzl

Federal Reserve Bank of St. Louis
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; /
754 FEDERAL RESERVE BOARD 43/
’ 'WASHINGTON

Decomber 14' 1933.

Towmg -~ Doston

Federzl Reserve Bosud interposes no ohjection to your bank taking the
allotment of the Fedaral Reserve Bank of Hew York, in addition to yowr
omn allotment,of bankers' bills purchased daily by the New York benk,
until your total holdings of bankers' acceptances amount to approximutely
$35,000,000.

FYYYTIYSRLLL LA ALY 250900 40000

ATE ) MEETING

DEC1 81%

cc: Mr. Smead

SRC/acw

5431/ /WW
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TELEGRAM

J33. 4
FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

o SR w1 V4 .“’Q‘/'/ 4/ 3

- Boston Dec 14 1058aM RECEIVED AT WASHINGTON, D. C.
Board
Washington
In addition to takingmour regular allotment of Bankers acceptances
purchased by the FRB of New York daily we have also agreed to
take their share until our total holdings reach approximstely
thirty five million dollars in accordance with regulation M
We are reporting the contemplated transaction to the Board.
Our reasons are the same as given yesterday
Young

11144

VERNMENT PRINTING OFFIOB: 1933  16—764
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TELEGRAM T
- ,
FEDERAL RESERVE BOARD S /

WASHINGTON

December 13, 1933,

Young -~ Boatom

Your telegram,:, Federal Reserve Board approves pjurchase by your bank from
the Federal Heserve Dank of New York of approximately $8,500,000 of barikers'
bills with maturitfes up to 90 days at a rate of 1/2 of 1%.

|
"‘\'.\',v'xfz“-;u:.\.f vm&% 4 l;@i“
¥orrilil.
cc: Mr. Smead
|
l
:
|
|
% ..q.nu‘%’;ﬂm
| AvE MEETING
]
|

TR NN TR TR TR, T AR
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TELEGRAM LT

| FEDERAL RESERVE BOARD
e WASHINGTON

December 13, 1933,

|
:
| Harrisom - New York
i

Board has recelved telegrem from Governor Ioung advising that the Federal

Reserve Bank of Bostom has today agreed to take {rom the Federal Heserve
Bank of New York approximately #3,500,000 of bankers'! bills with maturities

up to 90 days at rate of 1/2 of 1%, ani Governor Youmg hus been advised thut

Boasxd approves propossd purchase.

Yorrill. Sigred} Chester Mo -

: oy

o

... FlILE COPY ..
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TELEGRAM
FEDERAL RESERVE SYSTEM 3 3 \i L‘.,
. (LEASED WIRE SERVICE)
3 j o / N
e 16704 RECEIVED AT WASHINGTON, D. C. ! / o

168B MR
Weshington

Re our 127 date pleass correct to read "at one helf per vent®

inatead of "two end one-half per semt.”

Boston Dee 13
407pm

|g|t|zed for FR%SEWWTM‘""": we  16—704
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TELEGRAM
K33 DEC 13 PM 2 24 333,
FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE) o~}

127bmr /2 /,f Clf e

18794 RECEIVED AT WASHINGTON, D. C.
Boston 210p Dec 13
Board
Washington

We have today agreed to take from the FRB of New York approximately
eight and one half million of bankers bills maturities one to

ninety days at two and one half percent, In accordance with

regulation M we are reporting the transaction to the Board, Our
reasons for buying the bills are - one the Néw York banks
reserve is still low ours 1s high: Two-We need the additional
earnings: Three-The transaction has no effect on the money
market

Young

221p

. 8. 60 PRINTING OFFIOR: 1933 16—704
igitized for FRASER
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TELEGRAM

G DEC 9 M 1112 FEDERAL RESERVE SYSTEM == % o

(LEASED WIRE SERVICE)

16104 RECEIVED AT WASHINGTON, D. C. / ‘:L

\
~
\{\r-

7 2fe
Boston Dgc 9-1lam YRV

Board
washn
We advise that this bank has suggested to one of its member banks
that if the member bank found it necessary to offer any
bills they offer them to us instead of to the NewYork Market.
This action was taken because of our desire to increase our
earnings and if ultimately consummated will have no materisl
effect upon the general credit situation.
Young
1111la

i
D igitized for FR % [efvaesur eroerxe orvios: 1998 16—794
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TELEGRAM
RE e
FEDERAL RESERVE SYSTEM 333
'[933 DEC .9. AM l ‘ ‘5 (LEASED WIRE SERVICE) / Q ? » 1) ';;
16704 RECEIVED AT WASHINGTON, D. C. i -t

73bfa

Boston Dec 9 am

JR: 15"

Weshn

Under date of Dec sevenfhis bank purchased from the National Shewmut
Bank of Boston two million endorsed bankers bills at one half

of one percent maturities eleven to fourteen days. We purchased
these” in accordance with paragraph five Section seven of regulation

M and for the following reasons - One, We wanted additional

—

:‘ earnings ; two , with the expanding seasogel demand this action
had no effect upon the money market; three, the member bank had
previously purchased some short time Government securities that
were timed to meet certain maturities coming due in the future

~and thé bank offered us the bills to relieve temporary situation

' during the interim,
Digitized for FR%S%mmmm:ma 16—794 Young lll4:am

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




DECLASSIFIED .
Authority E C. 18 50\

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

% Z < 7V eV o
Form: 148h W g
TE RA

FEDERAL RESERVE BOARD 333 -
WASHINGTON o y

Decomber 8, 1933,

Young - Boston

Beferring xgg_gﬂgg_;,qwmdqniud coanfirming cur telephome con-
versation, Yedsral Heserve Board approves purchase by your bank

from the Federal Reserve Benk of New York of §10,000,000 of

bankors' sccepiances with meturities up to 90 days at a rate of

1/2 of 1%.

ﬁmmuﬁimNMrthﬂ
Norrill.

-Jjeb

___ FILE cCOPY

http://fraser.stlouisfed.org/
;Eederal Reserve Bank of St. Louis



DECLASSIFIED
Authority | 0 13501

Reproduced from the Unclassified / Declassified Holdings of the National Archives

I Form 1181
; TELEGRAM
—— Ny
l FEDERAL RESERVE BOARD
WASHINGTON
|
| DEC8 193
E Harrison ~ New York
!
Board hag received telegram from Governor Young advising
that arrengemente have been made for purchaslé by Yedsral Ressrve
Benk of Boston from Faderal Reserve Bank of New York of $10,000,000
of bankars' scceptances with maturities up to 90 days at reta of
1/2 of 1%, and Governor Young has besm sdvised that Boaxd gpproves
proposed purchese.
TSigned) Chester Morr!"
Morrill.
SRC~Jchb

FILE COPY ...
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e TELEGRAM .

| ‘ | .
: | . FEDERAL RESERVE SYSTEM ’ S3 3 L’;. .
; N . o ‘2 2' (LEASED WIRE SERVICE) :

033 DEC 8

E 10704 RECEIVED AT WASHINGTON, D. C.

80bfa |
] Boston Dec 8 12k
& Board f

weshn

T TEIRETR LR

Thie bank eontmplates purchasing ten million in bankers aceeptaneem
from Feﬁeral Bcsarvo Bank of NewYork maturities up to ninotv

days at a rate of one l‘mlf ‘of one percent; This action is taken

; because ﬁuy’orks reserves are low and‘ earnings high and ‘Boston

reserves high end earnings low, I have been informed by telephone

that a ftramaetian of this kind requifes approval of the "Board and ¢
therefore would appreciate it very much if you would wire reply

promptly,

Young .

| | 1219p -
e DEC 8 ‘Im

L ¥'Y mm«;rwx s 16—794
Pigitized; for FRASER
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FEDERAL RESERVE BOARD

LN - —
WASHINGTON : (’}}wa-«q

JUN 271933 LK
Y7417 d
e

Mw P

Cenniff,
Atlanta

= Inasmuch as Beard’s Regulation B ﬁnrn open markst
purchases of bills of exchangs, trads sccsptances and
bankers® accsptances under section 11;. Yederal reserm
Panks may continue to purchase bmkor-‘.'e accaptanoes
in accerdance with that regulatiem. ’

o PP
(S aned} L el

MORRILL

ST BGARD MEETING

JUN 259943
Zzer

/
ﬁ /{ | * For Appreval ‘/
}\J o Rack we nummm s wmmmem o= T
(L ( ¥r. Ham!'m.l(f_,..v-_,,. ST
/7 '\.‘ |

Mr faines. . Moo ghfommmms

Wr. Satter - A g
Mr.xp

i e

Mo D' Canngl oenmn mmmme s B
JRp—

My e

Plesve note-initial 2 4

Returii 10 e v peintel
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June 27, 1933.

Conniff,

Atlanta.

Inasmich as Board's Regulstion B governs open market
purchases of bills df exchange, trade acceptances and
bankers! acceptances under section 14, Federal reserve
banks may contimue to purchese bankers! acceptances

in accordance with that regulation.

MORRILL.

N ~ s e
Digitized for FRASER Q4 5 LA WAL (p / >/ /
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N TELEGRAM

¥

FEDERAL RESERVE SYSTﬁM? %‘Es%%‘?m'%m

(LEASED WIRE SERVICE)

JUN 26 1933
16704 RECEIVED AT WASHINW
94fot 45 ‘
: Atlanta 1233p June 26 1933 33 3( L/‘
‘Morrill ' ,
Washington,

%Under the banking act or’lgas no Federal Reserve Banks May engage
gin open market operations except in aeoprdance with regulations of

' Federal Reserve Board. Please advise if we may purchase bankers

aeceptdhces originating in our district if offered by member bank

Conniff
149p

V. 8. GOVERNMENT PRINYING $FFION: 1083 16794
for FRASER
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I Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives DECPASSIFICI?I’) y
Authority IiO m JO\

July 15, 1932,
333, ¢

Suly 15, Fridayy

The Joard continued Lts moating with tho Oovernorse  The Governors
voted as followsy -~ 9 t0 3 for tho resolution ~iven helowt

loved that the Bx:oudive Cormittee be suthorl-ed to

Wy Govermant scourities to the cxtent necaesasnry to
malntodin exoess reqocrves of meamber bonks at approxinptely
200 niliion dollers, total purchases %0 de li.ited to the
axount proviously suthorized by the Open ilariot Policy
Conforence vhioh is 207 million dollars. For the satdanoco
of the Bxocubive Carxitttee 4t was tho smca of the

forenae that except in uwmsunl or unforsson cirowistances
purchases should not omceed 15 nillion dollars a week, Dut
for the next four wedlzn should bo not less than 5 million
dollars & weeks

Ths throeo votes wera probably Governors Halousal , Young mnd Seaye

The mecting then took up the question of rerulations covering
the new Jlass smendinent. After much discussimn, % was dotemined that
a liittation ahould be pub uwpon the Federnl resarve banlks az to these
loans to individuals 0 1% of tho capltal and surplus of Federnl reserve
banks, wnlsas a larger sum wore sllowed on aplication to tho FPademd
Rancrve Boaxd,

It was also detomined that the rate of intercst t0 be chnrgod
should be practionlly the custansrs rate chargsd in the dlstriote Jomw
thought that the minionam rato shouwld be the mate for loans under
Seotion 10 (b) of the Glass amerpmcy bill. This was not finally
detem ned, dut the consonsus of ouinion searsd % be that these should
not be ryanled as penalty loans, nd tharnfore the customors r .to should
gen:rally bo followed,

The matter of scourities was then tidzon uoe fovarmor Harrison
atated that he thousht clearly that the smendnen® would peomit the
Faderal rescrve bank to ~ive a oredit on its dools to the individual
borrower, anl nlao sme_d %0 arren that 4 this wer: g0, o fixed balanco
night be required as i3 the ususl case with membar daniks, and that this
fixed belonse would constitute the security whieh the smenlment calls for.

Dre iller nald that it would de very dsngerous to penmait the
Foderal ros . ve banks %0 ;ive crodit om i%a books %o the borroverse e
folt that mqy shoudd give a chodc for the full mouwnt of the loap, which
the borrower could denoszit in some othar banke, This motter was not finally
dotenainade
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CelieHe maisad the quostion vhather a fammer, for example, cowdd
give a direat note to the Pedora) recarve bank, seourel, aof ocourse,
Yy an endorsasent and satisfaotory wollateml. Oovernor Harrison
exprezsed the opinion that this could be dand, bBut lr. Wgatt sald &t
was o dobatedle lagl question. It was dotemiinal, tharefore, %0 le:ve
the regulations as are, vhich seem $0 Laply tha$ no such direot
lsan conld be mals, act to daternimtion in the fubure.

The ime~ting then adjourned.

L ]
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j— July *", 1932,

The Governors met with the Board in an open market conference
this moming. Qovernor Keyer zave a resund of the situation, saying
that the epan market policy had been effeotive, amd expreseing the
oplnion that it would be very Uleadvised and dangerous to stop ity
that we ought to 0 on, as the oporatioms from now on would have mtiach
more foros than they could defore, beoause of zold exports, Governor
Harrison them sddrsssed the mecting, showing the £00d effect of open
mariet operaticms wp to the present date, and expressing the fim
belisf that we should continus kesping the excess resarves st aboul
250 million dollars.

Governor HoDougel expressed the o inion that we should stop
buying, and C.5.He pointed out %o him that he originally voted for the
major operation, « 500 millions on April 12¢h - and asked him whether
he 414 not deliave it would be dangsrous to stop completely nows He
said he could see that thete might be some danger from it.

Governor Calking thought it was not necessary to keep up the
amount to 280 millions excees rsserves, but that it wuld be all right
t0 go on keeping the reserves at about their present status « a little
over 200 millions.

Governor Young suggested that whils ha was originally opposed to
the operation and might vote to discontimue if that were the sentiment
of the conference, yet otherwise he bDeliaved it would be wise to procaed
and buy a little each week so that the public would not see or fesl we
had discontinued our open market poliay.

Secretary lills addressed the meeting, expressing the firm dbelief
that to stop purahases now would be disastrous.

Governor Meyer, in his opeaning addrass, spoke of the proposed
enendnent offered by Senator (Glass pemitiing direct loarms to individuals,
stf, He said that all over the country bank presidents are stating
that everyone entitled to oredit can get it. Ke said this was pure
"bank® - that he Xnew, and everyone knew, that all over the country
people who were entitled to aredit - with aatisfastory collateral for
tusinass purpeses -~ were unable %0 procure it fram the banks. Secretary
Hills stato! that only this morning he had met two gemtlemen who stated
positively that oredit was not available aven to manyborrowsrs who had
good collateral. He said that ome representative of the Southem-Pecific
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Batlroad told him he had made an examination all along their lines of
custemers who fumished them freight, and that he “as satisfied that
many of these custamers wanted to 20 on and manufacture, were good
risks with satisfactory collateral, yet wers not able to obtain oredit.

In the afternoon, discussion s to the opsn market policy was
resmsd, and thare were some expressioms of opinion on the proposed
draft of regulations umier the now Class amendment,

CeSeHe hoard ¢ indirecily, that Mr. Horrill who was down
at the Benate vhen the (lass amsndmant was introduced, called Lt to the
attantion of Mre. Bllhmiu ths Under-Beorctary of the Treasury, who
bitterly epposad §%, amd ds.d. all in his power to defeat it in the Semnte
and in the Rouse, Bat that when Oglen Mills retuarmed fram Boston he
quidkly reverssd this procedure and did, and is now doing, all he can
to seours Lis passage.

Affer the morning meeting, Governmor Harrison told me that he
Wfawm the proposed Glass amendment, but that he would go
aven farther, - he would nod have the condition irpeossd that ths borrower
st first try todhbtain a lom fraam 2 member bank., He seamsd to '
almost enthusiastic about it.

Governor YToung told me that at first hs was opposed to it, bus
that on further examination he wag inclinsed 4 think that Lt would be &
vory wise measure to adopts In the afternoon session, Governor Heyer
annownosd that the Pre:ident would be very glad to meet the Governors
this evening. Fothing was said about the Federal Reserve Board memberse
After thlking the matter over, the Governors felt that 1t might be very
etarrassing 4f the pudlic wers to know that the Oovernors all want to
the Presideant, and might areate a false irpression, and therefore
Govornor Meyer said he would tell the President that hs felt they had
botitar not come,

http://fraser.stlouisfed.org/
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BILLS BOUGHT Ii OPEN VARKET EY FI'EAAL RESERVE BAIKS IN 1geg - L1 ¢ 13t

CLASSIFIED ACCCRDING TO UNDERLYING COWMAUTITIES éijl* - I

(In thousands of dollars)

Commodi ty 1928 . j Ay
{ H
ACCEPTANCES BASED ON IMPORTS
To tal _N72,777
Animels and animal products, except wool and ’
hair, - total (5,12
Egg albumen ﬂ@@
Egg yolk 1,109
Casings 2,129
Bristles 2,322
Hides and skins 45,851
Leather and leather gocds 4,531
Furs 12,446
Fish 1,042
Animal and fish oils, fats and greases 950
Casein €93
Feathers 615
All other 2,742
Vegetable food products and beverages - total £§§,129
Coffee 80,623
Cocoa 7,415
Cocog veans 2,199
Fruits: Figs 1,029
All other and not specified 1,707
Grains . &90°
Nuts: Peanuts 1,453
Walnuts 552
Almonds 277
Coconuts 293
All other and not specified 857
Tea 3,0U5
Sugar 47,115
Spices: Pepper 1,u4kg
All other and not specified 839
Tapioca 157
Vegetables: Beans 1,844
All ether and not specified 1,418
Olive oil 290
All other 1,978
Vegetable products, inedible, except fibers
and wood - total 4 ol
Rubber 29,649
Tobacco 5,765
Essential oils 262
Varnish gums: Shellac 135
Copal Uz7
Damar 169
All other and not specified d 383
St. 6186
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Commodity

Vegetable Hroduacts, inedible, except fibers
and wood, (Cont!'d)

Vegetable oils:
Coconut
Wood
A1l other

Oilseeds:
Castor
Copra
Cotton
Hemm
Flax
All other znd not specified

=11 other

Textiles - total

Braid:
Straw
Jemp
All other and not specified
Cotton
Cotton manufactures
Carmets
Hair
Hemp
Hats
Kapok
Silk
Rugs
“Tool
burlap
Linen
Rope
~11 other

Wood and paper - total

Logs
Lumber
Woodpulp
Paper
Rags
Pulpwood
211 other

Wommetallic minerals - total

Cement

Crude oil

Diamonds

Glass and glasswere
Refined mineral oils
Pyrites

A1l other

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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g,ohe
©,969
387
108
4,040

28
80
476

_3931
129,236

433
131
2U6
8,751
1,209
1,784
911
934
2,923
998
76,691
2,411
21,303
1,360
759
209

§,183

18,284

1,776
2,243
6,897
3,097
1,914

2,357
4,513

470
634
50
963
520
100

1,250

St. 6186



DECLASSIFIED .
anthority E.0. 1350

Reproduced from the Unclassified / Declassified Holdings of the National Archives

- 3 -
Co:modity 1928
¥otals and manufecturcs, except machinery
and vohicles - total 6,958
Antimony 379
Copner 566
Iron and steeél 2,289
Tin 1,098
All other 2,626
Machinery end vehicles - total 1,297
Chemicals and rolated products - total (12,367
Creosotc oil %29
Potash 8,330
Pertilizer, excent potash 209
ilenthol 292
Fireworks U3zl
| All other 2,173
' Niscellaneous ~ total ) 13,926_
| Brushes 292
. Films -
Hatches Lol
Toys 178
Optical goods 5
| All other 13,047
ACCEPTANCES BASED OX EXPORTS
Total h50, 131
| e
I

Animals and animal products, except wool

and hair - totel 13, 4l3
Leather 1,022

Lard and meats 8,817

Hides and skins 1,768

Furs 1,053

All other 378

Vegetable food products and beverages - total 82,559

Coffee 1,022

Cottonseed cake and meal 2,565

Flour 4,062
Fruits:

| Raisins 1,444

: All other and not specified 5,211
i Grains:

Wheat 20,541

Rye 1,319

Rice 1,483

Barley 2,635

All other and not specified Lo, 882

Sugar 567

Linseed 0il cake and meal 10

All other 18

St. 6186
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Commddity 1928
Vegetable products, inedible, except fibers
and wood - total 5,491
Tobacco ° 1,861
Taval stores:
Rosin 1,214
Turpentine 281
All other and not specified 225
Rubber and rubver products 1,067
A1 other gh3
Textiles - total 310, 542
Cotton 307,936
Cotton manufactures 967
Silk 146
Wool 249
All other 1,244
Wood and paper - total __2LZ§E_
Lumber &,155
Cooperage stock 2
Woodpulp 119
All other 818
Nonmetellic minerals - total 6, 310
Coal 222
Refined mineral oils 3,668
Crude oil 470
: All other 1,950
% Metals and manufactures, except machinery
% and vehicles - total 40,224
Copper 31,785
Gold 751
Iron and steel 888
Zinc U52
All-other 6,348
Machinery and vechicles - total 29,623
Automobiles 23,817
Auto parts and accessories 2,010
Farm implements 226
Motors and motor parts 2,2uU9
All other 1,321
Chemicals and related products - total 3,015
' Paints and varnishes 1,014
Fertilizers 919
Borax 273
All other 802
Miscellaneous - total 49,776
0il 5+ 337
Building supplies -
Films 12
Matches . -
All other 4y Yo

St. 6186
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Commodity 1928
ACCEPTAIICES BASED O DOMESTIC TRANSACTIONS
Total 337,690
Animals and animal products, except wool
and hair - total 26,247
Lard and meats 1,23
Eggs &3
Hides and skins 10,780
Casifgs 534
Furs 1,296
Fishi
Herring 105
Salmon 287
All other and not specified g5
All other 4,533
Vegetable food products and beverages - total 66,884
Coffee 4, o1k
Fruit:
Raisins 5,251
Peaches 197
All other and not gpecified 2,813
Grains:
Wheat 10,639
All other 18,212
Muts:
Peanuts L62
Walnuts 102
All other and not specified 1,196
Sugar 16,226
Flaour 1,803
Tea 511
Vegetables:
Beans 736
A1l other and not specified 1,809
Cocoa ' 892
All other 1,821
Vegetable products, inedible, except fibers
and wood - total _39;931
Rubber 18,415
Toba.cco 18,069
Naval stores 1,818
Vegetable oils:
Cottonseed oil 221
Chinese wood oil 52
All other and not specified 399
A1l other 2,019

St. 6186
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! Comrod: ty 1928
Textiles - total 21k, 234
Cotton 192, Tk
Cotton manufactureg 377
Mohair 2,48l
Silk 2,647
Wool 14,157
Kapok 193
All other 1,632
Wood and paper - total 3,865
Lumber 3'673
Rags
411 other 156
Nonmetallic minerals - total 10,417
Coal 6,038
Glass 175
Crude oil 172
Refined oil 900
All other 2,532
Metals and manufactures, except machinery
and vehicles - total 1,59
Copper 272
Iron and steel 74
All other 1,050
Machinery and vehicles -~ total 220
Chemicals and related products - total  Leg
————
Fortilizers 202
A1l other 206
Miscellancous ~ total 22,766
Canned goods £,498
0il 297
Provisions 12,870
All other 1,101

GOQDS STORED IN OR SHIPPED BETWESN FOREIGN

COUNTRIES
‘ Total 585,694
Lard and mecats 3,594
Hides and skins 8,825
Leatiuer and leather goods 5,811
Coffoe 21,436
Flour 11,781
Grain 29,2#5
Sugar 120,080
Vegetable oils 260
Tobacco 7,283
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Commodi ty 1928
Rubber and rubber goods 2,7%
Cotton 56,867
Wool 14,230
Lumbeor 5,503
Polpwood -
Timber 6,455
Woodpulp 5,675
Wood and wood products 4, 722
Diaimonds 1,802
Gr.soline 643
Copver 16,951
Iron orc 6,253
Iron znd stecl products 47,931
Zine 2,684
iachinery nnd vehicles 30,615
Fertilizers 5,550
Potash | 3,497
Electrical material 6,385
iatches 3,625
Films 32
4All other and unclassificd 155,153

TRADE ACCEPTANCES

To tal 3,74k
Coffce 932
Sugar 1,385
Hemp 2l
Silk 576
Copyer -
A1 other and unclassificd 635
DOLL.R EXCHANGE BILLS
_ Total 29,020
| o
BILLS PAYARLE IN-¥ORERIGN CURRENCIES
Total 3,598
UNCLASSIFIED
Total 25,374
Total purchesed outright 2,058,634
Takon under repurchase agreement (not classified) 2,182,035
Grand total 4,240,669

St, 6186

FEDERAL RESERVE BOARD
DIVISION OF BANK OPTRATIONS
MAY 10, 1929.
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R;BCDIN FILES SECTION]
AUG 25 1949 m{

February 2, 1927

Yorm No. 131,
FEDERAL RESERVE

Office Correspondence ™ %+

Datg

. 233
To Mr. Goldenweiser - e Subject:_Carrent aggegtange;gt'ég in the £F
I~ -

i

From__ yiss Brown ' fleg UL 1. market and at the reserve bank.
FAR

L]

3ince Jenuary 1l the lew Yofk Federal Reserve Bank's buying rate

on acceptances has been'gzzgskihan the rate offere¢ in the market for 60

and 90 day billa. This situation has not existed since last May and accounts

largely for the decline of $50,000,000 in the acceptance holdings of the

reserve banks since the first of the year. Purchases of both 60 day and

90 day bills in the New York market fell of sharply after the lowering of

the market rate from 3 3/4 to 3 5/8 per cent, while purchases of the short-

er maturities--30 days and under—~-were made in about the usual volume, last

April the market rate on bills of the longer matutrities declined below the

reserve bank's buying rate on these bills on the 7th of the month and on the

| 27th the Reserve bank reduced its buying rates from 3 5/8 per cent to 3 1/4
per cent for 60 day and 3 1/2 ber ;ent for 90 day bills. It had, however,
lowered its discount rate frbm 4 to 3 1/2 per cent the week before. At that
time the market rates continued downward into 'ay and the bank's rates

ollowed thems At present there seems to be a tendency for market rates to

stiffen slightly and sare deslers are reported to be offering 3 3/4 while
most of them still offer 3 5/8 per cent for 90 day bills. I think that it
will be interesting to watch the situation, psrticularly if the Reserve bank
does not lower iis buying rates. My charts indicate that the market rates
have not been below the Reserve bark's buying rates for more than & week
without this situation being followed by a decline both in the buying rates
and the discount rate of the lNew York Reserve Bank since 1924 when all rates

were at the bottome
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TELEGRAM

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

149D le

RECEIVED AT WASHINGTON, @ C.

Dallas Nov 1 1212p f&m*wm“““-7wmj

7 Receivad e T 2

“hyol

Eddy

Washington. A

Twill 399, thirtieth. Following is statement of acceptances sold
member banks from our portfolio January 1 to Oct 31. Assume it is
proper to include these as open market transactions, April 11°
$9,750,00 April 25 $24,815,10 May 16 $10,200.28 Sept 19
$120,133.26 September 26 $165,919.53 October 3 ,%64,;90.18
October 10 $96,089.54 October 17 $197,349.,03 Oct 24 $235,137,86
October 31 ¢116,176,99 Total {1,039,761.77 In addition to amounts
indicated we sold befween July 1l and July 20 acceptances amounting
to $6,740,118.85 to other Federal Reserve Banks. Unable definitely
determine whefther these transactions were purchased by Federal Reserve
Banks for their own account or others.

“Talley
159p

Wy
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ST e s s

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

E Atlanta Ga Nov 1 958am ' a.m~‘ KOV 1 1922
: : Received - ... p me i RzCw
g e e

-wasm G .\t Fre 3ot
Twill 399’. Inform-ation requested relative acceptances sold in open market

each week Ae_nding wednesday since January 1 1923 to date as follows:

Week ending february 21 'zs,ooo. trch 7 20,000, Cctober 24 5,000.

SN Mc'coid 4
1103anm

LT
1

Digitized for FRASER ‘
ittp: MRS SIS org/ 3-amol
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Adthority E.0. RS0

D WIRE SERVICE) I
a.

e

| Rd'GfVQd._-__
Transcribed B

\,k 3 fila

RECE!VED AT WASHINGTON, D. C,,

3 Eady,

.
l
;
]

%
.
5
t
.
4
r

1923;

Junuary 3rd none; Jumuary 10 $562,163.84; 17th 599,612.63; 24th 459,122.61;
31st 259,462.50; February 7th 4586,735.08; 14th 591,285.99; 21st 185,837.40;
28th 461,329.86, March 7th $290,048.58; 14th 470,583.30; 2lst 196,521.02;
28th 174,833.10; April 4th 54,930.24; 1lth 81%,758.26; 18th 199,787.50; 25th

340,522,95. May 2nd 77,997.42; 9th 254,823.58; 16th 218,744,93; 25rd 35,801.55;

Z0th 345,081.73. June 6th 480,229.50; 13th 184,865.61; 20th 109,988.29; 27th
278,664.20. July 4th none; 11th 208,504.62; 18th 230,567.13; 25th 90,128.54.
August lst 264,993.74; 8th 239,472,05; 15th 201,120.73; 22nd 365,629.20; 29th
. 546,606.18. September 5th 142,632.86; 12th 117,696.18; 19th 100,000.00; 26th
| 293.145.33. Ootober 3rd 300,971.1%; 10th 391, 515.09; 17th 425,130.91; 24th
353,444 .35, Total 12,514, 299 .71,

Post

{
3
1
k
]
I
2
3
F
’ 1la
3

5 -v#n-nuu-m 31108
hitized for FRASER
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1“
N

We.shn o NOV 1 19z
Acceptances sold from own portfolio euch week ending wednesday, since Bﬁ:\ﬁ:arf 1,
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TELEGRAM

S ——— |

FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C,,

: a&rs

‘Boston 11854 Oct 61  [FJ 3

Eddy .

i

% Washn

dnsvering wire trans 399, We have never scld any racceptances s¢ far as cur records
szhcw in the open merket from ocur portfolic

- Curtiss |
i ] 1216p
3

E

Digitized for FRASER
it/ AR LIS org) YU
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. TELEGRAM

.FEDERAL RESERVE SYSTEM

4 (LEASED WIRE SERVICE)

RECEIVED AT‘ WASHINGTON, VD. c.,

Gmret o N
, e Repelved ... p.al. |
| Fewyork 255p ot 31 Transcribed by-r ;...
| - OK 1o fita.—. (R,
| Baard e

Wasim
Raplying tc the Beard's wire 30th to Mr Jay we have s¢ld nc acceptances in the
tpen market from our portfclic since January 1, 1923,
Kenzel
- 259p

igitized for FRASER - i
ttp:/ AP E——,
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TELEGRAM :

.-~ FEDERAL RESERVE SYSTEM

L o
., %/ (LEASKED WIRE SERVICE) .

12604 2
Cleveland 348p oct 31 o K
E Recelved.<ommmm-amn-Pe B )
Board I Transcribed by--"po-- ===
k . “'OK‘);'%"-'“‘ .

We bave sold no acceptances from ou:f portfolio in op“e'ﬁ-‘vxgarlmt since

Jenpary 1,1923 ;
| Wills ;

410p

; ‘

bigmze { for FRASER .
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Richmond Va 235pm Oct 31 ! | Hecelved.-ammmmmnm-f.
}. Y»a— or 3"&.&. —— g -
dey l [0 GTT O A NN
L. .
Washington

mwill 399, October 3lstxk No acc®ptanc®s hav® b°°n sold in op°n mark®t

from our portfolio
Hoxton

243pm

Digitized for FRASER
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TELEGRAM R
N
o I e o)
R ;,fd' P ,—r""—“;)\ Yo
J, e FEDERAL RESERVE SYSTEM P
/ ; %,U‘ el (LEASED WIRE SERVICE) / ,‘.;& ’ "c‘ o
137fcq RECEIVED AT WASHINGTON, D. C., R
. Chicago Oct 31, 1258pm,[ — - _\"’~§-i»-‘fé
Eddy | S
Washn
Twill 399.
Replying &our wire, We have not sold any acceptances from Cur
portfolio in the open market this year, \We have sold to a few member
banks from our portfolio to fill special orders for weeks ending
as follows: January 10, 1923, $20,000; January 17, $9,936.33;
January 31, 104,851, 52 February 7, 24& 666.52, February 21
$5,000; harch 28 $29, 947 6l ; Aprll 25 $25,079.85; June 15 $50, 000
July 11 $160,000 Jul 18 @140 000. July 25 $150,000. September
19 {15, 211 27. Total ¢754 693. ~
Heath
148pm,
Dig i $evasetion riofmn i 2—11001
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f TELEGRAM TE
T L L | Y RD q
A FEDERAL RESERVE SYSTEM f 2
" e (LEASED WIRE SERVICE)

b=

G
Z . .,.n’»‘ﬁp 3". 1
A i '
W

RECEIVED AT WASHINGTON, D. C,,

)
Cx}(‘uull,

1270t 25 (OT 81 1923
l"q“R ' 21 i
Stlouis Mo 1205p Oct 51 s |

Law . =
Eddy LK

Vlashn
Twill 2399 October 30, 1923 since First this year have sold no acceptences

in open market from our Zoritfolio.

Martin

126p

Digitized for FRASER
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TELEGRAM EETE

A & FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

4:9fr . ™ Q‘!"H B4RE 9‘A
’ [4 \"\g«;-_a_ﬂg;
e B R T s
iinneapolis Oct 31..10152 ; _ T
! 2o o 3*9
B | Hecelved.._______p m @
oard { Transseivad ho ‘ .
- E‘I'OK SRR
Viashn o A

Twill 399 No sales of acceptances made since January 1,1923.

Rich.

1120a
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/ TELEGRAM
EA

| FEDERAL RESERVE SYSTEM
oy, By -

(LEASED WIRE SERVICE)

£

et

/_1/'{/1/%/% 4 . -
o6fr lc RECEIVED AT WASHINGTON, D. C., /%% )
KansasCity Oct 31 1020a o
e RV
Eddy o~ .C:I)\ 6:" - .v
E \'»-. dfe‘
Washington. R
RO
- . S
Twill 399 Ho acceptances sold "
IicClure 11302

bt

|

I Recelved.;.‘-________p_

| necel
I Trarscribed o
10&( 45 € )

7 Y
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TELEGRAM B S

[
FEDERAL RESERVE SYSTE,M/ i,

(LEASED WIRE SERVICE) ]9 N \

223fcq RECEIVED AT WASHINGTON.B, .. L~ R

Sexnfraneisco oct 31, 1l45am,

rady e
Washn

Referring your_telegram mno 399, We have not sold any acceptances

~

in open market our port folio since Janvary 1,1923.
Perrin i

f;ew ’Vc d

[ BT

448pm,
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e FEDERAL RESERVE BOAER S
§J' . LEASED WIRE SERVICE é \3&3 @
| WASHINGTON Mol At !
iy ) ?‘
s e 20, 18 2% U
o j;iﬁ Oetebeor 20, 1088, =237, G |
| V' Curtise = Boston Vfiu-hn « Riehwond " $ioh - Manewp olis (
; v Jay = How York v NoCerd - Atlanta lure -~ EIansas City }
| v Austin - Palladelphia / Reath = Chiocago nu-y = Dalles
v ¥§lls = Cleveland Virtin - B, louis | Ferrin < Ban Franoleee ‘
| TRANB 3?? nmemonwdm:sumdmmnmuxdu !
| open markel ITom yeur pertfolie during eash week ending Wednosday sinee !
5 Janvary 1, 1823, This statement should nob inocluds asceptames sold uader
repurehise agresments or ssceptances scld to other Federal resorve banks.
oY s
[ ,»f | i
LI i ‘ : B LIS { i
%@M ececoed ST
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FEDERAL RESERVE BANK oty 3
oF NEw York AN
ST 2
el
IN REPLY PLEASE REFER
to Disc - MJM November 20, 1922.

Dear Sir:

We acknowledge receipt of your 1ette\‘_;r._3f Novembe

T i g 2 1

18 regarding the telegraphic report of accéeptances allotted
to other Federal Reserve Banks. ’_—-—N__’J

We note that the Board will not require this in-

formation hereafter and will accordingly discontinue the

dispatch of the telegram.

ery rs,

D DN oot

S. S. Vansant,
Manager, Discount Department.
/
/ Mr. galbter L. Eddy,
Asst.Secretary, Federal Reserve Board,
washington, D. C.

wev b
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H

4330
‘3;”__’__”,,,‘”'“‘"" -

November 18, 1522.

Dear Eir:

For some time past the Poard has received
telegraphic reports from your bank showing in thousands
of dollars the amounts of acceptances allotted sach day
to other Federal reserve banks. Inasmich as this in-
formation is shown in full on the daily statement of
investments, which is received from your bank, the
Board will not require the information to be telegraphed
| hereaf'ter. -

Very truly yours,

B e i wiop AN
4 =S 2

(Siined) ¥. L. Rady
Vialter .. Eddy,
Assistant Ceoretary.

re Se 8. Vansamt,
Menager, Discount Dopartment,
Federal Reserve Bank,
New York, N. Y.

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives ;
Aﬁthority f:O lh 50\

igitized for FRASER

ittp://fraser.stlouisfed.org/

ederal Reserve Bank of St. Louis

FEDERAL RESERVE BOARD |

WASHINGTON <33 _’f

October 16, 1g22.
St., 3105.

SUBJECT: Revised Form 4, Monthly
Report of Discount amd

Open Market Operations.

Dear Sir:

In accordance&vith the Board's lette;
St. 3057, dated September 26, there is enclosed
herewith a supply of Form A, to be used in sub-
mitting the monthly\ report of discount and open

market operations bsginning with October 1922.

Very truly yours,

E. L. Smead, Chief,
Division of Bank Operations.

Enclosure

(Letter to all F, R. Agents)

!
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For Mo. 131. 3
FEDERAL RESERVE

Office Corresponaence = . Je21.

Daie_December 5, 1521

P

1o __Governor Harding. Subject: : .
From_Mr. Smead. ' oo, Y

Attached hereto is a statement showing the amount of Eggggggz"ggggggmwhw

=840k

45 ances, purchased by each Federalw;;;;;§§ £ank during October 1921, classi-
fied accordlng to 1mport, ‘export, and domestlc trade tranaéetiggé;‘;néM;;-ﬂWMM
cording to general classes of commodities which the acceptances were used
to finance. It will be noted that of the total amount of acceptances pur-
chased duging the month $36,000,000, or 26 per cent represented import trans-
sctions, 347,000,000, or 34 per cent - export transactions, and $44,000,000,
or 32 per cent domes£ic transactions, while about $7,000,000 represented
dollar exchange bills, and $5,000,000 - acceptances in the foreign trade
which were not classified as to import and export transactions on the banks'

“investment schedules.

In regard to the commodity classification, it will be noted that a wvery
large percentage of the accevtances purchased by the New York Bank are class-
ified as miscellaneous. This is due to the fact that no informetion regard-
ing the underlying commodities is shown on New York schedules covering ac-
ceptances taken under so=-called revurchase agreements. The Federal Reserve
Banks of Kensas City and San Francisco also fail to show commodities for
acceptances pgfbhased locally, i.e., not through another Federal reserve bank.

There e certain difficulties in connection with the plassification of

acceptancgs taken under repurcha¥d gfesrents, as for exampie, brokers who / /
have so)d acceptances to the Reserve bank under a repurchase agreement fre- ;

ask permission to take up certain of the acceptances within two or

i

days franthe day they were acquired by the Reserve bank, and later on
ither sell the same acceptances to the\§eserve bank under enother repurchase
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Form No. 131.
FEDERAL RESERVE

Otfice Correspoi...cnce = == Bae

To i R . Subject:. = _

From

agreement or sell them outright. If these acceptances were included in a
commodity classification, the figures would be misleading to a certain extent
because of the duplications which they would contain. It is possible of
course for the New York Bank to "sar-mark" all acceptances purchased and to
indicate by & speéial symbol on schedules furnished the Board those accept-
ances which are purchased for the second time . This, however, would re-
quire a considerable amount of work.

In case, however, you desire a commodity classification of all accept-
ances bought in the open merket the matter will be taken up with New York
with the view of making some practicel arrangement regarding acceptances
-taken under repurchase agreements. There should be no difficulty in having
the Kansas City and San Francisco Federal Reserve Banks indicate commodities

" on schedules covering acceptances purchased locélly.
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COMMODITY CLASSIFICATION OF
BANKERS' AND TRADE ACCEPT.NCES PURCHASED BY EACH FEDERAL RESERVE BANK IURING OGTOBER, 1921.

(In thousands of dollars}

H New ; Phila-~ 3 : St. :Minnea- ; Kansas ; San s
Clasgification sBoston : York :delphia Atlanta ;Chicago ; Iouis : polis City . Dallas ;Francisco : TOTAL
Imports 4,293 25,981 2,398 368 131 — 1,740 35,791
Exports 2,840 28,001 3,472 5,690 163 - 2,052 47,115
Domestic 5,770 2,813 &,558 4,352 460 882 2,145 44,211
Unclassified foreign 150 3,366 - 216 — 691 207 5,007
Dollar Exchange 827 5,117 350 — —— - 563 6,957
Total = = = = « = 13,880 85,278 8,778 10,6k6 754 1,573 6,507 139,081
} Acceptances based on imports.
COMMODITIES
Wheat and wheat flour - - - - - - -— —
Qther foods and kind-
red products ~ - - 3,158 4,064 1,069 64 81 - <31 9,026
cotton (ummanufactured) -- - 125 - -~ — 30 155
Other textiles and
their products - = 251 1,551 319 — —— —— 16 2,233
Metals and metal pro-
ductg - = = - - = = - 50 135 - - - - 185
Chemicals and allled
products - - - - - 14 b7 - - 9 - 19 129
Coal and coke - - - - - - - - - - - -
Tobacco and manufactures 75 467 R&7 50 - - 96 1,070
Leather and its finished
products = - - - - - - - - —— - - -
Miscellaneous - - - - 795 19,794 523 255 40 - 1,348 22,993
Total ~ - - - - ~ 4,293 25,981 2,398 369 130 - 1,740 35,791
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COMMODITY CLASSIFICATION OF
BANKERS' AND TRADE ACCEPTANCES PURCHASED BY EACH FEDERAL RESERVE BANK DURING OCTOBER, 1921.

(In thousands of dollars)

: : New :+ Phila~- ; Cleve- ;3 Rich- : s + St. :Minnka-

SOAIYOIY [BUOHEN BY} Jo SBUIPIOM POIISSB08( | PRINISSEIOU( 8y} WOJ) peanpoiday

s : Kansas H San :
Classification ;Beston ; York ; delphia ; land ; mond ;Atlanta :Ghicgg%.; Louls ; polis ; City : Dallas ;Francisco; TOTAL
Agceptances based on exports.

CMMODI TLES
Wheat and wheat flour 577 679 500 264 - - 54 11 —— - —— 122 2,207
Other foods and kin-

dred products - - - 365 3,507 868 206 - - 4,189 13 - —— - 441 9,689
Cotton -
(unmanufactured) - - 829 1,995 869 426 932 2,445 130 67 — _— - 118 7,811
Other textiles and

their products - - 17 99 10 61 - - —-— —— - - - — 177
Metals and metal

products = - - - - 45 888 96 164 —— - 830 - - - e &5 2,048
Chemicals and allied

productg = - = - = 42 262 &8 50 - 71 30 —— -~ - —- 13 498
Coal and coke - - ~ - 155 16 -~ —— - - - - - - —— - 171
Tobacco and manufac- )

tureg ~ - - - - - - - 490 436 200 - - 275 - - - - 226 1,626
Leather and its fin-

ighed products - - 3 63 ~— - —— - —— — - - - — 66
Miscellaneous -~ ~ -~ - 807 20,002 665 88 - p— 182 72 ——— e o 1,108 22,924

Total - -~ -~ 2,840 28,001 3,472 1,443 932 2,516 5,690 163 — - - £,052 47,115

TIIA

[a5aI 0 “uony
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COMMODITY CLASSIFICGATION OF
BANKERS' AND TRADE ACCEPZANCES PURCHASED BY EACH FEDERAL‘RESERVE BANK DURING OCTOBER, 19<1.

(In thousands of dollsrs)

Minnea~; Kansas

St ) San H
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: :+ New ¢+ Phila~ ; Cleve~ ; Rich- ¢ ) : : : : s :
: Boston : York :delphia : land . mond :Atlanta =-Chicago: Louls : polis City Dallas;Franciscqi TOTAL
Acceptances based on domestic transactions
COMMODITIES
Wheat and wheat flour 25 336 375 83 - - - - - — 40 51 910
Other foods and kin-
dred products - - - 395 950 957 312 1,291 52 3,940 120 — - - 336 8,353
Cotton - (unmanu-
factured) - - - - 3,989 751 809 190 551 1,270 200 27 - 732 100 50 8,669
Other textiles and
their products - - 484 433 564 138 - — — - - - 15 49 1,473
Metals and metal
products - - - - - 29 600 —— ebH2 - - 65 262 - - - - 1,208
Chemicals and allied
products ~ - - - - 423 308 4 350 — 45 - 37 - - - - 1,167
al and coke - - - -~ - 32 -— 241 - - - - - - - - A3
bacco and manu-
factures - - - - = - 9 - 27 - - 50 - - - - - 86
Leather znd its fin- '
ished products - -~ 37 - - - - - - —— - - - - 37
Miscellaneous - - = - 388 19,404 49 109 165 - 97 14 - 150 - 1,659 22,035
Total = = = = = §,770 22,813 2,558 1,702 2,007 1,367 4,352 460 - 88c 155 2,145 44,211
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Form No. 181.

/folce Correspo.

To __ Governor Harding. , AJY

1 ,,,_33 3

¥ .\ IHLE

2. v it

With reference to Mr. Harrison's letter regarding the menner of re-
porting sales of bankers' acceptances between Federsl reserve banks, I
desire to make the following comments:

The caption to which the Federel Reserve Bank of New York takes ex~
ception appears in the brief edition of the Federal Reserve Bulletin
(page 245 of July Bulletin). The suggestion is that the first caption
"Paper rediscounted with or sold to other Federal reserve banks ----" be
chapged to read "Paper rediscounted with or purchased by other Federal
reserve banks ----". It is evident that whatever obdectlon there mey be
to this caption would also avply to that used in the Board's weekly press
statement whenever one Federal reserve bank sells acceptances to another.
The caption "Paper rediscounted with or purchased.by other Federal reserve
banks" certainly could not be used on the liability side of the Board's
press statement, and to use it in the statement published in the Bulletin
would result in confusion, in thet the figures in the first 4 columns
represent paper rediscounted or sold by the banks listed, and not papér
purchased by such banks.

hen the Federal Reserve Bank of New York receives & request from
ancther Federal reserve bank to purchase acceptances for its account, the
New York Bank may either purchase such acceptances in the open market or
sell them out of its own portfolio. 1In either case the gold reserves of
the Wew York Bank are increased by the total amount of the acceptances
sold to the Federal reserve bank meking the request, and strictly speaking,
no portion of such acceptances should be included in our tables showing
inter-Federal reserve bank accommodation. It is very difficult, however,
if not impossible, to distinguish between acceptances sold by the Mew York
Bank from its portfolio at the request of other Federsal reserve hanks and
acceptances sold for the purpose of improving its reserve pos1tlon, s ince
the New York Banlk does not endorse acceptances sold to other Federal reserve
banks whether sold for its accommodation or at the request of other reserve
benks. We have experienced in the past considerable difficulty in making
totals of acceptances sold to other Federal reserve banks agree with totals
of acceptances purchased from other Federal reserve banks and if an attempt
is made to classify acceptances sold to other Federal reserve banks accord-
ing to whether or not they were purchased as an accormodation to the selling
bank, it is doubtful whether the Divisioniwrill be able under present methods
to obtain a balanged statement.

The diffichlty could be overcome if the New York Bank would adopt one
of the two following courses:

First, Enflorse all acceptances sold for the purpose of improving its own
reserve positibn and not endorse acceptances sold at the request of other Re-
serve banks. Or,

Second, Rediscount peper discounted for member bonks whenever it desired
to obtain accommodation for the purpose of improving its reserve position,

. ~“instead of resorting to the sale of acceptances.

In the latter case acceptances sold from portfolio would be entlrely

Digitized fo‘%ﬁﬁSER
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Authorlty E 0 lﬁ 50‘

July 22, 1921.

-To Governor Hardm g. Subject:

serve percentages.

1
4
3
3

and no account would be taken of such sales in calculating adjusted re-

In view of the fact that the Federal reserve hanks now hold less

than $25,000,000 of bankers' acceptances and that the reserve ratio of
the Federal Reserve Bank .of New York (the only one which has ever sold
acceptances to any extent for the purpose of improving its reserve posi-
tion) ranges around 70 per cent, it would seem that the necessity for
future sales of acceptances between Federal reserve banks for the purpose
f of obtaining accommodation is a remote p0531b111ty, end that, therefore,

i no material objection would be raised by the Federal Reserve Bank of New

York to the plan outlined above.

As no acceptances are at present under sale between Federal reserve

banks, the captions in our Bulletin will be changed to read "Bills redis-
counted with other Federal Reserve Banks - - =",

ances being omitted.

i »
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Fort, No. 131. 3 3 3, "'}L

FEDERAL RESERVE

Office Corresponuence = Date_omly 19, 1921,

To _ _ Mr. Smead. - AV Subject: Attached letter July 12th from .
From_______ Mr. Hoxtond '

= l_l?., G‘mrg‘ Iu mi”ﬁn—o o
2—84056

I recall that the subject matter of the attached leiter was taken

up with yon at the time of the last Governore' Confersnce and that you

mede a mmorandum relating to it. It seems to me that the two csapt ions

suggested by Mr. Harrison mean entirely different things, btut however

that may be, if you are in favor of the change, please get ont a notice

covering it. If you are not in favor of the change, Governor Harding .

desires that you speak to him gbout the msiter.

b
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FEDERAL RESERVE BANK

OF NEW YORK

. Dear Governor Harding:

You will no doubt remember that at the last Governors!
Conference there was some discussion with respect to the manner of
reporting sales of bankers' acceptances betweem the reserve banks.
It was thought that it would be very desirable to have the report
prepared in such manner as would not indicate that these accep-
tances purchased by another reserve bank at its own initiative would
be considered the same as a rediscount for the purpose of improving
the reserve position of the selling bank.

After some little discussion it was recommended that the
caption of the Board's statement, which now reades "Paper rediscounted
with or sold to other Federal Reserve Banks", be changed to read [
"Paper rediscounted with or purchased by other Federal Reserve Banks".
While it was, I think, appreciated that the distinction between these ||
two titles was extremely technical, it was felt nevertheless that the i
change in ocaption would perhaps prevent a misunderstanding, or at
least forestall comment to the effect that the statement as prepared
.by the Board clearly indicated that these figures represent the sales
made on the initiative of the selling bank rather than the buying bank.

No mention was made of this matter in the Board's letter
of June 10, 1921, X-3140 and I am, therefore, writing to ask what, if
any, action the Board contemplates with respect to this matter.

Very truly yours,

G. L. Harrison
Deputy Governor

Hon, ¥, P, G, Harding
Governor, Federal Reserve Board
Washington, D. C.

for Ty’
o T

n:

‘Lﬂ

.org/
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FEDERAL RESERVE BOARD
WASHINGTON

e,
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SUBJECT : ‘ments by the Federal Reserve Board of reconmenéations
-~ made by Governors of the Federal Reserve Benks at their
Conference with the Federal Reserve Board, April 12¢h to

15th, 1921.

{
o
st
S i r\\ e e

oL

W hes_examined the record of votes taken
by the Governors éfal Reserve Banks on the topics considered
at the €onference held in Washington, April 12th to 15th, 1921.

Those matters relating to fiscal operations and contemplating co-
operation between ths Treasury Department and the Federasl Reaerve System
will be taken up by the Board with the Treasury Department, and you will

| be advised of the results in dus course. .

| ’ With a few exceptions, the Board concurs in the recommendations
made by the Conference. The following metters are those which call for

* Board action or which require special comment. The paragraphs listed
refer by nunber to corresponding paragraphe appearing in the mirutes
preparsd by the Secretary of the Conference.

Paragraph 11: What arrengements sould be made in cases whére’

Federal Reserve Banks have presented to them Federal Reserve notes un-
sealed and unnumbered, but otherwise duly executed, which were apparently
stolen within the Treasury Department and circulated, in view of the advice
of the Treasurer that there is no provision for their redemption?

In view of the expression of the Governors at the Conference that
they would be willing to redeem, under certein conditions, incomplete
Federal Reserve motes as mentioned ebove in an amount not to exceed
$20,000 which msy be presented to the Treagury for redemption, the Board
has approved this action in order to prevent a possible discrediting of
the Federal Reserve note circulation. The Board has advised the Treasury
Department that the Federal Reserve Banks will redeem up to $20,000 in~
complets Fedsral Reserve notes with the understanding, however, that the
Federal Reserve Banks do not admit of any liability in commection with the

circulation of these incomplete notes and expect to be reimbursed ultimately
by the Government for these advances.
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The Board has further directed the Treasurer of the United States
to forward eny ircomplete Federal Regerve notes which he has redeemed to
the Federal Reserve Board's Division of Issue and Redemption, and has
advised him that after the necessary verification and proof, the Board
will reimburse him for the face amount of such notes up to $20,000. The
Board will then assess the Federal Reserve Banks the amount of such pay-
ments in the usual way, i. e., pro-rated on the basis of capital and sur-
plus. The notes will be held by the Board for delivery to the Treasury
when final disposition is made of the matter either through reimbursement
by the employees of the Department or by an appropriation by Congress.

Paragraph 39: 1t wes voted, (1), that a uniform practice be estab-
lished in each Federal Reserve Bank with reference to the shipments of fit
notes to other Federml Reserve Banks, the receivi‘ng bank to insure and pay
shipping charges; and it was voted, (2), that each Federal Resetve Benk
absorb the postage end shippifng chatrges upon all unfit Federal Reserve
notes sent by it to Washington for redemption, whether or not those unfit
notes were issued by another Federal Reserve Bank.

The Board is of the opinion that the above action should be more far
reaching and that the sending Federal Reserve Banks should absordb the cost
of all shiprments of Federal Reserve notes, whether fit or unfit, except
the cost of insurance, which should be borne by the receiving Federal Re-
serve Bank, as heretofore. It is felt that this practice would eliminate
many petty entries at the Federal Reserve Banks and that the expense would,
in the long run, be practically equalized. In view of the fact that the
Governors ! Conference considered this matter and took the limited action
above set forth, the Board is not inclined at this time to insist that the
practice as approved by tthe Governors should be extended, but suggests that
the matter be taken up for consideration at the next Governors' Conference.

The Boerd, therefore, approves the action of the Governors as set
forth in parsgraph 39 and rules that the said action shall be effective at
all Federal Reserve Banks beginning July 1, 1921.

Paragraph U47: It was voted that the Federal Reserve Board be re-
quested to advise the Federal Reserve Banks of its conclusions upon the
question of uniform indorsements upon inter-district cash and collection
items sent direct by member banks in one District to Federal Reserve Banks
in other Districts.

The Board has placed this matter in the hands of its General Counsel
and it is now receiving attention in cormmection with other matters of a
like nature which were referred by the last Governors' Conference to a
committee consisting of Mr. Harrison, Federal Reserve Bank of New York,
Mr. logan, Counsel of the Federal Reserve Board, and Mr. Walden, Federal
Reserve Bank of Richmord.
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Paragraph 52: 1t was voted, (1), that it was the sense of the
Conference that Federal Reserve Banks should adopt a plan whereby each
Federal Reserve Bank shell wire each night the amounts of notes of each
other Federal Reserve Bank counted and shipped by it, whether shipped to
Waghington or back to the bank of issue, credit for the amount of these
notes to be given by the respective banks of issue as of that date; and
(2), that the Federal Reserve Board be requested, with the recommendaiion
of the Conference, to consider the advisability and, if legally possibie,
the edoption of a plan whereby each Federal Reserve Bank may deduct fiom
the amount of its own notes outstanding the total emcunt of all Federal
Reserve notes held by it, those issued by other Federal Reserve Banks, as
well as its own.

The Board approves the first vote, as set forth above, and will deal
with the matter in & separate circular, in which circular an effective
date will be fixed. With reference to vote No. 2 above, the Counsel of
the Board is of the opinion that the adoption of the suggested plan to
permit each Federal Reserve Bank to deduct from the amount of its Federal
Reserve notes outstanding the total amount of Federal Reserve notes of
other banks held by it would contravene the provisions of Secticn "11(a)
of the Federal Reserve Act which requires that the weekly statement’
published by the Federal Reserve Board shall "show in detail the assets and
liabilities of the Federal Reserve Banks, singly and combined."

Paragraph 53: 1t was voted, (1), thet free wire transfers over the
Jeased wire system be limited to & minimum amount of $1,000, and that any-
thing below that minimum be transferred over commercial wires at the
expense of the member bank; and (2), that telegraphic edvices relating to
¢ollections be limited to a minimum of $100.00, and that advices relating
to collections below that minimum be transmitted over commercial wires at
the expense of the member bank.

The Board disapproves the above vote. It rules that free wire
transfers and telegraphic advices shall not be arbitrarily limited and is
of the opinion that the Federal Reserve Bank should handle personally and
individually those member banks which are inclined to abuse or meke e
nuisance of the privilege. ' '

Paregraph S4: It was voted that the proposed pension plan be ap-
proved and thet it be referred to the Federal Reserve Board for actiom,

" gubject to such satisfactory adjustment of the suggestions made by Senator
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Smoot as might be effected by the special committee appointed by the
Conference. ‘

Mr. Curtis of New York has prepared & bill for introduction to
Congress covering this matter. This bill has been approved in general,
except with regard to the insurance feature, by the Federal Reserve Board.

Paragraph £0: It was voted that the recommendetion of the last Con-
ference regarding the appointment of eligidility ccommittees in the gseveral
Federal Reserve Benks be affirmed and carried out by each of the Federal
Reserve Banks,-that is, that each Federal Reserve Bank appoint an eligibile-
jty committee which shall report to all other Federal Reserve Banks any
paper of genmeral circulation which it holds to be ineligible. )

The Board concurs in the above and fixes July 1lst as the effective

date for the aebove action.

org/
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Paragraph 63: It was voted that acceptances made by banks which
have defaulted or refused to honor their confirmed or irrevocable commer-
cial letters of credit be referred to the eligibility committee of the Fed-
eral Reserve Bank to which they are presented for discount or purchase,
for the ascertainment of the facts relating to the elleged default or dis-
honor; and if the accepting bank is found to be guilty of such default or
dishonor with respect to other credits, all Federal Reserve Banks be ad-
vised of that fact, with the understanding that such Federal Reserve Banks
will not purchase any acceptances of such a bank.

The Board disapproves the last sentence of the above gquotation,
since it is felt to be improper for the Federal Reserve Banks to enter in-
to any agreement in advance as to the paper of any particular bank which
they will or will not purchase; all such cases, however, should be immed-
lately reported to the Board.

Paragraph €7: It was voted that the TFederal Reserve Board be re-
quested to recommend an amendment to the terms of Section 5202 of the Re-
vised Statutes by eliminating the words "payable abroad® from the terms of
the Tth exception of that Section.

The above action has been approved by the Board, upon the recommend-
ation of its law committee, and the following proposed amendment has been
prepared by General Tounsel and submitted to Congress.

A BILL

To amend Section 5202 of the Revised Statutes of the United States.

BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES OF THE
UNI™ED STATES OF AMERICA IN CONGRESS ASSEMBTED, That Section 5202 of the
Revised Statutes of the United States, as amended, be further amended by
striking out the words "payable abroad" in the seventh exception enumerated
in said section so that said exception will read as follows:

"Seventh. Liabilities created by the indorsement of accepted bills
of exchange actually owned bv the indorsing bank and disccunted at home

or abroad."

Very truly yours,

Vice Governor.

To Governors of all Federal Reserve Banks.
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' OPEN MARKET PURCHASES OF BILLS OF EXCHANGE, TRADE ACCEPTANCES, AND

BANKERS’ ACCEPTANCES, UNDER SECTION 14, »
S / lo / 2|
e i,

Section 14 of the Federal Reserve Act provides that Federal Reserve Banks under rules
and regulations to be prescribed by the Federal Reserve Board may purchase and sell in the
open market, at home or abroad, from or to domestic or foreign banks, firms, corporations, or
individuals, bankers’ acceptances, and bills of exchange of the kinds and maturities made
eligible by the act for rediscount, with or without the indorsement of a member bank.

‘ I. GENERAL STATUTORY PROVISIONS.

II. GenERAL CHARACTER OF BILLS AND ACCEPTANCES EIIGIBLE.

The Federal Reserve Board, exercising its statutory right to regulate the purchase of bills
of exchange and acceptances, has determined that a bill of exchange or acceptance, to be eligible
for purchase by Federal Reserve Banks under this provision of section 14, must have been
accepted by the drawee prior to such purchase unless 1t is either accompanied or secured by
shipping documents or by warehouse, terminal, or other similar receipt conveying security
title or bears a satisfactory banking indorsement, and must conform to the relative require-
ments of Regulation A, except that—

(@) A bankers’ acceptance growing out of a transaction involving the importation or
exportation of goods may be purchased if it has a maturity not in excess of six months, exclusive
of days of grace, provided that it conforms in other respects to the relative requirements of
Regulation A, and

(b) A bankers’ acceptance growing out of a transaction involving the storage Wlthm the
United States of goods actually under contract for sale and not yet dehvered or paid for may
be purchased, provided that the acceptor is secured by the pledge of such goods; and provided
further that the acceptance conforms in other respects to the relative requirements of Regu-
lation A.

ITI. STATEMENTS.

A bill of exchange, unless indorsed by a member bank, is not eligible for purchase until a
satisfactory statement has been furnished of the financial condition of one or more of the parties
thereto.

A bankers’ acceptance, unless accepted or indorsed by a member bank, is not eligible for
purchase until the acceptor has furnished a satisfactory statement of its financial condition in
form to be approved by the Federal Reserve Bank and has agreed in writing with a Federal
Reserve Bank to inform it upon request concerning the transaction underlying theacceptance.

@)

WASHINGTON : GOVERNMANT PRINTING OFFTCE @ 19%1
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FEDERAL RESERVE BOARD.

WasHINGTON, May 6, 1921.

The Federal Reserve Board transmits herewith its Regulation B, Series of 1921, super-
seding Regulation B, Series of 1920, relating to open-market purchases by Federal Reserve
Banks of bills of exchange, trade acceptances, and bankers’ acceptances under section 14 of the
Federal Reserve Act. The new regulation is issued primarily for the purpose of permitting
Federal Reserve Banks until further notice to purchase in the open market bankers’ acceptances
with maturities not in excess of six months, which grow out of transactions involving the impor-
tation or exportation of goods. Heretofore three months has been the maximum maturity of
acceptances eligible for purchase by the Federal Reserve Banks. This amendment to the
Board’s regulation was recommended by the Federal Advisory Council at its conference in
February, 1921, and by the Governors of the Federal Reserve Banks at their conference in
April, 1921.

Two considerations have led the Board to take this action: (1) The desire to widen the
acceptance market by meeting the wants of savings banks and similar purchasers of bankers’
acceptances who are now deterred from investing in acceptances of longer than three months’
maturity, because of the lack of authority of Federal Reserve Banks to purchase longer matur-
ities up to six months; (2) to provide more ample facilities for financing import and export
trade with countries where either normal conditions or present abnormal conditions indicate
the desirability of rendering assistance by making acceptances of maturities not exceeding
six months eligible for purchase by Federal Reserve Banks. While the Federal Reserve Banks
would, under ordinary conditions, prefer to confine their investments to paper of short maturity,
that is, not exceeding three months, it is believed that the present emergency in the foreign
trade situation would be relieved by a more liberal practice. Vigilant care, however, should
be exercised by Federal Reserve Banks in purchasing acceptances of long maturities, in order
that the liquidity of the aggregate investment in acceptances held by them should not be affected.
In amending its regulation in the manner described, the Board looks to the good banking judg-
ment and discretion of the accepting banks and of the Federal Reserve Banks to avoid any
untoward results. To avoid misunderstanding, the Board desires to add that the results of
this widening of the investment powers of the Federal Reserve Banks will be followed closely,
with a view to such modification of its rules or amendment of its regulations as future develop-
ments may indicate to be necessary.

The Board has also taken this occasion to make another slight amendment to Regulation
B so that its terms will more clearly indicate the Board’s purpose in permitting Federal Reserve
Banks to purchase in the open market bankers’ acceptances growing out of the domestic storage
of goods other than readily marketable staples.

' W. P. G. HARDING,
W. W. HOXTON, Governor.

Secretary.
46490°—21 Y ‘
[ovER.]
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REGULATION B.

Series of 1921.
(Buperseding Regulation B of 1920.

OPEN MARKET PURCHASES OF BILLS OF EXCHANGE, TRADE ACCEPTANCES, AND
BANKERS’ ACCEPTANCES, UNDER SECTION 14.

1. GuNERAL STATUTORY PROVISIONS.

Section 14 of the Federal Reserve Act provides that Federal Reserve Banks under rules
and regulations to be prescribed by the Federal Reserve Board may purchase and sell in the
open market, at home or abroad, from or to domestic or foreign banks, firms, corporations, or
individuals, bankers’ acceptances, and bills of exchange of the kinds and maturities made
eligible by the act for rediscount, with or without the indorsement of & member bank.

TI. GexeraL CHARACTER OF Birrs AND AccEprrances ELIGIBLE.

The Federal Reserve Board, exercising its statutory right to regulate the purchase of bills
of exchange and acceptances, has determined that a bill of exchange or acceptance, to be eligible
for purchase by Federal Reserve Banks under this prov1s10n of section 14, must have been
accepted by the drawee prior to such purchase unless it is either accompamed or secured by
shipping documents or by warehouse, terminal, or other similar receipt conveying security
title or bears a satisfactory banking indorsement, and must conform to the relative require-
ments of Regulation A, except that—

(@) A bankers’ acceptance growing out of a transaction involving the importation or
exportation of goods may be purchased if it has a maturity not in excess of six months, exclusive
of days of grace, provided that it conforms in other respects to the relative requirements of
Regulation A, and

(b A bankers acceptance growing out of a transactxon involving the storage within the
United States of goods actually under contract for sale and not yet delivered or paid for may
be purchased, provided that the acceptor is secured by the pledge of such goods; and provided
further that the acceptance conforms in other respects to the relative requirements of Regu-
lation A.

III. STATEMENTS.

A bill of exchange, unless indorsed by a member bank, is not eligible for purchase until a
satisfactory statement has been furnished of the financial condition of one or more of the parties
thereto.

A bankers’ acceptance, unless accepted or indorsed by a member bank, is not eligible for
purchase until the acceptor has furnished a satisfactory statement of its financial condition in
form to be approved by the Federal Reserve Bank and has agreed in writing with a Federal
Reserve Bank to inform it upon request concerning the transaction underlying theacceptance.

@

WASHINGTON : GOVERNMBENT PRINTIN.Y OLFYCE : 1921
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FEDERAL RESERVE BOARD.

WasHINGTON, May 6, 1921,

The Federal Reserve Board transmits herewith its Regulation B, Series of 1921, super-
seding Regulation B, Series of 1920, relating to open-market purchases by Federal Reserve
Banks of bills of exchange, trade acceptances, and bankers’ acceptances under section 14 of the
Federal Reserve Act. The new regulation is issued primarily for the purpose of permitting
Federal Reserve Banks until further notice to purchase in the open market bankers’ acceptances
with maturities not in excess of six months, which grow out of transactions involving the impor-
tation or exportation of goods. Heretofore three months has been the maximum maturity of
acceptances eligible for purchase by the Federal Reserve Banks. This amendment to the
Board’s regulation was recommended by the Federal Advisory Council at its conference in
February, 1921, and by the Governors of the Federal Reserve Banks at their conference in
April, 1921.

Two considerations have led the Board to take this action: (1) The desire to widen the
acceptance market by meeting the wants of savings banks and similar purchasers of bankers’
acceptances who are now deterred from investing in acceptances of longer than three months’
maturity, because of the lack of authority of Federal Reserve Banks to purchase longer matur-
ities up to six months; (2) to provide more ample facilities for financing import and export
trade with countries where either normal conditions or present abmormal conditions indicate
the desirability of rendering assistance by making acceptances of maturities not exceeding
six months eligible for purchase by Federal Reserve Banks. While the Federal Reserve Banks
would, under ordinary conditions, prefer to confine their investments to paper of short maturity,
that is, not exceeding three months, it is believed that the present.emergency in the foreign
trade situation would be relieved by a more liberal practice. Vigilant care, however, should
be exercised by Federal Reserve Banks in purchasing acceptances of long maturities, in order
that the liquidity of the aggregate investment in acceptances held by them should not be affected.
In amending its regulation in the manner described, the Board looks to the good banking judg-
ment and discretion of the accepting banks and of the Federal Reserve Banks to avoid any
untoward results. To avoid misunderstanding, the Board desires to add that the results of
this Wldemng of the investment powers of the Federal Reserve Banks will be followed closely,
with a view to such modification of its rules or amendment of its regulations as future develop-
ments may indicate to be necessary.

The Board has also taken this occasion to make another slight amendment to Regulation
B so that its terms will more clearly indicate the Board’s purpose in permitting Federal Reserve
Banks to purchase in the open market bankers’ acceptances growmg out of the domestlc storage
of goods other than readily marketable staples.

W. P. G. HARDING
W. W. HOXTON, . . Go'uemor

Secretary.
46490°—21 Y
[ovER.]
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FEDERAL RESERVE BOAR ,.
133>

WASHINGTON i

X-3060
March 3, 1921.

SUBJECT: Monthly Summary of Local Acceptance Market Conditions.

Dear Sir:

The Board is informed that the American Acceptance Council
has requested each Federal Reserve Agent to furnish it on the 15th of
each month with a two hundred word statement of conditiong in the
local acceptance market. The Board is of the opinion that a study
of conditions in the local acceptance market is highly desirable and
that it would be well to include each month in the regular report of
business and banking conditions a summary of the situation with
respect to acceptances.

The Board believes, however, that the Publicity Departments
of the Federal Reserve Banks -should not act as agencies of private
organizations, even though an organization be one as useful and co-
operative as the American Acceptance Council. If this were permitted
it might be difficult to draw the line against other reguests and an
embarrassing situation might arise. The Board understands that the

" monthly reports will now be sent regularly to the Division of Analysis
and Research and would suggest that the information desired be given
to the American Acceptance Council by the Division of Analysis and
Research as soon as the monthly reports of business and banking con-
ditions are received from the several Federal Reserve Banks.

Very truly yours,

Govermor

TO ALL FEDFRAL RESERVE AGENTS.
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seleased for publication Sunday morning, rthuarx 27, 1921; not earlier.

S RESOURCFES AMD LIABILITIES OF‘ T %‘?DT'PAL RESFRVE BA"KS AT CLCS¥ OF BUSINESS FFBRUARY 25, 1921.

“I(I; : (In thousands of dollars)
— LIABILITIES : :
Federzl Reserve Paﬁi? — Boston New York Phila. Clevel. Richm. Atlanta Chicago St.louis Minn. Xans.Cy. Dallas San Fran.
" Capital paid in v b 7,859 26,458 8,584 10,897 5,305 W 021 14,067 L u67 3 U5 U Uoo
Surplus \D) tg;“ 15,711 56,414 17,010 20,305 10,561 . 8,343 28,980 €346 €980 9, 159 14 19% 202, 036
Goverrnment deposits 7,663 23,360 601 5 889 1,552 1,925 6, ,150 3 719 2,552 3, 39
Pue to members - reserve account 109, 737 655 730 108,186 11&8 l&'{e 56 973 f&}h 251 965 6 43, 296 7S, lll 163 1, 722 919
Deferred availadility items 36,655 79,110 Ub €96 51,359 37,236 18 698 56,316 33, 027 12,906 uj 83
* ar denosits including foreign _
_averrment credits 721 11,506 799 221 314 1 474 530 389 Lip
Total gross deposits U776 769,736 154,482 206,114 95,982 65,371 516,505 101,463 50, 143 126, 642 159,955 2, 279,019

T. . notes in actual cirecvlation 265,717 795,383 26¢C, 274 312 502 150, 218 165 28l Ug7, 763 122 g9gh 71,223 100, 195
. M. Barnk notes in circulation -

2143 143 3 051, 766
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net liabilitvy 16, 9l 37,798 12,052 20,853 9,231 12,791 31,383 7,562 6,688 12, 19h
A1l other liabilities 1,913 13,995  2.073 2318 1274 1.713 6150 139 1.38% 2.058
TOTAL TIARILITITS 462,919 1,700,784 U61, 475 572,989 272,571 257,523 89&,8&8 246,218 148 903 254, 738 162,3534&25,780 5, 861,101
Ratio of total reserves to nct deposit and F.R. MEMORANDA , ,
note liabilities combined, per cent  64.3 4o.5 53 .6 69.9 g .6 bo.7 50.3 54.2 43 .3 us.5

Contingent liatility as endorser on
discounted paper rediscountcd with
other Tederal Rsserve Banks - - - - -

Bankers' acceptances sold to other
™. %. Banks witlout endorsement - 23,962 - - - - - - - -

r

«ingent liability on bills purchased

for foreign corresvondents 1,168 8,100 1,280 1,312 784 576 1,904 752 432 768
_ . FFDERAL RESERVF VOTES OUTSTANDING AMD IN ACTUAL CIRCULATION
T. . notes outstanding 279,314 919,011 273,287 320, 146 156,124 171, 286 531 956 143,323 73,106 107,965
T. R. notes held by banks 13,597 122.628 13.013 16 64k 5,906 6,002 34 193 20,339 1,88 7,770
T, %. notes in actual circulation 265,717 79 g, , 583 260, 274 312 502 150, 218 165 28 u97 763 122,98M 71, 223 100,195
’ DISTRIBUTION OF BILLS AND U. S. CFRTIFICATFS OF INDERTFDNESS BY HATURITIES
Wit:hin 15 davs - 16 to 30 days 31 to €0 days 61 to 90 days Over 90 days

Bills discounted 1,455,023 222 558 397,788 283, 23U 37,651 2,39, 254
Bills bought in open market 63,335 yy , 213 4z 348 19,607 -
U. 8. Certificates of indebtedness g 32u iy , 407 9,036 5,350 234,393
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RECOMMENDATIONS OF THE YL A
FEDERAL ADVISORY COUNCIL 3
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FEDERAL RESERVE BOARD
FEBRUARY 22, 1921.

......

POPIC NO. 1.  Should the Board exercise the authority given it in Sectien
16 of the Federal Reserve Act and impose an interest charge agiinst Federal
Reserve Banks on the agount of their Federal Regerve notes outstanding,
less the amount of gold or gold certificates held by the Federal Regerve
Agonts as collateral security, and if so, what should the rate of interest

be?

Recommendatidn:
The Council voted unanimously in the negative. The Council is

of opinion that the drgument of oxcessive earnings should not impel the °
Beard to exercise its authority to impose an interest charge against
Federal Reserve Banks on the amount of Federal Reserve notes outstanding.
‘The Council believes that if én educational campaign is carried on stating
that the earnings of thé Federal Resérve Banks are used for the purpose

of reducing the amount of government bonds outstanding particularly the

Liberty Loan and Victory notes, it would dissipate any umwarranted
criticism concerning excesgsive earnings made by Féderal Resgerve Banks,
and that it would not be difficult to convince the people that the earnings.
of the banks could not be used to any better purpose.

 !n this connection, and with the same point in view, the Council
expresged itself unanimously against the proposition to permit the payment
of interest on member banks reserve balances with Federal Reserve Banks.
The high profits of the Federal Reserve Banks should not, in the opinion
of the Council, lead to the payment of interest on balances which in the
best interest of the system should be kept uninvested as far as may be
practicadble. If interest were paid it would act as a stimulant towards

kesping the funds of the Federal Reserve Banks invested and it might
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therefore interfere with the proper conception on the part of those in 1
charge of the Federal Reserve Banks, concerning their first duty to keep
the Federal Reserve Banks in a condition of maximum strength.
TOPIC NO. 2. Should the Board establish for the year 1921 a tentative.

limit for each Federal Reserve Bank on the amount which it may rediscount
with other Federal Reserve Banks?

Recommendation:

The vote of the Council was unanimously in the negative. The
Council?s opinion is that no limit should be placed on the amount which
one Federal Reserve Bank'may rediscount with other Federal Reserve Banks.
The Federal Reserve System is one and indivisible and not twelve independent
districts. The Council holds the view that the Beard should exercise its
own discretion and should not limit its own power of action by binding
itself to definite rules, which, with conditions varying in the several
distriocts and strongly fluctuating at this time, might fit one condition
and one period but might prove embarrassing in others. The Council believes,
however, that where Federal Reserve Banks are fairly regular rediscounters
with otﬁer Federal Reserve Banks their discount rates should not be per-
mitted to be lower than those.prevailing with the Federal Reserve Banks
granting the rediscounts.
TOPIC NO. 3. Should existing preferential rates on notes secured by
Liberty Bonds and Victory notes be continued?

(a) With respect to customers! paper rediscounted.
(b) With respect to member banks' 15 day collateral notes?
Recommendationt
The Council is of opinion that for the time being it may be

epportune to continue preferential rates on notes secured by Liberty Bonds

and Victory notes, both (a) in respect to customers' paper discounted, and
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(b) in respect to member banks! 15 day collateral notes, but such pre-

ferentiai rates should be discontinued as soonas it can be done advanta-

geously and without injustice.

TOPIC NMO. 4. Section 14 permits any Federal Reserve Bank under rules
and regulations to be prescribed by the Federal Reserve Board to purchase
and sell in the open market cable transfers and bankers acceptances and
bills of exchange of the kinds and maturities by thig Act made ellglble
for rediscount with or without the endorsement of a member bank,

Section 13 provides that "any Federal reserve bank may discount accept-
ances of the kinds hereinafter described, which have a maturity at the
time of discount of not more than three months' sight, exclusive of days
of grace, and which are indorsed by at least one member bank".

Counsel is of opinion that the words "of the kinds and maturities
by this Act made eligible for rediscount", in Section 14, apply only to
bills of exchange which therefore cannot be bought where they have a
mturity of more than three months, but that thev do not apply to bankers
acceptances and that congequently the Fedseral Reserve Board might legally
issue regulations permitting the purchase by Federal Reserve Banks of
bankers acceptances of six months' mturity. As a matter of sound
banking policy does the Council advise the Board to issue such a regulation?

«

Recommendation?

The Council voted unanimously to advise the Board that in its
opinion it should permit Federal Reserve Barks to purchase bankers accept-
antes drawn for the purpose of financing the importation and exportation
of goods having a maturity up to six montas, The Council understands
that the Baard has expressed its preference by ruling to have accepting

‘ banks, in cases where the transactions extend over a period in excess of
three months, grant acceptance credits in the form of acceptances rumning
as nearly as may be possible over the whdle period involved in the
liquidation of such transac£ions not to exceed six months, rather than
favoring the granting of acceptance credits extending over nirety days with
the privilege of one renewal. This ruling will force the accepting banks
to issue their'acceptances for periods in excess of three months, and it

is most important that these acceptances when offered in foreign marksts
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or in the United States should find a ready market and should not be

penalized by being offered as ineligible bills. It is claimed that the

open market might absorb these bills, but the rate for them in that case
would be so unfavorable, and moreover the confidence in their ready
salability would be so much weakened by the mere fact that the Federal
Regerve Banks wouid not be regular purchasers of this class of paper,
that it would seriously impair the ability of American Banks to establish
themselves in foreign markets as acceptance bankers able to compete with
England. In our opinion it is no more than logical and right for ins
Board to follow up its ruling with the granting of the power to Federal
Reserve Banks to purchase eligible accoptances financing the importation

and exportation of goods and having a maturity of from thres fo six moenths.

TOPIC NO. 5. Under authority given in Ssction 13 of the Federal Re-
gserve Act the Board has authorized member banks to accept drafts or bdills
of exchange having not more than three months sight to rup, drawn by banks
or bankers in Central American and South American countries for the
purpose of furnishing dollar exchange as required by the M"ugages of trade"
in those countries. Within the past few days the Beard has authorized
member banks to accept drafts in the same manner for danks or bankers

in Australia, New Zealand and other Australagian dependencies, having
received assurance that there is now a "usage of trade¥ in these de-
pendencies which requires dollar exchange. Will the "usages of trade'

‘in European countries likely lead to requests for the extension of these
privileges to those countries, and if so, what should the policy of

the Board be regarding such applications?

Recommendation:

The Council expressed itself umanimously in favor of endorsing
the Board's action in authorizing member banks to accept dollar exchange
drafts for banks in Auetralésia in addition to the authority already
granted them to accept in like manner for banks in Central and South
American countries. With respect to the question asked by the Beoard
whether such power should be extended to banks in Européan countries the
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Council is of opinion that this should not be dg?e. The Council does
not favor the granting of this power to countries where there exists a
system of a large number of highly developed banks of great financial
strength which could easily issue drafts for the purpose of furnishing
exchange to an extent which might become embarrassing to the Federal
Reserve System, and moreover it would appear impossible in these countries,
where stock exchange and {inancial transactions are highly developed, to
provide for safeguards which would prevent the abuse of facilities so
offered by financing stock exchange loans and other financial transactions
not directly involved in export or import operations; nor does it appear
that in the exportations of Europe to the United States there are regular
Seasonal movements which would warrant the drawing of finance drafts in
anticipation of exportations such as exist in the United States with
respect to cotton or similar crops. The Council feels that the power to
accept for the furnishing of dollar exchange should be restricted to such
Colonial countries and dependencies and countries on this hemisphere as,
after proper investigation, may seem entitled to the granting of the
privilege,

\
ADDITIONAL RECOMMENDATIONS

TOPIC No. 6
Recommendations

Resolved that in view of the grave economic conditions
abroad and the influence they will exercise upon the future trend of Ameri-
can commerce and trade it is the sense of this Council that it might be
advisable for the Federal Reserve Board to appoint a suitable representative
to visit European countries for the purpose of making a thorough first hand
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investigation and report of the social, economic¢ and financizl situation of

X-3054

those countries.

TOPIC NO. 7.

The Council wishes’to go on record again that in their opinion
the ofiice of the Comptroller of the Currency should be abolished and ihe
duties pertaining to this office should be taken over by the Federal Re-
serve Beard and that the number of appointive members of the Board be in-

creagsed from five to gix.

The Council favors the creation of the office of an Undsr-Secretary
of the Treasury in charge of financial matters who would take the place
of the Secretary of the Treasury as an ex-officio member of the Federal
Regerve Board, the Governor of the Federal Reserve Board, who would act
as its chairman, to be chosen by the Board itself from its appointive
members.

Regolved that the Executive Committes, or a subcommittee, not
exceeding four, of which the President and Vice President shall be members,
to be appointed by the President, communicate these views of the Council
to the incoming Secretary of the Treasury and to the chairmen of the
proper committess of Congress and that it point out the importance pending
the proposed legislation, of appointing a comptroller of the currency who
could qualify as a member of the Board in case amendments on lines as
proposed should be enacted.

Resolved Further That the executive commitfee or said subcommittee
be hereby authorized and instructed te take such further steps to aid

in the attainment of the aims above outlined as it may deem proper.

|
l
l
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TOPIC NO. 8.
With respect to discount rates
Council does not favor at this time the

rates.

TOPIC NO. 9.

X-305L

it was Resolved that the

reduction of any discount

The Council suggested to the Board the cancellation of the

rediscount rate for bankers acceptances.

Regdiscount rates for bankers

acceptances now in force appear inoperative and anomalous in their

relation to one another and to the open market fates for bankers accept~

ances.

A rediscount rate for bankers acceptances, if established at all,

should logically be higher than the open market rate for such paper,

TOPIC MO, 10.

The Council urges upon Congress the necessity of the immediate

eractment of legislation authorizirg the Treasury to pay over to the

railroads the sums due them, obviatirg the delay in those payments

which at present seriously hampers the entire banking situation.

org/
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FEDERAL RESERVE

ioifice Correspom,ence ZT,YV)  Dau_Decomber 28, 1820,
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Mr, Koaman " I s T

S %«’ P—rl

In acoordance with your request I submit hernithxt’?/// 7/ i
replies to Board's letter (X.2064) of November 9th, en the Mtbjeot

of "Broadening the Market for Bankers' Aocopt.anon

nm Tw -

There has been a considerable amount of educational work done
in this distriot toward a wider distribution of dankers acoeptances,
especially with the cut.of-town bankers by personal contaot through
our oppartunity to talk with them in this offise, We have been
oonsistent advocates of bankers acceptances as a seocondary reserve
and have never migsed an opportunity to foster their use.

At & forum meeting of bank men held recently in Boston, the
subjett under discussion was bankers acceptances and was direoted
by & praminent bank offieial, This undoubtedly reached some bankers
who had never been buyers of bills, This work of bill dealers has
been extensively and intensively oarried on by literature, letters
and by personal soliocitation,

One of the most successful means of extending the market has
been cur l6.day repurchase sgreement which has enabled the bill
dealers to carry more! extensive portfolios and theredy attiract more
buyers.

Savings banks and trust companies are buying in increasing
volume and are encouraged by bill dealers through their willingness
to teke bdack bills preoviously sold at any time,

As to figures, it is vorthy of note that in 1919 at this season,
we were carrying in our own portfolio approximately $34,000,000 in
acceptances and were not exceptionally free buyers owing to our
reserve position at that time while now we hold but $20,000,000 and
are taking up the current heaviness in the distriot, as well as buy-
ing some bills that come from other distriots.

ACCEPTANCE LIABILITY ON NOVEMB'R 15, 1920

FE¥_ENGLAND
National Banks . -~ 51,897,000
Member Trust Companies 22,686,000
Kon-Member Trust Companies 2,172,000
Other Corporations 10,183,000
Total 86,948 =(IQO
Acceptances held by Banks

Held by F.R.Bank of Boston 23,966,000
Held by National Banks 23,463,000
47,448,000

Aoceptance liability November 17, 1919 109,735,000
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PHILADELPHIA

In the last six months there has been a great inocrease in the
amount of bankers' bills purchased by the banks in this distriet.
Previcus to that time, on account of the large borrowing fram this
bank by member banks, nothing was done to encourage the purchase
of scceptances, on the contrary all our efforts were directed to
offecting the liquidation of loans by our member benks for the
purpose of reducing their borrowings here, but since the change
occurred in our condition we have been endeavoring to heve banks,
that were not borrowing fram us, use a portion of their funds feor
the purchrse of bills, in which endesvor we fesl we have been quite
successful.

In order to enlarge the market and insure a sufficient supply
to meet the demands, we belisve it will be necessary, in the near
future, for us to arrange to carry several millions of dollars eof
bills which could be bought from us at any time by those dealing

in such bills, This would prevent delay in filling orders for the
purchage of bills and make investing in them more attractive to our
banks,

. We hope, in the near future, that there will be a law passed
in this state permitting savings funds to invest in bankers bill,
This would enlarge our market very much.

¥hen there is a further improvement in the condition of our
banks we expesot to make a more systematic effort to interest them
in the purchase of these bills, and believe we will find & market
in the district for many millions of them unless the rates should
go too low,

CLEVELAND

Otis & Oom?m » Who have established a department for the hadd-
ling of bankers' acceptances in this district, and who makes the bulk
of the sales, reports a turn-over of a $1,000,000 a week, They esti-
mate that the New York sales are $n the same amount throughout this
district., The demand for acceptances has doubled in the last six
months,

Wherever the opportunity is offared, our officers have suggested
the desirability of bankers' soceptances as a secondary reserve., %e
have also beought to the attention of the country banks the additional
desirability of these acoeptances to banks that have not established
an extensive oredit department in that an _unexpected increase in funds
may be safely put to work without loss of 't ime,

Our vepresentatives from the Bank Relations Depertment are asked
to report on all banks that are visited as to whether bankers' accept.
ances are purchased, This means that the representative oalls to the
attention of the visited bank the subjeot which often results in re-
quests for advice and information, The information is given that we
will purchase bankers' acceptances for their account if the nsme of the
accepting bank is given and charge their acoount with us, and either
hold the acoeptances purchased in our Custodies Department or forward
to them as instructed,

It is not unusual for the representatives of the Bank Relations
Department to be given aococess to the books of the member banks, In cases
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where these banks show unusual amounts of uninvested funds, it is
suggested that these funds might well be invested in bankers' acocept.
ances.

Our Bank Helations Depamam has probably done more towards a
wide distridbution of bankers' acceptances than any other wehicle that has
been used, and we are daily receiving requusts from small institutions
to purchase acceptances for their oredit, The saghregate of this amount
is not yet large, but is growing, and it is not unusual to have several
such requests in one day,

- Muoh of this same information is given to non.member banks through
addresses at group meetings, conferences and whatever opportunity offers.
It 1s possible, however, that something more could be done to enoourage
the sale of acceptances among mon.member banks, but I am afraid that an
active sampaign through the medinm of the Federal Reserve Bank of Cleve-
land might be resented, To further the sale of acceptances, the Federal
Reserve Bank of Cleveland has arranged with Otis & Company to carry on
a repurchase agreement, purchases to the amount of $6500,000. Aextndbe

e xhicksxiakkaxy This firm is now able to turn
this amount twice each week.

It is probeble that if a company (not an aceepting oampany) were
formed with sufficient oapital to ocarry a larger smount of acoceptances
than the looal dealer is willing to do, and to secure the cooperation
of banks through the distrioct by forming acceptance syndicates, it would
be porsible to materially ircrease the market, but it is doubtful if the
time is yet ripe for such a company.

It was thought that the methods pursued by our Bank Relations De~
partment were the most effective meens that ocould be used, and that the
results have jusfified this opinion. '

RICHMOND

We have adopted and until this time followed the practice of pur-
chasing accoptances direct from the aoccepting banks because, first,
there is not enough money seeking investment 1n this distriet to
properly establish an open market for bankers' acceptances and, second,
it is our wish and purpose to keep in the closest possible touoh with
the acocepting banks,

We recognize the fact that as a general rule the acceptances pur.
chased by a Federal Reserve Bank should have the endorsement of some
bank other than the acogpting bank but until the conditions in this
district make it possible to establish an open market we will continue
our practioce of purchasing from the accepting banks, :

Sinoe steps have been taken to eliminate the use of bankers' accept-
ances for commodity loans, the aoceptance business has gravitated from
the smaller banks toward the larger institutions.

Our holdings of bankers' acceptances have decreased gradually from
$11,280,000 in January 19820, to $5,710,000 in November 1920. There is
sone indioation that aoceptanoes matud of boing offered to us are sold
in the open market or sold directly to other banks; but as these have
not been offered to us for rediscount, it is impossible for us to esti.
mate the total amount of acoeptances in existence,

Due to the increased exportation of grain through Baltimare, the
Baltimore banks heve carried a larger amount of bankers' acoeptances
as investments. We know that this me been done to a oonsiderable ex-
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tent but we have no data from which to estimate the total volume,
Recently our Baltimore Branch reported inquiries from scme Mary-
land und West Virginia banks s to whether we oould supply them with
bankers' aococeptances fram our portrolio or whether we ocould invest
surplus funds for them in bankers' acoeptances to be bought by us in
the open market, Both these proposals were rejected, Ve did,' however,
advise thele banks of several reliable note brokers who deal in
bankers' aocceptances from whom they oould obtain these’ investments, J
We will also purohase acoeptances for the aococount of any hank provided
they wire us the request and specify the banks whose acceptances they
wish us to purchase, The Richmond office also follows this practioce,

ATLANTS

There was very little business being done in this distrioct re-
lative to bankers' accepiances, due to the fact that all of ocur member
banks are very largely loaned up in taking care of conditions whioch
have arisen from the non.marketing of the orops, and that e of the
banks are in position to buy bankers' acceptences at this tide,

Ve have been endeavoring tosducate our member berks to the pur-
chage of bank acceptanoes, and last spring same business was done in
this direction when the banks had idle funds, I believe that we would
be enabled to broeden the market when like ennditiona return; but under
present conditions, there is very little opportunity of broadening
the market on bankera aocgeptances in this distriot,

CHICAGO

I have been informed by three of the principel bill dealers in
Chicago that the market has improved greatly during the last year, snd
that the volume of sales and distribution is showing a steady inorease,

Comparative sales made nmonth by month during 1919 and 1920 show
an increase this year of well over 100% in volume, and 150% in the number
of purchasers. Many corporations and individuals are now buyers of bills,
and this is an encouraging feature in' the development of the market,

part in the development of the market has been to grant the
dealors lines of oredit through repurchase agreements whereby we carry
the bills for a period of fifteen days or less for the same rate that
they pay for them. It is also our practice to encourage country benks

"which are in funds to purchase acoeptances.

Our traveling representatives in the Department of Member Bank Re
lations have been encouraging all banks whioch are not borrowing heavily
here to purchase bills, and the dealers inform us that a large number
of the orders they receive are the result of lolicitation on the part
of our representatives,

The dealers are well satisfied with the pro;reu that has been
made in the development of the market during the year, especially in
view of the etrong demand for funds which has prevailed every since
the early part of the year,

ST. LOUIS

In this district, as the larger banks that are familiar with ac-
ceptances traneactiom have not had surplus funds to invest, the mare
ket for benkers' acceptances has been wery quiet for the past eight or
ten months. In the Northern part of this distriot there are scme smaller

banks that have had surplus funds, but as yet we have not sucoeeded in
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purchase oommercial paper at eight per cent, Banks in the Southern
portion of this Distriot, partioularly in Hemphis and Little Rook,
normally have surplus funds to invest in the spring and summer months IR
but due to the unusual conditions this year these banks have not had
surplus funds to invest.

However, in spite of our reserve position we have maintained a
market for bills in this distriot. ¥With a view of encouraging St,
Louis banks to mooept, we have freely purchused or rediscounted or
oarried for brokers, bills oreated by St. Mouis Banks,

%e oould have handled a larger volume of bankers' acceptances
had wo been willing to permit member banks to exchange indorsements
and sell each other bills to this bank, This praotice has seamed
unwise to us, particularly st this time, especially as it would have
s tendency to discourage the inter-district distribution of ¥Wills,
which we believe desirable, ’

. With a view of maintaining an open market and in an effort to
encourage the purchase of bankers' acceptances, we have maintained a
preferential rate of discount for indorsed bills which hcs been used
from time to time by banke who were not borrowing in excoss of their
basic lihe, We have also maintained a rate for the open market pure
chage of suoh bills and bills bought by us under this rate have not
been ocounted in the selling bank's line of eredit, nor are they subject
to our progressive disocount rates.

We have at all times allowed brokers to oarry with us under a re-
purchagse agremment any bllls whicli they could physically deliver to us,
Ve have required them to sell bille in this Distriot or ship them to their
correspondent within ome fifteen day poriod, Under this polioy it seems
diffioult for dealers to oarry of varied assortment of bills to emable
them to maintain the maturity requirements of their ocustomers, It is our
understanddng that in some of the distriots two fifteen day periods are
allowed to brokers at times and that this helps the situation., It per.
haps might be well for us %o consider a chenge of polioy along this line
when we get in an easler rescrve position, We are emocouraging dbanks to
oreate their avoeptnnces in small smounts, as there are a nurmber of banks
in this Ristriot which we believe could buy bills if they were in denomi-
nations of $2,500., $6,000,, or $10,000,, instead of in larger units.

MINNEAPOLIS

Our officers have spent considerable time, with purchasers of ocom-
meroial paper, pointing out the advantages of bankers acceptances,
We believe some progress is being msde toward broadening the market
in this distriot in order to introduce this type of paper, ¥We have in
cne or two eases sold direot to country banks. In most cases we have
been encouraging oountry banks to purchase direoct fhrough bill brokers,
Ve have an agreament with one brokerage condern for the purohase and
release of barkers' acceptances under which they take baok from
us acceptances in small dencminations as they have opportunity to place
them with banks in the country, Most bankers in this section are un.
familiar with bankers' acoeptemoes and it will take some time to educate
them, I

EANSAS CITY

The bankers of this district have dealt in acoeptances only to a
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limited extent. The principal part of outside paper purohuod by .
banks of this district ii pegresonted by commercial paper; and on ace
count of long practioe they are slow to change their investments from
this kind to that of acceptances, However, the banks have not had a
surplus of funds for outside investment in this distriot for the past
year, and the Federal Reserve Bank of'mna City has done very little
to encourage them t¢ purchase bankers acocsptances on that sccount,
and 1 feel it useless to btring this matter specifically before them
until greater liquidation has been affeocted,

It is our opinlom that these aocopumces are purchased by no
one in this district except the banks., HNo doubt, the Federal Reserve
Bank can assist in droadening the market for investments of this kind
as soon as the investihg public and banks ere in position to absord
more than the local demand.

DALLAS

Ye have undertuken, as far as praoticable, to enwvourage the use
of henkers' acoejtances and their purchese by actual invostors inm this
district, withaut, howaver, attaining any very large success, Here-
tofore, we have, too frequently I think, bought from banks their own
acceptances at our ocurrent rate. Ve have given notice, however, of the
discontinuance of this policy and of our umrillingness in the future
to accept unondorled 'bills, which wil) tend still further to limit the
purchese of bankers' acoeptances by thla bank, In fect, our entire .
investments in bankers' accaptances at this time amourts to only
$215,000.00.

' Quite a few of the banks in the country have issued their accept-
anoes and have been able to place same among the small looal banks in’

moderate nmounts, In respest to some of the largest banks in the dis-
trict, their ucceptances have been offered fnd sold in New York and
other cities,

The whole proposition of bankors' acceptances in this district is
in its most rudirientary status and very little has been done gmnerally
to extend the use of this form of credit, Undoubtedly, a campaign of
education is very much needed to broaden the mocceptance market in this
district. I am inclined to believe that our present policy of refusing
to acocert unendarsed bills will have the effect of imposing on the
accepting banks the necessity of seocing that a broader market is made
for the acceptances, which will probably bring about a broader distri.
bution of thems

SAN FRANCISCO

Interest in this distriet in bankers' acceptances confined pri-
marily to banks in large cities. Although few of these banks have at
present surplus to invest, broadening of market is indicated by com-
parative statement of acoeptances of other banks held by national banks
in Federal Reoserve and Branch cities given belaow:

November 16, 1920 November 17, 1919

el

S5an Prancisco 2,668,956,42 681,860, 14
Los Angeles 201,960, 00 none made
Portland 2,638,988,086 6,227,896, 36
Seattle 2,786,848, 82 1,526,928, 73
Spokene none 878,184,17
Salt Lake City none rione

TOTAL 8,2886,740,20 8,114,148, 39
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Although holdings in rortland show considerable decremse, ono rortland
national bank reports that it and its affiliated savings bank hos pur- ‘
chased 14,840,000 bankers' acoeptances in 1920 as compered with 4,587,000 ... :
in 1918.

Federal Reserve Bank of SanFrancisco is carrying most of bankers'
acceptances created in this oity. Most smaller banks in this distriet
are not purchasing acceptances, either because exscuted in amounts too
large for them to handle or because unscquainted with acceptanoss and
their advantages,

We have followed no definite program of further bankers' accept-
anoces in this dilxiot but officers of this bank have discussed, with
banks having surplus funds, advidability of investment in acoeptances
and have discussed this subject at group meeting of bankers association,

In 1919 it was proposed to extend investment servioe to member banks

by offering to sell them bankers' acceptances from our portfolio but
inauguration of this plan was deferred following receipt of your tele-
gram of February 19, 1919, stating Board is not prepared to endorse

such policy. Subaraquant to receipt of your letter August 25, 1920, stating
that Fedsral Resesrve ¥ank may sell aocoptanoes which it holda in its
portfolio, we have sold 2,214,000 bankerl acceptances to seven banks

in this distrioct,

As soon as liquidation has progressed somewhat further in this dis-
trict, it is planned to attemyt to secure wider distribution of holdings
of aooeptanoes and the knowledge concerning them by writing series of
letters Lo banks in this district drawing attention to character of acscept
ances, #dirisability of purchesing them and offering to 8eil acceptances
from our pertfolio,
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W. %. Hoxtom, Esq.,

Secretary, Federal Reserve Board,

Washington, D. C.
Dear ¥r. Hoxton:

I learned by telephone Saturdsy noon thet the
memorandum on our development of the acceptance market
had been prepared fer some time and had bsen held ewait-
ing submission to me, so that I myself was unwittingly
responsible for your not having received it earliéf.

Yours very truly,
D

Pierre Jda
Chairman

PJ:R

ederal Reserve Bank of St. Louis
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FEDERAL REZSERVE BANK
OF NEW YORK

n 3 N 5" 18 S

OFFICE CORRESPONDENCE pate  November 30, 1cZ0
1o Mr. day, svmecr. Fo Re Bd. letter X-2054, Nov. 9,
R. M. C'Hara, 1620 - "Broadening of market for bankers

FROM. R

acceptances™.,

Attached hereto is & stuatement {Exhibit &) of the purchases and cales of
bills by the acceptance deulers for the six months period ended November 13, 1920.

This statement shows not'only the dealers' total sales and purchases, but also the

total amounts purchased from the various sources &3 well as the total amounts sold

in their various outlets. It will be noticed that out of sales aggregating $1,042,541,000.
during thic period, exelusive of those to us, $690,963,000. was sold to banks and other
investors in New York City. No statisties are available with regard to the amount of

gsles in the Second Distriet outside New York City, but of the three largest dealers,

one estimates roughly that approximately 25% of their out of town sales were made in

the Second District, another estimates 6% and still another about 1%. Were we to take

a rough average of 10%, it would show aggregate sales in the Second District of about
$726,120,000. cut of total sales of $1,042,541,000.

I also attach a statement (Exhibit B) showing the outstunding acceptance
liability of the national and State banks in the Second Distriect, and zlso the aggregate
amounts of acceptances of other banks held in the portfolios of our member banks upon
the dates of various calls from March 4, 1919, to September 8, 1920. It will be noticed
that in eighteen months the number of banks in thie district who held acceptunces of
other banks incressed from 40 to 174. Statistics are not available to show the aggre-
gate amount of bills held by other than member banks. OT such banks, however, savings
banks have been probably the largsst investors, and we learn that on June 1, 1920,
fifty sevings banks in New York State held approximately $30,000,000. in bills. On
July 16 the number of savings banks had increused to 69, with sggregate holdings of
about $66,700,000. Their investment in this class of paper is at present probably

over $70,000,000.
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FEDERAL. RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE oare. November 20, 1920.

Nr, Jay,

TO e e SUBJECT — - e

R. M. O'Hara. o

FROM

The marksd increase in the number of member banks in this district which
have become purchasers of bankers acceptances is due in large measure to the efforts
of this bank. Early in 1919 we commenced an active campaign to bring to the attention
of our member banks the value to them of bankers acceptunces as a safe, liquid and
profitable investment for their surplus funds, and to offer our services in making
purchases of bills for their account. 1In September, 1919, our Member Bank Relations
Department also made itpart of their regular program to bring the matter of investment
in bankers acceptances to the attention of our country members during their visits to
them. Much credit is due to their work in this connection, which has materially helped
in producing very gratifying results. In addition to the work of our Member Bank
Relations Department, investment in bankers ac-eptances has been made for a considerable
time past one of the topics at the group conferences held from time to time at this bank
with our members. During luncheon at these conferences one of our officers addresses
the visiting officers of cur member banks on the subject. After the conferences, follow-
up letters have_been written to the banks represented, in which an ouﬁline is given of
the character of bills which are offered in this market and the services which we render
to our member banks in making purchases for their account. In addition to this, we take
advantage of every appropriate occasion to recommend investment in bankers acceptances
“to the individual officers of our member banks when they ars in this office on other
matters of business and when the question comes up with regard to the most advantageous
menner in which to invest their surplus funds. Furthermore, certain of the officers of
this bank have been called upon from time to time to deliver addresses before various
gatherings of bankers upon the subject of acceptances and the discount market, and have
on such occasions taken the opportunity to call attention to the value of bankers accopt-

ances as an investment. This bank has also through its officers cooperated closely with
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the American Acceptance Council in ite extensive program to educate bankers and other
investors in genseral on this subject.

As an indication of the success which we have attained in siucating our
member banks to invest in bankers acceptsnces, at the beginning of the year 1919,
practically none of our members was purchasing this form of paper. During the year
1919, we purchus=d acceptances for account of thirty-eight of our member banks in an
aggregate amount of approximately $4,000,000. Up to the present time, this year we
have made purchuses of acceptances aggregating approximately $36,681,000. for 209 of
our members. Our service in this connsction comprises the initial purchases of the
bills, which in practically all cases bear good buanking endorsement and in all other
respects are of the same character as those which we purchase for our own account.
Purchases are made at the risk of our member banks at the current open market rates,
and the cost of the bills is charged to their reserve accounts. ©Schedules showing
the complete dstails ars sent to them. The acceptances are usually held by us for
collscticn and the proceeds credited to the accounts of our member banks at maturity.
In cases where our members reguire funds before the maturity of the acceptances which
they hold, while we make no definite commitment to purchase, we usually do take the

at our regular rates for bills of like character =znd maturity

bills ourselves/and credit the proceeds. In addition to our efforts among our country
members, we have tuken advantage of every occasion which has arisen to encourage our
member banks in this city to purchase bankers acceptances as liberally as possible,
calling the atiention of particularly those banks which have not been purchasers of
bills, but which have had outstanding acceptance liability, that their duty as acceptors
wss very clearly that they should also be buyers.

In addition to having encoursged our member banks to purchase acceptunces,

we have also endeavored to have particularly our New York members adopt the practice
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of lending funds to the acceptance dealers at rates suffisiently favorable to enable
them to earry their portfolios without loss. In August, 1918, a very acute situation
developed here with regard to the acceptance denlers. Heavy offerings of bills in the
face of little or no demand extended their portfolios to compuratively large amounts.
Fe bl Soom. LJf B

At that time the dealers' cerryimgz rate was sppmewessbely & /% diseount in the face
of call money against securities at 6%. While some of the dealers were able to obtain
moderate loans against their bills from one or two of the banks in the city at a favor-
able rate, they were obligsd to borrow a large portion of their requirements at the
regular call money rate. As a result they were sustaining a substuntial loss in carry-
ing their portfolios and arrived almost at the point of withdrawing from the business.
This bank czlled a conference of a number of the larger banks in the city to see what
might be done towards the extension of loans by th=s banks to the dealers agains£ their
bills. As this led to little or no action ;n the part of the banks, we ourselves re-
lieved the dealers' position by making substantial purchuses of bills from them at a
favorable rate, under their agreements to repurchase them from us within 15 days at the
same rate. Shortly after our action, Messrs. J. P. Morgan and Company made substuntial
loans also to the dealers at a preferential rate, und shortly thereafisr several other
banks and bankers adopted the same policy. The supply of cutcide money, however, has
frequently not been in sufficient volume to meet the dealers' requiremsnts, and they
conseyuently have had to lean juite heavily upon us at times. While our efforts in
this respect have proved very helpful to the market, much has still to be done towards
incressing the supply of outside funds available to the dealers with which to carry
their portfolios. Of this more will be said later.

This bank practically since its estublishment has directed its efforts at
all times toward the development of & brecad, open discount market, and our policy and
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practices cznnot be better described than in the able replies to the Board's recent
questionnaire by ¥r. Paul M. Warburg on the "Practiczl Problems in the Development of
Bankers Acceptances", which was published in booklet form by the American Acceptance
Council. We have at all times extended an mctive support to the bill market both in
our purchases of bills from the dealers as well as from our member bsnks and other
banks and bankers who have qualified their endorsement with us. In making purchases
from the dealers, we have had in view at all times the development of a larger and
wider distribution of bills, and we have constantly encouraged them towards greater
selling effort. We have endsaveored to take from them no bills which we believed could
be sold in the outside market and have purchased from them as far as possible only bills
of comparatively short maturities and in such volume as appeared to be absolutely
necessary to relieve their position when the outside market wuas not absorbing bills in
volume egual to the supply. Bills, however, which have come through the market and
which have been offered to.usbby our member banks and by other banks and bankers who
have gualified their endorsement with us, we have fuken freely with their endorsement
in the endeavor to establish firmly the confidence that the bankers acceptance is an
instrument of the most liquid character.

While & good deal has already been done to develop the discount murket, there .
iz mueh »hich may be yet accomplished to assist the further development of sales of
bankers acceptances within this district and throughout the country. In thie regard
the following lines of action are suggested:

(1) More liberal and more uniform laws governing the investment by insurance
compahies and savings banks of their surplusbfunds in bankers acceptances,
As & specific instunce, permission to New York State savings banks to buy

bills of institutions other than those of banks, national banking associ-

ations or trust companies incorporated under the laws of the State of
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New York or under the laws of the United Stutes and having their
princip&l places of business in the State of New York. Under the
present léws of New York State, while savings banks may purchase
acceptunces of the smallest banks in New York State, they are not
permitted to purchase the acceptances of any of the great banking
institutions located out of this State. It is self-evident that
this might very properly be corrected. Furthermore, with regard

to life insurance compsnies, under the laws, for instsance, of New
York State, such companies are not permitted to purchase bankers
acceptances., 48 is well known, the purchasing power of insurance
compsnies, particularly that of life insurance companies, is very
large, and the aggregate amount of funds which they usually maintuin
in licuid condition and which, therefore, could be and we believe

to a large extent would be invested in bankers acceptances would

be of great assistance to the market. The aggregate resources at
close of year 1919 of the life insurance companies of New York State
alone were $3,233,570,755. and their cash on hand was $42,837,129,

(2) The estublishment of a system of term settlements for security trans-
actions on the various stock exchanges throughout the country. This
has already been made the subject of a favoruble report by a committee
appointed by the New York Stock Exchange to study the question., While
no definite action has yet been taken, it is hoped that some such plan
may be worked out within a reasonable time. This suggestion, however,
is made with some reservation, in view of the fact that we have re-

cently been informed that the London Stock Exchunge will probubly not
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return to their former system of term cettlements, but will continue
its practice of daily settlements which was adopted after the outbreak
of the war; that the feeling has become somewhat pronounced in London
financial circles that to return to a system of term settlements would
be & retrograde measure.

(3) The establishment of a more geperal call money market against bankers
acceptances. Looking to the development of the discount market and the
widest possible distribution of bills, it is of fundamental importance
that the dealers should be &ble to carry large and diversified port-
folios, to the end that they may supply investors with the particular
amounts, names and maturities which may be desired. In order that the
dealers may carry such portfolios, it is absclutely necessary that they
ghould be zble to obtain at all times a plentiful supply of funds at
favorable rates. This is of the utmost importsnce and every effort
should be made toward this end.

As indicated in the foregoing, the dealers have experienced in the past and
are still experiencing considerable difficulty in obtaining from the banks in New York
a sufficient volume of call money at preferential rates. I believe, however, that
there is at practically all times here & more or less large volume of out of town
money held by New York banks under instructions to lend it on call against stock ex-
change securities., We have been informed that there has recently been & considerable
volume of funds offered on the exchange which could not be placed, owing to its being
restricted to securities as collateral. At the ssme time, the bill dealers here were

able to obtain their requirements only after considerable difficulty. It is thought
thut all that would be necessary to relesse such funds to the dealers would be to inform
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out of town lending banks of this condition, tn the end that in placing money with their
New York correspondents to loan at esll, they stipulate that the funds are to be loaned
against either securities or bankers acceptances. %e believe that out of town banks
would usually be quite willing and in some cases prefer to have their funds loaned
“againat acceptances, particularly at times when money against securities is practicsally
unlenduble, as it was for several days recently and frequently is in normal times. It
ie suggested, therefore, that the banks throughout the country be informed through their
respective Federal reserve bunks or through the American Bankers Asscciation or both
that there is in New York a call money market against bankers acceptances as well as
against securities.

This situation might further be assisted by the Federal reserve banks using
their influence with their member banks to accomplish the desired result. It has also
beén sugrested that the Federal reserve banks should extend their services in loaning
of funds against acceptances for account of their member banks, and that a plan be worked
out under which we, for instance, would place such funds with the acceptance dealers here
ageinst their bills, under instructions from any Federal reserve bank for account of one
of its members. This might be a desirable service for Federal reserve banks to render
until such time, at least, as there may be & sufficient volume of funds available to the
dealers at favorable rates in the outside market.

%(4) Encourage Qhe issuance of ascceptances in well assorted denominations, say
$5,000., $10,000. and $25,000. The ultimate breadth and stability in the
demand for bankers acceptances, we believe, will depend in largs measure
upon the combined buying power of a large number of banks and other investors

throughout the country. It is, therefore, necessary that there be & suffi-

cient volume of bills of moderately small denominations to meet the require-
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ments of the smaller investors.

(5) Conduct a campaign of education designed to inform national and State
bank examiners with regard to the value of bankers acceptances as &
safe and liquid investment for banks' surplus funds as a second line of
reserve. Much good work couli be accomplished by the examiners who come
inﬁé cons;unt and close contact with the banks in their respective districts.

(8) The-discouragement of the practice of some banks who act as dealers in
their own bills. We understand that a number of our foremost institutions
at the present time are acting as retailers of their own acceptances.
This practice is particularly unfortunate where such banks sell their
bille at the same rates offered for them by the dealers, who in the
ordinury course would sell the bills at usually 1/8% profit. This not
only deprives the dealers of their legitimate business but also delays
investment and prevents a wider distribution.

(7) Amend Section 5202 of the National Bank Act in respect of the 7th pro-
vision thereof, which reads: "Liabilities created by the endorsement
of accepted bills of exchange payable abroad, actually owned by the
endorsing bank and discounted at home or abroad". This operates in
favor of bills which are payable abroad, to the disadvantuge of the
development of the discount marfet in this country. At the present
time, when our member banks sell bills to us with their endorsement,
the liability thereby incurred is, we believe, exempt from the limita~
tions of the Section; but when our member banks endorse bills and
sell them elsewhere then to us, their endorsement does come within
the limitations of the Section,‘although the contingent liability which
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is incurred in both cases is similar. It would improve the market for
endorsed bills and would result in a wider distribution were the liabi-

lity incurred by national banks in endorsing accepted bills of exchange
payable in this country placed on the same basis as similar bills payable
abroad. This might be effected by deleting the words "payuble abroadn"

from the 7th provision of Section 5202.

Bring to the attention of accepting banks throughout the country the

nature of the obligation which they incur when issuing a letter of credit;
that under no circumstances whatever except a violation of the terms of

the credit should they decline tc accept drufts drawn thereunier; that

the ethics of & bankers acceptance credit be thoroughly appreciated and
uniderstood and be strictly adhered to in practice by all acceptors as well
a8 by the takers of credit is of vital importance to the good name and
continued use of the American dollar acceptance. This might properly be
made the subject of a communication by the Federal Reserve Board or by

the Federal recerve banks under the direction of the Board to all member
banks. It might also be desirable to bring the question to the attention
of the legal profession through the Bar Association or the Attorney Gencral,
The issuance of a concise and suthoritative statement by the Federal Reserve
Board or by the various Federal reserve bunks, setting forth the advantages
of eligible bank acceptances from an investment point of view. W#hile grati-
fying progress has been made in the Second District, thers is without doubt
much educational work which it would be advisable to have ‘one among & large

number of outlying banks in practically all sections of the country. An

intensive cempaign by all Federal reserve banks would probably be very

Federal Reserve Bank of St. Louis
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beneficial. In the last analysis, it is not to the comparatively few
very large institutions in the large centers, but to the great number
of smaller institutions and individuals in all parts of the country
thut we had best look for the widest and most stable market.

(10) A continuation of effort on the part of all Federal reserve banks to
the end that all accepting banks in their respective districts may
become thoroughly familiar with the Federal Heserve Board's Regulations
and with the correct principles and practices in the use of bankers
acceptance credits. We belicve that a number of bills which are drawn
at the present time transgress the existing Regulations at one point
or snother in & more or less minor degree, due mainly to a lack of
accurate knowledge on the part of the acceptors. We have been informed
that a great many institutions who buy bills with their surplus funds
and are later desirous of gelling them with their endorsemsnt to the
Federal reserve banks or of rediscounting them, have had & great deal
of difficulty in so doing because of technical objections which have
been raised, the result being that such institutions in order to avoid
this trouble prefer to invest in other ways their funds which should
go into bank acceptances. This is not only & gquestion of the education
of acceptors but also perhaps of a little more liberal and helpful atti-
tude on the part of the Federal reserve banks in considering offerings
of bills, until such time at least that the acceptance business and

the Board's Regulations are better understood.
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EXHIBIT B

QUTSTANDING ACCEPTANCE LIABIIITY OF AND ACCEPTANCES OF OTHER BANKS

1
DISCOUNTED_BY NATIONAL AND STATE BANKS IN THE SECOND_DISTRICT |
AS AT THE CLOSE OF BUSINESS SEPTEMBER 8, 1920.
QUTSTANDING LIABILITY ACCEPTANCES OF OTHER BANK:3 B
e TDLGOUNED ¢
Number of Outstanding Number of |
Acceptors Acceptances Investors Amount
March 4, 1919 65 $24z,532;445. 40 $119,606,404. R
June 30, 1919 80 238,337,390, 44 65,105,204.
November 17, 1919 88 289,018,922. 58 157,536,075.
June 30, 1920 99 355,420,228, 158 119,396,021.
September 8, 1920 *103 353,727,822, 174 99,544,321, |

* Based on:
Controller's call September 8

Superintendent's call June 30

3
3
;
)
3
¢
4
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PUR. sSES AND SALES OF ACCEPTANCES BY PRINCIPAL DEALERS IN NEV )RK
AMOUN'®S BY WEEKS FOR 6 MONTHS PERIOD ENOING NOVEYBER 13, 192T

) ACCEPTANCES PURGHASED FRON ‘ SAVINGS BANKS OTHER BANKS &T(;AEK_L_‘_@ OTHER INVESTORS TOTALS
, 30ld in Sold to Total
WE DIN Acceptors Indorsers Qthers Total | Local oOut of Town Total Local oOut of Town  Total . Local out of Town Tot_;a.l Open Market P« Re Bank Sales
May 22 27,593 9,568 13,383 50,544 1,888 487 2,375 21,25;\\~/"6,296 27,550 é 2,168 794 2,962 32,887 26,519 59,406
May 29 32,887 7,603 14,787 55,,27'; 2,289 722 3,011 26,171 6,887 33,058 2,671 899 3,570 39,639 18,610 58,249
June 5 27,476 8,450 9,151 45,077 .' 2,869 632 3,501 24,241 7,193 31,434 | 1,469 1,249 2,718 37,653 12,347 50,000
June 12 25,318 8,204 15,534 49,056 | 2,500 3,320 5,820 17,710 . 77,655 28,365 é 2,358 1,429 3,787 37,972 14,311 52,283
June 19 24,849 6,481 17,198 48,528 | 34,642 1,560 5,202 27,042 9,125 36,167 : 34,434 331 3,765 45,134 17,859 62,993
June 26 24,358 11,739 24,021 60,118 2,420 - 1,553 3,973 | 19,690 10,267 29,957 % 1,842 865 2,707 36,637 12,918 49,555
July 3 28,181 7,222 11,050 46,453 | 5,173 2,540 7,713 | 17,767 7,534 25,301 ? 1,633 945 2,578 35,592 14,599 50,191
July 10 22,273 7,374 9,250 38,897 3,362 1,794 5,156 19,485 7,096 26,581 § 1,507 599 2,106 | 33,843 8,193 42,036
July 17 25,734 9,413 12,304 47,451 | 5,730 3,638 9,368 19,623 . - 5,935 25,557 % 2 4449 1,471 3,920 38,845 8,981 47,826
July 24 256,663 15,453 17,381 58,387 | 2,448 1,938 4,386 | 18,209 10,733 28,942 ; 2,692 879 3,571 | 36,899 16,156 53,055
July 31 21,525 11,499 9,525 42,549 | 1,389 1,131 2,520 | 24,999 6,752 31,751 . 3,750 1,162 4,912 | 39,183 13,854 53,037
auge 7 28,445 9,424 12,686 50,555 | 1,974 894 2,868 | 19,863 8,492 28,355 § 2,799 1,084 3,883 35,106 10,961 46,087
Auge 14 33,015 16,373 10,102 59,490 | 3,316 870 4,186 | 21,527 12,846 34,373 ? 3,353 986 4,339 | 42,898 10,351 53,249
Auge 21 34,610 15,490 17,893 67,993 %‘ 1,673 1,160 2,833 19,662 - 10,844 30,506 3,977 513 4,490 f 37,829 18,652 56,481
Aug. 28 28,481 7,872 10,536 46,889 | 2,082 1,102 3,184 | 18,560 9,718 28,278 2,708 535 34243 34,705 15,463 50,168
Septs 4 37,713 9,324 13,347 60,384 :‘ 2,457 1,736 4,193 16,087 9,178 25,265 3,963 398 44361 33,819 16,142 49,961
Septall 23,169 14,564 10,890 48,623 1,928 1,458 5,386 11,585 11,310 22,895 4,597 2,211 6,808 | 33,089 14,077 47,166
Sept.18 27,979 8,702 12,847 49,528 2,415 3,308 5,723 | 22,883 13,220 36,103 2,232 663 2,895 44,721 11,661 56,382
3epte25 31,568 8,672 17,5669 57,809 5,035 2,777 7,812 | 23,036 . 14,238 37,274 2,448 1,030 3,88 | 8 ,564 11,082 59,646
Qcts 2 39,904 74957 14,209 62,070 | 3,918 1,227 5,145 26,245 10,766 37,011 , 4,115 1,792 5,907 48,063 6,549 54,612
Octe 9 29,930 12,541 17,138 59,609 5,676 2,262 7,938 20,187 ( 14,808 34,995 ‘ 1,924 1,331 3,255 46,188 13,911 60,099
Octe 16 37,281 10,903 16,747 64,931 “ 4,126 34,403 74529 17,779 17,713 35,492 ‘f 1,706 1,374 3,080 46,101 11,225 57,326
Octe 23 36,4610 9,879 21,769 68,258 3 2,255 1,580 3,835 23,848 14,655 38,503 = 2,497 3,213 5,710 ; 48,048 14,649 62,697
Octs 30 a ,592 4,626 23,149 59,37 2,644 1,534 4,178 14,557 12,098 26,655 1,699 2,659 4,58 35,191 13,210 48,401
Hove 6 19,950 5,529 17,144 42,623 2,560 1,766 4,326 | 21,121 9,649 30,770 % 1,681 1,208 2,889 } 37,985 9,357 47,342
Nove 13 33,589 12,812 20,912 67,313 4,696 3,093 7,789 | 29,422 15,411 44,833 2,274 1,054 34328 ' 55,950 11,098 67,048
Digiized o BQstn® 1 83 759,583 257,674 390,522 1,407,779 | 60,465 47,485 127,950 | 542,552 273,419 815,971 %67,946 30,674 98,620 | 1,042,541 352,755 1,395,296
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Decemder 20, 1920.

Plerre Jiy, #sq.
Federal Rescrve Agent
Fedearal Roserve Bark
Tiew York City
Dear YVr. Jay:-
I acknowlodge receipt of your letter of Decem-
bor 18th, enclosing & mencrandum and axhibits covering in-
fornation agked for in the Board's letter X-2054.
I have transmitted to Covernor Harding MHr.

O'Hara's moworandum, to be uwsed as matsrial for the Annual ‘\
AT TN o R

Roport of the Boayd, together with memoronds previously sab-
Eﬁm:-mdm from your dank is most interssting,

" and I have especially called the Covernor's sttention to it. /

7ith high regards, 1 amn, /

.r‘/

Yery truly yours,

Secretary.

Federal Reserve Bank of St. Louis
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OF NEwW YORK

December 18, 1920.

Dear Mr. Hoxton:

Referring to the Eoard's letter, X-2054, as to what
efforts are being made in the several districts to increase
sale of acceptances, ete., I transmit herewith report covering
this district, which is in the form of & memorandum to me by
Mr. O'Hara, our manager of investments, with exhibits attaeched

as noted.

Very truly yours,

(e

Pierre Jay
Federal Reserve Agent.

W. W. Hoxton, Esg.,
Secretary,
Federal Reserve Board, Washington, D. C.

Encs.

RECEIVED
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FEDERAL RESERVE BOA,F%D5 )
LEASED WIRE SERVICE O T
WASHINAQTON \”.3':3 —

,'é_$—4
December 138, 192, X2

Eenzel ~ lew York
ir. lozton has Just parmitted me to examine renlioms of
Federsl Nescrve Renks to oard‘s letter >-2054 on offorts helng
rede in tho different Distriocts to incremse sale of pecentances.
ile reports no answer yet recelvel (rom llew lork stop I am vary
much chagrined to lenrn that ve hove been dletary, and t.t'mld
appreciate 1t 1f you could send of £ & reply todey, reaching here
f / Tonday mo rning,
JAY.
Digitized for FRASER
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December 13, 1920

E . Dear Mr. Curtias:
10 U
1 acknowledge receipt of your letter of the 1StE™
instant, replying to Board's letter (X-2054) of November

9th, on the sudbjeot of "Broadening the Merket for

Bankers' Acceptances”.

Yery truly yours,

Governor.

Mre. Prederic H. Curtiss, Yederal Reserve Agent,
Poderal BResorve Bank,
h“on‘ Jass.
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Decomber 13, 1920

| Deax lir. Bartin;

I scknowledge receipt of your lstter of the
30th instant, replying to Board's letter of
Lovember 9th {X-2054), on the subjest o2 “Broadening

toe Maikst for Benkers® Acceptances”.

Yery truly yours,

Governor.

r. e $oC. Hartin, Chairen,
Federel Reperve Bank,
8t. loula, Mo,
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Juige ¥. F. Ramsey, Chalirmen
Fedarsl Hesorve Bark
Dallas, Texas

Dear Julige Ramsey:~

;  DECLASSIKFIED .
. cC
Authority EO m JO‘

/
December }i 1920,

I beg leaww tO acknowledge receipt of vyour

letter of Decerbar 9th, making rely to the Boerd's letter

X-2084 on the sud jeot of "Broedening of Market for Barnkers'

Acceptances”.

With kind regmrds to ny friends in the Feder-

al Reserve Bak of Dallas, with eepoecial refearence to your

pood self, I am,

Yery truly yowrs,

(Signed) W. W. Hoxton

bderal Reserve Bank of St. Louis

Secretary.
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" FEDERAL RESERVE BANK
oF
ST. Lours

December 10, 1920

SUBJECT: Broadening of Market for
Bankers' Acceptances.

Hon. W. P, G. Harding, Governor,
Federal Reserve Board,
Washington, D. C.

Dear Governor Harding:

Your letter of November 9th (X-2054), in regard to the above
subject, has been received.

;i In this district, as the larger banks that are familiar with

! acceptences trenssctions have not had surplus funds to invest, the mar-

2 ket for bankers' acceptences has been very quiet for the past eight or

| ten months. In the Northern part of this district there are some

{ smaller banks that have had surplus funds, but as yet we have not succeed-

i ed in getting them to handle bankers' acceptances. They have preferred

1 to purchase commercial paper at eight per cent. Banks in the Southern

fportlon of this District, particularly in Memphis and Little Rock, normal-

:ly have surplus funds to invest in the spring and summer months but due to

{/ the unusual conditions this year these banks have not had surplus funds to
invest,

{
i
}
i
Vi
5
1

However, in spite of our reserve position we have maintained o
[ market for bills in this district. With a view of encouraging St. Louis
! banks to accept, we have freely purchased or rediscounted or carried for
\ brokers, bills created by St. Louis banks. '

As was said in the early part of this letter, the conditions in
this District have not been such this year as to encourage an open market
for bankers' acceptances, but we have maintained such a market right along
in spite of our reserve position. Our larger banks have had all they
could do to take care of local customers ~and have not had funds to invest
in the open market.g“ We could have handled a larger volume of bankers'
“acceptantes Had we been willing to permit member banks to exchange indorse-
ments and sell each others bills to this bank. This practice has seemed
unwise to us, particularly at this time, especially as it would have a
t tendency to discourage the inter-distriet disbribution of bills, which we

{
* believe desirable,

With a view of maintaining an open market and in an effort to
encourage the purchase of bankers' acceptances, we have maintained a prefer-
ential rate of discount for indorsed bills which has been used from time to

Digitized for FRASER
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Federal Reserve Bank. of.St. Louis



Reproduced from the Unclassified / Declassified Holdings of the National Archives

f

i

{
!
1
i

|

© DECLA _
Aﬁthority EO Id 60\

Page No, 2.

time by banks who were not borrowing in excess of their basic line, We
have also maintained a rate for the open market purchase of such bills

ijand bills bought by us under this rate have not been counted in the sell-
‘ling bank's line of credit, nor are they subject to our progressive dis-

count rates.

e are now slowly getting to a point where we can perhaps be

more effectiwein our efforts to establish and maintain an open market for
bankers' acceptances., Some years ago it was our practice to permit brok-
ers in St, Louis to purchase unindorsed bank bills from their correspondents
in New York and other Eastern cities and we would carry these bills in tran-
sit for the St. Louis brokers and purchase them on arrival in St. Louis under
s fifteen day repurchase agreement, As I understand it there was some ob-
jection on the part of other Federal Reserve Banks to our purchasing bills
originating in their districts under a repurchase agreement and carrying -
them in transit and we, therefore, discontinued this practice.! We have at
all times allowed brokers to carry with us under & repurchasé Bgreement any
lbills which they could physically deliver to us, We have required them to
sell bills in this District or ship them to their correspondent within one
fifteen day period. Under this policy it seems difficult for deslers to
carry a varied assortment of bills to enable them to maintein the maturity
reguirements of their customers. It is our understanding that in some of
the districts two fifteen day periods are allowed to brokers at times and
that this helps the situation. It perhaps might be well for us to consider
e change of policy along this line when we get in an easier reserve position,
We are encouraging banks to create their acceptances in small amounts, as
there are a number of banks in this District which we believe could buy bills
if they were in denominations of %2,500., %5,000., or £10,000., instead of in

{{ larger units.

Je will greatly appreciate any suggestions to aid us in the broad-
ening of the market for bankers' acceptances., Some progress is being made
in this District and there are severzl of our larger business houses *that
ere beginning to invest available funds in this character of security.

Yours very truly,

A= 4&@,%:1%:5

Chairman of the Board,

Digitized for FRASER
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FEDERAL RESERVE BANK OF BOSTON

53 STATE STREET

IN REPLY
PLEASE QUOTE

December 10, 1920,

Mr. 7. Po G. Harding, Govermwor, 1
Federal Reserve Board, ) |
Washington, Ds C. Letter X=-2054 J

Dear Govermor Harding:

¥y reply to your lﬁIE r.9f November 9jon broadening of market for

bankers' acceptances has been delayed partly in order to enable
me to secure information from bill dealers to supplement that which
I could give you myself.

his distriet towards a wider distribution of bankers acceptances,
especially with the out-of-town barkers by personal contact through
\Lur opportunity to talk with them in this office.

[ ékfifﬁére has been a considerable amount of educational work done in
l t

Of course, the Board is famillar with the difficulties to be met

in broadening the market through the competition which acceptances

have to meet with Certificates of Indebtedness and call loans which
ve proven so attractive to the banks as secondary reservﬂ We

have been consistent advocates of bankers acceptances as a secondary

reserve and have never missed an opportunity to foster their use.

| l; ‘a forum meeting of bank men held recently in Bostom, the subject

' ./ under discussion was bankers acceptances and was directed by a

| I prominent bark officials This undoubtedly reached some bankers who .
g_"m_fl never been buyers of bills.

n’"ﬁfe work of bill dealers has been extensively and intensively carried

ix on by literature, letters and by personal sollcitationJ”Gﬁe acceptance
dealer who is also active in the bond business has his salesmen - some
29 - instructed that they are never to leave a prospect without men-
tioning the subject of barnkers acceptances. The result of their efforts
has been apparent in an increase of over 100 per cent in the number of
bill buyers among their clientele over those of a year ago. Another
dealer who also handles commercial paper is pushing the acceptances
through their salesmen. At present there are tw houses preparing ex-
tensive literature for wide distribution. The representative of anotmer
house has written qnite & good booklet which is about ready for publi-
cation.

Digitized for FRASER
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Mr. 7. P. G. Harding, Governor, -2= December 10, 1920
Federal Resserve Board,
Hashington, D. C.

 One of the most successful means of extending the market has been
our 15-day repurchase agreement which has enabled the bill dealers
¢t to carry more extensive portfolios and thereby attract more buyers.

and are encouraged by bill dealers through their willingness to
i take back bills previously sold at any time.

2
\; % ﬂgj;/ Savings banks and trust companies are buying in increasing volume
’ :;i.i‘

{As to figures, it is worthy of note that in 1919 at tuis season,
we were carrying in our own portfolio approximately 334,000,000 in
acceptances and were not exceptionally free buyers oving to our

\‘ reserve position at that time while now we hold but 20,000,000

%{and are taking up the current heaviness in the district, as well

Vi %gg,qlzgyipg some bills tha? co from other districts.

C’i‘ﬁ( T ety g pin clteat oo Tj\ui’

- On tle whole, we feel well satisfied that the educational work which
we are doing supplemented by that of the bill dealers is meeting with
excellent results.

-

Very truly yours,

13 «\ )
Yot TR

Federal Reserve Agent.
WNK:R

Enclosure
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s
ACCEPTANCE ITABILITY ON NOVEMBER 15, 1920
NEW _ENGLAND
Netionel Banks 51 897 600
Member Trust Companies 22 686 000
Non-Member Trust Companies . 2 172 000
Other Corporations 10 193 000
Total 86_948 000
Acceptances held by Banks
i Held by F R Bank of Boston 23 965 000
| “Held by nagienal banke 23 483 000
é 47 448 000
i .
| N
| \
Acceptance liebility Hovember 17 1919 109 735 000
-

/
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- TELEGRA EDERAL RESERVE BOARD FILE -

/EDERAL RESERVE SYSTEM < 5. H
. (LEASED WIRE SERVICE) 2 g 2 V ’

RECEIVED AT WASHINGTON, D. C., —
2 rdr ‘

Richmond 1lp Dec 10 1920
Hoxton
Wasin.
A.nswering yourmvﬁie of yesterday Nin regard circular x-2054 I have governor
Hardings' ac};nowledgment of HNovr 26 of nw letter of the 24th enclosing memorandum
on the subj ect “Broadéning Market for Baﬁkera ;tcoeptancea".
"Hardy.

107P
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%’ TELEGRAM Fr oon nisi B BOATD TiE

FEDERAL RESERVE SYSTEM SIS
(LEASED WIRE SERVICE) . O Hli
RECEIVED AT WASHINGTON, D. C,,
b65¢ bn
3t Yeuis 1255p Der 10 1 9 Lo
Foxton
Washington |
Our 'rnply to circular X 2054 mailed today. .
liartin
216p
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. RECEI\}ED AT WASHINGTON, D. C.,
194 F Ott
Minneapolis Minn 11104 §es 10 1920

Hoxton
Washington D.C,

Your wire yesterday/ regarding oimu&%—%{[&? officers have spent considerable
time ,with purchasers of cammercial pape 5 nting out the advantages of bankers
acceptancesy W;e believe some progress iS5 being made toward broadening the market

in this distriect in order to introduce this type of papery we have in one or two cases
sold direct to country banksYin most cases we have been couraging country banks to
purchase direct through—bill.brokers; we have an agreement with ome brokerage concern
|for the purchase and release ¢f bankers acceptances under which they take bask from

|us acceptancea in small denominations as they have opportunity to place them with

{|banks in the oountry)Most bankers in this section are unfamiliar with bankers

' ascoeptances and it will f{ake some time tooducate the_m.

Rioh Agent

131p
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Deoeder 10, 1920

Dear Mr. Perrin:

I acimowledge rxeceipt of your telegram of
today*s date, replying to Board's letter of
Kovember Jth, (X-2054) on the eubject of “Broad-
ening the Market for Bankers' Acceptances™.

Very traly yours,
Bovernor.

#r. John Perrin, Chalrman,
Poderal Reserve Bank,
San Francleco, Calif.
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. IELEGRAM s
) | T34
FEDERAL RESERVE SYSTEM
(LEASED WIRE SERVICE) 24715

RECEIVED AT WASHINGTON, D. C.,

Senfranoisco Nes liec 10,  11llpm,

Harding
' Washn IC

‘conZThed primarily €o ] : in large cities. Although few of these banks have
st present surplus to investiNrosdening of market is indicated by ocmparativelly
statement of acceptances of other banks held by #{ational Banks in Federal Reserve

py f/ hfcm your letter X=-2084) interest in this district in bankera' acceptances -

snd Branch cities given below: »> .
‘Hovember 15,1920 Xov 17, 1919
Losumgeles 201,960,00 none made
Portland 2,638,988,05 8,227,695,36
Seattle 2,?‘5'8‘5.‘2 1,326,9”.73
Spokane NORE . 878,164,17
| Salt lake XONR RORE
{ .
|, Tetal 8,285,740,20 8,114,148,39

Although holdings in ﬂruand. show considerable decrease one portland national
| Bemk reports that it and ite affiléviated ssvings bamk has purchasef 14,840,000
daukers acceptances in 1920 as compered with $4,557,000 in 1919, :
| "I rederal Reserve bank of Sanfrancisco is carrying most of bankers scceptances
| eresting in this city, Most smaller banks In this district are not purchasing
acceptances ¢ithar because executed in mmounts too large fgr them to handle
or because ‘nniq‘uintod with scceptances their advantagn.'go have followed
ne definite progrem of furthering hankers acceptance in this district but &
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/ FEDERAL RESERVE SYSTEM
(LEASED WIRE SERVICE) P

sheet two »86~1-Sanfran-Hard ing=FereERIVED AT WASHINGTON, D. C.,

~offieers of this bank hawe discussed with banks having surplus funds advisability
of investment in acceptanees and have discussed this subject at gronf: moet ing of
bankers association. In 1919 it was proposed to extend investment service to member
banks by offering to sell them bakers scceptances from our port folio but
‘inauguration of this plan was deferred following receipt of your telegram of

- February 19,1919, Atating board is not prepared to endorse such policy, .
Subsequent to receipt of your letter August 25, 1920 stat ing that Federal
reserve bank may sell acceptances which it holds in its portfolio we have

sold $2,214,000 bankers acceptance to sevenm banks in this distridt Xis soon

a8 liquidstien has progressed somevhat further in this district it 1s planned

to attempt to secure wider distribution of holdings of acccptlncu and the
knowledge concerning them by writing series of letters to banks in this district
drawing attention to charsoter of acceptances, advisability of purchaseing them
snd offering to sedl acceptances from our portfolio.

Perrin

411pm

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



~ DECLA
Aﬁthority EO lQSO\

Reproduced from the Unclassified / Declassified Holdings of the National Archives
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FEDERAL RESERVE SYSTEM
(LEASED WIRE SERVICE) .
. K ]
RECEIVED AT WASHINGTON, D. C.,,
M"M— -
3211y 7 oh. RESERVE aSI\m
San .Francisco Dec 9 420p Dec 10
Reserve Board
Washington.
WMW deferred reply X-2054 Broadening market for bankers aeoépténoes

, pondiﬁg reéoipt of information from branches shall answer this week.
Porrin
950a
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. M I'VIELEGRAM ;
| FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

| Bmreasassees
FOBERACRES ., L -

RECEIVED AT WASHINGTON, D. C.,

_'M-'" ) 1
T . RESERVE BOARD FLE

52!1, FoLoBAL
San Francisco Dec 9 420p Dec 10 :
Reserve Board
~ Washington.
melogram 9tk have deferred reply X-2054 Broadening market for bankers acoeptances
. pending moipt of information from branches shall answer this week.
Perrin
950a
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FEDERAL RESERVE SYSTEM

(LEASED WIRE S8ERVICE) 9_:%3 o ™™

RECEIVED AT WASHINGTON, D. C,,

91lcd bn )é S O j‘“‘ wﬁ?

Cleveland December 9 3b64pm ) ﬂ '7/0

Hoxton

Washingt on.
Eo_l;r Mﬁg}_gs;mzl:ii'cular X 2054 d“g_gggwA,}g,gym;‘;,,mgii’ subject "Sroadening market for
Bankers accop{:ancu" Vas réplied to under date of November 12 to Governor Harding.

Ment ion was made by Mr Wills of it's receipt by the Board.Shall I send you a

‘c0py
Nevin

40 5pn
>y ﬁ
L\: | /W | @’
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FEDERAL RESERVE SYSTEM

(LEASED WIRE SERVICE)

RECEIVED AT WASHINGTON, D. C_

FEDERAL RESERVE BOARD FILE

W e 4y
| S St H

*—an

=33 @

78snr
Atlanta 220p Dec 9 (9 VO

Hoxton Washn

2054

Answering telegram \in re circular X-2054 wish to al_ivise wrote Governor Harding

Novr 12 have his aclmowledgmexit Novr 15 wrote him a.gain‘ Novr
e remermmsrrasssck . :

P s g0 »:)l‘!u%{

copy letter 16th by mail,

McCord

328p
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FEDERAL RESERVE BoA%. 1

: o
4|~ IELEGRAM
FEDERAL RESERVE SYSTEMl

(LEASED WIRE SERVICE) ey

233 e

RECEIVED AT WASHINGTON, D. C.,

342L0%
)9 e

Dallas 340p Yec 9

Hoxton
Wasim A
r »
An ciroular X-2004 November. 9th teday

Samgey
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FEDERAL RESERVE BANK :353:3' S/
OF DALLAS

kr. Wm. %o EOxton, gecretary,
Federal Reserve Board,
';fashington, Do C.

Dear ir. Hoxton,

reference t0 letter %2054, on the suvnject of "'sroadening of
ilarket for Bankers' Acceptances," I am writing t¥ say that you
geen: t0 be corrrct in the fact that for sane reasorn.lI had not
ansvered this inguiry.

For your ¥nformation I may say that weﬁaave under-
‘taken, as far as practicable, to encourage the usé of barkers'
acceptances and their purchasef# by actual investors in this dis-
;trict, without, however, attalning any very large success. Here-
" tofore, we have, too fregyuently I thimk, bought from banks their
. okn acceptances at our current rate. e have piven notice, how-
" ever, of the discontinuance of this policy and of our unwilling-
ness in tke future to accept unendorsed bills, which will tend
still further to limit the purchase of bankers' acceptances by
this bank. In fact, our entire investments in barkers' accep-
tances a2t this time amounts to only $215,000.,00.

culte a few of the banxs in the country have is-
sued thelr acceptances and have been able to place same among
the small 1local bsnks in moderate amounts. In respect to some
of the largest banks in the district, thelr accentamces have bveen
offered and sold in New York and other cities.

The whole proposition of vankers' accejtances in
this district is in its most rudimentary status and very little has
been done generally to extend the use of this formm of credit. yUn-
doubtedly, a campaign of education is very much needed to broaden
the acceptance market in this district. I am inclined to believe
that our present policy of refusing to acdept unendorsed bills will
have the effect of imposing on the accepting barks the necessity
of seeing that & broader market 1s made for the acceptances , which
will probably bring about a broader distribution of them.

*7e hope, during the coming year, to do more along
this line than we have done, but the pressure on us about a great
many things reculring immediate attention has so absorbved our at-
tention that not much has been done in this matter recently.

Yours very truly,

WFR/ ¢ [ % .

Chairman
Digitized for FRASER
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December 4, 1920

Doar ¥r, Heath:

1 acknowledge receipt of your letter of Degember 2nd,
| in reply to Board®s letter I-20064, on the subject of

| "Broadening of larket for Banimys® Aoceptances”, and have
read with Interest your accomnt of what your bank is doing
in the matrer and of the statemonts made to you by ocertain
11l dealers in Chiocago with respect to the volume of thelr
business during the pest years I shall dring your letter
to the attention of the other members of che Board.

Vory’ truly yours,

Governor.

¥r, ¥ A Heath, wm.
Pedoral Reserve Bank,
Chioago, Illinois.
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FEDERAL RESERVE BANK OF CHICAGO

792 WEST MONROE STREET

Subject:; Broadening of Market
for Bankers' Acceptances.

December 2, 1920

Dear Governor Harding:

I regret that yqur letter of Novembgr nianth
(X-2054) 'has not had an. earlier rebly. The truth of
the matter is that I have been away the most of the time
for the last month, either &t Washington or attending
various conferences, and that is my only apology, for I
did not want to send a letter which was not comprehensive,

In connection with this subject 1 beg leave now
to submit a memorandum drawn up as a result of a confer-
ence between Mr. McKay and myself, and for its contents I
wish to give Mr. McKay full credit.

T "I have been informed by three of tnhe principal
ﬁ bill dealers in Chicago that the market has improved greatly
g during the last year, and that the volume of sales and dis-
wtribution is showing a steady increase,

"This is due principslly to the efforts made in
educating the country banks as to what Bankers Acceptances
are. When banks have been induced to mzke their first
purchase of bills they are almost certain to continue to
purchase if they are in funds,

o "Comparative sales made month by month during 1919
7 and 1920 show an increase this year of well over 100% in vol-

g ume, and 150% in the number of purchasers. Many corporations
SY and individuals are now buyers of bills, and this is an en-
_eguraging feature in the development of the market.

"one of the dealers reports sales of $40,000,000 this
year, $7,000,000 of which were sold to corporations and in-
dividuals and $33,000,000 to the country banks principally
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FEDFRAL RESERVE BANK OF CHICAGO

Governor Harding - 2.

located in this district, with nearly 50% of the sales to
country banks in the State of Illinois, Another dealer
reports $38,000,000 sales since June 1 this year.

""" mgur part in the development of the market has been
to grant the dealers lines of credit through repurchase agree-
ments whereby we carry the bills for a period of fifteen days
or less for the same rate that they pay for them. It is also
our practice to encourage country banks which are in funds to
purchase agceptances.

T

"Our traveling representatives in the Department
;. of Member Bank Reiations have been encouraging all banks which
1% are not borrowing heavily here to purchase bills, and the deal-
i ers inform us that a large number of the orders they receive
are the result of solicitation on the part of our representatives.

"The dealers are well satisfied with the progress
that has been made in the development of the market during the
1! year, especially in view of the strong demand for fuuds which
._has prevailed ever since the early part of the year.

%
N
¥
i
g
H
i
3

"The prospects are that after January 1 next there
will be same ease in the money market, and this will have a
very beneficial effect on the market for acceptances.™

-NMr, W, P, G. Harding, Goveruor
FEDERAL RESERVE BOARD
Yashington
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Yovember 28, 1920

Dear ilr. Hardy:
} .

1 acknowledge receipt of your lstter of the Z4th
instant, enclosing memorandum on the sudject of "Broad-

ening of Market for Bankers' Acceptances”, as requested

in Board's letter of Hovember 9th (X-2054). Your letter
and enclosare will be bdbrought to the attention of the

Poderal Reserve Board.

Vory truly yours,

Governor.

¥r. Caldwell Hardy, Chairman,
Pederal Reserve Bank,
Riohmond, virginta.

Qgitized for FRASER
Htp://fraser.stlouisfed.org/
Hederal Reserve Bank of St. Louis




Reproduced from the Unclassified / Declassified Holdings of the National Archives

~ DECLASSIFIED.

Aﬁthority ﬁO 1A 60\

FEDERAL -<ESERVE BANK OF RiCHMON

FIFTH

-~

DISTRICT

OFFICERS

s GEORGE J.SEAY,GOVERNOR
CHAS A.PRPLE oeruty covernor C.V.BLACKBURN,ass™. casHigr
R.H BROADDUS,peruTy Governonr THOMAS MARSHALL,Jr. assT. casrizr
GEORGE H.KEESEE casrisn W.W.DILLARD, assT. casHiEn
EOW.WALLER,Ur.assT.casmir
ASSISTANT FEDERAL RESERVE AGENTS
A.H. DUDLEY J.G.FRY

CALDWELL HAR
HOWARD BRUCE, sairimorEM 6.
JOHN F.BRUTON wiLson,n.c.

D.R.COKER,HARTSVILLE,S. €.
EDWIN MANN,scuEriE(o,w.va.

November 24, 1920,

SUBJECT:. Broadening of Market for Bankers' Acceptances.

Hon., W, P. G, Harding, Governor,
Federal Reserve Board,
Washington, D. Ce

My dear Governor:

The Boord's letter of Noveﬂber 9th, X-2054,

the above subject, has had the careful consideration of
officers in conference. BEnclosed please find memorandum
Deputy Governor Peple covering
in regard to it.

We should be glad to have any further advices

from the Board on the subject.

Chairmen of the Board.

CH:F
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F. .RAL RESERVE BANK OF RICHin_ND

©

OFFICE CORRESPONDENCE Date __November 23, 1820

To Mr. Caldwell Hardy, Chairman Subject _Broadening of Market for

From Mr, Chas, A, Peple, Deputy Governor ‘ Bankers®! Acceptances,
Dear Sir:

In regard to the question of "broadening of market for Bankers'
Acceptances! referred to in the Federsal Reserve Bosrd's letter of Novem--
ber 9 « X-2084, I submit herewith the following memorsndumi-

RS
A8 you know,j we have adopted and until this time followed the

practice of purchasing acceptences direct from the accepting banks, for
two reasonsi- First,there is not enough money seeking investment im this
Digtrict to properly establish en open market for Bankers' Acceptences;

end, second, it is our wish and purpbse to keep in the closest possible

touch with the accepting bankg, in order -

(a) To ascertain which of them are using proper discretion
snd proper precaution in making acceptances, and

s’ (b) To have the opportunity to instruct others, where nécesw
sary, with reference to the proper procedurs,

We recognize the fact that, ae a matter of principle, acceptances

should not be purchased direct from accepting banks, and that as a general

i rule the acceptances purchased by a Federal Reserve Bank should have the en-

]

i

/
!
‘i dorsement of some bank other thsm the accepiting bank, This we look upon,
éghowever, as_the ultimate goal to be reached, but we do not consider it
.%practicablo to introduce that exclusive practice et the present time, or in

\i fact until the conditions in this District make it possible to establish

b

; an open market,

) In the beginning there was & decided disposition on the part of

/

(g many of the small banks to use the acceptance privilege, which, as the law
H '

! expressly states, was given to all National banks of whatever size, There
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(’has been a tendency, however, particularly since steps have been teken

their use for
‘to.eliminate / eommodity. . lomns, for the mcceptance business to gravhtate

towards the larger institut’immysis of the list of benks offerw

ing acceptances to us since January 1, 1920, discloses the following in=-
teresting factsi=
Virginia )
Numbéz: of gccepting banks 20
Smallest ca.pifa.l $150,000
(Surplus osz,sooS

North Carolina
Number of accep‘ting banks 6

Smallest capital $200,000
(Burplus $150,000)
South Cerolina

Number:of accepting banks 13

Smallest capital $100,000 ,
(8urplus $100,000) Bmallest combined capital and .
supplus *
Capital $125,000 A
Burplus 50, 000

Marylend

Number of accepting banks 11

Smallest capital $350,000
(Surplus $1,000,000) Smallest combined capital and
surplus
Capitel $400,000
Surplus 200,000

District of Columbia
Number of accepting banks 5

Smallest capital $200,000
(Burplus $200,000)
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Woeast Virginia
No acceptences offered since January 1, 1920,

Qur holdings of Bunkers' Acceptances have decreased gradually

| from $11,280,000 in January 1920 to $5,710,000 in November 1920, There

ig some indication that acceptances, instead of being offered %o us, are
sold in the open market, or sold directly to otherbanks; but as these

‘ [ have not been offered to us for rediscount, it is impossible for us to

S

: 'x\" estimate the total =mount of such acceptances in existence,
Some monthe ago, it was realized in Baltimore that the ex-

portation of grain through Baltimore would be considerably larger this

year than heretofore, and that banks in Baltimore would be called upon
to financé grain exports to a greater extent than heretofore, To meet
this situation, arrangements were made by a group of member banks with

the local non-member bamks emnd trust companies, to carry the acceptances

 as investments. W& know that this has been done to a considerable extent,
L

but we have no data from which to estimate the total volume,
I!
fl Quite recently, the Manager cf cur Baltimore Branch has report-
!

ed inquiries from a few Maryland banks, and from a number of West Vire

gltuation than exists in any other part of the District) as to whether

\ginia. banks (whose rediscount lines with us indicate an easier money
)we could supply them with Benkers' Acceptances from our portfolio, or,

.
i j

failing this, whether we could invest surplus funds for them in Bankers'

{
|

Acceptances to be bought in the open market,
‘!; The first of these proposals to sell member banks' acceptances

8]

“ from our own portfolie, we disposed of promptly in the negative, The |

second, however,~ 10 purchase acceptances for them upon request in the
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j open market = we considered very ¢arefully, but finelly rejggfgd%wéaﬁfw
'l reasons for not adopting this policy are as follows:-

(1) - It we should go into the opeﬁ market and buy acceptances
for a member bank, using our own judgment in maeking the selection, we would
inevitably incur a certain moral responsibility, even though we might have
the most distinct understending, that no actual responsibility existed,.

In our opinion, we could not afford to allow a member bank to lose money
on an acceptence which we had purchased for the member bemnk, or, in effect,
recommended to the member bank as a desirable purchase,

(é) - The following salternative occurred to us, and was thorough=-
ly considered§~ That we make a list of banks whose acceptances are, in
our opinion, desirable = this list to include some of the principel banks
in this District and possibly a number of banks in other Districts.- that
we allow the member bemnk to designate one or more of these banks whose
acceptances would be saiiéfactory, and upon order purchase for the member
bank acceptances of specified amounts, and selected from the banks nemed
by the member beamk,

It occurred to us, however, upon consideration, that in publish-
ing such a list we could by no means include the nemes of all of thé
accepting banks in this District., As a matter of fast, such a list would
carry with it a recormendation, if not a moral endorsement from us, and,
as an/"open door” proposition, we would probebly not be willing to list
the nemes of more tham 30% or 25% of the accepting bamks of this District,

I have no doubt that the immediate effect would be that we would

be importuned by other banks in the District toc have their names included

in our recommended list, and in case of our failure to grant such requests
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we might easily be placed in the position of having to give reasons for

our refusal, Buch a practice could be productive only of misunderstend-

ing, if not a bad feeling,
[ We finally reached the following conclusioni- the Manager of
| our Branch was instructed to advise several of the reliable note brokers,

§
l
% who deal in bankers' acceptances, toc sdnd their lists to the banks that

é hed displayed en interest in Bankers'! Acceptances as investments, ' He
:.will also communicate directly with eny benks indicating a wish to pure
:,;ehaea acceptances, and advise them of our willingness to meke inVGstment;

§ . for them at any time, prévided they wire us the request, and specify the

5_;banks whose acceptances they wish us to purchase, They can, of course,

i

H

§§ give alternative names, so that in case the exact acceptances requested
-

| are not available we will be authorized to purchase those of some other

H
H
4

L —

designated bank insteed, We will also follow this practice in the Rich-
| mond office, Moreover, %; intend to let interested bemnks know that as-

[ sigtence of this kind can be,obtaivied, amd for the present we propose

% to authorizo'member banks to send us wire orders to purchase acceptances

| collect,

} Respectfully,

¢t /64\@« MM/LQ

Deputy Governor
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Fovember 22, 1920.

Doaxr Lr. Austin:

I have your letter of the 20th instant, acknowladging
receipt of Board's letter {X-2054), on the sudject of
"Broadening of Market for Bankers' Acceptances”, and note
what you have to say with respect to the present market
in your district and what, in your opinion, may de dons g
to give greater breadth to it. I shall bring your letter |

A

to the attention of the other members of the Board, |
Yery truly yours,

y
_J
$

Govermnor. !

ir. Ra Le Austin, Chalrman,
Federal Reserve Bank, B
Philadelphin, Pa. N



" Reproduced from the Unclassified / Declassified Holdings of the National Archives "DECLASSIFIED_
Anthority £.0. RS0

< ‘* o

FEDERAL RESERVE BANK OF PHILADELPHIA

925 CHESTNUT STREET

OFFICE OF THE
‘CTHAIRMAN OF THE BOARD AND

FEDERAL RESERVE AGENT Novewber 20 E
: » ¥

Hon. W. P. G. Harding,
Governor, Federal Reserve Board.
New York City

Dear Governor Harding - X
In reply to your l@LLﬂt?X;@QEéj subject mBroadening
of Market for Banker's Accetpances®™, in which you ask us té furnish you with
any information we may have ss to the extent to which bankers, inveétors, and
others in this district are now purchasing bapkers"acceptances, and aléo as
to what extent we have been abie to assist in awakening an interest in bills

smong such purchasers, we would say that )in the last six months there has been

a great increase in the amount of bankers' bills purchased by the banks in this

{district. Previous to that time, on account ‘of the large borrowing from this
3
%é?‘] bank by member banks, nothing was done to encourage the purchase of acceptances,
O §

2 on the contrary all our efforts were directed to effecting the liquidation of

“) .
\s ‘ loans by our member banks for the purpose of reducing their borrowings here,

fbut elnce the change occurred in our condition we have been endeavoring to

; have banks,that were not borrowing from us, use a portion of their funds for
X

{ the purchase of bills, in which endeavor we feel we have been quite successful.

’,u‘.'-hnuu- S

In order to enlarge the market and insure a sufficient

supply to meet the demands _we believe it will be necessary in the near future’for

|
|
RSy /

' 'us to arrange to carry several millions of dollars of bills which could be bought
o - 8

i
€
t
Ll
k @%’ Ifrom us at any time by those dealing in such bills. This would prevent delay
i i
!

,“ {\‘Ef i

in £i1ling orders for the purchase of bills and make investing in them more-attrac—~
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V_”CT—’EDERAL RESERVE BANK OF PHILADELPHIA

PaceE No. To

! ive to our banks.
¥e hope, in the near future, that there will be a law i
/! passed in this state permitting savings funds to invest in bankers bill.

‘| This would enlarge our market very much.

When there is a further improvement in the condition

of our banks we expect to make a more systematic effort to interest them

|
in the purchase of these bills, and believe we will find a market in the
|

district for.many millions of them unless the rates should go too low.

Yours truly,

CHAIRMAN.
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g/ November 20, 1920,

Dear Hr. Bamsayy
Reeeipt i3 askrowlsdged of your
letter of November 17th veplying to the Board’s

letter, (~2054, "Breadening of Wrket fer Bankers'
Accsptanses.”

I note what you bave to say as to
the dreadth of the present acceptance msriet in
your Distriot, and shall Bring your letter to the

attention of the other memders of the Board,

Very truly yowrs,

Governoy.

Xsnses City, Ho.

¥
’)‘( /Y\;q My, Asa B, w,'
Paderal Reserve Agent,
QS %ﬂ!’)' Pedersl Reserve Bank,
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FEDERAL RESERVE BANK a

ASA E. RA!.AY;ﬂ . J.Z.MILLER,JR . GovERNOR
AND FEDERAL RISTRVE ASENY OF 3:’::!." 'z:::;m o
W. .
FRED W. FLEM NG,

SOARD OF DIRECTONS
L.H. EARHART, ASST.CASHIER

C. K. BOARDMAN
ASST. FEDERAL RESTAVE AGEWY G.L. RARLEY, AssT.CABHIZR

ST e KANSAS CITY S i

C.C.DANIEL,AssT.CaS
o sucmETaRY November 17th, W, E.PARK. AseT.CABNER
1 9 2 0. AG.FROST AssT.CAsMIER

FEDEF.AL FESERVE BOARL,
V.ashington,
D. C.

Gentlemen:

Sudbject: Froadening of Market for Bankers'
Acceptances.,

Feplying to yours of the 9th (X=2054)\you are advised
that {the bankers of this district have dealt in acceptances
fonly to a limited extent. The principal part of outside
{| paper purchased by banks of this district is represented by
” comrercial maper, and on account of long practice they are
j8low to change thelr investments from this kind to that of ]
’ ;acceptances. NHowever, the banks have not had a surplus of
! ifunds for outside investment in this district for the past
' year, and the Federal Reserve Bank of Kansas City has cone {
; very little to encourage them to purchase -bankers' acceptances
“on that account, and I feel it useless to bring this matter
specifically before them until greater liquidation has lLeen
effected,

| It is our opinion that these acceptances are purchased
{iby no one in this district excemt the banks, No doudbt, the
”Federal Reserve Bank can assist in broadening the market for 1
investments of this kind as soon as the investing pulblic and
banks are in position to absorb more than the local demand
and we shall be glad to take whatever action the Board suggests.

Yours very truly,

G,

hai
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M. B. WELLBORN, GOVERNOR JOS. A. MCCORD,
L LSON, DEPUTY GOVERNOR CHAIRMAN OF THE BOXRD AND
. !{EPEIAL RESERVE ASENT

u. . seis conmes FEDERAL RESERVE BANK ...

W. B. ROPER, ASS'T CASHIER e "BEPUTY SHAIRMAN

W. R. PATTERSON, ASS'T CASHIER

R. A. SIMS, : WARD ALBERTSON,

L CAIPBA;L,LT:::':"::SHIH OF ATLANTA. ASS'T FEDERAL RESERVE AGT.

H. F, CONNIFF, ASS'T CASHIER i ) ED TAYLOR, -

J. M. SLATTERY, SECRETARY : ' 4 ) SENERAL ‘i"""
November 16, 1920. L___V_ M !

SUBJECT: Broadening of market for Bankers Acogptances. ff
Board's letter Nov. 9, X-2054. . - P

Dear Governor Harding:

Following up my letter of the 1l2th instant with
reference to the above subject, wish to say that I read yowr
communication before our Directors at our mgeting on the 12th,

S-St

ances, due to the fact that all of our member banks are very

largely loaned up in taking care of conditions which have arisen
{  from the non-marketing of the orops, and that mone of the banks
' are in position to buy bankers' acceptances at this time.

We have been endeavoring to educate our member
banks to the purchase of bank acceptances, and last spring some
. business was done in this direction when the banks had idle funds.
I believe that we would be enabled to broaden the market when like
. conditions return; but under present conditions, there is very
k little opportunity of broadening the mmrket on bankers' acceptances
in this district,

Very truly yowrs,

Hon ?W. P. Go Harding, Governor,
Fejeral Reserve Board,
ington, Ds Ce

ttp://fraser.stlouisfed.org/
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MNovemder 16, 1920,

74/;2_05‘?’

There is enslosed herewith for yowr

|
|
" Dear M. Horsony
information capy of Bomrd's leller of November Fth,
X=2054, under the subjest of "Broamdening of Market
for Bankers' logsptances”, together with a copy of
reply regeived from Aasistant Medernl Reserve Agent

Hevin of the Meders) Reserve Bank of (leveland,
{ ”//02/30 ;
Very truly yours,

®igneq) R. G. Enargon

2 enels, Avalistant to Qovermor,

ﬁ!‘, J, 7. H‘Q’m'
1919%Amity Street,
Brooklyn, N.Y,
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November 15, 1920

Dear ir. HoCord:

I have your letter of the 12th instant, acinovw-
ledgirg receipt of Board's letter (X-2054]), on the
subject of "Broadening of arket for Bankers' iccept-
ances™, 1 note that you will bring the subject up
for discusalon by your Board of Dirsctors.

1 preswme 1 shall hear from you s3in on the
sub ject glving the Informstion reguévbed in the con~
cluding raragrarh of the Board*s letter, and outlining
your own views as to what can be dome to assist further
development of sales of bankers' acceptances within
your district.

Yery truly ours,

Governor

Mr. Joseph A. MoCord, Chalrman,
Poderal Reserve Bank,
Atlanta, Georpgla.
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Rovember 15, 1920

M ir, Borvinis

‘1 have your letter of the ,,zatn’mmc, aaknow~
ledging receipt of Board's letter of ¥ovember 9th,
{1—#806{) and advising of the extent t0 which barmimrs,
investors, and others in your district are now pur-
ohasing bunkars acoeptances. 1 have read with in-
tersat what you have to say on the sudjeot and shall
bring your letter to the attention of the other menbers
of the Board, -

?ara;,trnly Joure,

Governor

tr. Jo Cv Bevin, Assistant Pedernl Reserve Agent,
Fodaral Raserve Daxix,
Clevaland, hio.
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M. b _ELLBORN, GOVERNOR JOS. A, McCORD,

L. C. ADELSON, DEPUTY GOVERNOR CHAIRMAN OF THE BOARD AND
FEDERAL RESERVE AGENT

. w.BELL, FEDERAL R B

W. B. ROPER, ASS'T CASHIER E S E Rv E AN K EDW. T. BROWN,

W. R. PATTERSON, ASS'T CASHIER DEPUTY CHAIRMAN

R. A. SIMS, ASS'T CASHIER WARD ALBERTSON,

J. L. CAMPBELL, ASS'T CASHIER OF AT LAN TA d ASS'T FEDERAL RESERVE AGT.

H. F. CONNIFF, ASS'T CASHIER CREED TAYLOR,

J. M. SLATTERY, SECRETARY GENERAL AUDITOR
R §

November 12, 1920. S R

SUBJECT: Broadening of Market for Bankers Accept-
ances.{X~2054)

Dear Governor Harding:

I beg leave to acimowledge receipt of your
letter of the 9th instant, with reference to the above
subject .

I shall tske pleasure in reading this letter
to our Board of Directors at their meeting today, and
urge that they talk with our member banks, looking to
the brosdening of the market on acceptances, rather than
the purchase of other securities, which would materially
help the commercial, industrial and agricultural condi~-
stions at this time.

Very truly yours,

Hon., W. P. G. Harding,
Governor-Federszl Reserve Board,
Washiington, Ds C.
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FEpERAL RESERVE BANK
oF CLEVELAND

Novembsr 12, 1920

Hon. W. P. G. Harding, Governor,
Federal Reserve Board,
Washington, D. C.

My dear Governor Harding:

In your letter of November 9, X-2054, the Board requests
informstion ss to what extent bankers, investors others in this dis-
trict sre now purchssing bankers' acceptaner;EIE%?g.& Compeny, who heve es-

Z) % " jtab11shed a department for the hendling of benkers' acceptsnces in tlis

yﬂ* district, and who makes the bulk of the sales, reports s turn-over of a
1$1,000,000 & week., They estimete that the New York sales are in the same
i jamount throughout this districte.

The demsnd for acceptances has doubled in the last six monthsi It
may be of interest to you to know that the July demands arose primarily from
the manufacturing and industrial centers in the district, and that the August
demand was chiefly from the same sources with a few inquiries from agricultural
centers. In September the largest demand was from the agricultural and mining
.4 centers, with the demend from the manufacturing and industrisl centers remaining
TRigeR about the same. In October the main merket for acceptances was in the mining
‘ districts, with.a slight falling off in the manufecturing and about the same
demend from the asgricultural centers.

Wherever the opportunity ig offered, our officers hsve suggested
;the desirability of bankers' acceptances as a secondary reserve, We have also
;brought to the attention of the country banks the additionsl desirability of
{ these acceptances to banks thet heve not sstablished an extensive credit de-
5partment in thet an unexpected increase in funds may be safely put to work with-
' out loss of time.”

Our representetives from the Bank Relations Department ~who--
tregularly.call on.member-benks, are asked to report on all banks that are
visited as to whether bankers' acceptances ere purchssed. This meens that the
representative calls to the dttention of the visited bank the subject which
" {loften results in requests for advice and information. The information is given
thet we will purchase bankers' acceptances for their sccount if the name of the
accepting bank is given and cherge their account, with us, and either.hold the
lacceptances purchased in our Bustodies Department or forwurd to them as in-

structed.

Sy

It is not unusual for the representstives of the Benk Relaticns
Deoartment to be given access to the books of the member banks. In cases where
these banks show unusuasl amounts of uninvested funds, it is suggeshed that these
funds might well be invested in bankers!'. acceut&nces and serve as & secondary
Teserve, T '
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) FE-£RAL RESERVE BANK OF CLEVELAND -
V . . |
{

i

|

Hon. W. P. G. ﬁarding, Governor, November 12, 1920 -
Federal Reserve Board, ‘
Weshington, D. C.

Our Benk Relations Department hes probably done more towards a wide die~
jtr:butlon of besnkers' acceptances than eny other vehicle that has been

<iused, and we are daily receiving requests from small institutions to pur-
Jchase acceptances for their account. The aggregate of this amount is not
i'yet large, but is growing, and it is not unusual to have several such re-
i quests in one day.

Much of this same information is given to non-member banks
‘through sddrssses at group meetings, conferences and wherever opportunity
~“offers. It is possible, however, that something more could be done to en-
.sourage the sale of acceptances among non-member banks, but I am afraid
,fthat en sctive campasign through the medium of the Federal FReserve Bank of
} W .Cleveland might be resented. To further the sale of acceptances, the
*&{ Federel Reserve Bank of Cleveland has arrenged with Otis & Company to earry
J ‘on & repurchase agreement, purchases to the amount of $500,000. As indicasted
ﬁon the first page of thiswlstteﬁ, this firm is now sble to turn this amount
‘twice each week.

It is probable thet if a company (not en accepting company)
‘ :§;ﬂﬂwere Pormed with sufficient capital to carry a larger amount of acceptances

" lithen the local desler is 'willing. . to do, and to secure the cooreration of
Q &b ibanxs through the district by forming acceptance syndicates, it would be
1L”W§ £0531ble to meterially iricresse the market, but it is doubtful if the time is
? éwet:ripe for such a company.

In talking over with some of the other officers of the bank
the question of what could be done to assist further development of sales-of

r8' acceptances in this dletgggLJITf”WZE-thOUght th:t the methods pursued
by our Bank Relations Department were the most effective means that could be

| 'used, and thst the results bave justified this opinion.

Very truly yours,

JCN-T
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J ¢ W. P. G. HARDING, GOVERNOR |
Ex OrFicio Maumkns . EDMUND PLATT, VicE GOVERNOR \
DAVID ¥ nou:::u ADOLPH C. MILLER \
SIC;HAIY OF THE TREASURY CHARLIS ;:EAHMLLEI:FAH
CRAIRMAR
JORN SKELTON WILLIANS FEDERAL RESERVE BOARD ; 5
COMPTROLLER OF THE CURRENQY CHAPMAN, SECRETARY
' — } ERSON, ASSISTARY SECRETARY
ADDRESS REPLY TO WASH]NGTON . IMLAY, FISCAL AGENT

FEDERAL RBSERVE BOARD

Novepier 9,
_X~2054 9 - 24
< 7T

Subject: Broadening of Market for Bankers! Acceptances.

=

Dear Sir:

3 During the past five years the Federal Reserve Banks
have been called upon to carry that portion of the increasing
volume of bankers' acceptances which has not been absorbded by
the discount market. The fact that, with the increase in the
volume of bankers'® acceptances, the Federal Reserve Banks have
not been called upon to carry an even larger amount, is evidence
of the better distribution of bills and of the broadening of the
discount market. The strength of this market lies in its breadth,
that ig, ir the number of institutions or individuals forming the
habit of purchasing bankers! acceptances,

The Board feels that the development of the broadest
possible market for bankers! acceptances ig of vital interest to
the effective functioning of the Federal Reserve Banks, and that
this will be increagingly se as international movements of credit
approach the freedom of flow which obtained before the war. With
rates for bills at the high levels now prevailing, the Board feels
that the present opportunity is most favorable for interesting the
widest possible circle of buyers and it believes that the influence
of the Federal Reserve Banks, in their respective Districts, might
appropriately be used to bring about a more general distribution
of bills.

The Beard requests that you furnigh it with any information
you may have as to the exsept to which bankers, investors and others
in your District are now purchasing bankers! acceptances, and advise -
also to what extent your Bank has been able to agsist in awakening
an interest in bills among such purchasers. The Beard would be pleased
to have your views as to what can be dons to assist further develop-
ment of sales of bankers! acceptances within your District,

L —

Very truly yours,

Governor,

Ay S
! J 24 Y

To Chairmen of all F.R, Banks.
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been absorbed by the discount market. The fact that,
with the inqrease in the volume of bankers accepntances,
the FPederal Reserve Banks have not been‘called upon to
carry an even larger anmunf)is evidence of the better
distribution of bills and éf the broadehing of the dis-
count market. The streagth of this market lies in its
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& OFFICE OF THE GOVERNOR

May 22, 1920. g

Dear Mr. Hoxton:

I am in receipt of your.lgﬂdﬁa;;;Q“ngwggfadvis-
ing me that at the recent conference of Governors held
last month, I was appointed on the committee to consider

the stabilization of the open bill market and an e%ggl

distribution of the bills amohg the twelve bohkgw

The committee will probably hold a meeting about

the middle of June or soon after Mr. Kenzel returns from

the Pacific Cosast.

Very truly¥ yfurs,

Gove .

Mr. W. W. Hoxtoh,Executive Secretary,
Federal Reserve Board,
Washington, D> .

F.B .
P, -
5
Q ‘vvr
VTS
LN
192
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5=
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May 20, 1920,

Desr Sir:-

As Actling Searetuary of the Governors' conferonce, held NMpril
?7-1C, I bag leave %o advize you thut 1% wus moved and carried ue
the s#nse of the meeting thui the stubllization of the open bill
market is imoumbant upon fhe Systan as o whole, and thut & committes
be arroint2d to develop an equitable busis for muking such support
ef fective,

Pormit ma to advise you thut tho committee arvointed under
tiils action 1s as follows:

E. R, Fancher, Governor, Fadaml Reacm Bank of Clevelund,

Charles A, loras, " * * 3Boaton,

E. H. Eenzel, Controller or Invaatments, Fadaral

Begerve Bunk of New York,

Vary trmly yours,

Exaoutive Secretary.

Mr, E, B, Fundior,
Governor, Foderal Roserve Bunk,
Clevelard, Muio,

P.%. Cories sent to all members of the Cormittee.
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May 20, 1920,

Dear Sir:-

As Acting Secreotary of the Govornors'! conferonca, hald April
7=10, I beg leave to advise you thut it was rmoved and carried as
the ssnse of tha repotins that the stadilizetion of tho ¢ron 2111
markst 13 incuhent upon the System as & whiole, wsd thot a earmittes
be ar-ointed %o devslor an equitable busis for maling auch awrvort
of factive,

Parmit me %o alvise you thet tho cormitise arrointod under
thia astion 1a as follows:

E, R Fancher, Go arnor, Fadnrwl Raservo Buml:, Clovelarmd,

Charlas A, lMoras, ® » * , Boaten,

E. R Kengel, Controller of Imastmnta s Foderal Resarve
Buanl:, llew York

Vory trmily rours,

Exasutive Secratary.

Mr. E. R, Kenzel,
Controller of Investments,
Fedorsl Reserve Banl,
Reww York City.

P. S, Copiss sent to all members of the Conmittec.
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May 20, 1920,

Dour Sir:-
As Aoting Sac:etary of the Governors' conforsnce, held April
7«10, I bog leavo to adviso you that 11 wes moved and carried us
the senae of the meeting that the stabiiimtion of the open bvill
morisd 1s incuwrbent upon the Systom as a whole, and $hat & cormittee
be a~olntad to develor an equitable basis for raldng ash surrort
oeffactive,
Pormit me to advise you that the corrittee arrointod unlor
this action 1s as follows:
E. R, Tanzher, Governcr, Fedor:l Rescrve Baonk, Cloveland,
Giarles A, Morss, " " . ®  Boston,
Z, R. Kengel, Controllor of Invastments, Fo.iefal Rosorve

Bank, New York,

VYory truly y-urs,

Exacutive Secretary.

Mr. Charles A, Yorss, Governor,
Foderal Roserve Banlk,
Boston, Masa.

P. 3, Conics sent to all merbers of the Commritteon.
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It is the judgment ¢f yeur cemmittee that the Federal Reserve
Banks can best assist in the breadening and develepment ef the epen
disceunt market fer Bankers' bills by ceming te a mutual understand-

ing with iospoct te:

(a) Preper principles and practices te
be fellewed by accepting banks;

(v) The preper methed fer placing the
bills en the market; and

{(¢)  The preper practice and pelicy fer
Federal Reserve Banke in purchasing
bills in end frem the market; i. e..
the character ¢f billes, their seurce
and velume ¢f purchases as well as a
pelicy as te rates, and then cenduct -
such eperatiens in accerdance with
such understanding.

Each Federal Reserve Bank shsuld, se far at'poesiblo; work fer
the develepzent ef a market within its district in which dealers and
disceunt heuses may carry a pert felie ef bills frem which te supply
the lecal demand. Thie will require the develepment in each district
of & lecal cal) meney rarket en acceptance cellateral, at rates which
will permit the dealer te carry a pert felie witheut less. The Feder-
¢l Reserve Bank sheuld supplement this by itself oxtdnding reasenable
accemmedation te dealers lecally en their pert felies threugh fifteen-
day purchase and resale agreements puitably safeguarded.

RBach Federal Reserve Bank sheuld enceurage the widest peszsibls
investment by banke within ite district in Bankers® Acceptances as
their mest desirable secendary reserve, and stand back ef its edvice

by making that reserve liquid en eccasien, when it becemes necessury

te realize en such bills, by buying freely frem its members geed bills
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whick they have purchased in the opin rarket; and should render every
reasonable Asaistancn in uffofding facilities to ite members for the
purchase of bills.. |

Each fcdefsl Reserve Bank should, by its own purchases either
fcr investment because ;nvostmont is desired, or in support of the
general market vhoﬁ support is necessary,- aim to omphacizo.its sdherence
to prgpor principles and prscticcl,’th;roby 1ndic;ting that thoi stand
behind the Bankers' Acceptance unreservedly and that it is entitled to
§ the most uttrnctiyo rate that can be coneistently offered under any and -
81l circumstances. Thi; could beet be nccompliath by each Federal
Reserve Bank developing in its own district such an open market demand
for bills as would effectively robilize credits so that with due al.ow
ance fcr varying seasonal conditions and requirements in the several
districts member banks would norrally carry a substantial proporticn of
their secondary reserves ir bankers acceptances; this without regsrd to
the amount of bille created in the relative districts.

Thilfptocodurl'vould not leave to other bunks the burden of sup
porting bills made for the financing of busiress not originating in er

benefitting their district.

The support of all Federal Reserve Banks generally of bills in open
% market is not only a benefit to the market as u whole, but uiso & proper
| assumpﬁicn of a reciprocal part of the strain of financing seuscrabdle
rovements ir staples in their own and other districts which, without dis-
rtriﬁution through the discount market, would cengesi as bank loans ir

pirticular districts frem time te time and increaees the volume, if rot

SO AT T ey

the fr;quoncy3 of inter-district rediscounting. Therefers, even if epen
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market pﬁfchaaoa of ﬁankorn°‘Accoptancoo might’aoom'tc invelve redisceunt,
that redisceunt is net incensistent with the purpese of purchases made at
such times.

To shew tho ;noquitablo ﬁiatribuﬁion ¢f bills held by the Federal
Roaorvoiéfnks'gt the present time, five banks have in their pert felies
90% of the total bills held by the System.

This committee concurs and holda~to-tﬁo views -expressed by kr. Warburg
in treating fundamental questions of theory, policy, and practice promul-
gated by the Federal Reserve Board in its questionnaire of last April. His

replies to those questions were discussed and unanimously approved by the

full board of the Executive Comzmittee of The Americsen Acceptance Council

and have been published by the ¢Ounc11 irn booklet form under title of: "Prac=
tical Frobleme in the Development of Bankers ﬁéceptancea" and generally ap-
proved by the banking community.

Thies committee rocommenéa the distribution of thisbooklet by the Federsl
Reserve Banks to all memher banks making or who contemplate making acceptunces,
a2 well as to all banks purchasing or contemplating purchasing, end the a-

doptien by all Federal Reserve Banks ef the principles and practices ae to

" epen market eperations therein set forth and recommended.

Ptfticular attention is invited to gquestions and answers 1, 2, 3, & T,
11, 13, 22, 23, 28, 27, 28, 30, 31, 32, 35, 37, and 38, ae appearing in the
beeklet.

Ehi. Cemnittes further recemmends that a gtanding cemmittee te eppointed
te csnfo§ at frequent intervals, by 'phene er wire, as te nmarke: conditiens
and fatub with a view ef naming rates in cenfermity with cenditiens sur~

rounding the bill market, and that each Fsderal Reperve Bank be advized prempily

as to any and all changes suggested by the committee.

.org/
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The cexmittes is unable te agres en & plan whereby each Federal
Reserve Bank sheuld agree te take its prepertien ef bille, under any

and all circumstances, beught by ether Federal Reserve Eanks.

W

| ntin G W trron

240
‘ (gdmmittee) 7
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ARY OF THE TREAGUR
WASHINGTON

Dear Gtovernor Harding:

I received your memorandum of December 24th. The follow-
ing is a quotation from the New York Times of the same date:

"The Federal Reserve Bank yesterday advanced the rate
at which it is willing to buy acceptances. The former rates
were 4 1/2 per cent. for thirty-day paper; 4 5/8 per cent.
for sixty-day paper, and 4 3/4 per cent. for ninety-day bills.
The new rates are 1/8 of 1 per cent. higher throughout the
list. This is the second advance in buying rates this Fall,
the first rise having been made from the level which obtained
for more than a year, and which quoted the longer at 4 1/2
per cent. Yesterday afternoon, after it bvecame known that
the Reserve Bank had taken this action, most dealers moved
their rates up to figures 1/8 of 1 per cent. above the bank :
rate." ;

Apparently what happened when the New York Bank increased
its open market buying rate was that the dealers increased theirs
to a corresponding extent, with the result, no doubt, trat the Re- |
serve Bark will continue to get most of the bills.

| I doubt whether member banks should charge 1/4 of 1 per

l cent. for each acceptance for a period of ninetydays, and I do not
understand that that is the univeérsal practice. It seems to me that
while in the first instance it ‘was no doubt proper to stimulate
artificially the issuance of acceptances b'y making this form of bor-
rowing peculiarly attractive to the borrowsr and to the banks, the

time has come when something must be done to prevent loading the
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Reserve Oystem with these btiils. Certainly {he Feserve Janks are
not, creating & market for acceptances by buying &«ll the bhills. I
am wondering row far our enctmous expori balance is heing inanced

by these purchases, sxrd how fer the foreign bills are really liquid.

Very truly yours,

(éﬁ?’- '://f

A IR
P
o

Hene WaPalie H&I‘ding,
Governcr, Federal Feserve Board,
Washington, D. C.

ederal Reserve Bank of St. Louis
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Decenber 24,

NEINORANTDUN YORTHE SECBETARY OF THR TREASUNY,

| Your isttar of the 15%h instant regarding the open market
parghasse by ths Fedaral reserve banks was brought $o the
attention of the Board and has been given dus consideration.

At the $ims your lettar wes written the banks were buying
asosptances at a four gnd ons-half percent rete, but the rate has
now besn advunosd peverally, and in New York varticularly, %o
four snd thres=~guartsrs percent.

As fhe usual commission charged by member banka for accepte
ing ie one~gaarter of one percent for each period of ninety daye,
you will see Mat » four and thres-quarter percent rate i»s
egquivelent t¢ an axtaanl rete of fivs and three~quarters percent,
which ie just sbomt on a par ( if not a little abovo) with
commercial peper rates, :

A% tho rresent time Yhere is no arpreciable demand on the
part of investors fer bills and the drant of taking care of the
bill market has naturally fallen upon the Federal reserve banks.
The Boerd hopes that & four and thres=quarters percent rate will,
after the firet of the year, prove attraotive to private investors
and that thers will be a broadening of the market for bankers' .::u
S000DLAN0N.
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THE SECRETARY OF THE TREASURY /
WASHINGTON

December 16, 1919,

RECEIVED
DEC 171919

OFFIEE OF
__THE GOVERN®R,

Dear Governor Ha.rdingz
I notice that in the period from June 7th (immediately
after the flotation of the Victory Loan) to December 1l2th the
twelve Federal Reserve Banks?® loans and discounts secured by
Government war obligations decreased
froMecssscecssesseeeply 621,000,000
tO0ssscoensceccncenee_1,588,000,000
Ofecessossesscsocsnsssssscnccsssonscses § 05,000,000
while their total earning assets increased
frolfecesesceceersseedy 64,000,000

tO0enececseccosscscee g.981,000.0gg

OTesssssenseesssesasasenssesaesasenses & 717,000,000

I notice also that nearly half of this increase in total
earning assets is accounted for by the fact that the Fed=
eral Reserve Banks! holdings of bills bought in the open
market increased in that period from $198,000,000 to
$642,000,000, or sbout 274%.

It occurs to me that the very rapid and continuous
increase in the Banks! open market purchases of bills pre=—

sents & question as to the propriety of the practice of the
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banics in this respect which ouriit to have the serious con-
sideration of the Heserve 3Soarde
Very truly yours,

é;;%%zé/ Jiﬁdaé#_

B

Honle ‘fe Feo Ge Ha.rding,
Governor, Federal Leserve Boarde
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H W. P. G HARDING, GOVERNOR
EX-OFFICIO MEMBERS i ALBERT STRAUSS. VICE Govsmm,
: — l ADOLPH C. MILLER :
CARTER GLASS \ CHARLES S. HAMLIN ; ]
SECRETA™Y OF THE TREASURY
CHA an i i
O i b o v FEDERAL RESERVE BOARD | j\w i s !
{ M. AY Flscm,..,.-
‘ WASH l NGTON ADD:;sE:i:_L;-Er:ERVE BOARD
SUBJECT: Comments and rulings by the Federal Reserve Board
3 with respect to recommendations made by Governors
of Federal Reserve Banks at conference with Fed- 5?5
eral Reserve Board, March 20 - 22, 1919. 2 2// 7
. e
X-1463 T

Dear Sir:

A stenographic copy of tﬁe minutes of the conference held on
March 20th-22nd has been sent to the Governor of each Reserve Bank,
and upon request a copy 6f the minutes of the meetings held on March
20th was sent to the Advigsory Council member fotr each Federal Regerve
district. There is enclosed herewith for referénce, a list of éopics ;
discussed, with the recommendations submitted by the Governors to the
Board (stencil X-1u459).

The Board has carefully considered the recommendations made
by the Goverpors and with respect to certain of the recommendations the
Board offers special comments and in a few instances rulings have been
made as hereafter indicated.

For convenience, the topics referred to are numbered in same
order in wh1ch they were dlscussed at the conference, and are also
listed #n the same order in the mimeograph (X%-1459) enclosed.

TOPIC 2. BANEERS' ACCEPTANCES:(/f /7 ;%%f%,é$£; /

(d) Sales of acceptances to other Reserve Banks
with or without Reserve Bank endorsement. °

Recommendation:

It is recommended that where voluntary open market
purchases are made by one Reserve Bank through another
Reserve Bank, no endorsement be expected or required.

Where sales of bills by one Reserve Bank to ancther
Regerve Bank are made by mutual arrangement, endorsement

" may be required by the purchasing FKeserve Bank and such
transactions should promptly be reported to the TFederal
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Reserve Board. That where rediscounts are arranged
through the Reserve Board, at rates fixed by the
Board, endorsements should always be given by the
borrowing bank.

The Board approves the reconmendation with the exception

that it considers it essential that all interdistrict sales of bank-
' arrangements

ers! acceptances be made through, or under participation/approw/ed by,

the Board, in order that it may be kept fully informed of the locan

. and reserve conditions of all Federal Reserve Banks. This is the

practice at present.
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