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O ffic e  C o rre sp i - J e

To

From, Mr» $m

3 3 B iYou may bo Interested in knovl&g that me Federal Reserve Bax* of 
lew Yorfe: purchased acceptances oa «frme X? at the m ln & m m authorized rate of . 
&4/E par coat* 32ft acceptances purchased at mis rate were of the Oana&iaa 
Baniv of' Oosan&roe, Goldiaan Sachs aad Coupŝ sy, and the F r m c h  m & r l o m  Baring 
Corporation, a&d aggregated 299,760.67. 2hese acceptances were all bought 
from the Discount Oo*poration* Ton may ale0̂ 1ike to 'know that cnJttne 16 
the How York Bsttk purchased #1§,9&3,8I9.2Q. of acceptances of vartoa* last!tu- 
tioa® fro® J» 1% Morgan and Ocâ any* on t&ich a tmifom rate .of 3-1/8 per 
cant m m flihergod* Of me aaoep tames purchased fron J. P. liorgan and Cos$>a*sr, 
$6,269,771̂ 19 were allotted to other federal reserve banka, me maturities 
of these acceptances ranged from 1 to 140 days*

i
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Bm t  ©»?«F»or 3*roA6i

to tha adifl•ability of thara balng an undarataiwi- 
ing aocmg tho Federal fMnm- banka that bill# from tbair 
on portfolioa will not b* of farad in the op»n aaricat.
1 «hall diaooaa tha natter with the other maofcara of the 

Board and w ill lafc you hoar froa n® farther cm tha «ab- 

>ot. -

▼airy truly yours.

I aofcnowladga raoaipt of yoor latter of 
Lnatant̂ jtod nota tha a»gge»ticm ywa ham to aake with

m* Strong, Ooramor, 
AemiYe

3WPP ' MH'X| Jl* X*
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Fe d e r a l  Re s e r v e  B a n k  

o f  N e w  Y o r k

PERSONAL:

-— ) >->

January 21, 1921,

Dear Governor Harding;

I think I recall one of our officers mentioning to you that we 

had recently learned that one of the Reserve Banks had sold all or some 

part of it8 holdings of bankers acceptances through a firm of bill dealers.

It came to our attention because some of these bills were those which we 

had purchased for this fteserve Bank in the Hew York market and bore the 

indorsement of our member banks.

We are, possibly, not justified in suggesting as to how any 

Reserve Bank should manage its own affairs, but we have always felt, as 

to our own bills, that it was a mistake ever to dispose of any part of 

our portfolio in the open market, and I think a study of the subject will 

convince you that it is an unwise practice. But irrespective of that, we 

do feel interested in any such transaction when it relates to bills which 

we have ourselves purchased for one of the other banks, because the offer­

ing is at once made in this market.

I am writing you personally to inquire whether this situation 

might not be met by having an understanding among the Reserve Banks at least 

that no such sale shall be made without the bills being first offered to us 

at the same rate of discount which such Reserve Eank would realize through 

the brokers. At least as to bills which we buy, we would not like to have 

them sold or offered in the market without having opportunity first to buy 

them ourselves. I throw this out as a suggestion only for your considera­
tion, without the slightest desire to indicate how any particular Reserve Bank
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should manage its affairs.

Very truly yours,

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

OF NEW YORK

C O R R ESPO N D EN C E

^  Ms^Jlr-* Jay— :--------------- -4
R E C E I V E D

.1111 SO 1920
OFFICE OF

THE GOVERNOR.

S U B J E C T

Opea

I have gone over the recent correspondence with MoDougal which arow 

from their imqpirf witli regard to selling for their aoe©*aii in this market 

$2StO0OfW  «f indorsed bill*.

There is no question as to the legal right of a Federal reserve bank to 

aell bill* from it* portfolio back into the market, bat the wisdom and propriety of 

so doing has been considered, both by the governors in conference and the directors 

of this bank, with the result that both bodies discountenanced the practice, the 

principal thought being that Federal reserve banks, like ail central banks, being 

places of ultlaate rediscount, should not be traders and that paper which has fees* 

taken out of tip market by Federal reserve banks should not -̂ gain be found In tho 

aattret. Also, that regard for tho credit of a bank which has indorsed and sold paper 

from its portfolio to a Federal reserve bank would prevent the reeorve bank fr«i in­

jecting that indorsement into the market, where it might be hawked around, t# the em­

barrassment , if not to the detriment, of ths Indorsor- This is irrespeotivs as to 

whether or not the iBdorsOm*^ Is that of a bank which accept*, and, of course, would 

apply to all bills bought by Federal reserve banks and not merely acceptances of lew 

York banks*

The -aafcier of relative aaffcet rate* for bankers bill* aad Treasury Certifi­

cates of Indebtedness was not considered, aad I oannoL see that the question of rates 

can have any tearing on the principles involved in determining Federal reserve bank 

policy. It seems to m  that the resale of a bank*8 indorsement that has beon give* 

only to a Federal reserve- baak am a condition of purchase by the latter Is really very 

little dlff©rout from a sale by a Federal reserve bank of aa item red is counted for a 

member' bank, which, I assume, would bo legal if It were a bill of sxchsege aad not a 

proaiasory note*Digitized for FRASER 
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M 1SC .3 .1 -80M -I-20

FEDERAL RESERVE BANK 
OF NEW YORK

O FFIC E C O R R ESPO N D EN C E DATF. Jrty z», -------

to lr. i t * _______________________________  Poller »f r«d«rU to

fhomS*— laaanl________________ _ Open Market Sales of Bankers
•2*

I feel Tery certain that were Federal reeerve books to reverse their policy 

and appear as eellore of bills In the n&rket, the effect would he to the detrinent of 

the sarket m d  Its developnent and that nany beaks which are now good buyers of bills 

would cease to purchase the* if they thought that their indorseaent on bills sold t# 

a reserve bank wight get into the aarket*

Aside fros theory, however, there is the very practical fact of â ffcet condi­

tions. the dvmxmd referred to by Mr. HcDougal is lew Tark savings banks9 denand for 

the chsracter of bills to vhich they are rest rioted by law, I. ••, acceptances of lew 

York State banks and trust coap&niee and national b«nks located In Sew fork* For these 

there has developed * pretty food %ad constant den&nd for numerate anounte, when they 

can be had &t approx1sately the full tern of 90 days at the top aarket rate, but ths 

savings basks are as keen for rates as any other buyers and will not pay for an is- 

dorsed bill, but prefer to confine thenselves to the bills of a cooperatively few large 

banks with whose credit alone they are satisfied. Also, they are fussy as to n&turities 

and prefer the 90-4 »y period for round anounts rather than to take shorter and nixed 

ttnturitlss*

There has hardly been a tine in recent years when $25,000,000 of paper could

have been readily resarketed hers and a serious s-ttenpt to sell even a snail proportion

of that anosnt would be very disturbing in the present narket*

Hth regard to Br. icl>©ugal*e letter of July 10, I do not understand that his

bank is under any special obligation to this bank not to dispose of paper which they nay

take on allotnent fron us or that It is oontesplated that we should Inpose asiy suoh m -

striotisn with regard to paper which they nay subsequently take either on &l let sent or

br from tkl. b«k thl., lrM»i»*tl~ *f Bot W * r
the acceptances of lew fork btaks. it is ny understanding, however, tlsl Federal fteeerve
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M 1 8C .3 .I-90M -1 -20

FEDERAL RESERVE BANK 
OF NEW YORK

O FFIC E C O R R ESPO N D EN C E
r

to_Mr» Jay___________________________

E. R. lenzel______________________

SUBJECT

Systea policies, f ©really adopted by the governors 1st conference aad vhloh feave at 

least the iaforaal approval of tfee Federal Reserve Beard are ooatiaaiiig policies of 

the Systea until f ©really reconsidered.
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Dear Governor Harding:

I think you may be interested in the enclosed 

copies of telegraphic communication with Mr. McDougal.

Very truly yours,

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

PJ.MSB
Enc.

r
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FEDERAL RESERVE BANK 
OF NEW YORK

Ghicago, July IS, 1920

Kenzel, New York.

In view of the active demand which you report and shortage of 

supply New York bills can you sell for our account any part of $25,000,000 

endorsed bills? If so on what terms? Please reply promptly.

McDougal
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FEDERAL RESERVE BANK 
OF NEW YORK

I

Chicago, July 1£, 1920

Kenzel, New York.

In view of the present condition of the Bill Market we have 

determined if possible to dispose of part of our holdings and consequently 

shall appreciate earliest possible reply to our telegram of this morning. .

McDoygal
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FEDERAL RESERVE BANK 
OF NEW YORK

July 15, 1920

McDoug&l, Governor,

Federal Reserve Bank of Chicago.

Your telegrams today received The active demand reported by us 

is for prime Kew York member unindorsed 90* 8 . Practically no demand for 

indorsed bills. Sales of indorsed bills by dealers and banks are practically 

confined to us. Might be able sell some indorsed bills to dealers at from 

about 6-1/4 to 6% according to maturities but dealers would probably wish us 

to carry them and ultimately to purchase large portion at least. I am sure you 

are familiar with our views as to undesirability of Federal Reserve Bank 

selling indorsed bills from its portfolio to dealers in view of unwillingness 

of banks to have their name as indorsers held elsewhere than in Federal Reserve 

Banks and of restrictions Section 5202 National Bank Act regarding national bank1 " ...
liability. Though our position is not easy we would of course be willing if 

Board approves to make substantial purchases of bills referred to at our 

current buying rates for such paper if your need is sufficiently urgent

PI£RR£ JAY
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COPY ,
\ 
■ i

Chicago, July 14th.

Pierre Jay

Your telegram contains the first advice we have received indicating
1

that New York accepting banks are not willing to have their names as endorsers 

held elsewhere than in Federal Reserve Banks. The absence of any demand 

for endorsed bills is doubtless attributable to the fact that offerings of such 

bills have not generally been made. It is our opinion that under current con­

ditions the Reserve Banks should not be laige buyers of bills and that no
' Irestrictions should be imposed which would prevent sale of the open market of j

endorsed bills if the opportunity offers. While as indicated in our telegram j
\

we are desirous of reducing our holdings we, of course, would not be disposed J
1to do so if the same are to be repurchased by you either for your own account

i

or redisoounted. While we appreciate your expressed willingness to take some ]

of our bills we cannot under present conditions consistently expect you to 

do so. Our intention was to dispose of the bills in the present active market 

and not sell the same to other reserve banks. If we are correct in understand­

ing that New York endorsing banks do not desire their bills sold in the open 

market it may be necessary for us to discontinue to purchase the same and to 

confine our purchases to bills originating in this district where there is no 

such understanding on the part of the endorsing banks. Please advise as to !

whether our interpretation of your telegram is correct.

McDoqgal

FEDERAL RESERVE BANK 
OF NEW YORK
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FEDERAL RESERVE BANK 
OF tfEW YORK

JULY (|5, 1920

MC DOUGAL GOVERNOR CHICAGO

• Answering your telegram received late yesterday afternoon regarding

market for bills stop le are just as anxious as you that Federal Reserve Banks 

snould not be large buyers of bills under current conditions but fact is that 

aarket will not yet nearly absorb aggregate output of bills and Federal Reserve 

Banks must carry unabsorbed balance stop If you sold $25,000,000 bills in 

this market they would merely fill up the market for a like amount of fresh 

incoming bills which would otherwise be purchased by investors and we should 

find ourselves under the necessity of purchasing the $25,000,000 of fresh 

bills whose market you had displaced stop I mailed you yesterday copy of a 

weekly wesfriiy memorandum on bill market which I receive which I think will make 

the situation clearer to you stop

If we were now to sell endorsed bills to the market it is probable that 

many city banks would stop buying bills entirely which would have a disastrous 

effect on the market stop Furthermore occasional sales by Federal Reserve Banks 

would leave the dealers all at sea in their judgment as to the volume of bills 

to be dealt with and would result in curtailing their purchases from the ac­

ceptors and drawers of bills who rightfully look to the dealers for a t & a d j market 

for their bills stop

As to the indorsing banks in this city not desiring their bills in open 

market we have no definite understanding with them but we know their views and are 

in full sympathy with them under present conditions at least stop I feel quite 

sure that this has been discussed at conferences here at which some of the 

out of town governors have been present and I know Governor warding is fully 

conversant with this feeling on the part of the indorsing banks and am of the 

impression that he sympathizes with it stop It is my firm belief that
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FEDERAL RESERVE BANK 
OF NEW YORK

(
McDougal Chicago (Sheet #2)

bills selling at six per cent they are an attractive investment for country 

banks and Federal Reserve Banks should not lose this golden opportunity of 

educating their member banks to buy bills stop Our experience in this 

respect is most gratifying stop ?Je now have one hundred and forty country 

member banks (out of a total of about seven hundred) who are buying bills 

regularly or occasionally through us, an increase of over one hundred since 

January first stop They are delighted with bills and with our service and 

many of them are now buying bills direct through brokers who are also equally 

delighted with our success in widening their market stop

We renew our willingness to take such portion of your bills as 

you find it necessary to dispose of subject to the approval of the Board and 

we hope that the next time you are in ftew £ork we may have an opportunity of 

discussing with you the bill market from all of its many angles

PIERRE JAY
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IN REPLY PLEASE REFER
t o FRA-JVDS

Fe d e r a l  R e s e r v e  Ba n k

o f  N e w  Yo r k

April 19, 1^20.

Dear Governor Harding,

I acloiowledge receipt of your letter of .April 17th 

addressed to Mr. Jay, returning fourteen letters from member

banks in this district on the subject of the purchase of accept­

ances.

Very truly yours,

Shepard Morgan,
Assistant Federal Reserve igent.

Hon. W. P. G. Harding,
Governor, Federal Reserve Board, 
Washington, D. C.
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April 17, 1920

Dear Mr* Jay*

I am returning herewith for ymir filet the 

fourteen letters from awafcer baijks in ̂ our dl strict 

on the subject of the pav&ase of acceptances for 

snOBber banks, s&lcfc ytm so kindly/transmitted wttb 

your letter of the 2&gkjttl&lqt» ih©De letters 

have been brougit to the attention of the other 

Lwir&ers of the Board and have been read with Interest*

Tory truly joarsf

G o v e r n o r

Mr* Pierre J&y* CStmirJasn* 
Ptederal Heserro Bank, 

lew tofc* H* X.
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Fe d e r a l  Re s e r v e  Ba n k  

o r  N e w  Y o r k

7H
L S

X -Mi*--

April 15, 1920.

R. G. Emerson, Esq.,
Assistant Secretary, Federal Reserve Board, 

Washington, D. C.

My dear Hr. Emerson:on:\1 V a-

I #isn to acknowledge receipt/of the ten copies of the 

memorandum/Compiled by Mr. Paddock on the acceptances held by the 

Federal Reserve Bank of Hew York, prepared from data which he took 

during the recent examination of this bank by the Federal examiners. 

Thanking you for your courtesy in this matter, I am,

Very truly yours,

J t
E. R. Kensel,
Controller of Investments.

VR

f 2-
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?  3 3

April 1% 1S20*

Mr* £• Vu I imml,
Control h r  of Im&atmnts,

Federal Heoerva Baak of Hew Yor'k, 
Mm Tork City*

Pear Sin

la aooordano® with your mqmat mad#

to Mrw Harris m  orer the telephone this after-

aaoag the Director^ of your Baafc, ten, copies of

Secoptaaaces of the federal Rea err e Basic of Hew

I

noon, 1 am ©neXos
W .T &

for di sfcrl tuition

fclie awmoraiadpi^|)repared h? Mx* Paddooi on

York*

Veif  trt&sr yoarst

(,£ialo?mrea) Aasl stand Secretary*
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F e d e r a l  Re s e r v e  B a n k  

o f  N e w  Y o r k

rbcbivId
aprI!280 April 12, 1920.

Dear Governor, Baaxlingt

m i/

report
you foivsendfng to me a^ffashington the copxes*of a

made by Mr. Padfclock regarding bankers acceptances purchased in 

the open market by the Federal Reserve Bank of New York.

Following the distribution of this memorandum among the gov­

ernors, we discussed the idea of our open market purchases* being made

for the account of all the Federal reserve banks on a pro rata basis.
nlHBWHK#

ThiT principle was fully agreed to by the majority of the

governors and the following resolution was adopted:

"That it is the sense of this meeting that 
the stabilization of the open bill market is incumbent 
upon the System as a whole, and that a committee be ap­
pointed by the Chair to develop an equitable basis for 
making such support effective.”

This motion was carried with Richmond and Philadelphia not

voting. The Chairman thereupon appointed the committee as follows;

Governor Fancher 
Governor Morse 
Mr. Kenzel.

Very truly yours,

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

J. H. CASE
Acting Governor.
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j  % ^ V ?
A-169I

A^ril 8, 1920.— '  muff- •■:v v 1*

Subject: Bankers ’ Acceptances Pur­
chased in the open market held 
by the Federal Reserve Bank'of 
Hew York, March 27, 1920.^  .... .

On February 28, 1920, the total of acceptances purchased in the 

open market by the Federal Reserve Bank of New York reached ;)231,257,300.00, 

the largest amount ever hc-ld by the Bank. At the close of business 

March 27, 1920, when the present examination was commenced, the accept­

ance holdings amounted to $196,480,000*00.

A general classification of the 7,500 acccptancos hold on March 

27, 1920, is as follows:

Character

Import and Export Bills 
Domestic Bills 
Foreign Trade Bills 
Domestic Trade Bills 
Dollar Exchange Bills

Amount

0154,450*000.00 
25,750,000.00 
2,860,000.00 
270 ,000.00 

2,150,000.00
Bills held under repurchase agreement 11,000,000.00

$196,480,000.00

From information taken off during the examination, it appears 

that the acceptances cover shipments of nearly one hundred different com­

modities, and that about one half of these acceptances, representing ap­

proximately 15/3 of the dollar total, set out specifically in the instru­

ment the commodity covered. In many other instances an idea as to the 

character of the transaction financed may be obtained from firm names, 

placc where drawn, or other.information appearing on the bill. In a few 

*ases the shipments arc described as "General Merchandise". However, 

it is estimated that about one fourth of the acccptancos hold bear nc 

evidence of the nature of the goods shipped, beyond the certificate as to
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tfae general character of the transaction necessary under the Board’s regulations 

for eligibility for purchase# The import bills, which constitute about two 

thirds of the total number of acceptances and one-half of the total amount, 

usually contain full details in regal'd to shipments covered, including a de­

scription of the goods, vessel byr which shipped, and reference to credit estab­
lished:

The export bills give very little specific information concerning the 

shipments represented, beyond a general statement such as “Exports to Japan", 

"Cotton for Export”, “Merchandise for export", "carpets for^Surope”, etc*

Aside from the certificate as to the nature of the transaction* necessary for 

eligibility, the domestic bills frequently fail to set out the goods covered* 

However, the domestic bills are in good form and the drawers are usually well 

known provision, grain or manufacturing concerns, of which the following may be 

mentioned as samples: Great Atlantic & pacific Tea Co., International Grain 

Co*, Wilson & Co., Nestles Food Co*, Augusta Knitting Co., Utica Knitting Co*, 

Mexico Hide Co., Newburger Cotton Co., Maxwell Motor Co., Oil Storage Co.,

Barnet Leather Co*, United Sugar Co., Empire petroleum Co«, Castle Kid Co.,

Union Wool Co., Premier Worsted Mills, Tungsten Products Co.

The following classification as to conanodities covered is made of

the acceptances bearing definite information as to the character of the trans­

action represented:

Character of 
Acceptance

:Number of 
: Items

Percent of 
:total no. items

: : Percent of total 
: Amount :amount acceptances: Remarks

Silk 700 9.3 12,162,000 6.2 Imp.Japan
Cotton 480 6.0 11,130,000 5.7 fXporbs
Hides & Skins 345 4.6 10,461,000 5.3 Imp. S* Am.
Packers 380 5.0 7,980,000 4.0 TBt ports
Coconut oil 285 4.0 7,935,000 4.0 Imp.Orient
Sugar 225 3.0 5,515,000 2.8 Imp. W. Ind.
Silver 150 2.0 4,200,000 2.2 Exp.Orient
Coffee 150 2.0 3,500,000 1.8 Imp.StAm.
Wool 80 1.0 2,600,000 1.3 Exp. Europe
Wheat 75 1.0 1,965,000 1.0 Exp. Europo
Tobacco 75 1.0 1,935,000 1.0 Imp.
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Other commodity shipments 'rhich are shorm by the data on the 

bills to have been financed by the acceptance method are as follovrs:

Copper* crude rubber, pulprrood, gasoline, kerosene, olive oil, 
brass, groceries* gold flour> crude oil, hemp 'ralnuts, extracts, cocoa, 
camphor, human hair, bamboo matting, muriate of potash, dried albumen, 
sardines, diamonds2 ivory, strav braid, .rice, dog skin mats? c Lover ■ 
seed, bristles, raisin§, tea dust, cured herring, aniseed oil, stra 
hats, rugs, carpets} . peanuts, Japan vrax, gum damar, hardware-, satin, 
rattan furniture, olives, cigars, glue, toys, drawing instruments, 
surgical instruments, cr^kery*

At the close of business ."arch 27, 1920, the Federal Reserve 

Bank of Nevr York held Bankers' Acceptances, drar/n by the principal packing 

concerns, as follows:

Drawer

Armour & Co. 
Srrift & Co, 
Morris & Co. 
Wilson 6c Co. 
Cudahy & Co. 

Total'

Distribution of 
acceptors

11 Banks in 5 Cities
16 Banks in 8 Cities
4 Banks in 2 Cities
12,Banks in 6 Cities
1 Bank in 1 City

38 Banks in 12 Cities

Number of 
acceptances

153
82
43
25

Amount

f 3,975,000
3.900.000
1.300.000 
1,128,100

200,000
710,503,100

A fetr of these bills, amounting to less than ; 500,000.00 are 

domestic acceptances bearing a certificate that "At the time of acceptance 

this bill vras secured by shipping documents evidencing the domestic shipment 

of goods". About one third of the acceptances referred to in the foregoing 

tabulation of packers* bills are accepted by National banks and there is 

no notation thereon to shorr the character of the transaction. •(Under the 

Board’s regulations (B~1916) no evidence of eligibility is required vrith 

respect to a bill accepted by a National bank*) Forty-four of the bills 

carried in the tabulation, amounting to (1,100,000, vrere out for collection 

and therefore could not be examined. The remainder of the bills contain a 

certification that ''This acceptance is based on a transaction involving the 

importation or exportation of goods" or ^hat the acceptance is "an inherent
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part of an export transaction and does not require revenue stamps". The 

"Swift11 bills refer to "Exports" and the "armour" bills state "Dravm 

under L/C No*- , Date - , Covering exportation of Merchandise". None of 

the packers1 bills contains any definite statement as to the commodity 

covered; the date, character or destination of the shipment; or the name 

of the vessel carrying the goods. On February 28, 1920, the date the 

acceptances reached the high mark, ‘231,257,300.00, the packers* bills 

amounted to (18,300,000.00 (8$). On March 27, 1920, with total acceptances 

of (196*500,000.00, the packers1 bills had been reduced to 10,600,000.00 

(5.3$).

A statement shoeing the distribution among banks and bankers of 

the acceptances on hand is attached to this memorandum*

GENERAL COMMENT

The acceptances held by the Federal Reserve Bank of New York at 

the close of business March 27, 1920, were found to be in good condition. 

Regulations and technical requirements are carefully observed, and detailed 

information in connection with the work is readily available.

The examination of the 7,500 bankers1 acceptances held by the 

New York Bank strongly suggests the desirability of a standard size for 

acceptance forms, say 9" x 4", slightly larger than the ordinary note or 

check form, and uniform arrangement of printed matter on the face of the 

acceptance. It is also believed that it would be of great advantage in 

the consideration of acceptances to hare included in the bill a definite 

statement as to the commodity covered, and in addition for import and 

export bills, the details of shipment.
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BJUSKERS’ jccjeptances purchased

HELD BY FEDERAL RESERVE TLA NEC OF NEW YORK, AT CLOSE OF BUSINESS MARCH
27, 1920*

NEW YORK DISTRICT

NATIONAL BANKS

American Exchange National Bank $1,269,000
Atlantic Hational Bank 377,000
Bank- of New York, N.B*A. 1,55^*000
Bat tery Parlr Nati onal Bank 83,000
Chase National Bank 2,38^,000
Chatham & Phoenix National Bank 305*000
Chemical National Bank 1,032,000
Citizens National Bank 127,000
Coal & Iron National Bank 91,000
East River National Bank 2,000
F irst National Bank 300*000
Harriman National Bank ~
Importers & Traders National Barik 50,000
Irving National Bank 2,78*4-,000
Liberty National Bank 1 ,659*000
Mech. & Metals National Bank 730,000
Merphants National Bank 617,000
National Bank of Commerce 10 ,119,000
National City Bank 9*251,000
National Park Bank 518,000
Seaboard National Bank 302,000
Union Exchange National Bank 10,000
Garfield National Bank 29^*000

TRUST COMPANIES

Bankers Trust Co. $ 2,2U2,000
Central Union Trust Co 2,882,000
Columbia Trust Co l,l6 l,000
Equitable Trust Co 5*705*000
Farmers’ Loan & Trust Co 3 *032,000
Franklin Trust Co 277,000
Guaranty Trust Co. 5*673*000
Irving Trust Co. 376,000
Ita lian  Discount & Trust Co 53*000 
Lawyers T it le  & Trust Co 
Mercantile Trust Co
New York Trust Co U-85,000 
Scandinavian Trust Co
U.S. Mortgage & Trust Co 33^*000
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STATE BANKS

American Foreign Banking Corporati.on 6,301,000
Asia Banking Corporation 2,)+0S,000
Bank of America 286,000
Bank of Manhattan Co* 2,28U,000
Bank of United States 282,000
Corn Exchange Bank 169,000
Columbia Bank 11,000
Foreign Credit Corporation 3,36^,000
Foreign Trade Banking Corp.. 1 ,005,000
French American Banking Coro. 1»99°,000
Grace & Co., w„R. Bank ~ U6,000
International Banlring Corp* 3»^19»COO
Mercantile Bank of the Americas 6, 521,000
New Netherland Bank 90,000
New York Produce Exchange Bank 2.000
Pacific Bank 315,000
Park Union Foreign Banking Corp. 3,C3^*000
The State Bank 57,000
Textile Banking Co 919,000

PRIVATE. BANKERS

American Express Co, 705,000
Brown Brothers & Co. 9*121,000
Goldman, Sachs & Co* 6, 195»C00 
Hallgarten & Co
Heidel>>ach, I & Co» 2,760,000
Hath &  Co 155*000

, ...Kuhn, Loeb & Co 950,000
Ladenburg, Thalman &  Co 230,000
Lazard Freres 1,089,000
Maitland CoTrpell & Co 370,000
J.P. Morgan & Co 9 2 0 , 0 0 0
Munroe &  Co, John 5^,000
Nauniburg & Co., E. 1,14-2,000
Schall & Co,, Wm 1,358,000
Schulz & Ruckgaher 85,000
Seligman & Co!, J &  w. 50,000
Sutro Bros. &  Co 100,000
A* Iselin & Co 100,000

FOREIGN AGENCIES

An?lo South American Bank 1,632,000
Banca CpmTl6 Italiana 1 ,199,000
Banlr of British West Africa 178,000
Banlr of Montreal 2^6,000
Bank of Nova Scotia 12,000
Bank of Taiwan 90,000
Canadian Banlr of Corcmerce 3#938,000
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FOREIGN AGENCI.ES( CONTINUED)

Dominion Bank $ 58,000
London & Brazilian Bark 86,000
National'Baril" of South Africa l-»555>000
Eo.yal Baric of Canada U, 5^1, 000
Standard Bank of South Africa 331>000
Union Bank ox Canada 1, 578,000
Merchants Bank of Canada 10,000

BROOKLYN

Brooklyn Trust Co U2,000
Peoples Trust Co 25,000

NEW JERSEY

First national Bank, Hoboken 7^»000
Hamilton Trust Co* Paterson lUl,000
Paterson National Bank, Paterson U,000
First National Bank, Jersey City 33>000
Nat* Newark & Essex Bkg Co* Newark 200,000

NEW YORK STATE

Buffalo,Bank of Buffalo 25,000
n Citizens Comrl* Tr. Co, 350>0^0
"■ F idelity  Trust Co 100,000
M Liberty Bank 78,000
$ Manufs, & Traders Natl* Bk» 600,000
n Marine Trust Co 618,000

Geneseo,Livinrston City Trust Co. 9*^00
Kingston, Rond out National Bank 103,000
Syracuse,First Trust & Deposit Co, 75*000

n Salt Springs National Bank 25,000
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FOREIGN TRADE ACCEPTORS 

Ind., Chartered Bank of I . ,  A & C
B. Altman & Co $ 39,000
Balfour, Williamson & Co 129,000
Cheney Brothers 51*000
H.W, Peabody & Co 295,000

Ind., Hong, & Shaxig. Banking Corp*
Cheney Brothers 97)000
W.R. Grace & Co 70,000
H .W , Peabody & C© 103,000

Ind*, Nonmember Banks
G, Amsinck & Co 156,000 
Balfour, Williamson & C# lU2,000 
W,R«. Grace & Co UU3>000 
V, Guerin & F ils  10,000 
Hadden & Co, 37*000
H.w, Peabody & Cc 27^,000 
F» Vietor & Achelis 90,000

Ind,, Member Banks
G. Amsinck & Co 109,000
Armour & Co 79,000
Balfour, Williamson & Co 7 1 »000
Cheney Brothers 518,000
W.K« Grace & Co 153>000

New York State
Albany, N.Y. State National Bank 25,000
Utica, Citizens Trust Co* 100,000

T' F irst National Bank *4-72,000
" Oneida City Trust Co* 50,000
” Utica Trust & Safe Deposit Co 87,000

Total Foreign Trade Acceptances $2,866,000 

DOMESTIC TRADE ACCEPTANCES

United Cigar Stores Co. 26S,000
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ATLANTA DISTRICT»

New Orleans, Canal-ComT1, Nat* Bank $20,000 
” ” Canal-Com !1* Tr« & Sav, Bank • 126,000
tt 11 Hibernia Bank & Trust Co. 9^6)000
" " Marine lank & Trust Co. 25,000
n n Whitney Can- Nat, Bank . 335»000

Atlanta, Atlanta National Bank 202*000
n Centr&l Bank & Trust Co* 100,000
,r Lowry National Bank 90» 000

Augusta, Merchants National Bank 9 ,000

BOSTON DISTRICT.

American Trust Co, 250*000
Federal Trm»t Co, 113,000
First National Bank *+*525*000
First National Corp* , 1,624,000
Fourth Atlantic National Bank 12lv000
International Trust Co* 97,000
Lee, Higginson & Co„ 1,601,000
Merchants National Bank 170*000
Moors & Co*, J* B*  ̂ 47,000
National Shawmut Bank 4,384*000
Old Colony Trust Co, 3>9^1?000
Second National Bank , 9»0G0
Shawmut Corporation 1,868,000
State Street Trust Co, _ . 3^9,000
Webster & Atlas National Bank 330,000
Blacks tone Canal N&t, Bank, Providence, R*I. 72,000
Hospital Trust Co., " 350*000
Thames National Bank, Norwich, Conn* 233,000
First National Bank, New Haven, Conn. 23,000
Springfield Nat* lank, Springfiield, Mass. . 100,000
Massoit Pocasset Nat- Bank, Fall River, Mass. 53*000

CHICAGO DISTRICT

Central Trust Co. of Illin o is  4,000
C. & C, National Bank 1,008,000
Com Exchange National Bank 316*000
Fi r s t Nat i  on al Bank 197,000
Harris Trust & Savings Bank 100>000
Illin o is  Trust & Savings Bank 125,000
Merchants Xoan,& Trust Co, 14,000
National Bank of the Republic 90,000
Tfiiion Trust' Co- 500,000
First Trust & Savings Bank 325,000
National City lank 119»000
Detroit, F irst & Old Detroit Nat. Bank 250,000

» National Bank of Commerce 100,000
rt Peoples State Bank 381,000
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CHICAGO DISTRICT (CONTINUED)

Indianapolis, Fletcher Am. Hat. Bank 253,000
Milwaukee, First V/is con sin National Bank 75,000

'* Second Ward Savings Bank 175,000

Cleveland district ,

Central national Bank 95,000
Citizens Savings & Trust Co. 49,000
Cleveland Trust Co. 873,000
First National Bank 125,000
First Trust & Savirgs Bank 30,000
Guardian Savings & Trust Co. 1,096,000
Superior Savings & Trust Co. 325,000
Ulnion Commerce National Bank 1,158,000
Cincinnati, Citizens National Bank 221,000

u Fifth-Tliird National Bank 322,000
Pittsburgh, Bank of Pittsburgh, N.. A.. 359,000

" First National Bank 176,000
" Pittsburgh Trust Co. 50,000
u Farmers Deposits Nat. Bank 144,000
” Peoples National Bank 137,000
11 Union Trust Co. 250,000

Afcron, Ohio, Ohio Savings & Trust Co. 50,000
,! u F irst Second National Bank 104,000

Toledo, l! National Bank of Commerce 135,000

DALLAS DISTRICT

City National Bank  
El Paso,. 5?ex. First National Bank 183*000
Texarkana, State National Bank 100,.000
Houston, F irst National Bank 575,000

■MINNEAPOLIS DISTRICT

First National Bank . 600,000
Midland National Bank 407,000
Northwestern National Bank 845,000
St. Paul First National Bank 56,000
” M Merchants National Bank 248,000

Minneapolisj-Metropolitan National Bank 70,000

PHILADELPHIA DISTRICT

Corn Exchange National Bank 703,000
' Commercial Trust Co. 200,000

First National Bazik 480,000
Fourth Street National Bank 137,000
Girard National Bank 1,470,000
Girard Trust Co. 150,000
Ilarifcot Street National Bank 392,000
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PHILADELPHIA DISTRICT ( C O M M

Ph i1adelphia National Sank 2,629,OOO
Tradesmen’s National Bank 494*000
Union National Bank: 99rOOO
Franklin National Bank 100,000
Anthracite Trust Company, Scranton, Pa, 25,000
Bosak State Bank, n ” 25,000
Peoples Savings & Dime Bank, n H 25,000

RICHMOND DISTRICT

American National Bank 335^000
Merchants National Bank $4,000
National State & City Bank 292,000 
Baltimore, Merch, & M3ch. First Nat*Bank 1,000*000

ff National Exchange Bank 267,000
n Second National Bank_ 167,000
n National Bank of Commerce 50?000
n Continental Trust Co* 550*000
n Citizens National Bank 250,000
*  Union Trust Co* 47>000
n Farmers & Merchants Nat ..Bank 25 >000
n National Union Bank m 25>000

Washington, D.C* Commercial National Bank 421,000
n Continental Trust Co. 100,000
0 District National Bank 50>000 
n National Metropolitan Bank 75»000

KANSAS CITY DISTRICT

Fidelity National Bank & Trust Co, 25>000
National Bank of Commerce 25*000

ST. LOUIS DISTRICT

Mercantile Trust Co. 309*000
Mississippi Valley Trust Co. 174,000
National Bank of Commerce . 258,000
Louisville, Ky- National Bank of Kentucky 50»000 
Memphis, Union & Planters Bank & Trust Co* 385#0Q0

SAN FRANCISCO DISTRICT

Anglo & London Paris ifetional Bank 1*595*000
Bank of California, N. A. 5n1,0°S
Wells Fargo Nevada National Bank 390,000
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SAN ffRMCISCO DISTRICT (CQNT.)

First National Bank, Los AngeJ.es, Cal* 8*000
First National Bank, Berkeley, Oal. 3§9000
U. S. National Bank, Portland, Ore, 100,000
First National Bank, Seattle, Wasn. 75»000

Re^rchase agreement
Bernhard Schoile & Co. 1*718,000
IBoad & Goodwin . 498,000
/Discount Corpt. of N*Y* j 8,625>000
Solomon Bros* & Hut*le» 175*000
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OFFICE C O R R ESP O N D EN C E

To Governor Harding, 

From Mr. Paddock.
_ Subject;
the open market h*r& by the Federal Reaarv* 
Bank of New York, March 27, 1920*

On February 28, 1920, the total of acceptances purchased in the open market 

by tha Federal Reserve Bank of New York reached $231,257,300,00, the largest amount 

ever held by the Bank, At the close of business March 27, 1920, when the present ex­

amination was commenced, the acceptance holdings amounted to f 196,480,000.00

A general classification of the 7,500 acceptances held on March 27, 1920, 

is as follows:

Character

Import and Export Bills 
Domestic Bills 
Foreign Trade Bills 
Domestic Trade Bills 
Dollar Exchange Bills

Amount

1154,450,000.00 
25,750,000*00 
2,860,000.00 

270,000*00 
2,150,000.00

Bills held under repurchase agreement 11,000,000.00
$196,480,000.00

From information taken off during the examination, it appears that the ac- 

•aptances cover shipments of nearly one hundred different commodities, and that about 

one half of these acceptances, representing approximately 15^ of the dollar total, set 

out specifically in the instrument the commodity covered. In many other instancaa an 

idea as to the character of the transaction financed may be obtained frea firm naaea, 

place where drawn, or other Information appearing on the bill. In a few cases the 

shipments are described as: "Seneral Merchandiee*. However, it la estimated that about 

one fourth of the acceptances held bear no evidence of the nature of the goods shipped, 

beyond the certificate as to j>he general character of the transaction necessary under 

the Board*s regulations for eligibility for purchase. The import bills, which consti­

tute about two thirds of the total number of acceptances and one half of the total 

amount, usually contain full details in regard to shipments covered, including a de- 

acriptien of the goods, veasel by which ahipped, and reference to credit eatabliahad.
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The export bills give very little specific information concerning the ship­

ments represented, beyond a general statement such as "Exports to Japan","Cotton for 

Export", "Merchandise for export", "Carpets for Europe", etc. Aside from the certi­

ficate as to the nature of the transaction, necessary for eligibility, the domestic 

bills frequently fail to set out the goods covered. However, the domestic bills are 

in good form and the drawers are usually well known provision, grain or manufacturing 

concerns, of which the following may be mentioned as samples: Great Atlantic & Pacif­

ic Tea Co., International Grain Co., Wilson & Co., Nestles Food Co., Augusta Knitting 

Co., Utica Knitting Co., Mexico Hide Co., Newberger Cotton Co., Maxwell Motor Co.,

Oil Storage Co., Barnet Leather Co., United Sugar Co., Empire Petroleum Co., Castle 

Kid Co., Union Wool Co., Premier Worsted Mills, Tungsten Products Co.

The following classtication as to commodities covered is made of the accept­

ances bearing definite information as to the character of the transaction represented:

Character of : 
acceptance :

Number 
of items

: Percent of : 
jtotal no.items:

••
Amount :

Percent of total 
amount acceptances

. r
%

: Remark s

Silk 700 9.3 12,162,000 6.2 Imp. Japan
Silver 435 5.8 12,075,000 6.1 Exp. Orient
Cotton 480 6.0 11,130,000 5.7 Exports
Hides & Skins 345 4.6 10,461,000 5.3 Imp. S. Am.
Packers 380 5.0 7,980,000 4.0 Exports
Cocoanut Oil 285 4.0 7,935,000 4.0 Imp. Orient
Sugar 225 3.0 5,515,000 2,8 Imp* W. Indies
Coffee 150 2.0 3,500,000 1.8 Imp. S» Am.
Wool 80 1.0 2,600,000 1.3 Exp. Europe
Wheat 75 1.0 1,965,000 1.0 Exp. Europe
Tobacco 75 1.0 1,935,000 1.0 Imp.

Other commodity shipments which are shown by the data on the bills to have

been financed by the acceptance method are as follows:

Copper, crude rubber, pulpwood, gasoline, kerosene, olive oil, brass, 
groceries, gold, flour, crude oil, hemp, walnuts, extracts, cocoa, camphor,
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OFFICE C O R R E S P O N D E N C E

T o___ __________________________________________________  Subject:

From _________________ ____ _ _____________ .-----------------  -----------

*■3**

human hair, bamboo matting, muriate of potash, dried albumen, sardines, diamonds, 
ivory, straw braid, rice, dog skin mats, clover seed, bristles, raising, tea dust, 
cured herring, aniseed oil, straw hats, rugs, carpets, peanuts, Japan wax, gum 
damar, hardware, satin, rattln furniture, olives, cigars, glue, toys, drawing in­
struments, surgical instruments, crockery*

At the close of business March 27, 1920, the Federal Reserve Bank of New H^rk 

held Bankers1 Acceptances, drawn by the principal packing concerns, as follows:

Drawer : Distribution of s Number of : Amount
acceptors : acceptances :

Armour & Co* 11 Banks in 5 Cities 153 $3,975,000
Swift & Co* 16 Banks in 8 Cities 82 3,900,000
Morris & Co* 4 Banks in 2 Cities 43 1,300,000
Wilson & Co* 12 Banks in 6 Cities 25 1,128,100
Cudahy & Co* 1 Bank in 1 City 8 ______________200,000

Total 38 Banks in 12 Cities 311 |10,503,100*

A few of these bills, amounting to less than $500,000*00 are domestic accept­

ances bearing a certificate that "At the time of acceptance this bill was secured by 

shipping documents evidencing the domestic shipment of goods1*. About one third of the 

acceptances referred to in the foregoing tabulation of packers* bills are accepted by 

National banks and there is no notation thereon to show the character of the transac­

tion* (Under the Board*s regulations (B-1916) no evidence of eligibility is required 

with respect to a bill accepted by a National bank*) Forty-four of the bills carried 

in the tabulation, amounting to fl,100,000, were out for collection and therefore could 

not be examined* The remainder of the bills contain a certification that MThis accept­

ance is based on a transaction involving the importation or exportation of goods" or 

that the acceptance is "an inherent part of an export transaction and does not require 

revenue stamps". The "Swift" bills refer to "Exports" and the "Armour" bills state 

"Drawn under L/C No* - , Date - , Covering exportation of Merchandise". None of theDigitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified I Declassified Holdings of the National Archives

OFFICE C O R R E S P O N D E N C E  t>«*»------------------------

"I"0--------------------------------------------------------------------------------  Subject:______________________________________________

From _____________ ______________________________________

packers* bills contains any definite statement as to the commodity covered; the date, 

character or destination of the shipment; or the name of the vessel carrying the goods# 

On February 28, 1920, the date the acceptances reached the high mark, $231,257,300*00, 

the packer** bills amounted to 118,300,000*00 (8$). On March 27, 1920, with total ac­

ceptances of |196,500,000*00, the packers' bills had been reduced to $10,500,000*00 

(5*3^)•

A statement showing the distribution among banks and bankers of the accept- 

ances on hand is attached to this memorandum.

GENERAL COMMENT
The acceptances held by the Federal Reserve Bank of New York at the close of 

business March 27, 1920, were found to be in good condition. Regulations and technical 

requirements are carefully observed, and detailed information in connection with the 

work is readily available*
The examination of the 7,500 bankers1 acceptances held by the New York Bank 

strongly suggests the desirability of a standard size for acceptance forms, say 9M x 4**, 

slightly larger than the ordinary note or check form, and uniform arrangement of print­

ed matter on the face of the acceptance. It is also believed that it would be of great 

advantage in the consideration of acceptances to have included in the bill a definite 

statement as to the commodity covered, and in addition for import and export bills, the 

details of shipment.
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BANKERS* ACCEPTANCES PURCHASED 
HELD BY FEDERAL RESERVE BANK OF NEW YORK, AT CLOSE OF BUSINESS MARCH 27, 1920

NEW YORK DISTRICT

NATIONAL BANKS
American Exchange National Bank $1,289,000
Atlantic National Bank 377,000
Bank of New York, N.B.A* 1,554,000
Battery Park National Bank 83,000
Chase National Bank 2,384,000
Chatham & Phoenix National Bank 305,000
Chemical National Bank 1,082,000
Citizens National Bank 127,000
Coal & Iron National Bank 91,000
East River National Bank 2,000
First National Bank 300,000 
Harriman National Bank
Importers & Traders National Bank 50,000
Irving National Bank 2,784,000
Liberty National Bank 1,659,000
Mesh* & Metals National Bank 780,000
Merchants National Bank 617,000
National Bank of Commerce 10,119,000
National City Bank 9,251,000
National Park Bank 518,000
Seaboard National Bank 302,000
Union Exchange National Bank 10,000
Garfield National Bank 295,000

TRUST COMPANIES
Bankers Trust Co* $2,242,000
Central Union Trust Co* 2,888,000
Columbia Trust Co* 1,161,000
Equitable Trust Co. 5,705,000
Farmers* Loan & Trust Co* 3,032,000
Franklin Trust Co* 277,000
Guaranty Trust Co* 5,673,000
Irving Trust Co. 376,000
Italian Discount & Trust Co* 53,000 
Lawyers Title & Trust Co.
Mercantile Trust Co*
New York Trust Co* 485,000 
Scandinavian Trust Co*
U. S. Mortgage & Trust Co. 334,000
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#3,368,000
6.301.000 
286,000

2.284.000 
282,000
169.000 
11,000

3.368.000
1.005.000
1.990.000

46.000
3.419.000
6.521.000

90.000 
2,000

315.000
3.034.000

57.000
919.000

PRIVATE BANKERS
American Express Co*
Brown Brothers & Co*
Goldman, Sachs & Co*
Hallgarten & C®.
Heidelbach, I & Co*
Huth & Co*
Kuhn Loeb & Co*
Ladenburg, Thalmann & Co.
Lazard Freres 
Maitland Coppell & Co*
J* P. Morgan & Co*
Munroe & Co., John 
Naumburg & Co., E*
Schall & Co., Wm*
Schulz & Ruekgaber 
Seligman & Co., J & W 
Sutro Bros. & Co*
A* Iselin & Co.

FOREIGN AGENCIES
Anglo-South American Bank 1,632,000
Banca Com’le Italiana 1,199,000
Bank of British West Africa 178,000
Bank of Montreal 246,000
Bank of Nova Scotia 12,000
Bank of Taiwan 90,000
Canadian Bank of Commerce 3,938,000

705.000
9.121.000
6.195.000

2.760.000
155.000
950.000
230.000

1.089.000
370.000
920.000
54.000

1.142.000
1.358.000

85.000
50.000

100.000 
100,000

STATE BANKS
American Foreign Banking Corp* 
Asia Banking Corp*
Bank of America 
Bank of Manhattan Co*
Bank of United States 
Corn Exchange Bank 
Columbia Bank 
Foreign Credit Corp.
Foreign Trade Banking Corp* 
French American Banking Corp* 
Grace & Co., W. R*, Bank 
International Banking Corp* 
Mercantile Bank of the Americas 
New Netherland Bank 
New York Produce Exchange Bank 
Pacific Bank
Park Union Foreign Banking Corp* 
The State Bank 
Textile Banking Co*
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FOREIGN AGENCIES (CONTINUED)

Dominion Bank #58,000
London & Brazilian Bank 86,000
National Bank of South Africa 1,555,000
Royal Bank of Canada 4,561,000
Standard Bank of South Africa 331,000
Union Bank of Canada 1,578,000
Merchants Bank of Canada 10,000

BROOKLYN

Brooklyn Trust Co* 42,000
Peoples Trust Co* 25,000

NEW JERSEY

First National Bank, Hoboken 74,000
Hamilton Trust Co*, Paterson 141,000
Paterson National Bank, Paterson 4,000
First National Bank, Jersey City 33,000
Nat* Newark Jb Essex Bkg* Co*, Newark 200,000

NEW YORK STATE

Buffalo, Bank of Buffalo 25,000
Citizens Com’l. Tr* Co* 350,000

" Fidelity Trust Co* 100,000
" Liberty Bank 78,000
**' Manufe, & Trad a. National Bank 600,000
" Marine Trust Co* 618,000

Geneseo, Livingston City Trust Co. 9,000
Kingston,Rondout National Bank 103,000
Syracuse,First Trust 3b Deposit Co* 75,000

" Salt Springs National Bank 25,000
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FOREIGN TRADE ACCEPTORS
Ind*, Chartered Bank of I., A & C

5. Altman 4 Co* $39,000
Balfour, Williamson & Co* 129,000
Cheney Bros# 51,000
H. W. Peabody ft Co. 295,000

Ind., Hong* & Shang. Banking Corp*
Cheney Bros* 97,000
W* R* Grace & Co* TO,000
H* W. Peabody & Co* 103,000

Xnd*, Nonmember Banks
G* Amsinck & Co* 156,000
Balfour, Williamson & Co* 142,000
W. R* Grace & Co* 443,000
V. Guerin <fc Fils 10,000
Hadden St Co* 37,000
H. W. Peabody & Co* 274,000
F* Vietor & Achelis 90,000

Ind*, Member Banks
G. Amsinck & Co* 109,000
Armour 5k Co* 79,000
Balfour, Williamson & Co* 71,000
Gheney Bros* 518,000
W* R* Grace & Co* 153,000

New York State
Albany, N. Y* State National Bank 25,000
Utica, Citizens Trust Co* 100,000
** First National Bank 472,000
M Oneida City Trust Co* 50,000
w Utica Trust & Safe Deposit Co* 87,000

Total Foreign Trade Acceptances |2,866,000

DOMESTIC TRADE ACCEPTANCES
United Cigar Stores Co* 268,000
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ATLANTA DISTRICT

' ?  f t -

New Orleans, Canal*Com* 1* Nat# Bank $20,000
•» " Canal-ComU* Tr* & Sav* Bank 126,000
** ** Hibernia Bank & Trust Co# 966,000
M H Marine Bank & Trust Co# 25,000
" H Whitney Cen# Nat# Bank 335,000

Atlanta, Atlanta National Bank 202,000
* Central Bank & Trust Co* 100,000
" Lowry National Bank 90,000

Augusta, Merchants National Bank 9,000

BOSTON DISTRICT
American Trust Co* 250,000
Federal Trust Co# 113,000
First National Bank 4,525,000
First National Corp# 1,624,000
Fourth Atlantic National Bank 121,000
International Trust Co# 97,000
Lee, Higginson & Co* 1,601,000
Merchants National Bank 170,000
Moors & Co., J* B. 47,000
National Shawmut Bank 4,384,000
Old Colony Trust Co. 3,961,000
Second National Bank 9,000
Shawmut Corporation 1,868,000
State Street Trust Co* 369,000
Webster & Atlas National Bank 330,000
Blackstone Canal Nat* Bank, Providence, R.I. 72,000
Hospital Trust Co*, H 350,000
Thames National Bank, Norwich, Conn* 233,000
First National Bank, New Haven, Conn* 23,000
Springfield Nat* Bank, Springfield, Mass* 100,000
Ma8soit Pocasset Nat* Bank, Fall River, Mass* 53,000

CHICAGO DISTRICT

Central Trust Co* of Illinois 4,000
C & C National Bank 1,008,000
Corn Exchange National Bank 316,000
First National Bank 197,000
Harris Trust & Savings Bank 100,000
Illinois Trust & Savings Bank 125,000
Merchants Loan & Trust Co* 14,000
National Bank of the Republic 90,000
Union Trust Co* 500,000
First Trust & Savings Bank 325,000
National City Bank 119,000
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CHICAGO DISTRICT (CONTINUED)

Detroit, Firet & Old Detroit Nat* Bank 250,000
" National Bank of Commerce 100,000
* Peoples State Bank 381,000

Indianapolis, Fletcher Am* Nat* Bank 253,000
Milwaukee, Firet Wisconsin National Bank 75,000

" Second Ward Savings Bank 175,000

CLEVELAND DISTRICT

Central National Bank 95,000
Citizens Savings ft Trust Co* 49,000
Cleveland Trust Co* 873,000
First National Bank 125,000
First Trust & Savings Bank 30,000
Guardian Savings & Trust Co* 1,096,000
Superior Savings & Trust Co. 325,000
Union Commerce National Bank 1,158,000
Cincinnati, Citizens National Bank 221,000

H Fifth-Third National Bank 322,000
Pittsburgh, Bank of Pittsburgh, N* A* 359,000

" First National Bank 176,000
H Pittsburgh Trust Co* 50,000
" Farmers Deposits Nat* Bank 144,000
M Peoples National Bank 137,000
" Union Trust Co* 250,000

Akron, Ohio,Ohio Savings & Trust Co* 50,000
" First Second National Bank 104,000

Toledo, M National Bank of Commerce 135,000

DALLAS DISTRICT
City National Bank
El Paso, Tex* First Nationpi Bank 183,000
Texarkana, State National Bank 100,000
Houston, First National Bank 575,000

MINNEAPOLIS DISTRICT
First National Bank 600,000
Midland National Bank 407,000
Northwestern National Bank 845,000
St* Paul First National Bank 56,000

* Merchants National Bank 248,000
Minneapolis, Metropolitan National Bank 70,000
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PHILADELPHIA DISTRICT
Corn Exchange National Bank 703,000
Commercial Trust Co* 200,000
First National Bank 480,000
Fourth Street National Bank 137,000
Girard National Bank 1,470,000
Girard Trust Co* 150,000

^J^rket Street National Bank 392,000
Philadelphia National Bank 2,629,000
Tradesmen*s National Bank 494,000
Union National Bank 99,000
Franklin National Bank 100,000
Anthracite Trust Company, Scranton, Pa* 25,000
Bosak State Bank, " M 25,000
Peoples Savings & Dime Bank, " * 25,000

RICHMOND DISTRICT
American National Bank 333,000
Merchants National Bank ‘54,000
National State & City Bank 292,000
Baltimore, Merch, & Me ch. First National Bank 1,000,000

” National Exchange Bank 267,000
" Second National Bank 167,000
H National Bank of Commerce 50,000
H Continental Trust Co* 550,000
H Citizens National Bank 250,000
w Union Trust Co* 47,000
H Farmers & Merchants Nat* Bank 25,000
M National Union Bank 25,000

Washington, D*C«, Commercial National Bank 421,000
Continental Trust Co* 100,000
District National Bank 50,000
National Metropolitan Bank 75,000

M

KANSAS CITY DISTRICT
Fidelity National Bank & Trust Co* 25,000
National Bank of Commerce 25,000

ST, LOUIS DISTRICT .

Mercantile Trust Co* 309,000
Mississippi Valley Trust Co* 174,000
National Bank of Commerce 258,000
Louisville, Ky. National Bank of Kentucky 50,000
Memphis, Union & Planters Bank & Trust Co* 385,000

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

%

SAN FRANCISCO DISTRICT
Anglo & London Paris National Bank 1,595,000
Bank of California, N* A* 351,000
Wells Fargo Nevada National Bank 390,000
First National Bank, Los Angeles, Cal* 8,000
First National Bank, Berkeley, Cal* 25,000
U« S« National Bank, Portland, Ore* 100,000
First National Bank, Seattle, Wash. 75,000

Repurchase Agreement
Bernhard Scholle & Co. 1,718,000
Boad & Goodwin 498,000
Discount Corp. of N. Y. 8,625,000
Solomon Bros* & Hutzler 175,000
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March 27, 19^0

Dear 3r* J&y:

I acknowledge receipt of your letter of the ...6th 

Instant, transmitting rasinor&ndmn to you from Mr* 0*Bara, 

manager of your bill department, to which is attached 

letters* from several member banks reauestdng that purchases 

of acceptances be made for their accotmt, all of which I 

shall bring to the attention of the other manibers of the 

Board and return to yon some time next week*

Very truly yours,

G o v e r n o r

Ur# Pierre Jay, Chairnan,
Federal Reserve Bank,

!Tâ  York, IT* Y.
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FEDERAL RESERVE BANK 

NEW YORK

March 26, 1920.

Dear Governor Harding:

I am enclosing to you herewith a memorandum sent me a week 

ago by Mr. O’Hara, manager of our bill department. I took it to 

Pittsburgh thinking you would be interested in it, and showed it to 

some of the reserve agents there who seemed interested in it.

I think you know the plan of attempting to interest our 

country banks in buying acceptances which we have been pursuing for 

the past six or eight months. We now have some fifty or sixty who 

buy through us off and on. Many of them have graduated from buying 

through us end are buying directly through the bill brokers. With 

acceptances at their present level the distribution has broadened 

remarkably. Banks and corporations which formerly invested in Treas­

ury certificates are turning to acceptances, and one day last week a 

large corporation was in the market for two or three million dollars 

of acceptances and could not scrape together that number.

Personally, I feel that this is the golden opportunity for 

the Federal Reserve System to educate the country banks as well as 

the city banks to buy bankers acceptances, (a) as a secondary reserve 

and (b) as a temporary investment for funds awaiting more permanent 

investment or likely soon to be drawn out. The services we offer of 

purchasing indorsed acceptances for our member banks without charge 

and holding them here and collecting when they fall due; or selling 

them in the market or buying them ourselves should the bank wish to 

realize before maturity; is being more and more appreciated. We 
have called it to the attention of banks on the occasion of their
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Honorable W. P* G. Harding - 2- March 26, 1920

coming in to visit us or when they are being visited by our travelling 

men* We are now thinking of getting up a circular on the subject*

I wish very much the other Federal reserve bmks would offer a similar 
service to their member banks, for it seems to me that this is the golden 

opportunity, when rates n,re so high, to get them started buying accep­

tances, When the rates fall some of them will quit, but on the other 

hand many of them will stick and we shall have immensely broadened the 

discount market. Do you think it would be wise to discuss this subject 

with the governors when they meet at the coming conference? We, of 

course, do not feel like pushing it especially, but if the Uosrd should 

feel that the work we are doing is valuable and should indicate \ m s a m  

a desire to have it extended in other districts, the governors I am sure 

would take it ut>. ... ___

Will you kindly return the lettens after you have looked them

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

PJ/RAH
encs.

over.

Very truly yours,

Chairman
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V*
r-r. .  c i
I o ___________ ________________________________/

From________ Mr * Chapman._______  ____

Reproduced from the Unclassified I Declassified Holdings of the National Archives

At the meeting of the Board today it was requested 
that a copy of the attached memoranda of transactions of 
the Federal Reserve Bank of 15ew York in the Hew York 
acceptance market be furnished each member of the Board.

Mlgo-37
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3w largeot disoountero of btahawee uoooptoncos ate ao follormi
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national tutt Bank a ,178,000
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Hotol 5,422,000
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at vihloh Jo&oral Hoaerre Bazik bouifit bills in open rmsfeet 
January 1st to Jfetrooxy 20, 1920 - all iadorsot by bcatoB 
ox* hmMmtB - oaraparod with ro&iscomt vatoa imdar Section 15,
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i’Obrnary 3 B;S 5 3/8 5 3/8 ,B§r 5

Actual p̂ TGhaoos have &r@r®Q® above niniraum rates
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thou. to rodlooouot rate*
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BOO 29 to BOO 3 4 S/4 4 S/4 4 S/4 . 4 7/8 *4-
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Jim 6 to «3fca 10 4 S/4 * f If #> I 8 4 8/4
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m  m  u smrn ** 8 5/8 5 3/8 *& 8
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F m m m o rates m la to * to opoa nasisot oon&itions 
rather tmm to rediscount Mte#
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Mr. JR. 1. Ksnsal,
Inv©«t©*mt D^artmwit,
Ifedaml Biask,
How fork, N, Y,

D®ar Mr, &ns.«X :

I ms met* tntataotod i& your iottor of Doooefcer Bind. 

Vhlo *tooXo question of a mrket for bankar*' aecoVtaneoa It 

one which i# giving mach concern to the Board, ft w e u  to 

bo, ^oraOfiallv, that J | l a & r k o t  for aocoptanooa car., In 

thct long ran, bo croatfid orsly If the rm%m ml which accept- 

anoao sell aw »uah to ®#*o then a profitablo for® of In- 

vestment for banka and institutions doairlng to hold tnvoat* 

»oiito of a otrtatly liquid 3&ar*at«r. I can wtderatand that 

iti the early days of th® $y*to» and in order to indue® a eo»~ 

inanity ur&oowitoRod to the negotiation of aeeoptanooa to in- 

trodooo thin form of n#gotii#lo it *tfght lemm hmm

dooirahlo to » k i  rata# unduly favorable to tha dmwer, but 

it *mm* that in th# long vm  *  warkat of «M* kind oaa only 

ba nalnt&inod i f  m tm  ara minh aa to *ppa«d, on the battlo of 

as If-In t smut, to a broad circle of buyers.

With beat withes for tho Waw Yaar, believe me,

Vary •inooroly yours,
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i

Fe d e r a l  Re s e r v e  Ba n k

o r  N ew  Y o r k

December 22, 1919*

Dear Mr. Strauss:

On December 18 following a conversation with Mr. ^ehle, I wrote Mr. 

Meyer regarding the possibility of the War Finance Corporation making some 

advances in connection with the financing of exports in such a way that relief 

would also be extended in the immediate future to the discount market* and 

sent a copy of that letter to Governor Harding. The next day Mr. Meyer spoke 

tc me over the telephone in regard to the suggestion and advised me that he had 

discussed it with you and also with Mr. Leffingveell. Since ti.en Governor 

Strong has talked to Mr. Leffingwell regarding it.

In this connection 1 feel that you wish me to advise you rsther 

fully as to the present state of the discount market w M c h  is greatly demoralized. 

The effect of the continued hi$L rates for money is cumulfiiv'e, and the amount 

of bills that can be moved by dealers is negligible. The deslers have advanced 

their rates in the hoie of effecting distribution at higher levels. They are 

now bidding from 5 1/3 to 5 1/4 for prime bills which they are offering at from 

4 7/8 to 5 l/Q according to names and for the longer maturities. There is 

absolutely no demand for the paper, and they can only relieve themselves ana make 

room for new bills by purchasing indorsements or swapping and selling their 

indorsed paper to us. T q  have advanced our buying rates to a minimum of 4 3/4 

for the primest bills with prime indorsement having over 60 days to run, rang1- 

ing up to or high^for names not sc well known, and we are getting bills at 

these rates, in volume increasing almost every day. To-day cur purchases in-
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eluding about $4,000,000 of advances to dealers on lo day agreement exceeded 

$££,000,000, $10,000,000 of which came from banks, and $3,000,000 from discount 

houses and dealers, the Discount Corporation being compelled to sell us up- 

wards of $5,000,000 to make room for new paper^which they were committed to take 

delivery to-day* They and the other dealers are carrying current portfolios 

of about $50,000,000, and are finding great difficulty in their borrowing not­

withstanding that we are carrying for them about $13,000,000 of their portfolios* 

their portfolios compared with $80,000,000 to $100,000,000 carried without re­

course to us 8 few months ago. Without exception the dealers are apprehensive 

of what they term the "Belgium crisis** on the 30th of the month, when $40,000,000 

of bills v e n d e r the Belgium credit will be renewed, and offered in the market under 

the terms of the credit* In a market such as we have experienced the past month 

the particular sufferers among acceptors are our foreign trade banks and other 

corporations operating under section 25. At best the distribution of these 

bills is not nearly so good as those of the larger member banks and they always 

take rates somewhat higgler than those of prime numbers. The Mercantile Bank of 

the Americas is a conspicuous instance in point, and I understand that they are 

having great difficulty in realizing on their paper this month, when their 

merchandise movement is very heavy, and 1 doubt very much if they are not paying 

at least 5 3/8 and possibly 5 1/2. on most of their current sales, f i t  about $25,000,000*. 

Outstanding^the system holds to my knowledge ebcut $16,000,000, of which we have 

$10,500,000, of course all well indorsed and the indorsements widely distributed, 

but the proportion of their total outstandings held by the system is an indication 

of the discrimination that exists in the market^f' acceptances of non-members, 

and their particular disadvantage in times of tight money and lack of demand for 

paper.

Under such circumstances I cannot but believe that the lifting from 

the market for a period of say 90 days of a round amount of export bills which
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the T’ar Finance Corporation might do between now ana the end of the year, would be 

a considerable factor in easing the strain over the end of the year and improve 

the market position of the balance of bankers bills now in the market end also 

those --which will come in -uring such period. It also seems to me entirely 

probable that the affect of such a transaction would reflect in easier money 

conditions after th e ' f e  of the year, which would facilitate the new financing 

that the Treasury may do at that time. Even if the necessary funds had to be 

called for frcm depositaries the burden would be distributed over the entire 

country rather than concentrated'in Hew York and a few Federal reserve banks.

Kr. Strong expected to talk again to Kr. Leffingwell this afternoon 

on this matter.

Very truly yours,

Manager, Investment Department.

Hon. Albert Strauss,
Vice Governor, Federal Beserve Board, 
Washington, D. 0.
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:d e r a l  Re s e r v e  

o f  N e w  Y o r k
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e m e n p

the cevMnoft

P.

December 24, 1919.

Dear Governor Harding:
/

Beferring to Governor Strong’s personal letter to you of December 17,

with regard to our pol ic iesJUt. pui'WU. uTJ£ H i  1 fck̂ in the open market, he desires me 

to correct a very apparent misstatement, as applied to the present time and also 

for some time past, that our open market purchases have been maintained at rates 

below the discount rate* That was the case up to the time when we established spe­

cial rediscount rates under Section 13 for bankers bills, and for some little time 

thereafter, or until the outside market passed our rediscount rate.

What we have always strived to do in our open market purchases has been 

to keep our buying rates closely in line with the rates at which bills were dealt 

in in the outside market, and by only at, or slightly above, those rates, taking 

into consideration the value of banking indorsement which we require but which the 

bills ordinarily do not bear when they are sold by the dealers, ij’or example, when 

prime ninety day bills, unirdorsed, were selling at 4 | w e  bought .at to- d-| ^  

prime bills of like maturity, well indorsed, at to 4j$. As the rates outside 

advanced, we have advanced our buying rates, so that today, with prime sixty to 

ninety day bills offered by the dealers in the market without indorsement at 5$, 

we are buying like names and maturities at to 5%9 so that, reckoning the value 
of a real good indorsement at from -J- to of 1%, we are slightly above the market 
and have been there for a long time, during part of which our purchases were belo%

■U

our rediscount rate and more recently have been above our rediscoi&t r a j

It was through a slip in the tenses that the paragraph in Mr^ Stro^^® 

letter might be misleading for your purposes and I trust that the abo^e^lg^ Si&iar 

it up entirely.

/
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Permit me please to take this opportunity to extend to you my heartiest 

season’ s greetings.

Very truly yours,

E. R. Kenzel,
Controller of Investment!

W. P. G. Harding, Esq.,
Governor, Federal Reserve Board, 
Washington, D. 0.

ERK/VB
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3toa«mb*r 18,

i

D**r Governor 3trong:-

I to *oknowl«dg® r*a«ipt of your l*tt«r of tfca
tha policy of the Ted'*nit Shwertfc l*nV 

oT $i»w ^orCla making pmrolia»«i of bills in, Hi® op#a tuarkat.
I tnink you lav® t m M  it vary el*«jr tbut ycro hav« pur­

sued tfe« oorrect policy, and I boliev# th .t tfco othar meat* rs 
of Bo»rd will can cur. I «&«!! nake fr*« u*ft of your 
l«t*or in m  a p f y t o p - r t ik t Q  |5*ri^r*£& of ttee Board*» Annual flaport 
no# in preparation.

ThacMng you vai7 much, I am

Sinooroly yours,

Hr. B#n4. Strong, Governor, 
F®der*l He»#rr* Bunk,
Now York Ci ty.
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Fe d e r a l  Re s e r v e  Ba n k  

o r  N ew  Y o r k

R E C E IV E D

D E C  1 51919
O FFICE OF  

TH E GOVERNOR.

I ^  \

December 17, 1919,

My dear Governor Harding:

You asked me for a statement o f the policy o f the Reserve Bank in mak­

ing purchases of b i l ls  in the open market, the e ffect o f which has been to very 

largely increase the Reserve Bankfcf holdings o f b il ls  during the last six months - 

at the same time, however, that the amount o f loans made by Reserve Banks, secured 

by Government obligations, have been somewhat reduced, or, at least, have not in­

creased in amount.

The explanation lie s  entirely in the relation between our various rates 

o f discount. From the very beginning o f the Federal Reserve System, when bankers 

acceptances began to appear in the market, i t  was deemed necessary to establish a 

more favorable rate either fo r the discount o f these b ills  by member banks or for 

their purchase in the open market than was established for the discount o f commercial 

paper. The reasons were, partly to stimulate the development o f the new business 

with which our bankers were unfamiliar and which was regarded as essential to the 

Federal Reserve System and, particularly, to the financing o f the foreign commerce 

o f the United States by American banks instead of, as heretofore, by foreign banks.

But this preferential rate was also established in recognition o f the fact that a 

b i l l  drawn against an actual shipment o f commodities and accepted by the largest 

and richest banks and bankers o f the country was a credit instrument o f greater 

value commanding a lower rate than the average o f the commercial paper which would 

reach us from the banks o f the d is tr ic t in the ordinary course o f their discount 

operations. In other words, a preferential discount and buying rate was established 

in order to stimulate a necessary banking development in the country and in recogni­

tion that this particular type o f paper was a better asset than any other line o f
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commercial paper.

So long as our rate of discount for commercial paper and for bankers 

bills was at or above the rates at which this paper sold in the market, it became 

necessary for us to purchase bills in the open market at lower rates than our dis­

count rate. You will recall that we did this, not only for our own account but 

for all of the banks of the System, for the first two or three years. Gradually, 

however, during the period of the war, as money rates advanced our own rate for the 

discount of bills (of bankers bills, particularly, and for the various other paper 

that we discounted) became increasingly below the market rate. The question there­

fore arope as to this department of our business, "Shall we advance our discount 

rate and with it our buying rate?"

The answer was, inevitably, that we could only do so if we advanced our 

other rates. Were we to advance our other rates, including our rate for commercial 

paper, leaving the rate for Government securities as then established, the Federal 

Reserve Banks would have been out of the market entirely for bankers acceptances, 

and the successful marketing by our merchants and bankers of this most important 

credit instrument, just being developed for the aid of our foreign commerce, would 

have depended entirely upon the willingness of the bankers of the country to buy 

them. They undoubtedly would have had a market, but I have no doubt that the rate 

would have advanced so considerably that it would have deferred for a long period 

the development of our foreign banking.

The reason why so large a proportion of these bills reached us as open 

market purchases, rather than as discounts, is because we have consistently, and I 

believe properly, maintained the rate at which we buy bills belo?i the rate at wlich 

we discount them, in order that the dealers in bills may have the benefit of a 

market in which bills can actually be sold and, at the same time, in order that banks 

holding portfolios of these bills may convert them at favorable rates when they need 

to build up their reserves. The policy of the Reserve Banks in this respect has,

I believe, been successful in developing this field of banking in the short periodDigitized for FRASER 
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of a few years, whereas had we not stimulated the business, it would have had only 

a negligible development.

It must be borne in mind that so long as the rate established by the Re­

serve Banks is below the general level of interest rates our discounts, in one form 

or another, are bound to increase unless we adopt the policy of absolutely denying 

credit without regard to rates. The most favorable rate has been that established 

for loans upon Government securities, therefore, the largest amount of our discounts 

has been of that character. The next most favorable rates have been the buying 

and discount rates for bankers bills, therefore, quite naturally, the largest per­

centage of our discounts and purchases, other than Government-secured paper, has been 

of this character. The highest rate has been that for commercial paper, and, there­

fore, the smallest amount of our discounts has been of that character.

You will recall that I advised you when we advanced our rates for Government- 

secured paper that we were quite likely to be forced to buy large amounts of bankers 

bills in the open market or else to abandon that market and put our banks at a great 

disadvantage in competing with foreign banks and developing this important business.

The present large holdings of bills by the Reserve Banks are no less than I anticipated 

and they are liable to increase until our whole level of rates is advanced and until 

our rate£ are m8.de uniform.

After the past five years1 experience with the rate policy of the Reserve 

Banks, I am now prepared to recommend without qualification that the time has arrived, 

or will shortly arrive, when the Reserve Banks should have one rate of discount; —  

certainly the Federal Reserve Eank of New York Bhould —  that rate applying to all 

kinds of paper and for all periods of time, with the sole exception of the rate at 

which we buy bills in the open market. That rate, if our discount rates are about 

at the market, can well be somewhat under our discount rate, but, as the purchases 

are made voluntarily, we would then be in position to go into the market and buy, or, 

if we preferred, decline to buy, and, in the latter case, bills would come to us for 
discount at our discount rate.

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



Reproduced from the Unclassified / Declassified Holdings of the National Archives

Yorlu

m m &  you - t e m m  v i m  «f
$ m i  % % ngf V o  w & M w m &  ^  i$ ai&x v & m  

teing to too uauit&jma
rotlisKWuaato for fllw fMcaml, in#® t&at t*«
I^WisPS © f . nilllcu £m*a yuai? bo
dofmirM |m m m % *

OFFICIAL BUSINESS 
GOVERNMENT RATES

C h a r g e  F e d e r a l  R e s e r v e  Bo a r d
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Reproduced from the Unclassified I Declassified Holdings of the National Archives

Form . 40

Trenail,
Hew York

Board approves purchase by your Bank fron Federal Reserve 

Bask of Balias #2,500,000 tax certificates Maturing Septsaber 15th.

STRAUSS

Tice-Oorernor.

OFFICIAL BUSINES
GOVERNMENT HATES

C h a r g e  F e d e r a l  R e s e r v e  Bo a r d
2— 7729
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FEDERAL RESERVE BOARD

June 26, 1919.

Mr. Croxton stated that Governor 

Strong talk®A with New York Bank from 

hi® office yesterday in regard to this, 

and that the Farm Loan Board agreed to 

take over these certificates from Dallas 

The Farm Loan Board took $2,000,000 of 

the certificates, and paid for same this 

morning, and would have taken the entire 

lot except that Dallas would not le t 

them have more than the $2,000,000.

JFM
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June 26, 1919.

MJHCSJfflDUM FOR MR. LEFi'INGWELL:

I was out during most of yesterday afternoon and saw strong 

for only a moment around six oclock. He did not mention the above 

matter to me. I do not know what Treman means by the Treasury 

Department handling these tax certificates. Will you be good 

enough to let me know how tnis matter stands?

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



Reproduced from the Unclassified I Declassified Holdings of the National Archives

urm No. 131.
•̂"V 4* 4* * ' FEDERAL RESERVE

O f f ic e  ^ o r r e s p o i ^ jn c e  BOARD Da,p Jmie K

T o ____ Mr* Broderick*_______ ______________  Subject: 

From_______________________ _______________ ___  

Mr* Treman, Federal'Reserve Bank of lew 

York advises by telephone o f the receipt of wire 

from Federal Reserve Bank of Dallas, asking Hew 

York Bank to prurchase from Dallas Bark f 2,500,000* 

tax certifica tes matur ing Sept can’t or 15th.*

He stated Hew York Bank was ready to 

purchase certificates upon receipt of Board’ s 

approval of transaction*

f 1919.

\ : ■_r' „___________
/

2—S10'5

Misc-37
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A m  88, 1919.
}  .Jity

4% ^  |

$**r Mr. Trmma;

I rooalvad yoor l*tt«r of Jc
n___uwŵ;̂ rfn̂ iniMW]'iu;j>i.j,i j.i._n.i; m

of tax oortlfloatati Of S«pt«A>«r 15th maturity. I imdar*tatid 

frcan thm ?*oa«ury that th* $3,000,000 of oortlf loatas, *11 that 

|p* D»11m Bank had available, wmm takaa over by tha farm Loa«

loafrd* and that tho ®att«% tfc*»r*f©r#f' raqulrw so fttrt3**r action. 

I am,

¥«ry truly yours,

M  36. |b  ralatlon to $3,900,000

Hr* R. H. t m m m * . Dopaty Oovornor,
Th# Vodoral Bosorro Baal: of How York.

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



c Reproduced from the Unclassified I Declassified Holdings of the National Archives
m m

Fe d e r a l  Re s e r v e  Ba n k  

o f  N ew  Y o r k

RETETVF,r>
'JUN261919

OFFIO® or
MR.

3 ^June 25, 1919.
%

V.

Dear Mr. Strauss:

We have your telegram advising of the Board’s ap­

proval of our purchasing $2,500,000. tax certificates, Sept­

ember 15th maturity, of the Federal Reserve Bank of Dallas.

In talking with Governor Strong by telephone to-
v. "J""' '

day about some bank matters, I advised him of the request of 

Governor Van Zandt and he thought that the Treasury Department
T“ '

might be able to handle these for Dallas and so we telegraphed 

Governor Van Zandt asking him to take the matter up with the

Treasury Departments^---

Should this plan not be carried through, we shall 

be glad to assist in disposing of these in the New York mar­

ket, if possible.

Very truly yours,

Deputy Governor.

Honorable Albert Strauss,
Vice Governor, Federal Reserve Board,
Washington, D. C.

RHT.ELS
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Dear Ur. Keosel:

I acknowledge receipt of yowr letter 

of the 4 th. Instant # r̂i which you re far to the suggest io& 

®adt to tha Federal Beaerv« Bank of Kansas City that It 

discontinue participation in your general purchases until 

Its o m  reserve* position Improve*. the Board unftarstaotf* 

that this will leave you with a distribution of 3lJjJ of 

your daily purchases to be aada aasong the four banks named 

in your loiter.

It la to be hoped that present conditions 

la the Kseaae City district are only tenporary, m d  that 

the federal Se^erre Seek of Kansas City aay *oon be able to 

resuse its regular purchases.

Tery truly yours g

Governor*

Mr* £• B. Kernel* Manager of Investments t 
federal Be serve Beak,

IM  Toxic*
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FEDERAL RESERVE BANK

OF NEW YORK Deceived
APR 5- 1919

_ _ . ~ R N O S’S O F F JC

IN  REPLY PLEASE REFER 

T O  i i i i ' t K April 4, 1919.

Bear Governor Harding:
*

requested in your telegram of the third instentr redis­

counted yesterday for Kansas City #10,OCX),000 in member bank collateral 

notes secured by Government obligations, maturing within fifteen days at 

4 I enclose herewith confirmation of my telegram of yesterday’s date 

requesting you to charge our account end credit Kansas City through the 

Gold Settlement Fund with the amount of this transection.

Kansas City has advised us that the notes in question mature 

within from nine to fourteen days and they have requested us to discount 

for them for a fixed period of nine days.

1 take this opportunity to inform you that we received a tele­

gram from Kansas City this morning advising us that you thought they shouM 

discontinue their participation in our general purchases until their own 

reserve position improves# We shall according commence to-day to discont­

inue our usual allotment of 4% to Kansas City until such time as they may 

wish to commence participations again# This now leaves us with a distri­

bution to other Federal reserve banks of 3 1 - 1 / of our daily purchases, 

made up as follows: Chicago 10$, Cleveland 10$, Minneapolis 5 % , San Fran­

cisco, 6-1/ z % +

Hespectfully,

Honorable W. P. G. Harding, 
Governor, Federal Beserve Board, 
Washington, D# C*Enc. go. 635

Manager^of Investments
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FEDERAL RESERVE £/vNK
N J ‘b F  NF.W YORK (T O  B E  M A IL E D )

j

IV j  /
CONFIRMATION OF TELE6&AM

U, G.

Referring your tel< gram today please charge our account ajad credit KanaaB 0 1 %  today 
ttmmgh ®©3J, § i t t w s t  fmni tea ml a  ion dollars tm T9dlmom% of like smmmi mr&er 

®ollat«i*ii, notee secured by government obligations maturing within fifteen days 
m $ *  4 $  We are arranging details today with Kansas City by wipe

Kenael

F e d e r a l  R e s e r v e  B a n k
OF NEW YORK

En c l o s u r e N o . 6 3 5
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FEDERAL RESERVE BANK 

OF NEW YORK

RECEIVED
/  APR 3 “ 1919 Ajp;

GOVERNOR’S OFFICE
2, 1919*

Dear Governor Harding;

T.Tith reference to ray telephone conversation yesterday 

afternoon with 3£r* irodericli and your telegram to-day, I beg to 

advise you that w e have purchased to-day from Boston $10*000,000 

in bankers acceptances maturing //ithin 69 days and less at from 

4 g  to 4 l/8^.

Confirming Kr. Treman's telephone conversation with 

you this afternoon in connection with your further telegram of' 

to-day’s date, m  discounted for Philadelphia, $1G,000,000 mem­

ber bank collateral notes secured by Government obligations ma­

turing within 15 days at 4 /<>*

Respectfully,

i V
f H

Ma n ag er MS f Inv e s tmen t s *

Honorable P. G* Harding,
Governor, Feaeral Beserve board,
Washington, D. C.
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OF NEW YORK
W  ***««} I

: September 12, 1918.
' '

Dear Mr. Chapman: ^

Replying to your letter of September 5th, our discount department has 

furnished me with the following statement showing the bankers* acceptances sold 

to other Federal reserve banks during 1917, to improve our reserve position.

There was only one sale made for the specific purpose, namely, that of November 

8th, although, of course, we were throughout the year more or less regularly dis­

tributing bills purchased here among the other banks, and it is difficult and 

perhaps impossible to say whether in all cases such allotments were designed to 

enlarge the bill holdings of the other institutions or to improve our reserve con­

dition. The rates charged were the market rates for bills of like character, 

and it is hardly practicable to compute the exact amount which went at each rate, 

as the computations were made on the individual bills.

Federal Reserve
Bank of - Amount Rates

San Francisco #10 ,010,850. 52 5f, si. si, sj-. °8t

St. Louis 4 ,689,817. 67 St. si, 3f
Richmond 3 ,356,984. 59 si. si, n S«5“8* 2̂9 3f

Minneapolis 4 ,912,658. 54 8̂* si. 3f. Sf* 4

Cleveland * 10 ,037,907. 60 si, si, 'i 3 3 5/16, 3f. #
Dallas 5,005,892. 52 3*. rz 3°lr* si,
Philadelphia 9,658,800. 79 ,-)4* si. si, sf. 3f, 4, 3|

Boston 5.046.526, 73 sf. 3|. St. si. 3i

C 9  $52,719,438. 96

I trust that this will serve your purpose, but if further information is
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FEDERAL RESERVE BANK OF NEW  YORJ $  • ^ • Chapman, Esq. 9/12/18.

desired, I shall be glad to have you advise me.

Very truly yours,

y C - -

Assistant Federal Reserve Agent.

W, T. Ohapman, Esq.,
Assistant Secretary, Federal Reserve Board, 
Washington, 3j, G.

RiSO/LES
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Jftily 3f ISIS*

Dear Hr* Case:
I thanfc you for your letter of Juno tw©nty«*nl»th, f r o m  

which I as glad to note that your hoard has decided to deal 
with trade aoceptaaoes endorsed by member banks la a rnnnar 
that will encourage tho doYOlopraent of th# trade aooeptano# 
market.

Yery truly four©,

J* II# Case, Soq«, Deputy Governor, Fadaral B « M m  Bank, Ion York#
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FEDERAL RESERVE BANK

OF NEW YORK

June 29, 1918•

J

My dear Mr* Warburg*

Your letter of the 26th instant, addressed to Governor Strong, 

in conneotion with the purchase in the market of domestic trade accept­

ances by Federal reserve banks, has, in his absence,been handed to me 

for aoJraowledgment*

After further consideration we have decided to hold ourselves 

in readiness to purchase paper of this character at rates approximately 

the same as that for rediscount of similar paper, and when accepted by 

good names and bearing prime banking indorsement*

Very tru]

Deputy Governor*

Honorable Paul M* Warburg,
Vice-Governor, Federal Reserve Board
Washing ton, D* C*
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FEDERAL RESERVE BANK 

OF NEW YORK

Search 25, 1918. ' H i ? )

Dear Governor Haiding:

I have your favor of March 25djand note the ar­

rangement made with the governors of seven of the other 

Federal reserve banks to absorb about $50,000,000. of bills 

and acceptances from the Federal Reserve Bank of Eew 3fork.

Mr. Hendricks has submitted the list agreed up­

on in Washington and we are taking the matter up with the 

individual banks to-day.

Very truly yours,

Deputy Governor.

Honorable W. P. G. Harding, 
Gover**6r, Federal Reserve Board, 
Washington, D. 0.
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«At RESERVE SOAftD

March £3, 19X8.
*sei

$mmr Mr* Trmm-i

Beferring to your lot tor of the 16*h 

would state tot at a oootitig with the 

goveraora of tho Federal Boaerve bank® t^la morning, 

It m » a a S 5t:laiBa& that t&0#®CiO.®$0 of bills and

aa<^fjfeateooo^oould be taten fr-m the Federal Boaar-ro 

Baa* of Sow Tor it by aeven otnor Federal Haserrs banate, 

without any inoonvanionce and without reducing tho ro~ 

aorve of any bank bole* ?0j. Mr* Hendricks, who tai 

preaent at tho awetiog* has a list of tho bam:a and 

of tho aaounta whi ch they are proparod to take* aaflU;|f 

you deairo to 4le$oee of any bills it la suggested that 

you take tho natter up direct with the banka on tho 

Hat whlcfa, 1 understand, will bo harmed |rou by *r* 

Hecdrioka*

Tory truly youra,

Mr* H. Hm freman,
Deputy Governor Fodora 1 Beaerre Bank, 

Vow Tork.

Governor*
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Cwur iSJr* tYCMDH*
1 snkji* la t 1st ^  i  ->tk im Im I n i U i f  

tot 1’̂  ffcttt fclKt HMf RaMST# iMStt ^MV Ytoork IfeMI lMMRS

OfeXlfpd. jftSF SSBStlfc&MS to Sifc##S% JflPSSttos&Sy SMMWpteNStS

•£fMra4« fetes# tri|i la sthsor liiiTltti •• vt£l s# Is %Jto

aw M  UstrUt. I as to |9ir m|fi»tl«ft tkil sil N *»nl 
£#mctw ŷ%Tf static ysy%| fl yslhr i*  *!*•« yrestosss t* m »  

SfaHa^l# fe»sts« I *111 Me# l in t w  lm torlBglmjr ywtr It ilw  

to ths &U«fitl*a of t&s ami will sis* M a t  **» *G*to* V

for 4Uo*ssi*B *f Hi* #**fsor*a*s of 9*v««ts»* as W l»y  3*art«

tor/ iwly

kyvsoTJtor*

?v .*# * 2 r w m a*
S^'wras-* ’::̂ sa.rre 3 ^ c #

S«r tfci&*
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,ts Maroh 16, 1918,

f e d e r a l

For Mr- War burg.

R E S ■ E F. V 

.ZMORAITDU^

0 A R D

2j;

At a meeting of the Federal Reserve Board, on

Monday, March 181 1918______ the follov/ing matter
(as Chairman, Committee e» Ho. % •  

was referred to you(as member, " "
( as

A. letter from Betoaty Governor Treman of 

ffew York, dated March 1S.\regarding the absorption 

of acceptances by Federal Reserve Banks. The 

matter to be discussed with Governor# of banks 

on Friday, March 2 2 .

Sigi vturev
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FEDERAL RESERVE BAN1 

OF NEW YORK

March 15, 1918.

ar Governor Harding:

Knowing that there is to he a Conference of Governors at 

Washington on March 22hd and as Governor Strong may not be in Hew 

Yozfc before that meeting, I am writing to bring to your attpntion 

the fact that for some time past the Federal Reserve Bank has been 

obliged to absorb practically all of th^e^sceptances offered, not 

only those originating in the New York district but in some of the 

other district^ and that aside A*om the San Francisco bank and an 

occasional order from Balias and Chicago, the other Federal resdii^b 

banks have not taken any of "these bills.

In advising you of this fact it is simply with the thought

Washington, D. Q.
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FEDERAL RESERVE BANK

OF NEW YORK

October 20, 1917

Dear Mr. Warburg:

I have your letter of October 18th regard to the increasing 

proportion in our portfolio of indorsed bankers' bills.

We are working along quietly, so as not to stir up resentment, 

but persistently to have more and more of the bills we purchase three-name 

paper. Under present conditions, the private bankers' paper responds to 

this treatment more readily than the acceptances of member banks and trust

tut ions here do not yet take kindly to indorsing. This is particularly so 

regarding bills which come to the Hew York market from other cities, such 

as Boston and Philadelphia. In Boston particularly the higher rates charged 

at the Federal reserve bank there have the effect of diverting a great quantity 

of Boston acceptances to the New York market. While we discourage offerings 

of these bills, unless indorsed, we have occasionally taken round amounts of 

them without indorsement when it seemed advisable to do so, for the purpose of 

relieving the local money situation and the dealers who were embarrassed by 

their holdings at such times.

by the Mercantile Bank of the Americas against exports of gold to Peru pur­

chased early in September.

companies, as the volume of it is less, and as many insti-

Regarding the unindorsed Seligman paper,$£25,000. of that is drawn
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S
FEDERAL RESERVE BAN K  OF NEW  YC Honorable Paul M. burg. 10/20/l7.

Thanking you for your letter, I am,

Sincerely yours.

Honorable Paul M. lifer burg,
Vice Governor, Federal Reserve Board, 
Wellington, D. G.
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OctOber 18, 1917.
Bear Governor Strongs

I notice fro® the statement of the Federal Reserve 
Bank of few Tork that of the private bankara* aoeeptances 
of about §14,000,000 held by ftmt bank at the close of 
business on October IB $10,000*000 art endorsed and only 
about $4,000,000 unendorsed.

fhia Is most satisfactory headimy. If m  keep It 
tip at this time and are a little bit more insistent I 
think we oan probably clinch this matter Just as many 
others which tore been hard to handle in the past*

Of the #3,800,000 unendorsed §1,800,000 are Browns 
acceptances, #600,000 Ooldamn Sachs, $600*000 Heidelback, 
Ickelheiaer & Oo., |t00#000 Morgan*a (which isft&nly a 
very email proportion, out of their $4,500,000) and about 
$500*000 are Seltgisan** (out of a total, however, of 
about |340,000). Xt means, therefore, talking only to 
a very fen people in order to get this miiele situation 
cleared up«

In dealing with acceptances of teaks and trust com- 
panics, the pro ort ion of endorsed to not endorsed is 
not so good* Such bento as the Chase, Irving, Farmers. 
tom & frost, Ooiameroe, the First Hatlonal of Boston 
and the Hid Colony trust of Boston are all showing tip
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(3)
institutions 

at this time that I m  rather Inclined to think that 
probably we should not puab the question with these 
banks juat now*

¥:©ry truly yours*
(Signed) Paul M. Warburg.

B m i m  Strong, ,Governor, Federal Reaarre Bank,
lew fo rk .
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BBBBKAL HE SERVE U S K  OF JOT T O M  

SgAgBMBBg OF ACCEPTANCES OF PRIVATE BMKERS 

HELD AT CLOSE OF BUSXHESS OCT. 15. 1917

AMOUKT

m y e AD1HESS

IHDOBSEDw  u&icrTrc! a k t t i HZ jjAJDiiw AND
TKUST COMPANIES

AMOUUT
HOT

INDORSED TOTAI* HELI

American Ezprsss Company Is* Toifc # 2,051.89 $ 2,051.89

J. B. Moors & Company Boston 64,053.24 --------- 64,053.24

Brown Brothsrs & Company Hew York 2,573,594.90 1,521,093.83 4,094,688.73

Goldman, Sachs & Company ft H 999,854.40 592,562.28 1,592,416.68

Ballgartsn & Company W « 225,000*00 100,000.00 325,000.00

Heidelbaoh, Iokslhsimsr it Co* w « 722,443.09 652,552.27 1,374,994.36

Ladsntrarg, Thalmann &  Co. *♦ *t 683,800.58 ------ - 683,800*58

Lasard Frsrss w « 589,205.05 ------- - 589,205.05

J .  P. Morgan & Company ♦t M 3,893,214.79 681,272.20 4,574,486.99

E* Haomburg & Company It « 250,661*33 52,943.90 303,605*23

J .  4 1 .  Ssligman & Company l» H 61.000.00 278,000.00 339,000*00

$10,064,878.27 $3,878,424.46 #13,943,302.75

Getofcsr 16, 1917.
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Mr* Boajain5.ii Stroi%# Jr*.
Ctovomor Wcmq e*l fie&oiTo Bsak;t 

llcv; Yorfc#

Boar Sir:

I  t ro ce ip t o f your la t t e r

o f  tho IStiyinstcui^ explain! ii£* the Ration 

o f 7 our asoeautive com  i t  tee in  e4.TOns.iiig Vim
-f^r--- r - -■ r l TT- - — !--- t t -t ....." i r • ifirirn-ir'i'~inTtfTirr jfUMiiifnajirnwmjfllî H

1&0O ra te  on acceptances* and sta tin g  tiWfc 

i t  is. jo tir pornooo to nakc a fu rth e r aAv$ftee 

i f  o ffe rin g s ^re not choc&eO* leader the 

circum stances, t h is  notion oamas to  me to h& 

w ise m l proper, mid I  w ill eaaao year XeHfer 

to tie c irc u la te d  fo r tho inforra0.tion o€ tla)$ 

other Jaomhore of the Board#

V«ey truly yot*rs%

Goiwjinar#
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i m m m m

FEDERAL RESERVE BANK

OF NEW YORK

August 16, 1917* /

Dear Sir*

The Board’ s le tte r  of August 15th/ in respect of purchases of accep-

tances in the open market has just been received. \7e fee l very strongly the 

importance of the policy outlined by the Board, and as you know it is our in­

tention to observe it .

For some days past money rates have brought the rate at which we pur­

chased acceptances within reach of the market, and very considerable offerings 

of b ills  have been made to us every day for come days past. At yesterday’ s 

meeting o f the executive committee it  was determined to advance the base rate, 

which was the rate applying- to best grade member bank b ills  o f 90 days* matur- 

ity , from 3 l/8% to 3 3/8^, the committee authorizing the purchase of a suf­

fic ien t amount of the floating supply of b ills  carried by brokers to avoid 

imposing upon them any considerable loss by reason of a sudden advance in our 

rate without notice. This may involve a purchase of y5,000,000. to ^7,500,000 

o f b ills .

Outside of these purchases we are taking no b ills  except those offered

by member banks. The necessity for an increase in rate-was rea lly  emphasized 

by considerable offerings which were made yesterday by member banks which, of 

course, we cannot decline.

I f  the new rate is not e ffective in checking offerings we w ill  ad­

vance it  again.

I regret the necessity o f this course, but it  is forced upon us by 

the fact that we would otherwise be obliged to a rb itrarily  decline taking b ills  

as offered, which would create a most unfortunate impression and possibly bring
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FEDERAL. RESERVE BANK OF NEW Honorable W. P. ^arding, 8/16/17#

about higher rates than w ill result from simjjly advancing our rate 1/4 of 

one per cent.

Very truly yours,

Governor. *

Honorable W. P. G* Harding, 
Governor, Federal Reserve Board, 
Washington, D. G.
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August 1C, 1317.

Benjamin strong,
Govern©r  M m m X  Reserve Bank*

1M» Toarte*

Door Governor Strongs-

X have four letter of the 9th instant sad notsyour views 
as to the policy that akosild he adopted by the federal reserve 
banks of liquidating their portfolios as nearly as possible 
within the next sixty days* S i  Board is in entire accord 
isith these views and has taken occasion repeatedly during the 
past few w e e k s  to iiẑ xress its ideas upon the federal reserve 
banks*

I noted the other day in the confidential report &m&e by 
the Assistant federal reserve agent«s office to i£r. y/arburg 
that the Federal Reserve Bank of Pallas was Making inquiry 
about rates on $2*000*000 of acceptances, and took occasion to 
write to Governor ?an z m d t cautioning hin that he should keep 
the assets of his bank in liquid shape and that, -ahile he was 
no doubt justified in anticipating prosperous conditions in 
Teams on account of high prices for crops* he Bhculd bear in 
mind that the soney to pay for these crops must com© from other 
districts, so»e of liiidk night call upon Balias for rediscounts

The Board cordially approves the policy which is being 
pursued by year bank and you xoay be sure that it will continue 
to iiapress upon all the other banks the Importance of keeping 
strong and of xm&ing profits a secondary consideration.

T h m k i s g  you- for your letter# I sm«

Sincerely yours*

Governor.
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FEDERAL RESERVE BANK ^  , f  (j2 )
OF NEW YORK

] 0 Krr~
August 9th, 1917.

PERSONAL.

Dear Governor Harding:

Enclosed is a l i t t l e  memorandum which I had prepared indicating 

the status of the various reserve banks as nearly as we con estimate i t  

as to unpaid dividends^,from which i t  appears that with one or two excep­

tions (notably New York, Cleveland, St. Louis and San Francisco), the 

amount of deficiency in earnings is no longer an important factor. I 

understand that roughly the reserve banks are earning as a whole about

10 % on their capital stock.

Another factor 'bearing on the position of the reserve banks is 

the fact that some of them have found it  necessary in adjusting Liberty 

Loan subscriptions to take rather large amounts of bonds themselves, there­

by tying up a certain amount of their assets. Our tota l of this charac­

ter w ill probably not exceed |4,000,000 and we hope to dispose of them 

before the next loan.

In view of these figures,! am taking the liberty of writing you 

personally and confidentially to urge in the interest of the whole situ­

ation that the other reserve banks be brought to adopting the policy of 

j  liquidating their portfolios with the next 60 days. Our experiences 

, in New York justify  the belief that the money strain when the next Liberty 

Loan is  placed w ill much exceed that of last June and we want to be pre­

pared for i t .  I fee l very sure that our own policy w ill be shown hy
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FEDERAL RESERVE BAN K  OF NEW  \ - 2 - To Governor H, 8/9/17.

future developments to be a sound one*. On the 1st of May our total

discounts and b ills  was only $18,000,000. On June 19th, they reach­

ed a total of $252,000,000 and this morning they have again been re­

duced to ,000,000 and I hope within the next 30 days to see them 

down to about $40,000,000. In other words, during the period of ease 

in money, we have been able to withdraw nearly $180,000,000 of cash from 

the Street into our reserves without any disturbance of money conditions. 

I f  this policy can be adopted by a ll the reserve banks, I fee l very sure 

that money problems this Fall can be adequately dealt with.

cause it  may be that in the late Fall when the government is a heavy bor­

rower, we may want to borrow some money from other reserve banks our­

selves. This is one of the matters I had hoped‘to discuss with you 

Tuesday morning, but time did not permit.

You may assume that this suggestion has some selfish motive be-

Very truly yours

Governor.

Honorable ¥. P. G. Harding, 
Federal Res8rve Board, 
Washington, D. C.

BS/VCM
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FEDERAL RESERVE BANK

OF NEW YORK

. August 8th, 1917.

PERSONAL.

Dear Warburg:

Thank you for yours of the 3rd enclosing copy of your letter

to Mr. Treman in regard to certain transactions in bills which had been 

recently effected by the Federal Reserve Bank of New York.

exception. I would not only not sell bills in the market (which was 

done without my knowledge), but would not even sell any of our port­

folio to the other reserve banks.

him to adopt the policy of maintaining our rates at the levels then pre­

vailing, anticipating that money would then ease off and that our port­

folio would automatically liquidate itself'. I further urged him in case 

this development did not take place after a reasonable time to consider 

raising our rates for bills in order to ensure prompt liquidation of our 

portfolio. In his anxiety to carry out this policy, I agree with you 

that he has gone too far, but once the matter is discuss#! with him I am 

sure that all phases of the matter will be understood and we will be in 

agreement as to our policy in that respect.

As to sales to the other reserve banks, the reason why I think 

that is a mistake is because in my opinion the other reserve banks are

1 agree with everything you say in your letter with only one

Before leaving New York last month, I wrote Mr. Treman urging
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FEDERAL RES £ BAN K  OF NEW  YurtK  ..“2.- To Mr. Warburg. 8/8/17.

not liquidating fast enough. There s t i l l  seems to be some lingering 

\ disposition on the part of the management of some of the reserve banks 

to "make money” • To the extent that we are contributing to that de­

velopment by supplying them with b ills , I think we are making a mis­

take and shall hope to see a ll twelve of the banks reduce their b ills  

and investments to a minimum within the next 30 days or 60 days.

the Treasury in placing certificates of indebtedness w ill have a greater 

effect at f ir s t  upon the New York money market than upon any other sec­

tion of the country. We have the cheapest money and that money w ill 

f}.ow into treasury certificates before the rest of the country w ill be­

gin to contribute and then only as the Treasury raises its  rate. There­

fore, there might, to that extent be justification  for hastening our 

liquidation by sales of b ills  a l i t t l e  in advance of similar liquidation 

by the other reserve banks.

pressed this view to Mr. Treman and find that Mr. Jay agrees with i t .

Of course, we must not overlook the fact that the policy of

W6 had just a word about this matter Monday night and I ex-

Sincerely yours

Honorable Paul M. Warburg,
Federal Reserve Board,
Washington, D. C.

BS/VCM
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I  have your letter of August 4th |md appreciate your writing 

ate so fully your views as to the wisdom of our adopting, in the Fed­

eral Reserve Bank of Hew York, the policy of selling our hills in the

open market or to banks for the purpose of liquidation, unless it he 

under very extreme circumstances.

I admit that there are arguments on both sides, and as Gov­

ernor Strong will be here very soon (probably to-morrow), I shall hope 

to go over this matter with him within a day or two, showing him your 

letter, and he will undoubtedly take up the matter further with you or 

with the Board.

We thought it would do no harm, in view of the outlook for 

great demands upon us, to try this out in a reasonably small way, and 

it has worked quite satisfactorily in this case.

Again expressing our appreciation of your interest, I remain

Sincerely yours,

Deputy Governor.

Honorable Paul M. Warburg,
Yice Governor, Federal Reserve Board, 
Washington, D* C.

r h t/h a b
' * 
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August 4 , 1917.

B eat M r . T r«**& '*

I see fro* Hr* Gldney’* l&ttsr that the Federal 
ReaerY* Bank of law York has »©Xd oc August first, 
$3*500*0-00 oX  it* bank are &qgaptancee to tha Ba&ower 
latlonal BafiJt* and $6*000,000 to a broker; and I not# 
froa what you aaid to ®e over the phona that you have 
increased tbeee direct and in d ir e c t  ealee to  8b out 
t i t , 000,000/

Is X said to yom when I ®a* yom laaf- Monday, 
t&i& it the tins for the Federal Beeerve B&nk of Sew 
Tor* to liqulelat# its iav#etme&t® -and X was delighted 
to »•« other Federal Reserve Banka re^a&oeariag aa 
jmroh&sere of aaaept&ncaa, and I aao outraged yora to 
oe*l to th^ae banka of j o x l z  o w n holdings rather than 
to purch&ae In the aarket where the aember banka,, at 
present, are active bayers of acceptances*

There cannot b# any doubt but that it Is a t?iea pol­
icy for the Federal Hesanre E;.nk of Set York to liquid* 
at# whenever the money narket is flush &&& easy, ao ae 
to b* all the more prepared to costa to the aseiatanoa 
of the narket when the tide tarn* again - and with the
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large problem* ahead of us X am quite confident that 
the tide will turn soon enough and that demands upon 
your bank will then be as strong as in the past, if 
not, indeed, stronger, this is to bs anticipated 
particularly In view of the fact th?t are going 
into the oaop moving psriod.

I am very muoh pis sedVith the effeot of your 
sales to laembsr banks and to brokers, but none the less 
I am not quite certain in m y raind whether quite gene re­
ally speaking it is proper for a Federal Reserve Bank 
to sell its paper tc &emb ..r banks or in the open market 
except when there is an exceptional situation, making it 
necessary that steps be taken for the purpose of strength 
ening the Federal Reserve Bank of for the purpose of 
bringing about higher rates in the market.

Tou know, of course, that the Bank of England in 
order to control money rates borrows at times in the 
market* I doubt, however, whether any one of ths lead­
ing European oentral banks evsr sells its portfolio in 
the market, As a matter of fact, I do not know of any 
oass where the Bank of England* the Banque de France, or 
the Reiohsbank sold their paper exoept in the oass of a 
loan of gold made to the Bank of England by the Banqus
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d« Franos after the Baring oriels; In which case, and 
I believe in one later instance, the Bank of England 
pledged flome of its English portfolio to secure this 
gold advance* If a oentral bank is well administered 
the bulk of Its assets will consist of ninety-day paper 
pretty evenly spread as to maturities; so that the mereF
faot that a Government bank doe® not reinvest its ma­
turing paper will bring about a liquidation of about 
one-third of its assets per month. In addition to 
this paper, oentral banks generally carry short and 
long tens Government securities, and of course nothing 
stands in the way of their realizing upon that in oass 
it should should be desirable to do so. To accelerate 
this liquidation by going into the market and selling 
ninety-day paper I should think would be a step to be 
undertaken only In case of very extraordinary situations.
In theory Federal Reserve Banks ought always to be buyers 
of dollar paper, even though the rats at which they buy
stay sometimes make them inactive as actual purchasers.But normally they shoudl not be sellers of paper.

It may well be that the present situation may be con­
sidered as an exceptional one - so exceptional indeed as to 
warrant our accelerating the liquidation of our port-

{3}
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folios. It may even be that this may be advisable 
not eo »uoh in our own Interest ae in the interest 
of oar member banks, who are very anxious at this time 
to secure paper which they can rediscount with the 
Federal Reserve Banka in oaee of need.

But I am writing you at such length because 1 
think it is important to make it very clear that Fed* 
©ral Reserve Banka should normally not be jobbers in
acceptancesf - institutions that purchase and sell all 
the time with a small margin, such, for instance, as the 
discount companies in England which sure always purchasers 
and sellers, while the big and strong British joint 
stock banks are generally only purchasers of bills and 
only in the rarest cases rediscountera or sellers*

I believe that we must keep our credit and prestige 
as high as possible and should not permit the Federal 
reserve Banka to take the plaee of these ̂ obhing^dis** 
count companies, and I want to emphasise these views 
as strictly my own, even though i-t-**y after discussion

a perfectly advisable policy for the Fed­
eral Reserve Banks at this time to sell its acceptances 
in order to meet the extraordinary exigencies of theDigitized for FRASER 
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w
present situation.

X as sot quit# oertain that my oolleagues would 
all freely subscribe to the vlewa that X have expressed 
In this letter. Several of than are absent at this time 
and we have not been abla to dIscues the matter fully In 
the Board, X a& writingv you, therefore, expressing
only my personal views,and I am doing it for the pur*

f*

pose of having you and tjbe other offioers of your Bank 
carefully consider the m^t'er fro® the angle outlined

V

by me, which possibly say be a new pfint of view to
some of your officers.

I am sending a copy of this letter to Governor 
Strong becuase X aa anxious to get his reaction oon~ 
cerning the problem in hand*

Very sincerely yours,

Sgd. Paul It* Warburg,
R.  R.  Treman, E s q . ,Federal Reserve Bank, law York,
a
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Mr* Ft«rr#
Chai mm K M l  Beeerre Bank, 

lev Tozk.

D#*r Ur. Jayt -

Tour letter of the was duly received

aad I not# with ls U m t  yonr »tur#d vlonre on tlae natter

of ahorf tiae loans to the ffettet States Government.

I wo *14 anggeat tlmt you dlaeuse tM am tter "itttfc Mr.

arburf mm he Tleite you on Monday next.

f#jy truly yo«ra.

Governor.
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March 21, 1917,

Bear Governor Hardings

We have been discussing among ourselves in the "bank: to-day 

the matter of the prospective 70-day loan of the United States Govern­

ment, of which you advised us yesterday, and we all feel very glad of 

your assurance that the System will have some official connection with A

the placing of the loan.

As to whether we should serve merely as the agent of the gov­

ernment in disposing of the loan or should b0 actual purchasers of it , ' M  

with or without the idea of possibly redistributing it, which you will 

remember we discussed at lunch yesterday, we have looked at the matter 

from various angles and feel that it would be preferable for us to act 

as agent rather than as purchaser* We think the effect on the public 

would be about the same in either case, fhe; public would understand 

that the Federal reserve banks were, very properly, assisting the gov­

ernment.. But it is our feeling that the excellent effect Jtoduced on 

bankers and thoughtful men generally by our recent investment policy 

which, as you stated in your address last night, has brought, our re­

serves up from 68$ to 8C$, and has put us in a strong position to as­

sist our member barites when necessary, would be dispelled if the govern- 
first

ment, without^going to the general money market, should draft us direct­

ly to its assistance by borrowing a round sum of money from us* We 

believe it would be a better and sounder policy for the ̂ government to 

regard us not as a primary but rather as a secondary source of borrowing, 

to be availed of temporarily and within reason when the outside market
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«=' c-
FBOERAL. RESERVE B AN K  pF NEW  YOK Honorable W. P. G. Ha., » 3/21/17*

is not so available as at present* To place a large loan with us at 

a time when market funds are so abundant would seem to put the Reserve 

system in the primary position of a bank of discount rather than in the 

secondary position of a bank of rediscount, which we have always consid­

ered it was intended to be.

Reserve System than in the open market does not seem to us a compensat­

ing advantage for the unfavorable impression we believe would be created 

by the government’s direct use of our fands. While the Secretary may 

feel that we 3iould lend at a low rate because we have government balances 

without interest possibly he will recognize, on the other hand, that v/e do 

considerable government work without compensation.

but on the principle above outlined. While as officers of the bank we. 

should be extremely glad of the added income the loan would bring, we 

feel that 7/e must consider the subject from the broader point of view of 

a sound relationship between the Treasury and the System. From that 

point of view we are convinced that it would be wiser for us to act, per­

haps without any compensation, as agents for the government in placing 

the loan rather than to become purchasers or even underwriters of it.

sibly it might be taken at a fraction lower, but it should be remembered 

that the extent of the market for money at 2 f o , the rate you thought the 

Secretary had in mind, is quite limited.

To secure the money perhaps a shade cheaper from the Federal

But the views which we have formed are based, not on the rate,

We believe that Z  l/ 2 $ >  would be a fair rate for the loan. Pos-

Yery truly yours,

Honorable ¥. P. G. Harding, 
Governor, Federal Reserve Board 
Washington^ D. G.
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REPORT OF A COMMITTEE APPOINTED BY HIE 
CONFERENCE OF GOVERNORS TO RECOMMEND A BASIS FOR THE APPORTION­

MENT OF INVESTMENTS MADE BY ONE FEDERAL RESERVE u 
BANK FOR THE OTHER FEDERAL RESERVE BANKS. ^ 7  "2? 3  > 7

January 31, 1917.

Pursuant to the recommendations made by this committee at a meeting held 
at Washington on December 11 - 14, 1916, which recommendations were subsequently adopt­
ed by the conference of Governors, the committee submits herewith a fourth table of 
estimated deficits and apportionment percentages.

The estimated deficits embodied in this table are calculated upon the fol­
lowing basis:

At the request of the committee each Federal Reserve Bank reported to th6 
chairman the amount necessary to pay its accrued dividend to January 1, 1917. From 
this amount in each case the balance to the credit of profit and loss were deducted.
In the case of several of the Federal Reserve Banks it appeared that various items of 
depreciation had been charged to profit and loss in excess of the amount necessary to 
depreciate furniture and fixtures, etc., at the approximately uniform rate adopted by 
the other Federal Reserve Banks. In these cases the excess which had been charged 
to profit and loss was deducted from the apparent dividend deficit of the bank. In 
one case the bank had charged to profit and loss the cost of unissued Federal Reserve 
notes. This cost was also deducted from the apparent deficit in the case of that bank.

In the accompanying table the net dividend deficit of each bank is shown in 
the last column. In each of the other columns the net deficit of the eleven Federal 
Reserve Banks are shown, the deficit of the bank whose name stands at the head of the 
column being omitted.

Therefore to apportion any investment purchased by one Federal Reserve Bank 
for the other Federal Reserve Banks, the figures appearing in the column under the name 
O f the purchasing bank should be used, each other Federal Reserve Bank to receive the 
percentage placed opposite its name in the column.

Any bank making investments for all Federal Reserve Banks, including itself, 
will make apportionment according to the percentages shown in the last column of the 
table.

To illustrate;

New York in making investments will apportion them to all the Reserve Banks, 
including itself, as follows;

Percentage Amount of Deficit

New York 26.73^ # 920,000
Boston 7.70 265,000
Philadelphia 11*07 381,000
Cleveland 12.78 440,000
Richmond .64 22,000
Atlanta 1.86 64,000
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S^'NEW YORh.

Chicago 9.82 $ 238,000
St. Louis 7.96 274,000
Minneapolis 4.56 150,000
Kansas City 5.14 177,000
Dallas 1.89 65,000
San J?rancisco 10.05 346,000

100.00 #3,442,000

ALFRED 1. AIKEN,
CHARLES J. RHOADS,
GEORGE J. SEAY, CHAIRMAN.

The above percentages compare with the previous percentages in force from 
November 21, 1916, as follows:

Boston 4.40
Hew York 25.00
Philadelphia 11.51
Cleveland 17.36
Richmond .12
Atlanta 3.67
Chicago 5.25
St. Louis 8.44
Minneapolis 7.03
Kansas City 1.39
Dallas .23
San ij'rancisco 15.60

100.00
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___ _  FEDERAL RESERVE
1 BANK OF NEW YORK .

. * . V C  Correspoi ?nce j-ebruary 25, 1917,

To________ M r, Ja y______ _______________________ Subject:. Cttui**...

fJIhe percentages of. allotments among other Federal reserve 

banks at present in force are shown on the report of the com­

mittee dated January 31, 1917, copy of which is attached. On 

said copy is also stated, for purposes of comparison, the per­

centages determined by the committee on November 21, 1916, which 

were in force until superseded by the report of January 31, 19J7.

!Ehere is attached also copy of our letter of December 

6th to Governor Seay stating our contentions in regard to the 

basic principles of allotment, which have been practically adopt­

ed by the committee.in the report of January 31, 1917.

k r k/i w b.
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December 6, 1916

George J. Seay* Esq.,
Governor, Federal Reserve Bank of Richmond,

Richmond, Va.

Bear Mr* Seay:

We have received yoar letter of November 27th regarding the allot­

ment of investmente, and regret that we have not made clear how simply the 

figures required, for oar method mi$it be obtained. We agree with you that 

the expenses of a bank should be taken in total according to its own method 

of keeping Its hooks In so far as ,that method is in accord with correct 

principles of accounting. We shall be perfectly satisfied with the figures 

now reported by the banks to the Federal Reserve Board, with the single ex­

ception as stated below, Perhaps it would he wise for us to try again and 

see if we cannot state our ideas regarding the method of allotting Invest­

ments so that they will be easily traderstood. The following statement of 

basic principles may assists

1. That distributable Investments he apportioned on the has is of 

the necessities of each Federal reserve bank to meet its current expenses, 

its current dividend and a fixed proportion of Its net deficit to the close 

of business Beceiaber 31, 1916, including dividends accrued hut not paid to 

that date.

2. 'Phat when these needs have been obtained the Investments be 

distributed In the proportion that the deficit of each bank bears to the 

deficit of all the banks.
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k̂bank . Geo. J. Seay* 4.

3. Shat If the bank earns all its requirements in accordance with 

the following schedule* it lie not allowed to participate in investiaents.

4. Shat in determining the needs of each bank the procedure he as

follows*

1 . Add current earnings for quarter including service 

chargee received.

2. Deduct the sum of

fa) Current expense for quarter including service 
charges paid.

fb) Current dividend retirements for quarter.

(c) Three-twelfths (or sosie other proportion to 
he determined) of deficit fro© operation to December 31,
19161 including accrued dividends.

3. Find the difference between earnings and expenses.

4. Find the per cent that each deficit bears to the 

total deficit and allot m  that basis.

ccmcsasss

This plan is in exact accord with your m n  ideas except that we do 

not approve of the method employed in the 2?ovember bulletin, page 595, in 

the eighth line of figures where "Expense of Transit Department" is deducted 

from "Gross Expenses1* and so from "Met Earnings.** It Is improper accounting 

to single out one department, estimate its cost of operation and deduct this 

cost fro® current expense whether or not a part of this cost is returned.

It is better accounting and, therefore, a better basis for distributing in­

vestments, to include actual receipts for service charges among the earnings 

and actual payments for service charges among the,expenses, leaving the cost 

of operating the transit department in current expense, where it belongs*
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v BANK % flgMI 1Y0̂  y w #  «/• ^aay#

this subject will be dlacuased at the auditors* ©otiferene© and the 
lew Yeffe representative tUI urge most strong? a .change Is the method of 
reporting la the bulletin. We tore heard t m m  ether auditors and knot? that 
they agree with na In this reapeet*

I f  the flatter of reporting aervice changes receives. weA  paid and 

t now It cost 1« adjnateu la accordance with theee ideaa, the only earning and 

expense figures required wader oar plan are those xunr reported cm form  286-b 

and 267~b to the federal Ideserve Board at the close of each aonth. A efeaat 

of carbon p^er w ill furulBh a copy for the representative of the Investment 

Coastttee.

■In our letter of the 24th instant we referret! to atodlea we had been 
wising. In these we were endeavoring to e<goali&e chargee for anortiaatlon

m 4  depreciation. It is evident that eene of the baste shewing enall per- 

coats of set ©amii^-s are writing off orgsalsaticai eapenaaa aore rapidly is- 

proportion than other btsm® shoeing a.greater percentage of net earatnip, 

fheee difference® ■ <mgit to he adjnetad vpm %&m vmiform hasi© to he a^eed 

x m m 9 axad we only emitted froa cmr earlier letter the Idem of m M a g  each m  

adjvatamt in order to ‘have the plan more ©ii^le to operatic.

the woffctng out of the Bet deficit to Deceafeer 31* ItlS* present© 
eoae difficulties the solution of which taint 'be arbitrary* I3se following plan, 
appaala to \m%

Bach bank will Calculate its net gain or loea fro® organisation to 
the close of business December 31# 191#* Let the© deduct frets the set gain* 
or add to the set loss if any* the-aucfsnt of dividend accrued but sot paid to 
the eloee of baeineaa Deeeafcer 31, 1916. H!hent let the conference of 

governor® decide what they think t?lll be a reasonable tine for the T&aaca to 

worfe off thaae deficits. Let va as®®?® that they think the deficit® ©honld be
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« 8 )M  o f f ‘fft tmliNs mmthBm, I# ahooM fcfeem burden ©ach fcaaaflfĉa rwgtttraioanta 

for a qmrter with thraa-’tnialfttia of it® dafiAit Snalndls^ dlriAan&i isarml& 'to 

Use el®»® of taalmaa DaeutfMnr 31* 19l&# im addlticat t# Uia x*K£ttiv«aaait8 for

enrre&t ilvii<333&s a M  m m m i t

Smxrlag tlui iaa<ja&Xity of e3mrg®s to carrcmt m pm m is for mm>tisation 
nH dapredatlesv, we think this plan. Is efsrl# isal will r©<pii^ tactica lly  is© 

tafom»tl«a to fc® ftnwlabad by fts® taska, It eo* ba adjttatad qpartai&ar and 

time lemp tha dSatritetioa of ixnraatawnta mr* nmrly in S»«a»i3^ with oorvaat 

vwgairanabta emu will, w@ b«lta*a» prwida a raaatmatoly acgaitabia distrilmtiotu

Va*y truly ytmrô

♦

Saaratairy*

■RESERVE.BANK * -v .  ,****»»
JEW YORK * »  - J W f m  «## - e a j f i
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.. i'i/ i. I'1;.;'
*5

January 34, 1917>£

Dear Ur. Treaan:
I notice that the Hew York Bank ie buying accept­

ances for San Francisoo. At what rate are these ac­
ceptance e purchased and is this a similar case 10 the 
one of Chicago, of which you spoke to met that is* 
that Hew York is keeping out of the market for the ben­
efit of the systea and another Federal Reserve Bank is 
dipping into it in order to secure earnings? If that 
is so, I think we w-nt to look into the matter,

^ery truly yours,
i

\
\ i  ga g cl) PAUL M . ]? a'IB rr?r<R. H. Treman, Esq.,

Federal Reserve Bank,
Hew York.
*
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Dear Mr. Delano:

I understand that you inquired for another 

set of the e n c l o s e i r i r t a ^ ^ .*■

made by this bank fo r account of the other Federal 

reserve banks at their direction.

Very truly yours,

ih frU f fa
Governor*

Hon. F. A* Delano, 
Federal Reserve Board, 
V/ashington, I). G.

Bo Jr/VGM-4
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FEDERAL RESERVE BANK 

OF NEW YORK

January 21, 1916.
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&0tht 1916*

M y  tear l£r* StHnojags-

C&n you a#c&BJ&©date me by &e&d£ia& me oopy of 

a large hektographed statement recently gotten out by your Bank* 
aatiilM "Comparative Statement of Capital, Investments, B&ralngn 

and of fli© Several lesenre Bankst as of Beoeaaber
30, 1916*" This atatesmnt bears no date, but I trust the above 

description will enable you to identify it*

I ehall greatky appreciate ^©ur courtesy In thir

Beoyl- to Vice governor*

Mr* Benjamin Strong* Jr*,

&*rre»orf. F«#®ral Eenerre Bart*, 

lew York City*
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KVK
' ̂

October 30. 1915•

S i r :  j -  '

t 1 this 1« to iadirlse you that the Board's lot*
l l  f**'

tor of October & relating to fpes aarket operation*, 

has boon slightly aodiflod by the insertion of tho 

words *with respect to bills of exchange* on the 

last page of tho lottor after tho words “free to 

exercise tho authority granted under Section 14.*

This addition doos mot alter tho sense of tho lot- 

ter, but has been introduced for tho sake of clear­

ness. The letter as thus modified will be officially 

published is the federal Reserve Bull* tin for Sove*- 

ber.

Haspectfully,

Secretary.

Mr. Plerxs Jay,
Chairmen, Board of Directors,

Federal Reservo Bank of lew Torko

W is u d
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T

FEDERAL RESERVE BAN 

OF NEW YORK

S i r
0  \ /

Your letter of October 8th \elative to open 

maxfeet operations under Sect^bn 14 of the Act, was re­

ceived on October 11th, jp-nd/in accordance with your in­

structions w ill be calledYto the attention of our Board 

of Directors at their next meeting.

Respectfully,

Honorable F. A. Delano,
Vice Governor, Federal Reserve Board,
Washington, D. C.

PJ/BjJI
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& J U L X

m o

Detour %  ISM*

3 X 1 8

la tfao m iter of apm msfeet operation* p*ot!fiod f  jr  
Smtim  34 of th* Jfederal .:spom  an I vaâ mt̂ maS, U » .juee~ 
tion imtsmittod for eosisl&er tlon* foss deolve to kaws* whethwr 
titer* Is m& dn̂ p or o&iiiptfcioii 0s thft m rt o f i3* Enteral 1*~ 
is#¥v© 4H*d to prosorlb* raloa m& roctd^ilons- £*&mr$&xm oaail- 
ttons a lir  efcUtfi Stftaral ret**** fê a • ’*«/ t*am ^e oaoi milt 
in t1» open mrket estate trsaritars* fcaxigtave9 aoeoftasie®# sad 
bU lt of 0Xtfaems*+ or *!#t*i«r t?*> ;l̂ aKW %  f&llnf© to jmstsorlbo 
mta p^uktifs@t s**f w ltltoM  frr* fluefe 1*aaleft fcM rfelil to ©aoetw. 
else theM 'pm m m

So mmmv %M& <posti«« it  Im nAossff&vy to totnr Inc too 
tegal o f feet o f tfee piotliifltt la Tte Imi&us*  o f tfe»
Aet Is *«*

^  Ffctaml re*ftrv* tenSs sssgr* ua^r mlm m& 
jw&olatlaM pf^enbM  lij the f^dos^! Besew# Bo&i-d, 
pttroihaso as**! w ill la the o$»on mtftMt* at 1**® 0*

e ittot fro** or to cknemtio «r  foreign b*a&s« 
ftern* eorpomtiasim or Individ)***!** cowl* tr&a&fero

S6s6Sp̂ l3aB©9S 02$S bill® Of Q®Ci>£936r?B Of th©
Mh&b and mtstriti&o b§r thin Act wm̂m ftllslbl# for r©~
lUoootmt* wifcls. or qrlthoat t l*  iadorsoriait o f a ?»&©*

ill® lopil sffoot of till# pswl&lon mmm e lw u li to lit 
to w st Sa tf»- BMtarvil reserve I##? tho rtd&t to mmmim tfei® 
pernr nn<* to usst is  t&© Botoml iterarw 'Sonrd aaiy th» jjoswt. 
to mr^ilato it® $3aml90* la ottior «ordB# Cmmmm did not t5*~ 
tend to wmt a dl*e?«ti<m la 3oa*& to Mtons&n* wfseihear Fo&~ 
ersl wpaKfe&m micI soil ot^lo tvonftMK*
attM ŝtfmiM* and b ill#  o f Iwt rjoirBly to 3?<s.gsMt# thoSr
ps.niMime ansi ml®*

Wfel It  tew » cm* & cp îst oao## tesH w  trlth tli® 
3«#otlom. o f hew ftsr Co»^r«fis« or aigr' XegSftlatlw b©%f taoQr del*-
@ate to m b-mî  tfm pmm* to rocfjlato* I t  Is not
n&oo^a*^ to e & m i& m r these? ernsos lorw^ sluso m  are dmAi^g
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sot with the gnaatlon of «faat tlm  regulation atmll contain tait 
m m % &  with the Baaifc’a A&tgf la tbs pranlaaa* Oaoovnl^y &paafe;~ 
tag Oaagmm & m  not Aala?*nta %%a pcrser to Taaisa'iagia It
em  &©lo?j&io the po^er to mmm fm t or stato of tMisc?®
upon iffeidfe. tfm statute tat^i or t at ©mi s to ̂ aft» lit oem mtion 
<̂ p@ss&«w For collection of esaea t̂aesralopadla of tar said 
Pvoaednva* ?0lts*30 #* png© 890*

Cangptnas rAr'tit* Itet)f6f Ian TOsted In the Federal 
Beaerv* Board# tlim po^er to Badercl re so w
tanai istimiHs lun&aaa la  the &mn cable traaaftora* saeepfc-
snocsi am! M ils  of ajMhaa£*« *tae it  Intended to do no, fcawrar* 
it oald !mm Iwmrpm^t&d M s  pmm? in Section XI in defining 
tlm n& 0m- of tfta ifadaral &o**& inatead of In Section U
atriUft deal* with the posters of the? 2^te*«a reaerve Bor
eacoople* Section I I  authorise© the Federal ?ies«inre Bos*rd »

*(*} fo penal t* or* on tim ■s&f$xssa&im v&te of 
at leant fim of t&a lleeerve Saard to «*•
qntm Federal reicm haafce to radiaaonnt the die- 
eonated p w r  of eth@r ̂ federal reacTae baafe* at 
mt** of Imteraat to 1m fiart tgr the federal Ka» 
uerve Board*

(e ) to ®naii*nid for a pet* toft of not 
thirty daya* assi frea tlsi* to tltae to r a w  aatih 
anapNWlaa for periods not cime&Iiig fifteen Aaya*
aaqr ra«#rve reaulrmmt a$*elflad In this Act*

(k) Wo ip-ant bp agieelal p&mii to national 
hasfea mp lying tlmmt^r* ¥0m$1 not In contravention 
cf stMe or l?*al lai| the right to act a* trustee* 
awaBtar* adnftalatfntor* or raglatw of atcefca and 
Imas ts»Sar each role* cm* regulation* aa tla saM 
Boe-r6 f̂ asr inpaaaapiba*

Imai^ielw ^arafora* a& tha p a «r  to p riB 8 e  eaA se ll 
atiAa tr^s^ irs* aoai(pt£aoaa V illa  of esscli^^ In tt&* opm- 
mrfeet la w stM  In tM i%d© ?.sl ro^rra  tmem mh$mt to 

n^nlatiiass of t/k Be^erfe Bo«a?4# It ^aalU
-a*«tt. to tM  fsmnttan of tlws Sô pA aitli^r to pransrila tha 
mXaa ra^^tattaoa" r^ftsm^ ts* or ahn&fi k1i& Board d^tî mlisB
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«ot to «mSe» ruch m lit nmfc ragrulatloa** ftt thin tlM » U> 
Inform tim M ir a l  **•**«• baa** tts&t th**« iwwi n  laggr b*
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ttr. Pi«rra Jay,
OlminML, Board Of Mreatoro,

Sir i

£«*&*.

*bo Fadoral feaarva Saaka are —ywrg»d uadar Saotion 14 

of tbo *od«ral R «*rr* Aat* « * > a t  to raltt aad regulation*

praaorifcad. by tin M o ra l Mmmrn laard, ta

"P*rch**# and **11 1a tbo op«n markot, at bom or 
or abroad, fro* or to dtontotlo or foroi**
bank*, f im *  oo rporatl on# or lndlTlftnala, aablo 
traaafarc mad barter** aaoaptauoao and M il*  of *k-

Oi txfct M B K I  >ttfl MktlUTl &10B u f  tiU.fi W $%  M t t l
for radiaooont, with «r without th% a*-

I T  a  M M V  M U C ,

flMi Board fcaa alroady iaamad ra*nlatioa* oorcrlqs: th* pnroiaa** Is  

t&o opoa aarkat of katftero* aoaaptanaa** ef Qnltod Stata* (^Tar»- 

ic it  1>9adt a&d of mnlalpal warrants« tont it In# not yet issued 

rosnlation* ralating to "oafelo traxwfar*" or to tin of

"b ills  ol* eaahaa#* of' tha Idodi and maturiti*# %  IM « aat nado 

oliglfela for radisooomt." fha original M il  for t i*  a#tablislv- 

as nt of Fodaral Tfssai Tin Isaak*. oto.. T*raittad tha ouroJiaaad in 

tits opan markat of "notaa* draft* and M ila , of •xahaage,r’ fcat iH

fths b i l l  as finally anaatad tin word* "notaa sod #r*£i»* m

a&riakan oat in Saotion 14, al though ttoay ara ratainad im Saetion 

m  ralata* to diaaoanfc oparatioa* for M M l« <***•*

aaraf»l *tady sad inTa#ti«atic* tfes Joard ) » «  raaahad tba ooa-
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£ J L L 1

z

tint Qoagreta beyond qneetl->a drew a diatinetloa in SeetioaftlS 

and 14 between tie several fame of cooraeroial passer, end that 

pronieeary notes, even though bear big sn additional endoreo* 

sentf wet be regarded ae exoluded f*o» open m&mt purchases 

wider 3eottm 14. Sit we reiaain the?i« as eligible for porohaeee 
%

under t ds Seotî i, "oable transfcre,* and "bills of exchange* 
of fcvaa kind*, ** (1) eo-e&lled foreign Mile of exchange and 
{2) dmmetle hills of esohasge {other than beakera* aoeoptanoee} 
drawn by one party on anothert as by a sol lor of goods «poa 
the purchaser, each ea have been classified fcy tbd Board an 
"trade aooeptaaeee,* either aoeepted or not aeeepted at the tine 
of i*?rohase. In view of ti» *b®arael conditions prevailing 
In Barope, the loard feele that the banka aboitfd be warm than 
wwali| eaatloae In soy itarelgtt exchange operations entered 
into at fchie Use, la to open aarket dealing in *doa»sfcic 
bills »** w die the special rate authorised for this class of p&$or 
m y  prove in the fnture a helpful fee tor In developing Ite 
freer nee* the Board hae been inforaed tliit the tm^ly of desirable 

reaper ie still very limited. 7 «re  are aleo other abjeotlus 

that may to urged against open market operati j»s in "doaestle biila* 

at thie tltee, liswever* the federal Reserve Soard reoo-nises tl»t  

the federal reservo brn&a .#*aare the rigtt to engs^a In open market
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operation# In b i l l*  of inrohim and tlat the decision irise t her the 

Fidanl r « « *T »  banks should oagags in #a#h opee asrfcet transactions 

m t i ' «otlr*ly «ttb them* severally* sad, not with thm Federal He- 

eerve Board. Hfcould tki treai»*e'fc&0*# OfK|«i in by n j  beak u i u *

■ Ttry lw jt  pfoportiois or develop along lines whleh would aake 

reflation  appear deeirable, the Beeerve Board will exer-

elee ite right at say Xim to

pr— m| %&• locrd 4mm It W »t ti I w n  «wjh F*derml r#*#rr% ¥*ak 

tern to eserelee the anthorlty rr«it*d unAer fceotioa Mkwlthawt 

governing or restricting' regulations, i t  being aaiaretood, of eonree 

that a*y federal reserve bank deeirln« to eetabllah an open aarket 

rate tor desea tie M ile  of exahaa«e by' this Aot aado eligible for 

redieooant. w ill aofeait saoh rate to flit Board for approval sad 

*a+laatsstioa+lj& »heenrtoasrrwafr» lea are o«atla*ad that m  M i l  

aê f be bomlcfc |a tilt epea asrta t wh.1 dii* erea If a  atjaber

wo aid be ineligible f  or fredieoooat wnder t$*

The Board appeal# opinions of Qotnael bearlst ̂  the sab-

Please eell this letter to tfee attention o f your Board of

fiiredtSNre#
Beepeetfmlly,

(31*aed) V* 4* PoLem,

Aetln« Governor.

(Signed) S* Parker Willie 

Secretary.

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



R eproduced from the Unclassified / D eclassified H o ld ings o f the N ational A rch ives

fTOSRU* mmmm i  

m m m m m

i'lFt
The qneatioa feaa been r*ieed whether Federal .: # « m  

Banks omler tUe provision* o f Station 14 o f tha im m m X
M m m 'fm  M t«  parahaee single naan me in  the op®n atric*t.

Jeotion 14 provide* la p m rt that -
■’Any Mtoral laser** Bmni «j, ondor rul*o aad re#» 

ttlatioas prescribed by tin feier&l Ifeesorffc Board, pur- 
ohaae an-i soli In the open aaaMfe* hooe or 
either fro* or to doneetio or foreign banXa, fins*, oor- 
orations, or individuals* oable tr&asfers, an3 banXers* 
acoeptaoce* ami bill* of exchange of the cinds «&& rafttor- 
ities by this Act «*£• oligiblo for rediaoount* ^ith or 
without the iadoraeaent of a  *e«her ban**.

Hater the proviatons o f this Soot ion *  Federal Saner** 
Ban* mgr $*»*«&**• b il ls  o f exchange ( that la* orders #r&im by one 
jjeraoa on anothar to pay on dewand* 'or at a fixed or la terminal Xo 
future tlae, a am certain in tm m y  to or^or or to bearer)* vheth- 
or before or a fter a^oeptanae* provided, they are o f tft* *lnda and 
tmturitlea made e lig ib le  for rediscount under Nation 13.

I t  i® tlaar* however* that profstaaory note* m  I i# t l » -  
Quisled from  b llla  o f exchange are not e lig ib le  for ,paroi»** under 
Section 14 inNM*f*o%lv» m f tho zvnbm r o f oartes thereon.

n m p m t t n l i # *

2. C. K llio tt ,
(iigned)

Counsel.

ton* €&**!«* a* Haialli** 
tSovwrftor*

S7- /

jctober 3, 1S1&.
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