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Office Correspo..de

To_ [\ Mr. mddy ot Ao
W, Smesd G

“Date. June 11, 1924,

You and the Board may be inserested to know that schednles received ~
this morning show that on June 6 -the Federal Reserve Bank of Boston pur-
chased acoeptances of tha Kidder Peabody Acoeptance Corporation aggregating
$35,158.71 and of the State Street Trust Company aggregating $29,205.20,
on which the Reserve bank charged a rate of 2-7/6%.

This is the first schedule received since the war on which a rate of
less than 3% was charged.
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FEDERAL RESERVE BANK |
OF BOSTON

November 5, 1923.

Sirs:

Please be advised that we have today
purchased from the Federal Reserve Bank of
New York, approximately $10,000,000 of ...
bankers' acceptances with maturities from

60 to 90 days. e e

Very truly yo

e

<

D B L A
G. Harding, /
Governor. /

-Federal Reserve Board,
Washington,
D L J c [ ]

. RECEIVED
Vs REN&
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GOVERNOR'S OFFICE
Hon. W. G. P, "!lrding,
Governor, Federal Reserve Board
Lear Hr. Harding:-
g Receipt is acknoglelzed of your letter of July,
, S snitting a communioation from oputy Governmor
l the Federal Reserve Bank of Boston, togother with copies
of correspondence in regard to purchasing sccepiances from
the Bay State ¥ztional 2xnk of Tawrence, ‘!fassachusetts.
In couplisnce with your reguest the enclosures
forwarded with vour letter are returned herewith.
Respectfully,
Deputy Somptroller, '
/;A
/
/
/
/_/f‘
Encs. fj"
7
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Doar Mr, Kanes-

Raferving to your letter of the 28th ultimo,

I hand you herewith letter ressived oy me touay
from the Doputy Governor of the Felderal Reserve /
Bankx of Boston, topgether with emalosuros referred
to therein, d 1 of whish ares self-ezplanxtery.
Kindly return the exeloswros for my files
after they hare served your purpose,

Yery truly yours,

Sovearam.

ﬁm. ;..,:. Lw ,&"m,
Joputy Comp troller of the Crraney.
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FEDERAL RESERVE BANK OF BOSTON
53 STATE STREET 2= = 78

PO
TFIG
IN REPLY

PLEASE QUOTE QOVERNOQ’S OF
July 3, 1918.

Fler

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

Dear 3ir:

Eeg to acknowledge receipt of your letter of
July lst Yegarding the purchase by the Federal Re-
serve Bank of Boston of Bay State National Bank of
Lawrence bankers' acceptances. We did purchase

from the Lawrence Bank acceptances made by three
different manufacturing concerns in that town, aggre=-
gating high point, $185,000.

On May 8th we sent to a number of acceptors
the enclosed letter, and on May 21st, after some previous
explanation, Mr. Varney sent us the enclosed letter, from
which time we have refused all his acceptances. The
account now stands - we hold $75,000, $50,000 of which
expires on the 5th of July.

In talking with Mr. Varney, he informed me |
that he was going to give up the acceptance business.

Very truly yours,

ST PRI\

M jg é%‘%}*/’ \

A / A
' '

N

Deputy Governor.

CES/H

jc;'fff

d
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THE BAY STATE NATIONAL BANK OF LAWRENCE, MASSACHUSETTS.

May 21, 1918.

¢. C. Bullen, Esq., Cashier,
Federal Reserve Bank of Boston,
Boston, Massachusetts.

Dear 3ir:

Replying to your inquiry of May 8th in relation to
the Archibald Wheel Company.

We have not held and do not now hold any documents in
the form of Bill of Lading or any other security against this
paper. We have statements of the condition of the company on
file and we think them entirely trustworthy. This company is
doing a very large amount of war work. They must cut their
timber, have it transported to Lawrence, worked into wheels
and ship the finished product but it would be very difficult for
them to give bills of lading which would cover ninety day paper.
The acceptance is based, as we say, by our stamp on the paper,
on the domestic shipment of goods. They are manufacturing
and shipping continually. We take this kind of an acceptance
as we 4o of others to help our manufagcturers here complete their
large war orders and if we should take a bill of sale of their
stock on hand, I think you will readily understand that it
would injure rather than improve their credit. I think this
ig the kind of information which you seek., If I can answer
your question more satisfactorily, I will endeavor to do so,
if you will inform me.

Very truly yours,

(signed) Justin E. Varney,
Cashier.
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A. D,

Dear Sirs:

This bank is holding the following bill accepted by you:

Mo. Date Drawer Accepted Amount

Will you kindly advise us as to what documents you
held at the time of acceptance, and if such documents have since
been exchanged or delivered, please give us information as to
what documents you now hold against this acceptance.

Thanking you in advance for the courtesy of a prompt

reply, we are

Very truly yours,
(signed) C, C. Bullen,

Cashier,

PDigitized for FRASER
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July 1, 1918. ,522 Lé Ly

Dear Sir

Q u\"flw

The Pederql Ressrva Moard is &dﬂﬁﬁf;?’

the Daputy Comptrellar of the Currency as follows:

“Phe report of an examinstion of the
Bay State National Banmk, Lawrence, Massa-
chuastis, complated iay 14th shows thot the

Pedoral Roserve Bank of Boston has purchased
$110,000 unsscured acceptances from this damk

in violation of law, as the coamdimed capital

and sarplus of toe May State Kational Bank
1s oniy $500,000."

You are requested to sscertain the faots

in the caes, and report same to the Board.

Yary truly yours,

Governors

Mr. Oharles A. idorss,

Bovernor Pederal Reserve Bank,
Boston, Mass.
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July 1, 1918,

Dear Sir:

I acknowledge rogelpt of your letter
w*% ,6;111:;5 atsention to mbnwthot that the
Bay Stat National Bank of Lawrenoe, Massachusettes,
has apparently violated the law in purchasing
unsecured acsoeptances in exsess of the atatuntory
limit. I have sent a oopy of your letter to the
Yadsral Reserve Bank of Boston, with requegt Zor
immediate investigation and roports

Yory truly yows,

Sovornor.

Hore 7o P+ Kane,
Deputy Gomptroller of the Currenaqy.

igitized for FRASER
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TREASURY DEPARTMENT

WASHINGTON 3-5 S "F U

COMPTROLLER OF THE CURRENCY
June 28, 1918,
RECEIVED
~UL 1=~1918
GOVERNOR'S oFFicE
Governse,

Feieral Reserve Board,
Siri-

The report of an examination of the Bay State
Wational Bank, lLawrencs, Massachusetts, conpleted May 14
, shows that the Federal Reserve Bank of Boston has purchansed
1 $110, 000 unsecured acceptances from this bank in violation.
of law, as the combined capital and surplus of the Bay State
National Bank is only $500,000.

L Respactfully,

y Compiroller,
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FLORRIMON M. HOWE

DERAL RESERVE

SERVE BANK 3 3{3 {3;“

CASMIER OF BOSTON § D, - VIEESCRAIRMAN
ERNEST M. LEAVITT AND DEPUTY FEDERAL RESERVE AGENT
ASSISTANT CASHIER THOMAS P. BEAL, BOSTON, MASS.
CHESTE® C. BULLEN THOMAS W. FARNAM, NEW HAVEN, CONN.
ASSISTANT CASHIER ARTHUR M. HEARD, MANCHESTER, N. H.
WILLIAM WALLETT CHARLES A, MORSS, BOSTON, MASS.
ABSISTANT CASHIER EDMUND R. MORSE, FROCTOR, VT.
HARRY A. SAUNDERS CHARLES G. WASHBURN, WORCESTER, MASS,
ASSISTANT CASHIER REc:TV’t'D ALLEN HOLLIS, CONCORD, N. H.

DEC & - 1817 7
GOVERNOR'S OFFICE

Hon. W. P. G, Harding, 5231 4 Ll)

Governor, Federal Reserve Board,
Washington, D. C.

My dear Governor Harding,-

December 6, 1917,

I meant to write to yom
yesterday to thank you for the co-operatien of the Board
in the matter of our M;Ié of acceptdﬁges to rederaa,/f
Reserve Banks of Cleveland, Minneapolis, and San Franciseco,
to the amomnt of about $5,000,000. each.

These banke acquiesced promptly in the matter,
and the proceeds were placed to our credit in the Gold
Settlement Fund yesterdsy.

I found thet sefie of our shorter maturities
having spproximatel
us at 5%%, but
banks were
taking +

50 days to run had been bought by

t about 75% of the bills sold tqj%iger
384. All three banks were sgreeable to
’%ills at the price at which we bought them,
for the shorter maturities, and at 5&% for
onger.

.My feeling is that the situatiom is going to
be samewhat easier here for the next ten days, with
perhaps a slight inerease in loans over the 15th. A
large part of our recent rediscounts are from 60 to 90

days, consequently our loan will not liquidate very

gitized for FRASER R~ “ )& \ e \1,\.\ \ -
&p Iffraser.stlouisfed.org/ o A /

deral Reserve Bank.of St. Louis e
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Hon. W, P ‘., Harding, #2.

rapidly.

My perscnsl feeling is that in view of the
fact that there is a considerable difference in the
reserves of the different banks in different sections
of the commtry, it would.be well if the Board would
consider the equalization of reserves throughout
the whole system by rediscounts. I am not looking at
this from our individusl point of view, but from the
point of view of the system_és a whole, for I feel
that as the strain increases, the unification and
close inter-relations of the banks should be strengthened,
and that it is going to be necessary to operate the
Reserve Banks as wits M system, rather than as
individual banke, to a greater extent than ever before.

I shall be gled to keep you advised &s to the
situation here.

Thanking you once more for your kindness,
and with warm personel regards, I am,

Very truly yours, _
b LR
" Govermor,

ALA/N
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Nr. Alfred L. Alken, —
Govarnor FPedsral Fensrve Bank,
Boston, Wnes.
Dear Goverxor Aimen;

r, Varburg as told mo of your sonverse-
tlon wit: him over the teleppone, and 1 understand that hs
has arrsnged with tne Fedsrali Resarve dank of Cloveland
to take some apoeptancos Sfrom you. I have wired the Fedaral
Bessrve dank of dluneapolis and tae %adsm Rsorve Jank of
San Franoisoo, suggeating to ¢acn thej tiaer take $£5,200,000
of bemikers’ acoeptamsee fron you, sasking in Jaoh cage tmt'm
Board be advised and that a telegram de sent direst to yom
in acdition. They will imdiccte whetnsr thoy wish the endorse-
mant of your bamk. I underatand that the rate $» 3&

VYory truly yours,

Sovernor,

Feclleral Reserve Bank of St. Louis

e e T T gy T YT T T .,
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ALFRED L. AIKEN PIRECTORS
aovennon FEDERAL RESERVE BANK J s
FLORRIMON M. HOWE H
OF BOSTON !
1o . P. VICE-CHAIRMAN .
ERNEST M. LEAVITT e oo AND QEMTY FEDERAL RESERVE AGENT
ASSISTANT CASHIER THOMAS P. BEAL, BOSTON, MASS.
CHESTER C. BULLEN THOMAS W, FARNAM, NEW HAVEN, CONN.
ASSISTANT CASHIER ARTHUR M. HEARD, MANCHESTER, N, H,
WILLIAM WILLETT CHARLES A. MORSS, BOSTON, MASS.
ASSISTANT CASHIER EDMUND R. MORSE, PROCTOR, VT.
HARRY A, SAUNDERS CHARLES G. WASHEBURN, WORCESTER, MASS.
ASSISTANT CASHIER ALLEN HOLLIS, CONCORD, N. H.

%%%,Uy

December 4, 1917.

Paul M. Warburg, Esq.,
Vice~Governor, Federal Reserve Board,
Washington, D. C,

My dear Mr, Warburg:
\ \ )
{21 For your information, I enclose herewith copy
of 1etteﬁ;} am sending to Governor Harding tonight,

I have telegraphed, in accordance with your
suggestions, to the Minneapolis and San Francisco
Banks, and if our sale to them is agreeable to them,

I shall ask them to make payment through the Gold
M 7 a
Settlement Fund tomorrow, I can quite plainly see

ahead of us heFeBSHE Very tight money in the course of

the next few months, and when I see you next week, will

be glad to talk over plans to take care of it.

Ve;x:ﬁ;%%y yours, -
%\
\

overnox.

Bnc.
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ALFRED L. AIKEN

HARRY A, SAUNDERS IR A 143417
ASSISTANT CASHIER i

ha_nacessary for us to ask the approval of a rediscount with

zderal Reserve Bariik-of St Lowis - - — - - 5 smwe om0 L e CeiroTrommme . mmmm——

EDMUND R. MORSE, PROCTOR, VT.

JEG L T b
ALLEN HOLLIS, CONCORD, N. H,

T— FEDERAL ERVE BANK
FLORRIMON ‘™. HOWE FrEDE " il
N tAN

: . \ ND AL RESERVE AGENT
' CASHIZR - =
, OF BOSTON ANDREW J. PETERS, VICE-CHAIRMAN
: ERNEST M. LEAVITT AND DEPUTY FEDERAL RESERVE AGENT
: ASSISTANT CASHIXR THOMAS P. BEAL, BOSTON, MASS.
3 CHESTER C. BULLEN THOMAS W. FARNAM, NEW HAVEN, GONN,
: ASSISTANT CASHIER ARTHUR M. HEARD, MANCHESTER, N. H.
- WILLIAM WILLETT p"""(“ ?""“-"‘v""‘""”'\, CHARLES A. MORSS, BOSTON, MASS.
“ ASSISTANT CASHIER wleibes e W
}

CHARLES G. WASHBURN, WORCESTER, MASS.

GOVERNOR'S ~~" R ’3f25ﬁ§$ V'Ci

December 4, 1917,

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

Dear Mr. Harding:

The prospective increase in our discount rates
tomorrow has precipitated upon us today a very heavy
rediscount of customers' notes, secured by Liberty Loan
bond s, The total amount of all rediscounts, of one
sort and another, today amounts to just over ‘36,000.000.
This, added to our loan at the close of business last night

($73,000,000), brings our total loan up to about $110,000,000,

I shall not be able to get final reserve figures
as at the close of business tonight until too late to
report to you by mail, but I shall be glad to advise you
by telephone tomorrow as to the situation, ‘

I have sold to the Federal Reserve Bank of
Cleveland $5,000,000 of Bankers!' Acceptances, and presume
that I have sold a like amount,acting upon a suggestion
from ¥r, Warburg by telephone, to the Federal Reserve Bank

of San Francisco and the Federal Reserve Bank of Minneapolis,

making $15,000,000 in all, Cleveland is paying us today
through the Gold Settlement Fund, and if the other two
banks are willing to purchase our bills, we shall ask them
to make’ payment through the Gold Settlement Fund tomorrow,
we shall make a respectable showing the last of
the week, I can see ahead of us a still further demand
for/accommodation from our member banks in connection with
th¢ withdrawal of government deposits on the 6th and 1lth
iysts, and the withdrawal and the Liberty Loan payment on
e 15th. Our sale of 215,000,000 of acceptances

o the other Federal Reserve Banks has reduced our
holdings of such bills to about $7,000,000, and if we have

a heavy demand upon us in the near future, it will, undoubt:ii;//

some of the other'?3aerai Keserve Banks,

I shall be glad to hear from you as to the Board's’

feeling in this matter, and also to be advised as to the
basis on whioh such redisésunts oan be mad®, as to the
matter of rate. I will call you up tomorrow by telephone,
and advise you as to our reserve position and the general
situation here. With the very heavy movement of wool,
cotton and other commodities, of which we areé very large

T ™ NN T T T ———
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Hon, W,P,G. Hardinge®2w

buyers, ahead of us, I can see a prospect of some fairly
dight money in the First District, and I have little
doubt that we shall have to avail ourselves of the
opportunity to rediscount with other Federal Reserve
Banksein the course of the comparative near future,

I am looking forward to seeing you on Thursday,
the 13th inst, when we can have an opportunity to
talk the whole local situation over,

Very truly yours,

CAXL o —

Governor,

Digitized for FRASER
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“Yovember 38, 1917.

or Governor Harding

Gavcrnar Aikbn telephonsd this morning that their
;;bt&ag very low - (It 1s below 58) ih@y wish to
rcaollltu !hw !ork the five millione of aaﬁaptaacos that
they took froa Rew York the other day; and ‘they had tele~

resolli

phoned to New York and New York was willing to take jthem
up . “

He wanted to inform the Board so as to be sure that
he waa not dotng anything which wae not in accord with
our poltoy. | |

I said to him that I thought thérs would be no ob~
jection at all to their doiﬁg 80, lp'a matter of fact,
it would be érobahly nore advingbio to dtroét;thco§ five
@illion dcllars from Boetom to Ph;lﬂ#eiﬁﬁim instead of
to Haw&!brk, because ?hilgddlph1u5»~rasarv§ paittlcn is
nﬁx wuch atmngcr,but in view of ¥ew Tork's hus.unnu in
aocting to incresae their rateas, 1t might bc juit as well

Sgaay :treat'
I told Aiken that I wrote him last night a;&px die~
sount rates and hs maid he would prcbably call an

anxocun ;

tive meeting on Friday and put up their rates. Y%

- Paul M. l&ﬁMuﬁ&
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FLORNIMON M. HOWE

Nevember 5, 1917

Hon. Charles S. Hamlin,
c/o Pegersl Reserve Bosrd,
Washington, D. C.

Dear Mr., Hamlin:

, I am enclosing herewith a memorandum
on the policy of purchasing bankers aéceptances
in the open market as practiced by the differ-
ent Pederal Reserve banks, |

Yours very truly,

FEDERAL RESERVE AGELT.

B FHC/MEB

Ene

|
| igitized for FRASER
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FREDERIC H. CURTISS, CHAIRMAN

OMSS . NEW HAVEN, CONN,
UR M. HEARD, MANCHESTER, N. H.

casnizn OF BOST F »
ERNEST M. LEAVITT 1
ASSISTANT CASHIER RECEIVED
CHESTER C. BULLEN NOV 7
ASBISTANT CASHIER ]9]7
WILLIAM WILLETT mom CHARLES A, MORSS, BOSTON, MASS.
: ASSISTANT CABHIER o or ) EDMUND R. MORSE, PROCTOR, VT.
HARRY A. BAUNDERS MR, HAMLIN CHARLES G. WABHBURN, WORCESTER, MASS.
ASSISTANT CASHIER ALLEN HOLLIS, CONCORD, N, H.

27575 4 )
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EXISTING PRACTICE OF PURCHASE BY PEDERAL
RESERVE BAIKS OF BAHKERS ACCEPTANCES
IN THE OPER MARKET

Federal Reserve banks at the present time
are rvurchesing bankers acceptances under open market
overetions almost exclusively from member banks in their
own district and endorsed by such banks at rates varying
from 3 1/8% to 3 3/4%.

To~-day, the party obtaining the credit, takes
his bill to the accepting bank (I refer more particularly
to bills oricinating in this country snd not those drawu
arnd sold in foreign countries) &and the accepting bank has
in turn found & market for these &acceptances, largely with
its own Federal Reserve bank.

Ingsmuch as the Federasl Reserve banks have
adopted the policy of not purchasing acceptances from the
drawer or holder of such bpills, this hes led the merchanut
%o rely upon the accepting bank to find & msrket for such
acceptances snd the sccepting bark, in turn, has relied
for the most part on its own FPederal ZZeserve bank ss &
customer.

The member bank, in selling these acceptances
under oper merket operations to its Federal iieserve Bank,
does not think that it has used up any of its rediscount-
ing right with its FPederal Reserve bank inasmuch as these
acceptances were purchased by the Federal Reserve bank under
open market operations, Section 14, rather than rediscount
operations under Section 13.

out of & total investment of $39,000,000 by the

Madamal Raaanwra Renlr Af Rnatan an Navamhaeav 2 1617 ahant
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A broad market should be developed for
bankers acceptances sand these bills ought to be-
come the prime investment for banks throughout the
country. They will not become so until they are
selling &t & rate nearer in accord with the going
market rate for money. Demend money in Boston and
New York rules st 4%. Bankers acceptances, sold to
banks to net 4% would probebly be bought by barks
with surplus funds, as demend loans are now carried.

However, a broad market can only be made
by brokers of some sort and as the note brokers to-
day come in contsct with the banks throughout the
vountry they are the ones, it seems to me, who could
properly hendle bankers acceptances. The rate on
bankers acceptances must be high enough to meet the
going market rete and to afford 2 small commission
to the broker.

Federal Reserve benks should only buy
bankers acceptances in the open market through brok-
ers teking them from member banks ounly as & rediscount
operation. The volume of business which the brokers
would receive from Federal Reserve banks alone would
insure & fair amo.nmt of business to brokers, irrespect-
ive of what the banks of the country wosld buy through
them.,

The effect of adopting such & policy would
not only be to steady the now artificial market thet
has been created for bankers sacceptences, but would
broesden it throughout the entire country. It would
also tend to brirng esbout a differentiation on rates
of bills based on the strength and charecter of the
accepting bank and would likewise enable & Federal
Reserve bank to broaden the charascter of its invest-
ments through its ability to buy acceptances of other
districts and diversifying the amount of aceceptances
carried of each accecting bank.’

ttp://fraser.stlouisfed.org/
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Optoder 30, 1915,

81ir: ~\f\ Rl

w_?M.o is to adyise you that the Board's

3 B

.
@1” v o~
- letter sf Octoder B (relating to open market opera-

o

tions, has deen slightly modlfted by the insertion

of the words “with respect to bills of exchange*

on the laet page of the letter aftesr the werds
*{ree te exerciss the autdority granted under Sec-
tion 14%. This addition doee not alter the sense
of the letter, Wt has bees introduced for the sake
of clsarnees. The letter as thus modified will de

offieially published in ihe Federsl Roservs Bulletin

for Jovemder.

Respectiully,

}‘) lro Mfiﬁ Ko Chl’ti”,
' Chairman, Beard of Directors,
Yedersl Reserve Bank c¢f Boaton.
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