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Uate__ Jtrnc XX, 1924,

You and the Board may be interested to know that schedules received 
this morning show that on June 6 the FederaX Beserve Bank of Bog ton pur
chased acceptances of the Udder Peabody Aooeptanoe Corporation aggregating 
#33, 158.71 end of the State Street iTrust Company aggregating $29,205*20* 
on which the Beserve bank charged a rate of 2- 7/8$.

This is the first schedule received since the war on whioh a rate of 
less than 5% 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 flO^OOO^SQQ^^, 
bankers1 acceptances wiWlnaturities from 
60 to 90 days.

Federal Reserve Board, 
Washington,
D. C.

R e c e i v e d

7 ; v'
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TREASURY DEPARTMENT

WAWONOTON """"""

July XX, X9X8. ^ ' S>' HO  )

-« \ r~ A •'*’*
—  * * ‘Ji °  

GOVERNOR'S OFFICE

Hon. f. 0. P. Harding,
Gove mor, Federal Beserve Board,

Dear Hr* Harding

j  Receipt is acknotled^ed of your letter of JalT.. 
5JnmsDiittin^ a communication trom the1 tfepuiyiK vernor 
^Slthe Federal Fesenre Bank of Boston, together with copies 
of correspondence in regard to purchasing acutiptanoeft trom 
the Bay State S*tional Bank of Iiawrence, Massachusetts.

In compliance with your request the enclosure^ 
forwarded with your letter are returned herewith.

Respectfully,

Deputy 0oiaptroller.
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Seayp W&# &uses-
Mmiwexim y w  tl» 2 fob. ultimo,

I fcant yom. herewith letter received ly mo te&ayr 

fyo* the Uaputy Oorerttor of fe&apnX aeeerre 

Bank of BettMf toother ?dth a*iolo*uroB referred 

to therein, A  1 of whloh m m  self-oxplanatory * 

Kindly nstura the oxselomros for ay flies 

aftar they hare terred your purpose,

Very truly yourt,

0W«R«r*

i, r# 'Am*
mps$# Comptroller of the Currency.
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FEDERAL RESERVE BANK OF BOSTON
53 STATE STREET

,Lr;:LuYoTE G°ve*N0**
July 3, 1918.

Hon. W. P. G. Harding,
Governor, Federal Reserve Board,
Washington, D. G.
Dear Sir;

Beg to acknowledge receipt of your letter of 
July laĴ Jregarding 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. Yarney, he informed me 
that he was going to give up the acceptance business.

Deputy Governor

ces/h
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C O P Y

THE BAY STATE NATIONAL BANK OP LAWK1HC1, MASSACHUSETTS.

May 21, 1918.

C. C. Bullen, Esq., Cashier,
Federal Reserve Bank of Boston,
Boston, Massachusetts.
Dear sir:

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 do of others to help our manufacturers 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 
is 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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jx.

C O P Y

A. D.

Dear Sirs:
This "bank is holding the following bill accepted by you 

Efo* 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) G* C, Bullen,

Cashier.
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Sna* Sir:
B«»rva Board I# 

tb» D*paty Con^tro liar ol th« Currency «* followu

*©» rsport of an ©*a»i»stio& tlfc*
Bay Stitt* Ha'tio.sal la.Bit.* JiStffW***
cimsoUs, oowpleited lay 14th ahow* that the 
piwtaral Ssswnr© Basle of Boston Jia* j*«*a$i*«*a 
$1X0,000 unsecured ac -*pt .incea from Ihls 
1b Tlolation of lav,-, as th© caabined capital
u i3& 8« r p lm »  o f  t l »  B a y  S t a t e  S a t f o n a i  B a n k  
I* only $500f0j0.*'

Ycrc ar# r*quest*d to., a.eKJ#rtain t&fc f ac t*

in ft# caM, and report same to the Board*

Vary truly j-our»,

Q u y

Oo-rernor*

itr. Oharlts A* jforss,
Oof<ernor $«&»*«& Sesorv® Ifemfc*

Boat on, BUM*
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m y  1. 1910.

Bear Sirs

I aoksowle&ge rocaipt of your letter
/

of frm 28th<»Uing attention to the f&ot that the 

lay State Hetional Bank of fcawreiwe, Maeeaoimeette, 

has apparently violated t*» law in purchasing 

unee oared aoceptancee In exoeee of the statutory 

limit* 1 have sent a oopy of your letter to Htt 

Federal Reeerre Bank; of Boston, with ref«#ft for 

lanediate lureetlgatloa a&4 roport*

Tejy truly yotre *

®overnor»

Eon* T* f* Kane,
Deputy Ooaptroller of the Currency*
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TREASURY DEPARTMENT

Comptroller o r the Currency

WASHINGTON

June 2% 1918*

fO

Governs t 9

Federal Reserve Boards 
Sir:-

r e c e iv e d
''UL1 -J918 

^eRNoirs OFFici

The report of an examination of the Bay State 
Nation&l Bank, Lawrence, Massachusetts, completed 14 
shove that the Federal Seeerve Bank of Boston has purchased 
$110,000 unsecured acceptance* froia this bank in violation 
of law, as the combined capital and surplus of the Bay State 
National Bank is only $500,000.

Seaport fully.
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A f c t f t fO  L . A IK K N
* GOVERNOR

F L O R R IM O N  M . H O W E
CASHIER

E R N E S T  M. L E A V IT T
ASSISTANT CASHIER

C H E S T E R  C . B U L L E N
ASSISTANT CASHIER

W IL L IA M  W IL L E T T
ASSISTANT CASHIER

H A R R Y  A . S A U N D E R S
ASSISTANT CASHIER

FEDERAL
OF BOSTON

BANK

HEcnvriD
DEC G - 1917

G O V E R N O R ’S  O F F I C E

im diActors
F R O R R I C M  c fc jR T I% L  CHAIRMAN
/ V amp S p i r a l  r e s e r v e .wWmrijw i Mirwwrt rrriTYrTmHTii

AND DKPUTY FEDERAL RESERVE A9ENT 

T H O M A S  P . B E A L , BOSTON, MASS.

T H O M A S  W . F A R N A M , NEW HAVEN, CONN. 

A R T H U R  M. H E A R D , MANCHESTER, N . H. 

C H A R L E S  A .  M O R S S , BOSTON, MASS.

E D M U N D  R . M O R S E , PROCTOR, VT.

C H A R L E S  G . W A S H B U R N , WORCESTER, MASS. 

A L L E N  H O L L IS ,  CONCORD. N. H.

December 6, 1917 •

32>3 * HIon* W. P. Harding,
Governor, Federal Reserve Board,Washington, D. C.

SQr dear Governor Harding,-*
I meant t© write to you 

yesterday to thank you for the co-operation ©f the Board 
in the matter of our of ac»ept^ces to ^ederal^^
Reserve Banks of Cleveland, Minneapolis, and San Francisco, 
to the amount of about $§,O00,0©0* each.

fhese banks acquiesced promptly in the matter, 
and the proceeds were placed to our credit in the Gold 
Settlement Fund yesterday.

I found that sjtfae of our shorter maturities
having 
ms at &i$,
banks were ajr • All three banks were agreeable to

0 days to run had been bought bydrt about 76% of the bills sold to ©ther

taking t^^ibills at the prlee at which we bought them, 
nameis/'&Sfc for the shorter maturities, and at 

.©nger*
W  feeling is that the situation is going to 

he somewhat easier here for the next ten days, with 
perhaps a slight increase in loans over the 15th. A 
large part of omr recent rediscounts are from 60 to t© 
days, consequently ©ur loan will not liquidate very

^  JLJS. ^ J<L \ ~2rDigitized for FRASER 
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Hon. nr. P Harding, #24 

rapidly*
My personal feeling is that in view of the 

fact that there is a considerable difference in the 
reserves of the different hanks in different sections 
of the country, it would be well if the Board would 
consider the equalization of reserves throughout 
the whole system by rediscounts• I aip not looking at 
thiis from our individual point of view, hut from th.e 
point of view of tiie system as a whole, for I feel 
that as the strain increases, the unification and 
close inter-relations of the hanks should he strengthened , 
and that it is going to he necessary to operate the 
Heserve Banks as units system, rather than as
individual hanks, to a greater extent than ever before.

I shall he glad to keep you advised as to the 
situation here.

thanking you once more for your kindness, 
and with warn personal regards, I am,
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4» 1$I?»

1 r* A1 tr*& 41HB,
Oo*arnor ?e>d»ral E«n»rt« Bask, 

jtofttoa, **»«•

BCftf SkJTOrsor Aifcom 
Mr* fNurtwrg a*8 told os of your tom ra*- 

tloa * lfch Ma. chhmt tt» te lupins, and I ttndtrtt&cd th»t ho 

feta arraneeu with too f m & m m l  M W s . *r Clovo&ftaA 

t o  talc# aooo aeo#ptfcaoet» i ro» you. 1 tanro wlrmd, %tm Federal 

&8*jfT3 ol ijiimt-uipoll* and tue 3»»orvo Bank of

Sim Frajjoiooo, to #aan tfe*|tiwy taiifc t&*̂ k>0,090
of tonucop*' aootpt&aaeo frora yam* »Bfcine In Jsuik a&«e that tfc#

Bosur4 ?>• aavitod aau tixat % tolegra» bo sosi direst to yo»

in addition* f&ay will la&ie&to flfeotiser t&0̂  vdafe tfce imdoroo-

aamt of yowr tadu I  widorataBd Hist t&a mto 1» 3|JL 

?o*y traly *««*••

Oo*omor.
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A L F R E D  L . A IK E N
aOVCRNOR

P L O R R IM O N  M . H O W E
CASHIER

E R N E S T  M. L E A V IT T
ASSISTANT CASHIER

C H E S T E R  C . S U L L E N
ASSISTANT CASHIER

W IL L IA M  W IL L E T T
ASSISTANT CASHIER

H A R R Y  A . S A U N D E R S
ASSISTANT CASHIER

FEDERAL RESERVE BANK  
OF BOSTON IR A L  RESERVE A a fN T  

VICE-CHAIRMAN 
'  AND JBEjM ffY FEDERAL RESERVE AOKNT 

T H O M A S  P . B E A L , BOSTON, MASS.

T H O M A S  W . F A R N A M , NEW HAVEN, CONN. 

A R T H U R  M. H E A R D , MANCHESTER, N. H. 

C H A R L E S  A . M O R S S , BOSTON, MASS.

E D M U N D  R. M O R S E , PROCTOR, VT.

C H A R L E S  G . W A S H B U R N . WORCESTER, MASS. 

A L L E N  H O L L IS , CONCORD, N. H.

Bee ember 4, 1917.
' —A, V

Paul M* Warburg, Ksq,,
Vice-Governor, Federal Reserve Board, 

Washington, B* C,

My dear Mr* Warburg:
t? V*. iQr your information, I enclose herewith copy 

of letteit^I am sending to Governor Harding tonight*
I have telegraphed, in accordance with your 

suggestions, to the Minneapolis and Ban Francisco 
Banks, and if our sale to them is agreeable to them,
I shall ask them to make payment through the Gold 
Settlement Fund tomorrow* 1 can quite plainly see 
ahead of us her^fKe~vSxy 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.

Very truly yours, -

Governor*

ala/d
Enc.
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A L P R K O  L . A IK E N
GOVERNOR

F L O R R IM O N  m . H O W E
CASHfKR

E R N E S T  M. L E A V IT T
ASSISTANT CASH1KR

C H E S T E R  C . B U L L E N
ASSISTANT CASHIER

W IL L IA M  W IL L E T T
ASSISTANT CASHIER

H A R R Y  A . S A U N D E R S
ASSISTANT CASHIER

FEDERAL RESERVE BANK 
OF BOSTON

RECniV
DEC C 017

G O V E R N O R ’S

P R E D E R fO F n , C p a a ~ IS S .lC U »lB M A ^
W ^ H D je tm K X L  RESERVE AO I  NT 

A N D R E W  J . P E T E R S . VICE-CHAIRMAN
AND DEPUTY FEDERAL RESERVE AGENT 

T H O M A S  P .  B E A L , BOSTON, MASS.

T H O M A S  W . F A R N A M , NEW HAVEN, CONN. 

A R T H U R  M. H E A R D , MANCHESTER, N. H. 

C H A R L E S  A . M O R S S , BOSTON, MASS.

E D M U N D  R. M O R S E , PROCTOR, VT.

C H A R L E S  6 .  W A S H B U R N , WORCESTER, MASS. 

A L L E N  H O L L IS , CONCORD, N. H.

, 1/ (i
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 customers1 notes, secured by Liberty Loan 
bonds* 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 Mr. Warburg by telephone, to the Federal Reserve Bank 
of San Francisco and the Federal Reserve Bank of Minneapolis, 
making $15g000,000 in all* Cleveland is paying us today 
through the Gold Settlement Fund, and if the other two 
banks a^e willing to purchase our bills, we shall ask them 
to make^payment through the Gold Settlement Fund tomorrow, 
so that we shall make a respectable showing the last of 
the week# X can see ahead of us a still further demand 
for/accommodation from our member banks in connection with thar withdrawal of government deposits on the 6th and 11th 
(sts* and the withdrawal and the Liberty Loan payment on te 15th, Our sale of #15,000,000 of acceptances
the other Federal Reserve Banks has reduoed 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, undoubtedly
some of the other feaeral^Reserve Banks*

I shall be glad to hear from you as to the Boards 
feeling in this matter, and also to be advised as to the 
basis on w h X o h such rediscounts oan be made, as to the 
matter of rate* I will oall 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 ard very largeDigitized for FRASER 

http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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Hon. Harding-2-

buyers, ahead of us, X can see a prospect of some fairly 
tight 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 
Banks? in the course of the comparative near future*

I am looking forward to seeing you on Thursday, 
the 15th inst* when we can have an opportunity to 
talk the whole local situation over.

Very truly yours,

Governor*

ALA/D
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E l :’k :"V5 board Fitfj

Nov«ab«r 38, 19X7 .

- T d

Ooirernor Aiken telephoned thia morning that their 
reeefca balag vary low * (It la below 56} they wiah towls
resell to $#* fork the five alllions of aofceptanoee that 
they took ffom Mm fmk the other day; and they had tele- 
phoned to lew fork and lew fort waa willing to talc#

Ha wanted to inform the Board ao as to be aura that 
1m  waa not doing anything which waa not in accord with 
our poMofv

I aild to him that I thought there would be no ob
jection at all to their doing a®* 4a a aatter of fa#tf 
it would be probably more adviaabla to direct tfceae fire 
aril lion dollar a fro* Boa ton to Philadelphia instead of 
to Haw fork, beoauae thiladdlphiafa reaarw# poaitlon la 

»uoh stronger ,but §» view of law Tork^a hesitation la
acting to inoreaaa their ratae, it might fca jiait aa well 
to let Jtflfe* feel aome preaatira ratherthan to k̂ ej> tha» m  
■eaay atr##!**

I told Aiken that I wrote his last night 41*
count rata* and ha aald ha would probably call aî  axeoi*- 
tire seating on Friday and put up their rataa* Y
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A L F R E D  L . A IK E N
aO V V R N O *

F L O R R IM O N  M . H O W E  >
CASHIER

E R N E S T  M . L E A V IT T
ASSISTANT CASHIER

C H E S T E R  C . S U L L E N
ASSISTANT CASHIER

W IL L IA M  W IL L E T T
ASSISTANT CASHIER

H A R R Y  A . S A U N D E R S
ASSISTANT CASHIER

t

FEDERAL VE BANK
OF BOSTQLL

RECEIVED 
NOV 7 1917

OFFICE OF
MB. HAMLIN

STON^
NEW  HAVEN, CONN. 

K IR  M . H E A R D , M ANCH ISTKR , N. H. 

C H A R L E S  A . M O R S S , BOSTON. MASS.

E D M U N D  R . M O R S E , PROCTOR, VT.

C H A R L E S  O. W A S H B U R N , WORCESTER, MASS. 

A L L E N  H O L L IS , CONCORD, N. H.

Bevember 5, 1917

Hon. Charles S. Hamlin, 
c/c Federal Reserve Beard,
Washington, D. C.
Bear Mr, Hamlin:

I am enclosing herewith a memorandum 
on the policy of purchasing bankers acceptances 
in the open market as practiced by the differ
ent Federal Reserve banks*

Yours very truly,

FEDERAL RESERVE AGEIT.

fhc/mhb

Eno
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y
EXISTING PRACTICE OF PURCHASE BY FEDERAL 

RESERVE 3AI-QCS OF BAHKEHS ACCEPTANCES 
US THE OPEK MARKET

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

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

Inasmuch as the Federal Reserve banks have 
adopted the policy of not purchasing acceptances from the 
drawer or holder of such bills, this has ied the merchant 
to rely upon the accepting bank to find a market for such 
acceptances and the accepting bank, in turn, has relied 
for the most part on its own Federal Reserve bank as a 
customer.

The member bank, in selling these acceptances 
under open market operations to its Federal Reserve Bank, 
does not think that it has used up any of its rediscount
ing right with its Federal 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 a total investment of §39,000,000 by the
ft w o l B o a a w o  U o n lr  n-P R n o + .n n  n n  'Z 1 Q1 7 f l h n n t .
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(2)
>

A broad market should be developed for 
bankers acceptances and these bills ought to be
come the prime investment for banks throughout the 
country, ffliey. will not become so until they are 
selling at a rate nearer in accord with the going 
market rate for money. Demand money in Boston and 
Hew York rules at 4$. Bankers acceptances, sold to 
banks to net 4$ would probably be bought by banks 
with surplus funds, as demand 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 contact with the banks throughout the 
uountry they are the ones, it seems to me, who could 
properly handle bankers acceptances. The rate on 
bankers acceptances must be high enough to meet the 
going market rate and to afford a small commission 
to the broker.

Federal Heserve banks should only buy 
bankers acceptances in the open market through brok
ers taking them from member banks only as a rediscount 
operation. The volume of business which the brokers 
would receive from federal Reserve banks alone would 
insure a fair amount of business to brokers, irrespect
ive of what the banks of the country wo^ld buy through 
them.

3?he effect of adopting such a policy would 
not only be to steady the now artificial market that 
has been created for bankers acceptances, but would 
broaden it throughout the entire country. It would 
also tend to bring about a differentiation on rates 
of bills based on the strength and character of the 
accepting bank and would likewise enable a Federal 
Reserve bank to broaden the character of its invest
ments through its ability to buy acceptances of other 
districts and diversifying the amount of acceptances 
carried of each acceptingbank.7
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8o<rrotaFy *

®r. f*»d#rls B. Curtloo,
^halima, Board of Diroctoro,

F#d#raX Beaerv© Bank of Boston.
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