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Office Correspc Jerﬁa *&’K e e o e,

| To_ _Jir. Bdy ‘ )
From__ Mr. Smesd 7 e N &/&/ ——

2233, Y

You msy be intercsted in xnowing that the Pederal Reserve Bank of -

. Hew York purchused aoceptances on June 17 gt the minimum mthorized rate of
' 2-1/2 par cont. The acceptances purchased at this rate were of the Canpdien
Bank of Commerce, Goldman Sachs axd Coupany, and the Fronch Ameriocan Benking
Corporation, and aggregated J99,766.87, Tte 56 asceptances were &l bousht
from the Digoount Corporation. You may slgo like to Encw that on June 18
the Yow York Bank purchased $19,903,5619.20 of acceptances of various institn.
tions from J. I'. kiorgan and Company, on vhich a uniform rate.of 3-1/8 per
omt was ohgrged. O0f the acoeptances purchased from J. P. Morgan and Company,
$6,259,771:19 wers allotted to other Pedecral reserve banks. The maturities
" of these asoeptances ranged from 1 to 140 days.
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January g2, 19231 3
PN Ld :

Dear Governcr 3tromg:s

1 soxnowledge receipt of Wm‘”‘

mg‘.’ note the suggestion you have to make with

regard to the adgisedility of there deing an understand-
ing smong the Pederal reserve banks that bills from their

/‘\
omn partfolios will not be offered in the open merket. .
1 shall disouss the metter with the other members of the é
Board and will let you bear from me further on the sub- y

Jeot. .

Yery truly yours,

Qoverunonpr

» Bamjaniz Styong, Oovernmor,
Padersl Pessrve Bank,
Now m X 1.
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FEDERAL RESERVE BANK .
229, \“O)

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 its holdings of bankers acceptances through a firm of till dealers.
It came to our attention btecause some of these bills were those which we
had purchased for this Reserve Bank in the New 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 cdispose 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

Kiagios

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 thies situation

might not te met by having an understanding among the Reserve Panks at least

that no such sale shall te made without the bills being first offered to us
at the same rate of discount which such Reserve Bank would reslize 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-

Lot imees 2 B et

tion, without the slightest desire to indicate how any particular Reserve Bank
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FEDERAL RESERVE BANK OF NEW YOG, __ b Governor Hai _ng 1.21.21

should manage its affairs.

Very truly yours,

bz, o

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

BS.MSB
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FEDERAL RESERVE BANK
OF NEW YORK

CORRESPONDENCE f/««—zﬂ

—J‘!’ : f\ Rééﬁﬁ SUBJECT ;ig __Pe
rrom_—E. B. Kenzal .|“L3 0 1920 m

OFFICEOF | . ———" L
THE GOVERNOR. )=,
>0 (2

1 have gone over the recemt sorrespondsnce with Mr. loéongnl which aroib
from thelir imguiry with regard to selling for their account in thie market
$25,000,000 of indorsed dills.

There is no qwestion as to the legal right of a Federal reserve bank te
asll bills from its pertfolie back imto the market, but the wisdom snd propriety of
so doing has been considered, both by the govermors in conference and the directers
of this bank, with the result that beth bodies discountemamced the practice, the
principal thowght being that Federal reserve banks, like all central banks, being
places of ultimate rediscewnt, should net be traders and that paper whick hes beea
taken out of the market by Federal reserve bunks should mot agaim be found in the
makket. Also, that regard for the credit of a bank which has indorsed amd asold paper
from its porﬁfplio to a Federal reserve bank would prevent the reserve bank from im-
Jecting that indorsemsnt inte the market, where it might be hawked arcund, to the em-
bsrra:taéni, i? not te the detriment, of the indorser. This is irrespective as te
wvhether or not the imdorsement is that of a bank whick accepts, and, of course, would
apply to all bills bought by Federal reserve banks and not merely acceptances af New
York banks.

The matter of relative market rates for bankers bille and Treasary Certifi-
cates of Indebtedness was not considdred, and I canmot see that the questiom of rates
can have any dearing on the primciples involved in determining Federal reserve bamk
policy. It seems to me that the resale of a bank’s indorsemsnt that has been givea
only to a Pederal reserve baak as a coaditi;n of purchase by ths latter 1s really very
little diffaremt from a sale by a Federal reserve bank of an item redisceumted for a

momber bank, which, I assume, would be lagal if it were a bill of exchemge aad net a

DQMHMfmFRAgﬁgni..ory note.
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MISC.3.1-BOM-1-20

FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE oare_ July 20, 1920.

To M. Jay — comccr. Policy of Federal Reserve Banks Be

rromEa B, Konzel Open Market “sles of Bankers Azceptanses.
.2-

I feel very certain that wers Federal reserve banks to reverse their policy
and appear ss sellers of bills in the market, the effect would be to the detriseat of
the market and its development and thst lany banks which are now good buyers of bills
would cesse to purchase them if they thought that their indorsesent on dills scld te
s reserve bank might get into the market.

Aside from theoty, however, there is the very practicsl fact of murket cemdi-
tions. The demand referred to by Nr. #cDougal is Eew York savings banks' demand for
the character af dbills te whioh thcj are restrioted by law, 1. e., acceptances §f BNew
York State banks and trust coapaniee and national banks located in New York., For these
there has developed 2 ;retiy good =nd constant demand for moierate amoumte, vhes they
can be had at approximately the full term of 90 days at the top market rate, but the
savings bamks nre as keen for rates ss any other buyers and will not pay for am im-
dorsed bill, but prefer to confine themselves to the bills of a comperatively few large
banks with whose credit slone they are satisfied. Also, Lhey are fussy as to maturities
and prefer the 90-dsy period for round saocunts rather than to take shorter and mixed
maturities.

There hss hardly besn » time in receat years when $25,000,000 of paper could
have been readily remsrketed here and a serious a2ttempt to sell even & small proportiom
of that amount would be very disturdbing in the prezeat -irkct.

Bith regard to Nr. McDougal's letter of July 18, I do not umderstand that kis
bank is umder any special edligsation to this bank not teo dispose of paper which they say
take on sllotment from us or that it is contemplated that we should impose any swoh re-
striotiom with regard to paper which they may sudbsequestly take either ca slletsemt or

by purchase fros thie bask snd this, ir##pective OF YDether or not such paper sould be

the acoeptamces of Bew York baanks. It is my wadersteading, hewever, that Federal Reserve

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives

.

MI1SC.3.1-80M1-20

FEDERAL RESERVE BANK
OF NEW YORK

OFFICE CORRESPONDENCE ove July 20, 1920,

o sussect. Palisy of Pederal Reserve Banks Re
rron B Re Kenzel _ . Open Narket Sales of Bankers Asceptamcas.

ro_ Nr. Jay

5=

Systea policies, formally adopted by the goversors im conferemce and whiokh have at

least the imformal approval of the FPederal Reserve Board are ocontinuing pelicies of

the System until formally reocmsidered.
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FEDERAL RESERVE BANK

OF NEwW YORK

July 15, 1920.

Dear Governor Harding:
I think you may be interested in the enclosed
copies of telegraphic communication with Mr. Hchugal.

Very truly yours,

PIERRE JA :
Chair |
Honorable W. P. G.Harding, %
Governor, Federal Heserve Board, :
Washing ton, D. C. |
i
]
B
PJ .MSB
Enc. ]
|
|
1
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FEDERAL RESERVE BANK
OF NEW YORK PY

Chi®%€0> July 13, 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 8o on whet terms? ‘Please reply promptly.

McDougal

igitized for FRASER
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FEDERAL RESERVE BANK
oF i woRk COPY

Chicago, July 18, 1920

Kenzel, New York.

In view of the 'present condition of the Bill Merket we have
determined if possible to dispose of part of our holdings and consequently
shall e,ppreci&té earliest possible reply to our telegram of this morning. .

McDojjgal

i
1
{
1
i
I
%‘
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FEDERAL RESERVE BANK '
OF NEW YORK C 0 P h

Digitized for FRASER

July 13, 1920

McDougal, Governor,

Federal heserve Benk of Chicego.

Your telegrums. today received The active demand reported by us
is for prime New I;ork member unindorsed 90's. Pra.ctigally 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 8-1/4 to 6% according to maturities but dealers would probably wish us
to carry them and udtimstely bo purchase large portioxi at least. I am sure you
are familiar with our views as to undesirability of Fede;a_l Reserve Bank
selling indorsed bills from ite 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 bank

liability. 'I'haqgwl; 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 yowneed is sufficiently urgent
PIERRE JAY

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Chicego, dJuly 14th.

Pierre Jay

' Your telegram contains the first advice we have received indicating
that New York accepting banks are not willing to have their names as endorsers
held elsewhere than in Federal Heserve Banks. The absence of any demand
for endorsed gills 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 large buyers of bills and that no
restrictions should be imposed which would prevent sale of the open market of
endorsed bills if the opportunity offers. ¥hile ss indicated in our telegram
we are déeirous of reducing our holdings we, of course, would not be disposed
to do so if the same are to be repurchased by you either for your own account
or rediscounted. 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 necessury 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'endoreing banks. Please advise as to
whether our interpretation of your telegram is correct.

McDougel

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

; OF NEW YORK C O P Y
JULY 85, 1920

MC DOUGAL GOVERNOR CHICAGO

* Answering your telegram received late yesterday afternoon regarding
market for bille stop We are just as anxious as you that Federal Reserve Banks
snould not be large buyere of bills under current conditions but fact is that
market will not yet nearly absorb aggregute 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 Dille 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
woekly weedss 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 & disastrous
effect on the market stop Furthermore occasionsl 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 curtuailing their purchases from the ac-
ceptors and drawers of bills who rightfully look to the dsalers for a ready market
for their bills stop

As to the indorsing benks in this city not desiring their dille 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 st which some of the
out of town governors have been present and I know Governor sarding 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

Digitized for FRASER
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Digitized for FRASER
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McDo.gal Chicago (Sheet #2)

bidls 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 VWe now have one hundred and forty country’
member banks (out of & totql of about seven hundred) who are buying bills
regularly or occasionally fhrough us, an increzse of over one hundred since
January first stop They are delighted with bills and with our service eand:
many of them zre now buying bills direct through bfokers who are also equally
delighted with our succésa in widening their market stop

¥e renew our willingness to tuke such portion of your bills &s
you find it necessary to dispose of subject to the upproval of the Board and
we hope that the next time you are in New York we may have an opportunity of
discussing with you the bill market from all of its many angles

PIERRE JAY

org/

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

%) oENEwYoRK

IN REPLY PLEASE REFER

TO FRA-JVDS

April 19, 1v20.

Dear Governor Harding,

I acknowledge receipt of jyour letter of April 17Lh,\\

TS A

acdressed to Mr. Jay, returning Tourteen letters from member

banks in this district on the subject of the purchase of accept- j
’ - ]
ances. ;
Very truly yours, “

Shepard ilorgan,
Assistant Federal Resérve Agent. e

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

- L
a
17 O
{9\\‘ MTITIRRD
£ . \
5 S S
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doar lire Jays

I an returning herewith for your files the

fourtoon letters from member bmaknin Jour district

N o e e

on the sabject of the purchast of asceptunces for

St i

momber banks, ¥hick you s0 kihdiy;t" i T

PN

your lettor ogmeaﬁgm. }!hesa letters

e T e o it

have been brought to the attentlon of tho other

moribers of the 3osrd and have heen rend with intereat,

Very truly yours,

overnor

¥re. Plerre Jay, Chalrmen,
"aderal Reserve Bank,
Now Yorky N. T

Digitized for FRASER
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FEDERAL RESERVE BANK . =
73

OF NEW YORK

April 15, 1920,

R. G. Ererson, Esq.,
Assistant Secretary, Federal Reserve Board,
Washington, D. C.

My dear Mr. Qn\fgic{x:\n . K\ \% Q i“» )

I wish to acknowledge receiptgof the ten copies of the

——

memoragggmf/;mpiled by Mr. Paddock on the acceptances held by the

;;g;:;l Reserve Bank of New 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,

¢;;;5255i2‘y!1
E. R. Kehzel,

Controller of Investments.

. SR

?‘} e SRR
& o T A

[uQ /‘»’4‘”!”’:”( :;’.\
W ."1'_,, “ 3
,I'-’:- ‘/ LN :‘ :
AN

L v : 7

% \‘\:ﬂ/‘:‘
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April 12, 1520 b /o Aol
i e
!

I
;

Hre Eo Re HKonzel,
Controlk r of Investments,
Feder:1 Reserve Bank of New York,
Hew York Oity.

Doar Sir:

In sooordance with your request made
to ir. Harriso over the telaphone this after~-
noon, I am snolosi ; ewim,for di stridbution
among the mnoﬁoz\j Iour aank. ten coples of
the mm-andum prona.red by ire Paddos:. on

geoontances of the Federal Reserve Bank of New

~

s OGN
iy

Yorke.
T Very truly yours,
{Znocl osures) Assistan® Seoretary,



L RESERVE BANK

oF NEwW YORK

233,

April 12, 1920.

Dear Governor, %ﬁding: /

/ )2:[ank y&u for/sending to me ;;9¢§:;ington the copfés of a
report jmade by Mr. Paddock regarding bankers acceptances purchased in
the open market by the Federal Reserve Bank of New York.

Following the distribution of this memorandum smong the gov-

—

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

for the account of all the Federal reserve banks on = pro rata basis.

(7

Thf§wﬁfiﬁgi§ié was fully sgreed to by the majority of the
governors and the following resolution wss adopted:

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

This motion was carried with Richmond =nd Philadelphia not

voting. The Chairman thereupon appointed the compittee as follows:

LY

Governor Fancher
Governor Morse
Mr. Kenzel.

Very truly yours, ;/1”///////
S
J. H. CASE

Acting Governor.
Honorable #, P. G. Harding,

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

S

el
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Avril 8, 1920. I ey {

e B
To Govornor Harding Subjcet: Bankers' Acccptané?s uy-
: chascd in the open markcet held

by the Pedercl Rescrve Benlr of
Nev, York, March 27, 1920.

3 ¢ T

From I7r. Paddock.

M

On February 28, 1920, the total of acccptances purchased in the
open market by the Federal Reserve Bauk of Now York rcached 5231,257,300.00,
the largost amount cver held by the Bank. At the closc of busincss
March 27, 1920, when the prosomt cxamination was commonced, the accopt-
ance holdings amcunted to %$196,480,000.00.

A goeneral classification of the 7,500 accceptances held on liarch

27, 1920, is as follows:

Charactoer Amount
Import and Export Bills $154.,450,000,00
Domecstic Bills 25,750,000.00
Forcign Tradce Bills 2,860,000.00
Domestic Trade Bills 270,000.00
Dollar Ixchange Bills 2,150 ,000.00
Bills hcld undcer repurchasc agrcecement 11,000,000.00

$196,480,000.00

From information token off during the cxamination, it appcars
that the acceptances cover shipments of nearly onc hundrced differont com-
moditics, ond that about onc hall of thcese accoptances, rcprescnting ap-~
»roximatcly 15% of the dollar total, set out specifically in the instru-
ment the commodity covercd. In many other instencos an ideca as to tho
charceter of tho transaction financed may be obtzinced from firm namcs,
placc vhere droavm, or other information appcaring on the bill. In a fow
eascs the shipments arce deseribed as "Genceral Ierchondise'. VHowcvcr,
it is cstimated that about onc fourth ef the accoptances hald bear nc

ovidcenoe of the naturce of the goods shipped, beyond the certificate as teo

Digitized for FRASER
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fhe gensrel character of the transactiop necessary under the Boardts tegulations
forAeligibility for purchase. The impert biils,'which constitute about two
thirds of the total number of acceptances and one-half of the tetal amount,
usually contain full details in regard to shipments eovered, including = de~
seription of the gbods, vessel by 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-Burope", etc.

Aside from the.certificate asvto the nature of the transaction, necessary for
eligibility, the domestic bills frequently fail to set out the gobds covered.
However, the domestic bills are in good form and the drawers are usually well
kﬁqwn provision, grain or manufacturing concerns, of which the following may be
mentioned as samples: Creat Atlantic & Pacific Tea Co., International Grain
Cos, Wilson & Co., Nestles Food Co., Augusta Knitting Co,, Utica Knitting Co.,
Mexico Hide Co., Newburger Cotton Co., Maxwell Motor Co., 0Oil Sterage 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 commodities covered is made of
the acceptances bearing definite information as to the cheracter of the trans-
action represented:

T WS e e U e W - B o R S G D A B B e B G W Pn o e P e A e e e b e BB M B N ey SR R T S S S WO UB SB AR AP TR R W S n T U R SR TR A% W T A G G e P G ae e e s

Character of :Number of: Percent of : : Percent of total
Acceptance  : Ttems :total no. items: Amount :amount acceptances: Remarks

8ilk 700 9,3 12,162,000 6.2 .Imp.Japan
Cotton 480 6.0 11,130,000 5.7 ¥aports
Hides & Skins 345 4.6 10.4’61,000 5.3 ImpoS-Am.
Packers 380 5.0 7,980,000 4,0 Exports
Coconut o0il 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.ScAm.
Wool 80 1.0 2,600,000 1.3 Exp.Europe
Wheat 75 1.0 1,965,000 1.0 Exp.Burope
Tobacco 75 1.0 1,935,000 1.0 Imp-
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Other commodity shipments ~‘hich are shorm by the data on the
bills to have been finonced by the acceptance method cre os follows:

Copper, crude rubber, pulpwood, gasoline, “erosene, olive oil,
brass, groceries, gold flour, crude oil, hemp -ralnuts, extracts, cocoa,
camphor, humeon hair, bamboo matting, muricte of potash, dried 2lbumen,
sardines, dimmonds, ivory; stror broid, rice, dog skin mots, cleover.
seed, bristles, raising, tea dust, cured herring, ~niseed oil, strow
hets, rugs, carpets; peanuts, Japan wax, gum domer, hardrare, satin,
ratten furniture, olives, oigars, glue, toys, drawing instruments,
surgical instruments, crockery.

At the close of business i'arch 27, 1920, the Federal Reserve

Bank of Wewr York held Bankers' icceptances, dravm by the principal packing

concerns, as follows:

0 S o " T " -y " o = — o — et - . it S v — e = o e G A e Mo e S fa W A o M S S W

Drawer : Distribution of : Number of : Amount
acceptors : _acceptances
Armour & Co. 11 Banks in 5 Cities 153 ¢ 3,975,000
orift & Co. 16 Banks in 8 Cities 82 3,900,000
torris & Co. 4 Banks in 2 Cities % 1,300,000
Tilson & Co. 12.Banks in 6 Cities 25 1,128,100
Cudahy & Co. 1 Bonk in 1 City 8 200,000
Total 38 Banks in 12 Cities 311 710,503,100

A ferr of these bills, amounting to less than [ 500,000.00 are
domestic occeptances benring a certificate that "At the time of acccptance
this bill wns secured by shipping docgments evidencing the domestic shipment
of soods". About one third of the ncceptances referred to in the foregoing
tobulation of packers' bills are accepted by National bonks and there is
no notation thereon to showr the character of the transnction.  (Under the
Board's reéulations (B-1916) no evidence of elipibility is required with
respect to a bill accepted by a National bank.) Forty-four of the bills
carried in the tabulation, ecmounting to 1,100,000, were out for collection
and therefore could not be exoumined. The remainder of the bills contain a
certification that "This acceptance is based on o transccetion involving the

importation or exportation of goods" or that the acceptance is "an inherent
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part of an export transaction and does not require revenue stamps". The
"Swift" bills refer to "Exports" and the "armour” bills state "Draxm
under‘L/C No.- , Date - , Covering exportation of Herchandise". None of
the packers' bills contains any definite statement as to the commodity
covered; the date, character or destination of the shipment; or the name
éf 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, éhe packers' bills hod been reduced to - 10,500,000.00
(5.3%).
| A statement showing 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 larch 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 exomination of the 7,500 bankers' acceptances held by the
‘New York Bank strongly éuggests the desirability of a standard size for
ncceptance forms, say 9" x 4", slizhtly larrer 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 -tould 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

27, 1920.

AT CLOSE OF BUSINESS MARCH

NEW _YORK DISTRICT

NATIONAL 3ANKS

American Exchange National Banl:

Atlantic National Bank
Bank of New York, N.B.A.
Battery Parlr National Bank
Chase National Bank

Chatham & Phoenix National Bank

Chamical National Bank
Citizens National Barnk
Coal & Iron National Bank
East River National Bank
First National Bank
Harriman National Barl:

Importers & Traders National Bank

Irving National Bank
Liverty National Bari:

Mech. & Metals National Banl:

Merchants National Bank
National Bank of Comierce
National City Bank
National Park Bank
Seaboard National Bank

Union Exchange National Bank

Garfield National Bank

$1, 289,000
377,000

1, 554,000
83,000
2,384,000
305,000

1,082,000
127,000
91,000
2,000
300, 000

50, 000
2,784,000
1,659,000

780,000
617,000
10,119,000
9,251,000
518,000
302,000
10,000
295,000

TRUST COMPANIES

Bankers Trust Co.
Central Union Trust Co
Columhia Trust Co
Equitable Trust Co
Farmers' Loan & Trust Co
Frarklin Trust Co
Cuaranty Trust Co.
Irving Trust Co.

Italian Discount & Trust Co
Lawyers Title & Trust Co
Mercantile Trust Co

New York Trust Co
Scandinavian Trust Co
U.S. Mortgage & Trust Co

$ 2,242,000
2,882,000
1,161,000
5,705,000
3,032, 000

277,000
5,673,000
376,000
53,0C0

Lg%, 000

234,000
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STATE BANKS

fmerican Foreien Banking Corporation
Agia Barking Corporation

Bank of America

Barkk of Manhattan Co.

Banr of United States

Corn Exchange Bark

Columbia Bank

Foreign Credit Corporation
Foreign Trade Banking Corp.
French American Bankinz Corp.
Grace & Co., W.R. Bark
International Banking Corp.
Mercantile Bark of the Americas
New Netherland Bank

New York Produce Exchange Barir
Pacific Bank

Park Union Foreign Banking Corp.
The State Bank

Textile Barlring Co

PRIVATE BANKERS

American Express Co.
Brown Brothers & Co.
Goldman, Sachs & Co,
Hallgarten & Co

" Heidelhach, I & Co.
BFuth & Co

. n, Loeb & Co

Ladenburg, Thalman & Co
Lazard Freres
Maitland Compell & Co
J.P. Morgan & Co
Munree & Co, John
Naumburg & Co., E.
Schall & Co., "m
Schulz & Ruckgaber.
Seligman & Co., J & W
Sutro Bros. & Co

A, Iselin & Co

FOREIGN AGENCIES

An~lo South American Bank
Banca Com'le Italiana

Bankr of British West Africa
Banl: of Montreal

Bank of Nova Scotia

Banik of Taiwan _
Canadian Bank of Coumerce

Federal Reserve Bank of St. Louis

X-1891 a

6,301,000
2,408,000
28b, 000
2,284,000
282,000
169,000
11,000
3,368,000
1,008,000
1,990,000
46,000
3,419,000
6,521,000
90,000
2.000
315,000
3,034,000
57,000
919, 000

705,000
9,121,000
6,195,000

2,760,000
155,000
950, 000
230,000

1,089,000
370,000
920, 000

Bk, 000
1,142,000
1,358,000

85, 000

50,000

100, 000
100,000

1,632,000
1,199,000
178,000
26,000
12,000
90,000
3,93¢€,000
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FOREIGN AGENCIZS(CONTINUED)

Dominion Bank

London & Bravilian Bank
National Baml- of South Africa
Royal Bark of Canada

Standard Bani c¢f South Africa
Union Bank of Canada
Merchants Bank of Canada

BROOKLYN

Brodklyn Trust Co
Peoples Trust Co

NEW JERSEY

First Netional Ban-, Hoboken
Hamilton Trust Co. Patarson
Paterson National Banlz, Paterson
First National Banlz, Jerssy City
Nat. Newark & Essex Bkg Co. Newark

NEW YORK STATE

Buffalo,Banir of Buffale

" Citizens Com'l. Tr. Co.

" Fidelity Trust Co

i Liberty Bank

# Manufs, & Traders Natl. Bk.

n Marine Trust Co
Gensseo,Livinsston City Trust Co.
Kinzston,Rondout National Bark
Syracuse, First Trust & Deposit Co.

" Salt Springs National Bark

¢ 58,000
86,000

1, 555,000
4,561,020
331,000
1,578,000
10,000

42,000

25, 000

74,000
141,000
4,000
33,000
200,020

25,000
350,000
100,000
78,000
600,000
618,000
9,000
103,000
75,000

25,000

a
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FOREIGN TRADE ACCEPTORS

Ind., Chartered Bamk of I., A & C
B, Altman & Co

Balfour, Williamsen & Co

Cheney Brothers

H.W. Peabody & Co

Ina., Hong, & Shang. Banking Corp.
Cheney Brothers

W.R. Grace & Co

H.W. Peabody & Ce

'Ind., Nonmember Banks

G. Amsinck & Co

Balfour, Williamson & Ce
W,R. Grace & Co

V, Guerin & Fils

Hadden & Co.

H.W. Peabody & Co

F, Vietor & Achelis

Ind., Memher Barks

G. Amsinck & Co

Armour & Co

Balfour, Williamson & Co
Cheney Brathers

W.R. Grace & Co

New York State v
Albany, N.Y. State National Bank
Utica, Citizens Trust Co.

" First National Bark

" Oneida City Trust Co.

" Utica Trust & Safe Deposit Co

Total Foreign Trade Acceptances

X-vlggl a

$ 39,000
129,000

51,000
295,000

97,030
70,000
103, 000

156,000
142,000
443,000
10,000
37,000
274,000
90,000

109, 000
79,000
71,000

518,000

153,000

25,000
100, 000
472,000

50, 0C0

g7,000

$2, 866,000

DOMESTIC TRADE ACCEPTANCES

United Cigzar Stores Co.

Federal Reserve Bank of St. Louis

268,000
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ATLANTA DISTRICT.

New Orleans, Canal-Com'l, Nat. Bank
n " Canal-Com'l. Tr, & Sav, Rank

" n Hibernia Bapk & Trust Co.
n " Marine Fank & Trust Co.
" " Whitney Cen. Nat. Bank
Atlenta, Atlanta National Fank
" Centrzl Bank & Trust Co.
" Lowry National Bank
Augusta, Merchants Natiopal Iank

POSTON DISTRICT.

fmericen Trust Co.

Federal Trumt Co.

First National Bank

First National Corp.

Fourth Atlentic Natjional Bank
International Trust Co.

Lee, Hizginson & Co.
Merchants National 3ank

Moors & Co., Ju« D. |

National Shawmut Lank

014 Colony Trust Co.

Second National Zank |
Shawmut Corporation

State Street Trust Co.
Webster & Atlas National Bank

Rlackstone Canal MNet. Bank, Prov1dence, R.I1.

Hospital Trust Co.,
Thames National Tank, Norwich, Conn.
First National Fank, New Haven, Conn.

Springfield Nat. lank, Springfiield, Mass. .
Massoit Pocasset Nat. RFank, Fall River, Mass.

CHICAGO DISTRICT

Central Trust Co. of Illinois

C. & C. National Iank

Corn Exchange National Rank

First National ELank

Harris Trust & Savings Tank

I1linois Trust & Savings RBank

Merchents Toan & Trust Co.

National Bank of the Republic

Udion Trust- Co.

First Trust & Savings Bank

National City Yank

Detroit, First & 0ld Detroit Nat. Pank
" National Rank of Commerce
" Peoples State Iank

Federal Reserve Bank of St. Louis

4=1891-a

$20,000
. 125,000
965,000
25,000
335,000
202,000
100,000
90, 000
9,000

250,000
113,000
4,525,000
1,624,000
121,000
07 000

1, 601,000
170,000
47,000
4,384,000
3,961,000
9,0C0
1,868,000
359,000
330,000
12,000
350,000
233,000
23,000
100,000
53,000

4,000
1,008,000
315,000
197,000
100,000
125,0C0
14,000
90,000
500,000
325,000
119,000
250,000
100,C00
381,000



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

-6 Z~1891~a

CHICAGQO DISTRICT (CONTINUED)

Indionepolis, Flctcher fm. Hat. Bank 253,000
Iilwvankce, First Visconsin National Bank 75,000
n Sceond Vard Savings Bank 175,000

CLEVELAND DISTRICT.

Central ot lonsl Bani 95,000
Citizens Savings & Trust Co. 49,000
Cleveland Trust Coe. 873,000
First National Banl 125,000
First Trust & Savings Bank 30,000
Gurardian Seavings & Trust Co. 1,096,000
Superior Savings & Trust Co. 325,000
Union Commcrec Nationzl Badk 1,158,000
Cineinnati, Citizens Fational Bank 221,000
u Pifth~-Third Wational Banic 322,000
Pittsburgh, Bank of Pittsburgh, M. A.. 359,000
u ~Pirst Wational Bank 176,000

" Pittsburgh Trust Co. _ 50,000

u Farmcrs Dcposits Nat. Bank 144,000

n Pcoplcs Mational Bank 137,000

" Union Trust Co. 250,000
Akron, Ohio, Ohio Savings & Trust Co. 50,000
" " First Sccond National Bonk 104,000
Toledo, " Notional Bank of Commerce 135,000

DALLAS DI STRICT

City National Baonk ——

EX Paso, Tex, First National Benk 183,000
Texarkeno, State Hational Bank 100,000
Houston, First llotional Bank 575,000

- MINNEAPOLIS DISTRICT

First Notional Bank . 600,000
IIidland National Bank 407,000
Northwestorn National Bank 845,000
St. Paul First National Bonk 56,000

" ' lierchants National Bank . 248,000
Hinncapolis, llctropolitan National Bank 70,000

PHILADELPHIA DISTRICT

Corn Exchango National Bank 703,000
Commercial Trust Co. 200,000
First National Bank 480,000
Fourth Strcct National Bank 137,000
Girard National Bank 1,470,000
Girard Trust Co. 150,000
llarkct Street National Bank © 392,000
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PHILADELPHIA DISTRICT (CONT.)
Philadelphia National Pank 2,829,000
Tradesmen s National Bank U9k, 000
Union National Bank 99,000
Franklin National Bank 100,000
Mnthracite Trust Company, Scranton, Pa, 25,000
Bosak State Zank, " 25,0C0
Peaples Savings & Dime Bank, " " 25,000

RICHMOND DISTRICT
Smerican National Bank 335,000
Merchants National Bank 54,000
National State & City Fank 292,000
Baltimore, Merch. & Mech. First Nat,Bank 1,000,000
" National Exchange Bank 267,000
" Second National Eank 167,000
n National Bank of Commerce 50,000
n Continental Trust Co. 550,000
" Citizens National Bapk 250,000
b Union Trust Co. 47,000
" Farmers & Merchants Nat.Bank 25,000
" National Union RBenk 25,000
Wasnmgton, D.C. Commercial National Bank 421,000
Continental Trust Co. 100,000
" District National Bank 50,000
" 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 Commsrce 258,000
Louisville, Ky. National Bank of Kentucky 50,000
Memphis, Union & Planters Bank & Trust Co. 385,000
SAN FRANCISCO DISTRICT
Mnglo & london Paris MNational Bemk 1,595,000
Bank of Celifornia, N. A, 351,000
Wells Fargo Nevada National Bank 390,000

Federal Reserve Bank of St. Louis
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SAN FRANCISCO DISTRICT /CONT.)

First National Bank, Los Angeles, Cal.
First National Benk, Berkeley, (al.
U. S. Natiwmal Bank, Portland, Ore.
First National Bank, Seattle, Wasu.

Regurchase agreement
Bernhard Scholle & Co.
“Boad & Goodwin ;
Discount Corpe of N.Y. |
'‘Solomon Bros., & Hutzler

—
=
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£,000
25,000
100,000
75,000

1,718,000
498,000
g, 625,000
175,000

R
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OFFICE CORRESPONDENCE April 8, 19, |
To__.__Governor Harding. = i{‘i?l{**/ Su@octﬁﬁnnk;zzl Ancapianﬂna Parcgg;ndgin
/ the open market held by the Federal Reservse

From  Mre Paddock. A Bank of Nev York, March 22ﬂ;¥3§;.777 .

: XN A

On February 28, 1920, the total of acceptances purchased in the open market
by the Federal Reserve Bank of New Yerk 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-
anination was commeneed, the acceptance holdings amounted to $196,480,000.00 |

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

is as follows:

Character Amount
Import and Export Bille $154,450,000.00
Domestic Bills 25, 750,000,00
Foreign Trade Bills 2,860,000,00
Domestic Trade Bills 270,000,00
Dollar Exchange Bills 2,150,000,00
Bills held under repurchase agreement 11,000,000,00

$196,480,000,00

From informatien taken off during the examination, it appears that the ac-
eoptances cover shipments of nearly ene hundred different commodities, and that about
one half of these acceptances, representing approximately 151 of the dollar total, set
out specifically in the instrument the commodity covered. In many other instances an
idea as to the character of the transaction finsnced may be obtained frem firm names,
place where drawn, or other information appearing on the bill, In a few cases the
shipments are described as "General Merchandiee". However, it is estimated that about
one fourth of the acceptances held bear no evidence of the nature of the goods shipped,
beyond the certificata as to tho general character of the transactien necessary under
the Board's regulations for oligibility for purchase., The import bills, which consti-
tute about two thirds of the total number of acceptances and one half of the tetal
smount, usually contain full details in regard to shipments covered, imcluding a de-

scriptien of the goods, vessel dy which shipped, and reference to credit established,
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OFFICE CORRESPONDENCE Date.

To o ) S Subject:__ _

From . - o — — __
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The export bills give very little specific information concerning the ship-
mente repressnted, beyond a general statement such as "Exports to Jgpan“,”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
Cosy, Utica Knitting Co., Mexico Hide Co., Newberger Cotton Co., Maxwell Motor Co.,

011 storege Co., Barnet Leather Co., United Sugar Co., Empire Petroleum Co., Castle
Kid Co., Union Wool Co., Premier Worsted Mills, Tungsten Products Co. !
The following classBication as to commodities covered is made of the accept-

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

Character of : Number : Percent of Percent of totael

oo oo
e oo

acceptance of items :total no.items Amount amount acceptances Remark s |
Silk 700 9,3 12,162,000 6.2 Imp. Japan }
Silver 435 5.8 12,075,000 6.1 Expe. 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 Impe W. Indies
Coffee 150 2.0 3, 500,000 1.8 Impe. S. Am.
Wool 80 1.0 2, 600,000 1.3 Expe. Europe
Wheat 75 1.0 1,965,000 1.0 Exp. Europe
Tobacco 75 1.0 1,935,000 1.0 Imp.

R A S wh S S TR e D W W WP EE ER N NS TR N WS GG R TR WD G UR TR U G OB NS TR 4R WP T W b SO 4B G M D T WD AL GP AP T e e MG Gh GR ML B W D @S TP WA G WP ED TS P s G M W A D L 4R Gh S WS MR R SO AR MM W @ 4B e

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, kerosens, olive o0il, brass,
groceries, gold, flour, crude oil, hemp, walnuts, extracts, cocoe, camphor,
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OFFICE CORRESPONDENCE Date_

To e S S — Subject: __

From _.._ I [ - -
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human hair, bamboo matting, muriate of potash, driec albumen, sardines, diamonds,
ivory, straw braid, rice, dog skin mats, clover seed, bristles, reising, tea dust,
cured herring, aniseed oil, strew hets, rugs, cerpets, peenuts, Japsn wax, gum
damar, herdwere, setin, rettdn furniture, olives, cigars, glue, toys, drawing ine-
struments, surgicel instruments, crockery.

At the close of business March 27, 1920, the Federal Reserve Bank of New York

held Bankers'! Acceptances, drawn by the principasl packing concerns, as follows:

T e D D A S e G PR Y G G O e O G D D BT A A LS R B BT 6 G e e e O A O T G B B R R B B O A T MG T AT e S B G SR SR SN T G g R T BT GE W 0RO W R e e

Drawer . Distribution of :  Number of Amount
acceptors : acceptaences
Armour & Co. 11 Banks in 5 Cities 153 $3,975,000
Swift & Coe. 16 Banks in 8 Cities 82 3,900,000
Morries & Coe 4 Banks in 2 Cities 43 1,300,000
Wilson & Co. 12 Banks in € Cities 25 1,128,100
Cudahy & Co. 1 Bank in 1 City 8 200, 000
Total 38 Banks in 12 Cities 311 $10,503,1C0

LGS O 0% W BT B N e e A e e B R G ST AT € BT B3 e B G U BT 4 A B 6T B MR R R O N G R e D e TR B e G G e Sn e G e B R A R B B KD B T G T UE GO S B G5 SR Em ST G B W D AR B S e G v B OB N3 B Ak B

A few of these bills, amounting to less than $500,000.0C are domestic accept-
ancee bearing a certificate that "At the time of acceptance thie bill was secured by
shiyping documents evidencing the domestic shipment of goods*. About one third of the
acceptances referred to in the foregoing tabuletion of packers' bille are accepted by
Nationel banks end there ie no notetion thereon to show the character of the transac-
tion. (Under the Bosrd's reguletions (B=-1916) no evidence of eligibility is required
with respect to a bill accepted by a National bank.) TForty-four of the bills carried
in the tabulation, amounting to $1,100,000, were out for collection and therefore could
not be examined. The remainder of the bills contain s certificetior that "This accept-
ance is based on a transaction involving the importation or expertation of goods" or
thet 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 stete

aﬁﬁziizfgzﬁiigcx;der L/C No. - , Date - » Covering exportation of Merchandise", None of the

Federal Reserve Bank of St. Louis
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OFFICE CORRESPONDENCE Date

To Subject: .

From _ - S e SR _
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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 acceptences reached the high mark, $231,257,300.0C,
the packercﬁ‘bills emounted to $18,30C,000.00 (8%4). On March 27, 1920, with totel ac-
ceptances of §196,500,000.00, the packers' bills had been reduced to $10,500,000.0C
(543%).

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 Federasl Reserve Bank of New York at the close of
business March 27, 1920, were found to be in good condition. Regulations and technical
requiremente are carefully observed, and detailed information in connection with the
work is readily available,

The examination of the 7,500 bankers' acceptances held by the New York Benk
strongly suggests the desirability of a stendard size for acceptance forms, say 9" 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 belie&ed that it would be of great
edvantage 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
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NATTONAL 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
Firet 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
Mech. & 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 Go. 5,705,000
Farmers' Loan & Trust Co. 3,032,000
Franklin Trust Co. 277,000
Guaranty Trust Co. 5,673,000
Irviang 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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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 Corpe.
French American Banking Corpe.
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 Corpe.
The State Bank

Textile Banking Co.

PRIVATE BANKERS

American Express Co.
Brown Brothers & Co.
Goldman, Sachs & Co.
Hallgarten & Co.
Heidelbach, I & Co.

Huth & GCo.

Kuhn Loeb & Co.
Ladenburg, Thalmann & Co.
Lazard Freres

‘Maitlaend Coppell & Co.

Je P. Morgan & Co.
Munroe & Co., John
Naumburg & Co., B.
Schall & Co., Wm.
Schulz & Ruckgaber
Seligman & Co., J & W
Sutro Bros. & Co.

A. Iselin & Co.

FOREIGN AGENCIES

Anglo-South American Bank
Banca Com'le Italiana

Bank of British West Africa
Bank of Montreal

Bank of Nova Scotia

Bank of Taiwan

Cenadian Bank of Cormerce

$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

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

1, 632,000
1,199,000
178,000
246,000
12,000
90,000
3,938, 000
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FOREIGN AGENCIES (conw:nvmn)ﬁ

Dominion Bank

London & Brazilian Bank
National Bank of South Africa
Royel Bank of Canada

Standard Bank of South Africa
Union Bank of Canada
Merchants Bank of Canada

BROOKLYN
Brooklyn Trust Co.
Peoples Trust Co.
NEW JERSEY

First National Bank, Hoboken
Hamilton Trust Co., Peterson
Paterson National Bank, Paterson
First National Bank, Jersey City
Nat. Newark & Essex Bkg. Co., Newark

NEW YORK STATE

Buffalo, Bank of Buffalo

w: Citizens Com'l. Tr. Co.

" Fidelity Trust Co.

* Liberty Bank

e Manufs, & Trads. National Bank

" Marine Trust Co.
Geneseo, Livingston City Trust Co.
Kingston,Rondout National Bank
Syracuge,First Trust & Deposit Co.

" Salt Springs National Bank

$58,000
86,000
1,555,000
4,561,000
331,000
1,578,000
10,000

42,000
25,000

74,000
141,000
4,000
33,000
200,500

25,000
350,000
100,000
78,000
600,000
618,000
9,000
103,000
75,000

25,000
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FOREIGN TRADE ACCEPTORS

Ind., Chartered Bank of I., A& C
B. Altman & Co.
Balfour, Williamson & Co.
Cheney Bros.
H. W. PeabOdy & Co.

Ind., Hong. & Shang. Banking Corp.
Cheney Bros.
W. Re Grace & Co.
He W. Pe&bOdy & Co.

Ind., Nonmember Banks
G. Amsinck & Co.
Balfour, Williamson & Co.
W. R. Grace & CO.
V. Guerin & Fils
Hadden & Co.
H. W. Peabody & Co.
¥. Vietor & Achelis

Ind., Member Banks
G. Amsinck & Co.
Armour & Co.
Balfour, Williemson & Co.
Cheney Bros.
¥W. R. Grace & Coe.

New York State
Albany, N. Y. State National Bank
Utica, Citizens Trust Co.

" First National Bank

» ‘Oneida City Trust Co.

" Utica Trust & Safe Deposit Co.

Total Foreign Trade Acceptances

DOMESTIC TRADE ACCEPTANCES

United Cigar Stores Co.

$39,000
129,000

51,000
295,000

97,000
170,000
103,000

156,000
142,000
443,000
10,000
37,000
274,000
90,000

109,000
79,000
71,000

518,000

153,000

25,000
100,000
472,000

50,000

87,000

$2,866,000

268,000
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ATLANTA DISTRICT

New Orleans, Cenal-Com'l. Nat. Bank
" Canal ~Com'l. Tr. & Sav. Bank
" Hibernia Bank & Trust Co.

" " Marine Bank & Trust Co.

" " Whitney Cen. Nat. Bsnk

"

Atleanta, Atlanta National Bank
" Central Bank & Trust Co.
" Lowry National Bank

Augusta, Merchants National Benk

BOSTON DISTRIOT

American Trust Co.

Federal Trust Co.

First National Bank

First National Corp.

Fourth Atlantic National Bank
International Trust Co.

Lee, Higginson & Co.
Merchants National Bank

Moors & Coe., J« B

National Shawmut Bank

014 Colony Trust Co.

Second National Bank

Shawmut Corporation

State Street Trust Co.
Webster & Atlas Nationasl Bank

Blackstone Canal Nat. Bank, Providence, R.I.

Hospital Trust Co.,

Themes National Bank, Norwich, Conn,
First National Bank, New Haven, Conn.
Springfield Nat. Benk, Springfield, Mass.

Massoit Pocasset Nat. Bank, Fall River, Mass.

CHICAGO DISTRICT

Central Trust Co. of Illinois
C & C National Bank

Corn Exchange National Bank
First National Bank

Harris Trust & Savings Bank
Illinois Trust & Savings Bank
Merchants Loan & Trust Co.
National Bank of the Republic
Union Trust Coe.

First Trust & Savings Bank
National City Bank

A~ 16 #/~ oL

420,000
126,000
966,000
25,000
335,000
202,000
100,000
90,000
9,000

250,000
113,000
4,525,000
1, 624,000
121,000
97,000

1, 601,000
170,000
47,000

4, 384,000
3,961,000
9,000
1,868,000
369,000
330,000
72,000
350,000
233,000
23,000
100,000
53,000

4,000
1,008,000
316,000
197,000
100, 000
125,000
14,000
90, 000
500,000
325,000
119,000
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CHICAGO DISTRICT (CONTINUED)

Detroit, Firet & 0ld Detreit Nat. Bank
" National Benk of Commerce
" Peoples State Bank
Indienapolis, Fletcher Am. Nat. Bank
Milwaukee, First Wisconsin National Bank
" Second Ward Savings Bank

CLEVELAND_DISTRICT

Central Nationel Bank
Citizens Savings & Trust Co.
Cleveland Trust Co.
First National Bank
First Trust & Savings Bank
Guardian Bavings & Trust Co.
Superior Bavings & Trust Coe
Union Commerce National Bank
ancinnati Citizens National Bank
Fifth-Third National Bank
Pittsburgh, Bank of Pittsburgh, N. As
" First National Bank
" Pittsburgh Trust Co.
" Fermers Deposite Nat. Bank
" Peoples National Bank
" Union Trust Co.
Akron, Ohio,Ohio Savings & Trust Co.
First Second National Bank
Toledo, " National Bank of Commerce

DALLAS DISTRICT

City National Bank

El Paso, Tex. First Nationsl Bank
Texarkana, State National Bank
Houston, First National Bank

MINNEAPOLIS DISTRICT

First Nationel Bank
¥idland National Bank
Northwestern National Bank
St. Paul First National Bank
» Werchents National Bank
Minneapolis, Metropoliten National Bank

250,000
100,000
381,000
253,000

75,000
175,000

95,000
49,000
873,000
125,000
30,000
1,096,000
325,000
1,158,000
221,000
322,000
359,000
176,000
50, 000
144,000
137,000
250,000
50,000
104,000
135,000

183,000
100,000
575,000

600,000
407,000
845,000
56,000
248,000
70,000
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PHILADELPHIA DISTRICT

Corn Exchenge National Bank
Commercial Trust Co.
Firet National Bank
Fourth Street National Bank
Girard Natioral Bank
Girard Trust Co.
«arket Street National Bank
Philadelphia National Bank
Tradesmen's National Bank
Union Netional Bank
Franklin National Bank
Anthracite Trust Company, Scranton, Pa.
Bosek State Bank,
Peoples Savings & Dime Bank, * "

RICHMOND DISTRICT

American National Bank
Merchants National Bank
National State & City Bank
Baltimore, Merch., & Mech. First National Bank
National Exchange Bank
Second National Bank
National Bank of Commerce
Continental Trust Coe.
Citizens National Bank
Union Trust Co.
Farmers & Merchants Nat. Bank
" National Union Bank
Washington, DeCsy Commercial National Bank
Continental Trust Co.
" District National Bank
" National Metropolitan Bank

2T 2 T 22 3

KANSAS CITY DISTRICT

Fidelity National Bank & Trust Coe
National Bank of Commerce

5T. LOUIS DISTRICT

Mercantile Trust Co.

Mississippi Valley Trust Co.

Nationel Bank of Commerce

Louieville, Ky. National Bank of Kentucky
Memphis, Union & Planters Bank & Trust Coe

703,000
200,000
480,000
137,000
1,470,000
150,000
392,000
2, 629,000
494,000
99,000
100, 000
25,000
25,000
25,000

333,000
54,000
292,000

© 1,000,000

267,000
167,000
50,000
550,000
250,000
47,000
25,000
25,000
421,000
100,000
50,000
75,000

25,000
25,000

309,000
174,000
258,000

50,000
385,000
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BAN FRANCISCO DISTRICT

Anglo ‘& London Paris National Bank
Bank of California, N. A.

Viells Fargo Nevada National Bank
First National Bank, Los Angeles, Ceal.
First National Bank, Berkeley, Cal.

U. S National Bank, Portland, Ore.
First National Bank, Seattle, Wash.

Repurchase Agreement
Bernhard Scholle & Co.
Boad & Goodwin
Discount Corps. of N. Y.
Solomon Bros. & Hutzler

1,595,000
351,000
390,000

8,000
25,000
100,000
75,000

1,718,000
498,000
8, 625, 000
175,000
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March 27, 19.0

Deur Hr. Jay:

I ébknowledge receipt of your letter of the ..6th
instant, transmitting memorandum to you from r. O'Hara,
manager of your bill department, to which is attached
letters from several momber banks re-:ussténg that purchases
of acceptances be made for thelir sccourit, all of whieh I

shall bring to the attention of tho other mm‘bers of the

v 2m i A 4 3 £ i i G50

Board and return to yon some tma next wesk.

e P S et i L

Very truly jours,

Governor

r. Ylerre Jay, Clalirran,
Pederal Reserve Dank,
Tow York, . Y.
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FEDERAL RESERVE BANK
NEW YORK

March 26, 1920.

Dear Governor Harding:

I am enclosing to you herewith a memorsndum 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 Tifty or sixty who
buy through us off and on. Meny of them have graduated from buying
through us =2nd are buying directly through the bill brokers. ¥ith
acceptances at their present level the distritution has brosdened
remarkably. Banks and corporations which formerly invested in Treas-
ury certificates are turnipg to scceptances, 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 temporsry 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 apprecisted. We

have called it to the attention of banks on the occasion of their

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Honorable W. P, G. Hording -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 baaks would offer a similar
service to their member bsnks, for it secems to me that this is the golden
oprortunity, when rates sre so high, to get them started buying accep-
tances, %hen 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
discoumt market. Do you think it would be wise to discuss this subject
with the governors when they meat at the coming conference? We, of
course, do not feel like pushing it especially, but if the loard should
feel that the work we are doing ies valuable and should indicete termms

a desire to have it extended in other districts, the governors I am sure
would take it up.

p— D,

Will you kindly return the lettemx after y&?ﬁéﬁr’e looked them

over. -_—

g,
g .
T

Very truly yours,

-f k;)’wmﬂ'-:w""hw* %/A‘
Pierre Jay Il-:' ? ,,./

Chsairman.

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

PJ/RAH
encs.,
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Office Correspoi.de " D Fons 26, 1920, |

T A i / Subject: pe ' 2
o___ Mr. Miller, R ubject: ,V,— /5 3 5 - .
From __Mr. Chaspman. .. _____ . AN
] 28496
#. { =
TR ('
At the meeting of the Board today it was requested
that a copy of the attached memoranda of transactions of
the Pedersl Reserve Bank of New York in the New York
acceptance market be furnished each member of the Board.
Misc-37
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Tho largest dlscounters of bankers accoptances are as follows:

National ity Bamic 296924000
National -‘ark Bank 2 41784000
liow York Trust Cos ~SB000
-Total B54422,000
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at vhich Jedoral 'legorvo Dank bousht bills in oven market
January lst to Felrasry S0, 1920 - sll indorsed by Lanks
or bankers - compared with rediscount rutes under Hection 13,

50 40 0
Jonuery 6 to Jamwxy 19 4 3/4 4 3/4=7/8 4 7/0-5 5 4 3/4
Jouary 0 to Junmary L2 4 3/4 4 7/8 4 7/8 5 4 3/a
Jammacry £3 to unuery 26 5% 5% 5% B4 8
Jamay .7 to Jomury 28 5% 5 3/8 5 3f8 5; B
Jamary Y to sobraary 2 5 5= 3/8 5 3/8 8 5
Jobruary 3 5 5 3/8 5 3/8 B B

Agtusl jarchases have overase usbove ninimm rates

xprchneo rates velate to open markot cond itions rathor
than $0 rediscount rate.
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EINDAM RATES = at vwhich Federal Reserve Bunk bought bills in open market
Jonuary 2, 1919 to Fehrunry 20, 1920 - all indorsed Ly
baniks erubmm P8 -~ compared with rediscount rates wder
H3sction 13,

1-30 148  46-80 61-90 18 : - JED RATH
Jm 2 tolovd 4 41/8 41/8 e ‘. o
Bor B to Hov 28 Q} 4 5/3 4 3/8 ﬂ}

ov 26 to Dec 3 4 3/8 &F o “¥ “
Dec 4 toDeoc 22 4&F 4 Bf8 4 B/8 4 &
Dec 25 to Dec 29 4 5/6 48/4 43/4 47/8 &
Deo 30 to Jen-B 4 3/4 4 3/4 4 3/4 8 4 3/a
Jun 6 to Jam 19 4 8/4 4 3/47/8 4 7/8-B B 4 8/4
Jen 20 to Jm 22 4. 5/4 47/8 48 8 4 3/4
Jon 23 to Jan 28 8% B} 5% 8% B
Jan 27 to Jan 28 B3 538 538 B B
Janz9 to feb 2 B  Bi3/8 5 /8 5% 5
¥eb B B 83/8 58/ 8 8

e sotusl purchases have sverace abowe minimun ya$es

Parchasco rates relats to open maxket conditions
pathor than to rediscount yate.
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— e

outr it Farohasen

Bought under agrooment of dealers to repurc

e e e

Bought £10m d801ErS = = = ~ = = = = = « — = = = = =~ = = 170,608
" * member bants ond other banxs ond hemkers - _J27,483 296,091
Yo Nedersl Roserve Dank of Bosten 3,879 24,490
Jlevoland 18,821 42,289
Richmond 328
Atlanta 40
’hicago 33,207
3telouls 250
Kinmsspel ia . 4]
Kansas ity 4560
allas 200
Semiyancisce 3,408 52,020
Te i3 member banks on vhose account the 3,376
bills were dought cocartmaromme
284608 175,661 Alles69

Enmtmmzmﬁhymmwomwmxmm

outriphtmhmn-~-*---..
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- - = 31356.822
JORE: Yo distribation of bills bdought under agreanent of dealers
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FRDERAYL RESERVE DA OF Huv YORK

BANKERS ACCEPTANCRES ACCENTRD DY BANKS AND DARKERS
IN THIS AND OTIER DISTRICTS HELD 3Y US JLOSBKE FUBRULIY 20 1920

alateiak. ~Anouns
Aslanta 49764000
Boston 18,068,000
Shicago 10,398,000
' “levoland 74688,000
Eimen olis 1,772,000
Philadeljhia 5,624,000
Richmond 2,716,000
3telouls 648,000
Total 063,296,000

Acoepted by Now York bonks and bankers _1E3.080,000

3 206,308,000
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FEDERAL REGEN

8 11/16
6 v/8
5 3/4
6 1/8

B 1/4
b 3/8
8 5/8
5 3/4

R UERSet Y DECIRSISE Holdings of the National-Archives

4 7/8
8

651/8
b 1/2

4 3/4

4 7/8

5 1/8

T BUK OF 1Y

51/4

5 3/8
61/2

YORK

b 3/4 B1/4
6 7/8 B 3/8
6 1/4 5 3/8
6 1/4 B 748
51/- 5 1/8
5 5/8 51/4
5 3/4 6 1/4
61/4 6 /8

Low

41/z

4 3/4

5 1/4

B 3/8
5 5/8

B 3/4

Averazge.

5 1/4
5 1/2
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FEDERAL RESERV® B 1K G N%. YORE

(000 Omitted)
Binkers Bilis held Februiry 20, 19.0 $506 ,328
Of which fmports i “ooorts - 1774707
Domogtio - i3y 907
Dol r Exch.npge = 4,731
§806,3.5
Forolrn Trade - 2,990
Domostic Trode - 668
Repurch..se igte -  Tadu : 1029687
Total 217,38

Exfmination of makerc linos of U100 or over. “nible
divicion of the 177,707 ite: into

baports {; 734181
Buports 84,578
Unaetormined 19,952

L1707

Digitized for FRASER
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FEDHRAL RWERVE B-NK Gr N YURE

RBLICITY .

Offeriyy: shesto to 4,000 Darks weolitly.
Offerin- shoets io 375 bouke dnilye

Offerin;: shootss 41: 4.11y.
110 twice a1 w alte

1,569 weakly.
45 every two vookbe

M L'lﬁﬂ'i;hlyc
Total SaldS

. o o

Oorrespondence with all banks,. 1,000,000
aanital and sarolus or over, discloses

' gonerlly loanad up condition. Lnoevtims
vory few.

Through its 27 office: diptritutes accent-
noe literature to 140,000 mames on their
m 114n list monthly. Bully letters .ure

f1 the h.ads of thelr s:lommen in e .ch
office 1 :diltion to whioh mrinted daily
of vorin~. liste nro m.iled to 200 loeal

b ool and invegtors.
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FYookers

Belgian Craedit
Silver

Cotton . hippers
Mamifsoturers

Gener:l Exporter

41456004000,

154410,000,

7+700,000,

L9930 4000,

2;1%.9@00

et 233040000

1B 4836 000

ossietomvacaer .
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Pobruary 2B, 19.04

from Acoeptors $208,976,
"  Endorsers 97,581,
" Qthers —Bla28le
2atal £403,807.

To Bavings banks ~ Losal § 84259,

out-of-town —Aps164e

Tatad L 2B4423e
" Other bunks , '
mnd bankers Local (141,71
out-of «town 00827
Zatal. 12029633
"  Others - Local & 84046

put-of-tovn £4678 —a0aT8E

m %2%.753» &
To Fedor 1l Reserve Bunk 261417
Gr nd Total Sules L397,951
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Decenb ar 24, 1919,

Mr. E. R, Kenzel, Mansger,
Investment Dspartient,
Federal Reserve Bank,

New York, ¥, Y,

Daar Mr, Kengzal:

I was much intaresated in your letter of Dscember 22nd,

This whole question of a markst for bankers' acceptances ie
one which i¢ giving much concswn to the Board, It seema to
we, prresonallv, that ﬁ,@mnﬁ markat for acceptancess ean, in
the long ron, bYa nreated only if the rates at which accept-
ansen 86ll avn ‘mj(, 2s to makwe them a profitable form of in-
vastrient for hanks and instituhions desiring to hold invest-
menta o0f A stristly liquid shwmraater., I can understand that
in the early days of the System and in order %o induse n com-
mnity unaocasitonsd %o the negotiation of accaptancea to in-
troduss this form of negotiable instrument, 1% wicht haw heen
deeirable $o maks rater unduly favorabla to the drawer, but
1t seems that in the long ™m & market of this kind oan only
bs mintained 1f rste: are such as to appaal, on the basis of
ssif-interast, to a hroad eircle of ‘muyers,

¥ith best wishes for the New Ysar, balieve ma,

VYery sinocersly yours,

Mraas

Federal Reserve Bank of St. Louis

Poodees
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FEDERAL RESERVE BANK

OF NEW YORK

Dear Mr. Strauss:

On Decamber 18 following & conversation with Xr. Wehle, I wrote Mr.
Meyer regarding the possibility of the War Finance Corporation mzking some
advences in connection with the financing of exports in such a way that reliof
would also be extended in the immediate future to the discount market, and
sent a copy of that letter to Goverunor Harding. The next day Mr. Meyer spoke
t¢ me over the telephone in regard to the suggestion and advised me that he had
discussed it withk you and also with Mr. Leffingwell. Since then Governor
Strong has talked to Mr. Leffingwell regarding it.

In this connection 1 feel that you wish me to advise you rether
fully as to the present state of the discount merket which is greatly demoralized.
The effect of the continued higt rates for noney is cumula{ive, and the smount
of bills that can be moved by deslers is negligible. The deslers have advanced
their rates in the ho;e of effecting distritution at higher levels. They are
now biddiny frow 5 1/3 to 5 1/4 for prime bills which they esre offering at from
4 7/3 to 5 1/8 according to names and for the longer maturities. There is
absolutely no demend for the paper, and they can only relievs themselves and make
room for new bills by purchasing indorsements or swapring and selling their
indorsed paper to us. ™e have advanced our buying rstes tc 2 minimum of 4 3/4
for the primest biils with prime indorsement having over 60 days to rum, rang-
ing up to 5/ or higﬂzéor names not sc¢ well known, snd we are getting bills at

these rates, in volume increasing slmost every day. To=day cur purchases in=
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cluding about $4,000,000 of advances to dealers on 15 day agrcement exceeded
$22,000,000, $10,000,000 of which came from banks, and $8,000,000 from discount
houses and dealers, the Discount Corporation being compelled to sell us up~-

vards of $5,000,000 to meke room for new pape:fgadch they were ccrmitted to take
delivery to-day. They and the other dealers are carrying current portfclios

of about $50,000,000, and are finding great difficulty in their borrowing not-
withstending that we are carrying for them sbout $13,000,000 of tkeir portfolios,
tizeir portfolios compered with $80,000,000 to $100,000,000 carried witkout re-
course tc us & few months agoe. Without exception the deslsrs are apprehensive
of what they term tke "Belgium crisis®™ on the 30th of tks mcnth, when $40,000,000
of bills under the Belgium credit will be remewed, and offered in ihe market under
the terms of the credit. In a merket such as we Lave experienced tlLe past month
the particular sufferers among acceptcrs are our foreign trade banks and other
corporations operating under section 25. At best the distribution ¢f these
bills is not nearly so good as those of the larger member bauks and they alvays
take rates scmewhat higher than those of prime numbers. The Mercantile Bank of
tke Americas is a conspicucus instance in point, snd I understand that they &re
having great difficulty in realizing on their paper this month, vien their
merchandise movement is very heavy, and 1 doubt very much if tkey are not psying
at least 5 3/8 and possibly 5 1/2 om most of their current sales,‘? about $25,000,000..
Outstunding the system holds to my knowledge sbcut $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 helq by the system is an indication
of tke discrimination that exists in the market %# accertances of non-members,
and their particular dissdvesntage in times of tight money and lack of deramifor

rarere.

Under such circumstances 1 camot but balieve that the lifting from

tre market for & period of say 90 deys of & round zwrcunt of export bills vkich
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the "ar Finance Corporation might do between now and the end of thke year, would be
a considerable factor in easing the strain over the end of the year asnd improve
the markst pcsition of the balance ¢f bankers bills now in the market &nd slsc
those .which will come in ‘uring such period. It alsc seemrs tc me entirely
probable that the affect of such a tremsaction would raflect in easier money
conditions after the/gggg’of the ysar, vwhich would facilitate the new finaacing
that the Treasury may do at that time. Even if the necessary funds had to be
called for fram depositaries the burden would be distributed over the entire
country rather tkhan concentrated in New Ycrk and a feow Federal rescrve banks.

¥r. Strong exyected to talk agein tc Vr. Leffingwell this afternccn
cn tnis matter.

Very truly yours,

Fe I‘-c Keﬂzel .

Lanager, Investment Department.

Yon. Albert Strauss,
Vice Governor, Federsl Bescrve Bosard,
Tashington, De Ue
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December 24, 1919,

Dear Governor Harding:

Referring to Governor Strong's personal letter to you of Lecember 11:j
with regard to our policies sing 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 estabiished 8po-
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 c¢lcsely in line with the rates at which bills were dealt
in in the outside market, andﬁag only at, or slightly above, those rates, taking
into consideration the value of banking indorsement which we reguire but which the
bills ordinarily do not bear when they are sold by the dealers. ior example, when
prime ninety day bills, unirdorsed, were selling at 43%, we bought ai—4d—be—4i%
prime bills of like maturity, well indorsed, at 4§ to 43%. 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 4% to 5%, so that, reckoning the value
of a real good indorsement at from 4 to % of 1%, we are slightly above the market

and have been there for a long time, during part of which our purchases wefé-beld%ﬁ
our rediscount rate and more recently have been above our rediscouht ;a&iyf’ . !
%
It was through a slip ir the tenses that the paragraph in Mr&’Stgogg'

T s LM e

£im v 3
letter might be misleading for your purposes and I trust that the abo#echggg‘ﬂ&bar

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 ycurs,

a4

E., R. Kenzel,
Controller of Investments,

V. P. G. Harding, Esq.,
Governor, Federal Reserve Board,
Washingtoun, D. C.

ERK/VR
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December 18, 1919 4 <. -

Dear Govarnor 3trong: -

I asten tov asknowledge recelipt of your lstter of the
17th instenticutlining the policy of the Fedsrail-Rewerws Bank
Or Wew ¥or® in making purchases of bills in the open market.

I think you bave made 1% vory cleawr thut you have pur-
susd the correct policy, and I belleve thut the othar members -
of the Board will concur. 1 shaull muke froe use of your
letsor in an approprints paragrapd of tbe Board's Annual Beporsg
now in preparation.

Toanking you very mach, I am

Sincerely yours,

Mr. Benj. Strong, Goevaruor,
Fedaral Resserve Bunk,
New York City.
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OFFICE OF
~ THE GOVERNOR,

My dear Governor Harding:

You asked me for a statement of the policy of the Reserve Bank in mak-
ing purchases of bills in the open market, the effect of which has been to very
largely increase the Reserve Banks&'! holdings of bills during the last six months -
at the same time, however, thet the amount of loans mede by Reserve Banks, secured
by Government obligations, havé been somewhat reduced, or, at least, have not in-
creased in amount.

The explanation lies entirely in the relation between our various rates
of discount. From the very beginning of the Federal Reserve System, when bankers
acceptances began to appéar in the market, it was deemed necessary to establish &
more favorable rate either for the discount of theese bills by member banks or for
their purchase in the open market than was established for the discount of commercial
paper. The reasons were, partly to stimulate the development of 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 of the foreign commerce
of the United States by American tanks instead of, as hsretofore, by foreign banks.
But this preferentisl raie wae also established in recognition of the fact that a
bill drawn against an actual shipment of commodities and accepted by the largest
and richest banks and bankers of the country was a credit instrument of greater
velue commanding a lower rate than the average of the commercisl paper which would
reach us from the banks of the district in the ordinary course of 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 thet this particular type of paper was a better asset than any other line of
Migitized for FRASER
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commeroial paper.

So long as our rate of discount for commercial paper and for bankers
bills was at or sbove the rates at which this paper sold in the merket, 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 tille (of bankers bills, particulafly, and for the various other paper
that we discounted) became incressingly below the market rate. The guestion there-
fore arose 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, includigg our rate for commercial
payper, leaving the rate for Government securities as then established, the Federal
Reserve Banks would have been out of the market entirely for bankers accejptances,
and the sﬁccéssful marketing by our merchante and bankers of this most important
eredit inetrument, just being developed for the aid of our'foreign commerce, wotuld
have depended entirely upon the willingness of the bankers of the country to buy
them. They undoubtedly would have had & market, but I have no doubt that the rate
would have advenced 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, maintsined the rate at which we buy bills below the rate at wich
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,

higitized for FRASHR believe, been successful in developing this field of banking in the short period
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of a few years, whereas had we not stimulated the business, it would have had only
& 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
end 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 guite likely to be forced to buy large amounts of bankers
bills in the open market or else to abandon that market and put our beanks at & 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 advenced and until
our rate.g are made uniform.

After the past five years' experience with the rate policy of the Reserve
Banks, I am now prepared to recommend without qualification that the time has arrived,
or will ehortly arrive, when the Reserve Banks should have one rate of discount; —-
certeinly tbe Federal Reserve Bank of New York should -- 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.
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| FEDERAL HESERVE BOARD
ASHINGTON \’7 3 ie

July 28, 1919.

23R4

Treman,
Rew York

Board approves purchase by your Bank from Federal Reserve

Bank of Dallas $2,500,000 tax certificates maturing September 15th.

STRAUSS
Vice-Governor.
Qk&
¥
OFFICIAL BUSINE

GOVERNMENT TES B NI ——
CHARGE FEDERAL RESERVE BOARD A s -y
3—7729 AR I TH
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FEDERAL RESERVE BOARD

June 26, 1919.

Mr. Croxton stated that Governor
Strong talked with New York Bank fram
his office yesterday in regard to this,
and that the Farm Loan Board agreed to
take over these certificates from Dallas.
The Farm Loan Board tock $2,000,000 of
the cartificates, and paid for same this
morning, and would have taken the entire
lot except that Dallas would not let

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

JPM
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June 26, 1919.

MEMORANDUM FOR MR. LEFFINGWELL:

I was out during most of yesterday afternoon and saw Strong
for only a marent around six oclock. He dia 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

enocugh to let me know how this matter stands?
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. «rm No. 131,
FEDERAL RESERVE

Office Torrespon._nce == Date. Jime 26, 1919

To i roderi . Subject:___m,,,4___7A*,,,7W_A T B

From_ . Mr. Bddy. .

ir. Treman, Federal Reserve Bank of New
York advises by telephone of the receipt of wire
from Federal Reserve Bark of Dallas, asking New
York Bark to purchase from Dallas Baxk 32,500,000
tax certificates matwring Septembar 15th.

ile stated llew York Bank was ready to
purchase certificates upon receipt of Board's

approval of transactione.
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June 38, 1919, B N
Dear Mr. Trewan: |
I received your lstser of June 35, In relation to $3,500,000

cemsen T

of tax cersificates of Septemxder 15th maturity. I understand

from the Treasury that the $3,000,000 of certificates, all that

ho Dallas Bank bad available, were taksn over by ths Ferm Loan

Board, and that the matter, thaorsrors, requires no further astiom.
I anm,

Yery truly youras,

Mr. R. H. Treman, Depaty Geovernor,
The Yedaral Beserve Bank of New York.
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MR. 8TRA UK

BEEY

June 25, 1919.

OF NEW YORK

Sir

Dear Mr. Streuss:

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 Bsnk of Dallas.

In talking with Governor Stroggﬂby telephone to-

o

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

Governor Van Zandt and he thought that the Treasury Department

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

RIS g,
NGRS e il i
PP e e

Governor Van Zandt asking h1m to take the matter up with tha

B L T

o R TN TR S T

Treasury Department&ww
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,
(O erscecan
Deputy Governor.

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

RHT .ELS
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Dear Mr. Xensel:

-k

I acknowledgs roceips of youwr letter

e
i

of tho 4th imstant,v {u which you refar %o tha suggeation

' ;ado :t;tha?odoral Reczarva Bank of Kanaus City that it
discontinue participation in your gencral purchases until
its om reserve position improves. Thes Board undarstands
that this will loave you with a distridbution of 333% of
your 4ally purchases to de made arong the four banks namef
in your latter.

It £a to be hoped that pressmt conditions
in the Kansas City diastrict ares only temperary, and that
the Federal Rexerve Bamk of Kansas City may soocm be able to
resuse its regular purchases.

Very truly yours,

Governor,

Me. X, R, Xonsel), Manager of Invastments,
Joderal Reserve Bank,
Wow York.

Felleral Reserve Bank of St. Louis
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FEDERAL RESERVE BANK -
OF NEW YORK RECEIVED
APR5=1919 o 7 )
L. ZRNORG OFFISE *2) 2@ N Lfvi\‘)/ )
iN REPLY PLEASE REFER y {."’
ro ERK &pril 4, 1919.

?bar Governor Harding: ;

48 requested in your'telggfsm of theﬂiﬁiiﬁniﬁéiééﬁa¢‘£ redis-

e

counted yesterdesy for Ksnsas City $10,000,000 in member bunk collateral
notes secured by Government obligations, msturing within fiftecen days at
4%. I enclose herewith confirmstion of my telegrem of yesterdsy's date
requesting you to charge'our account &snd credit Kensas City through the
Gold Settlement Pund with the amount of this transsction.

Kensas City hus advised us thuat the notes in question mature
within from nine to fourteen deys &nd they heve requested us to discount
for them for a fixed period of nine days.

I teke this opportunity to inform you that we received & tele=
gram from Ksnsss City this morning zdvising us that you thought they should
discontinue their participation in our general purcheses until their own
reserve position improves. Ve shall according commence to-dsy to discon—
] tinue our ususl allotment of 4% to Konses City until such time &s they msy
wish to commence participations agein. This now leaves us with & distri-
bution to other Federzl reserve bznks of 31—1/2% of our deily purcheses,
mede up 28 follows: Chicago 10%, Clevelsnd 10%, Minnespolis 5%, San Fran-
cisco, 6=1/2%.

Respectfully,

, f?%flgii/j/ Msnegep’ of Investments ‘
SN2

Honorsble %. P. G. Harding, f
Governor, Federal Reserve Board,

Digitized for FRASER Washington, De Ce
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Misc. 34

FEDE&AL RESERVE 3ANK
\ ;. OF NEW YORK (TO BE MAILED)

“ CONFIRMATION OF TELE6RAM o
v | 23%.¢l)

g . ‘ . fpril 3, 1919

Weﬁl‘%&eext&t‘lﬁz" tgsgi?e ed you as follows: ’

e Mm Eemve B’Qm a—— E—— — I — - —
Washington, D. C, ,

Referring to yowr telegram Wday please charge our account snd oredit Kansas City today
Wrough Gold Settlement Furd ten miilion dollars for rediscount of like amount member
bank collatersl notes secured by government obligations maturing within fifteen days
rete 4% s are arrenging details today with Kansas City by wire

L Kenznel

MISC-73

FEDERAL RESERVE BANK
OF NEW YORK

ENGCLOSURE No.,635 .
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FEDERAL RESERVE BANK :13*\]3 e

OF NEW YORK

o

ey b4 {2)

RECEIVED
; APR3- 1919 April 2, 1919,

S UERNOR'S OFFIC

Dasr Governor Harding:
With reforonce to my teiephone conversation yesterday \y
afternoon with Kr., 3rodericik snd vour telegram to-dasy, I beg to .
advise you that we have purchesed to~dar from Boston $10,000,0C0
in banizers acceptaences nmstiuring sithin 69 davs and less at from
4% to 4 1/8%.
Confirming Mr, Treman's telephone conversaiion with
vou this afternoon in connection with your further telegram of’
to-day's date, we discounted for Philasdelphia, $1G,000,GCO mem-
ber bank collatersl notes secured by (overnment obligations ra- /‘;V /
tur ing within 15 days at 4 p, ™

kaspectfully,

Mapager WO Investments,

donorable W, P, G, Harding,
Governor, Fe.eral Resurve Bourd,

Washington, D. C.
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FEEERA’E‘QESERVE BANK
.OF NEW YORK

T grf el
G September 12, 1918,

Dear Mr. Chapman: SEf

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 &uring 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 vwhether 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 bilis of 1like 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 38, 3%, 3%, 3%, 35, 33, 3%
St. Louis 4,689,817.67 3%, 3%, 3%, 3%, 3%
Richmond 3,356,984 .59 31, z%, 38, 3%, 3%
Minneapolis 4,912,658.54 3%, 3%, 3%, 38, 3%, 33, 4
Clevelsnd " 10,037,907.60 31, 3%, 3%, 38, 3 5/16, 3%, 3%, 3%
Dallas 5,005,892.52 33, 31, 38, 3%, 38, 3%
Philadelphia 9,658,800.79 31, 3%, 3%, 3%, 2§, 4, 32
Boston 5,046,526.73 32, 3%, 3%, 31, 3%

\_g $52,719,438.96

I trust that this will serve your purpose, but if further informatiom is

® ;;'i\x Z»fgz,{ qcc ,4’;:;5(5{; of i /?/7 ALE / /2/

t/gﬁg’/&f?gf | 7/) éfwgﬁ&&ﬁf/éé/
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FEDERAL RESERVE BANK OF NEW YOR!}

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

Very truly yours,
- / -
AT / . ,
R

Assistant Federal Reserve Agent,

We T, Chapman, Bsq,,
Assistant Secretary, Federal Reserve Board,
Washington, D, C,

RUG/LES
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July 2, 19}8.

Dear ltr., Case:
H e you for your letter of Juns twenty-ninth, {rom

Vg

which I am glad to note that your board has daaidod'to deal
with trade acceptances enlorased by menber bDanks in a manner
that will oncourapge the dovelopment of the trade aocceptance
market.

Yery truly youra,

(signed) PAUL M. WARBURG .

J. H. Case, Eaqg.,
Deputy Governor,
Yedaral Reserve Bank,
Hew York.

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




Reproduced from the Unclassified / Declassified Holdings of the National Archives

FEDERAL RESERVE BANK
OF NEW YORK

June 29, 1918,

-

Yy dear lir, Warburg:

Your letter of the 26th instant, addressed to Governor Strong,
in conneotion with the purchase in the market of domestic trade accepi~
ances by Federal reserve banks, has, in his sbsence,been handed to me
for aoknowledgment.

After further consideration we have decided to hold oursel;es
| in readiness to purchase paper of this character at rates approximatély
the same as that for rediscount of similar paper, and when accepted by -
good nemes and bearing prime banking indorsement.

Very truly yours,

w7

Deputy Governor.

Honoreble Paul M. Warburg,
Vice-Governor, Federal Reserve Board,
Waahington. D. C.

igitized for FRASER
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After which return to the
Sscretary's office
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FEDERAL RESERVE BANK
OF NEW YORK

Mareh 25, 1918,

Dear Governor Harding:

I have your favor of March ZSdJand note the ar-

’—M

rangement made with the governors of seven of the other

e e AT R KA S T PR T

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

TR ey -

and acceptances from the Federal Reserve Ba.nk of New-¥ork,

e N I A e e
P s S

Mr, Hendricks has submltt;ed the list agreed up-
on in Washington and we are teking the matter up with the
individual banks to-day.

Very truly yours,

W T et 1ALl —y

Debuty Governor,

Honorable %. P. G. Harding,
Goverpor, Federal Reserve Board,
Was?,_i_’ngton, D. C.

Dlgltlzed for FRASER 1
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¥arch 23, 1918.

Dear Mr. Treman:
Beferring to your lettar of tho 16‘1:
in-t.ant. -] would state that at s mesting with the

governors of the Paderal Bseerve banks tils moming.

o

R g

1t mmymimd mat éb%eoo&mo

e

_.ageeptances omzld be tamn frm thbe Federal Bosorve

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Bank of Few anx by sesven mmr i‘ederal &u-ervo b&nu.

AT 0 . AR R T . S 7 R

without any hmonnnlomn and without x-a&uaing the re-
sarve of any bank below 70%. Mr. Hendricks, who was
presant st the moesting, has a list of the danss and

af the aspunts which they zre prepared 10 take, aml if
you desire to dieposs of any b1illa 1t 18 suggested that
you take ths matter up direct with the banks on the
11st whioch, | understand, will bdbs handed pou by Nre
Hend rioks.

Yory truly yours,

Governar.
Mr. R. H. mn,
Deputy Governor Yederal Reserve Bank,
Rew York.
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Mareh 15, 1918,

Dear 2r. Treamss-

I hare yeur lesir of the 1otk tmMed salling sttestion
ts e fast t2at the MNederal Raserve Jmk ¢ lew Tork hos eem
hliged far senutine past ‘e sheerh prestisally all aseeptanses
slffowed, Show sriglaating in ether disirists as well as in tie

| Bow Tork Mstriss. I anto your suggestien 1hat ail Tedersl
Roservo Loaks shetlc. partiaipate iz thess purclases & e
equitable msis. I will taks pisaswre iz Winginy your lether
to the sttention of the Board and will also ring the muster wp
far 4discassion &% the eoaferange of gwvemsws 95 Fridsy wwt.

GOVarnore
e T Ty Tromear,
Mty Temernn Tedaral esanve Xads,

e Yoyl

itized for FRASER
:/lfraser.stlouisfed.org/
F&eral Reserve Bank of St. Louis



Dig
htt

Fe

|

itized for FRASER

:/lfraser.stlouisfed.org/
eral Reserve Bank of St. Louis

Reproduced from the Unclassified / Deglassified Holdings of the National Archives

LEHORANDUH,

'?or Yr. Warburg.

At a meeting of the Federal Ressrve dcard on

Monday, March 18, 1918 , the following watter
(as Chairman, Coumittee emw Noe 2.
was referred to you(as membsr, " R
(as

{

A letter from Deputy Govermor Treman of

New York,- dated March 15,\ regarding the absorption
of acoceptances by Federal Reserve Banks. The

matter to be discussed with Governors of banks

on Priday, March 22,

Fluy with copy of

Please retwrn this R7¥
n tHken, if any,

documents resulting froy

Date__ g}zfiif .

Docusents

Sigiature___ .. ..
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FEDERAL RESERVE BAN
OF NEW YORK

. ~ s
ar ot Pt
. IRV S N
/ - s Y
Goﬂ'\".’"'\‘qﬁ B

Maroch 15, 1918, ‘ :

ar Governor Harding:

Knowing that there is to be a Conference of Governors at
Washington on March 22nd and as Governor Strong may not be in New
Yorit before that meetins, I am Wri’cing; to bring to your attgption
the fact that for some time past the F\(;\Qeral Reserve Bank has been
obliged to absorb practically all of the @sceptances offered, not -

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

other districty and th;tr aside from the San Francisco bank and.an
oceasional order‘ from Dallas and Chicago, the other Federal res
banks have not teken any of these Pills,

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

as to whether ¢ 6ther Federal reserve banks should participate in

these purc s.on same equitable basis,
I leave this in your hands.

Very truly yours,

Deputy Governor.

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

Digitized for FRASER
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FEDERAL RESERVE BANK
OF NEW YORK

EELTE It -4

October 20, 1917.

Dear lMr. Werburg:

I have your letter of October 18th i& 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

companies, a4s the volume of it is less, and as many of our p?fg:;pal 1nsti?

tutions here do not yet take kindly to indorsing. This is particularly so
- regarding bills wﬂich come to the New York market from other cities, such

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

at the Federal reserve banx there have the effect of divefting a great quantity\

of Boston acceptances to the New York market. While we dlscourage of ferings

of these bills. unléss indorsed, we have occasionally taien 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.

Regarding the unindorsed Seligman paper,$225,000. of that is drawn

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

chased early in September.

igitized for FRASER
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o . FEDERAL RESERVE BANK OF NEW Y¢ By Honorable Paul M. “burg. 10/ 20/ 17. |

/ -

S

Thanking you for your letter, I am,

Sincerely yours,

Governor.

Honorable Paul M. Warburg, ]
L Vice Governor, Federal Reserve Board,
- Washington, D. G, ‘

igitized for FRASER
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October 18, 1917.
Dear Gowernox 3trong:

I notice from the statement of the Fedsral Ressrve
Bm;k of Xew York that of the private bankers' acceptances
of about $14,000,000 held by your bank at the olose of
business on Ootober 15 310,000,000 are endorsed and only

about $4,000,000 unendoraed.

Thia is most satisfasctory headway. If we keep it
up at this time and are a 1little bit more insistent I
think we can probably slinch this matter just as many
othera which have beson hard to handle in the past.

Of the §£3,800,00C unendorsed 31,500,000 are Brown's
agceptances, J3800,000 Goliman Sachs, J60C,000 Heidslback,
Iokelheimer & Oo., 700,000 Horgan's (which is®nly a
very small proportion out of stheir $4,500,000) and about
§300,000 are Seligman's (out of a total, howsvar, of
about $340,000). It means, therefore, talking only %o
a very few people in order to get this whole situation
cleared up.

In dealing with acceptances of banks and trust com-
panies, the pro;ortion of endorses to not endorsed is
not 80 good. Such banks as the Chase, Irving, Farmars
loan & Truat, Commeroe, the Firat Natlonal of Boston
and the 0ld Colony Trust of Boston are all showing wp

Pigitized for FRASER
http://fraser.stlouisfed.org/
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1stitutions
at this time that I ax rather inclined to think that
prc‘umbl:g ve should not push ths quecedion with these
banks juat now.
i Very truly yours,
(Signed) Paul M. Warburg.

Benj. Strong, Esde,
Govarnor, Pederal Reserve Bank,
New York.

Digitized for FRASER
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BEIERAL RESERVE BANK OF NEW YORK

STATEMENT OF ACCEPTANCES OF PRIVATE BANKERS

HELD AT CLOSE OF BUSINESS OC?. 15, 1917

HAME
American Exprees Compeny

J. B. Moore & Compsny

Brown Brothers & Company

Goldman, Sachs & Oompany
Hallgarten & Company
Heldelbach, Ickelheimer & Co.
Ladenburg, Thalmann & Co.
Lasard Freres

J. Pe. Morgan & Company

Ee. Naumburg & Company

Je & W Seligman & Company

Oatober 16, 1917.

Digitized for FRASER
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AMOUNT
INDORSED AMOURT
BY BANKS AND o™
ADDRESS  TRUST COMPANIES INDORSED TOTAL HFLD
New Yook §  2,061.89 § oo $ 2,051.89
Boston 64,083.24 trtne 64,083.24
New Yok  2,573,594.90 1,521,093.85  4,094,688.73
noow 999 ,854.40 £92,562.28  1,592,416.68
" o, 225,000.00 - 100,000.00 325,000+00
noow 722,442.09 662,562.27  1,574,994.36
" on 683,800.56 — 683 ,800458
"o 589 ,205.05 — 589 ,205. 05
" . 3,893,214.79 681,272.20  4,574,486.99
noom 250,661 433 52,943, 90 308,605.23
"o 61,000.00 278,000.00 339,000.00
$10,064,878.27  §3,878,424.48 $13,943,502.75
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FEDERAL RESERVE BANK RETIE
OF NEW YORK BOVERNONS or i om
25 €2
August 16, 1917. /

A
Dear Sir: ' % ,)?Q \

The Board's letter of August 15t‘ in respect of purchases of accey~

tances in the open market has just been received. We feel &ery 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 &t which we pur-
chased acceptances within reach of the market, and very considerable offerings
of bills have been made to us every day for some days paste. At yesterday's
meeting of the executive committee it was determined to advance the base rate,
which was the rate applying to best grade member bank bills of 90 days' matur- 3
ity, from & 1/8% to & 3/8%, the committee authorizing the purchase of a suf-
ficient amount of the floating supply of bills carried by brokers to avoid
imposiné upon them any considerable loss by reason of a sudden advance in our
rate without notice. This may involvg a purchase of ;5,000,000. to 47,500,000
of bills.

Outside of thesé purchases we are taking no bilis except those of fered
by member baiks. The necessity for an increase in rate was really emphasized
by considerable offerings which were made yesterday by membver baﬁks which, of
course, we cannot decliﬁe.

If the new rate is not effective in checking offerings we will ad-
vance it again.

I regret the necessity of this course, but it is forced upon us by
the fact that we would otherwise be obliged to arbitrarily decline taking bills

as offered, which would create a most unfortunate impression and possibly bring

igitized for FRASER
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FEDERAL RESERVE BANK OF NEW Y.  _I&__ Honorable W. F. .. .arding, 8/ 16/ 17. *

3

about higher rates thsn will result from simply advancing our rate ;/4 of
one per cent.

Very truly yours,

[gi%; ,’ M
jovernor.

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

Bs/RaH

igitized Tor FRASER
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August 10, 191‘?. ™

Lre Benjamin Strong,
Sovernor Jederal Reserve Banik,
wow Yoxrk.

Dear Governor Strongie

I have your letter of the 9th instant and note your. views
as to the policy that should be adopted by the ‘ederal reserve
banke of liquidating thelr portfolios as nearly as possible
g within the next sixty days. ™hé Board 1s in entire accord
] with those views and has taiken ocosalon repeatedly during the
past few weeks to impress its ildess upon the Pederal reserve
bankse

I noted the other day in the oonfidential report rmde by
the Assistant federal reserve agentas offlice to iir. arburg
that the federal Heserve Bank of Dallas was meking incuiry
about rates on 2,000,000 of acceptances, and took oocasion to
write to Governor Van Zandt cautioning hi that he should keep
the assets of his bank in liguid shape and that, while he was
no douct Justified in enticipating prospsrous conditioms in
Texans on acoount of high prices for crops, he should bear in
mind that the money t0 pay for these crops must come {rom other
districts, sore of which mi;ht oall wpon Dsllas for rediscounts,

The Bogrd cordially aspproves the policy which is being
pursued by yowr bank and you may be sure that it will continue
to lmpress upon all the other banks the importance of keeping
strong and of making profits a secondary comsideration.

Thanking you for your letter, I am,

Sincerely yours,

GoveInoYy.

gitized for FRASER
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FEDERAL RESERVE BANK \%3 /
OF NEW YORK
August 9th, 1917, A A Y RE ey

PERSONAL .
Dear Governor Harding:

Enclosed is a little memorandum which I had prepared indicating
the status of the varicus reserve banks as nearly as we con estimate it
as to unpaid dividendﬁ,from which it appeears that with one or two excep-
ticns (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 es a whole about
10 4 on their capital siock-

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 teke rather large smounts of bonds themselves, there-
by tying up a certein amount of their assets. Our to%al of this charac-
ter will probably not exceed $4,000,000 and we hope to dispose of them
befere the next loan.

In view of these figures,I am taking the liberty of writing you
personally end confidentially to urge in the interest of the whole situ-
ation that the other reeerve banks be brought to adopting the policy of

//liquidating their portfolios with the next 60 days. Our experiences
in New York justify the belief that the money strain when the next Liberty
Loen is placed will much exceed that of last June and we want to be pre-

pared for it. I feel very sure that our own policy will be shown by

})igitized for FRASER
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Governor H. . 8/9/17.

future developments to be a sound one's On the lst of May our total
discounts and bills was only $18,000,000. On June 19th, they reach-

ed a total of $252,000,0C0 and this morning they have again been re-
duced to §J3,000,000 and I hope within the rext 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 tc¢ withdraw nearly $180,000,000 of cash from
the Street into our reserves without any disturbance of money conditions.
If this policy cen be adopted by all the reserve banks, I feel very sure
that money problems this Fall can be adequately deelt with.

You may assume that this suggestion has some selfish motive be-
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
Tueada& morning, but time did not permit.

Very truly yours,

Governors
Honorable W. P. G. Harding,
Federal Res8rve Board,
Washington, D. C.
BS/AroM

Ence

ederal Reserve Bank of St. Louis
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A RESERYE g HLE
FEDERAL RESERVE BANK (3 3 3
* OF NEW YORK T

-t d
4/»1’,¢ﬂ""—————7 . 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.

1l agree with everything you say in your letter with oitly one
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.

Before leaving New York last month, I wrote Mr. Treman urging
him to adopt the policy of maintaining our rates at the levels then pre-
vailing, anticipating that money would tken ease off and that our port-

folio would automatically liquidaté 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 enxiety to carry out this policy, I agree with you
that he has gone too far, but once the matter is discusséd with him I am
sure that all phases of the matter will be unddrstood 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

;
|
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FEDERAL RES £ BANK OF NEW YunK  _=R= To Mr. Warburge. 8/8/11.
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not liquidating fast enough. There still seems to be some lingering
disposition on the part of the management of some of the reserve banks
to "meke money". To the extent that we are centributing to that de-
velopment by supplying them with bills, I think we are making a mis-
take and shall hope to see all twelve of the banks reduce their bills
and investments 1o a minimum within the next 30 days or 60 days.

Of course, we must not overlook the fact that the policy of
the Treasury in placing certificates of indebtedness will have a greater
effect at first upon the New York money market than upon any other sec-
tion of the country. We have the cheapest money and that money will
flow into treasury certificates before the rest of the countiry will be-
gin to contribute and then only as the Treasury raises its rate. There-
fore, there might, to that extent be justificetion for hastening our
liquidation by sales of bills a little in advance of similar liquidation
by the other reserve banks,

Wé had just a word about this matter Monday night and I ex-
pressed this view to Mr. Treman and find that Mr. Jay agrees with it.

Sincerely yours,

@% f éé‘mﬂf’/‘

Honorable Pzul M. Warburg,
Federal Reserve Board,
Washington, D. C.

BS/VCM

deral Reserve Bank of St. Louis
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After which return to the
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.l /ﬁem«/ ST

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



Reproduced from the Unclassified / Declassified Holdings of the Natioﬁal Archives

FEDERAL RESERVE BANK _,3__“3_,:3-4’“
OF NEW YORK -

%., il
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L
3

August 6, 1917.

Dear Mr., Warburg:

I have your }ggﬁer of August ﬁ;};_j.nd sppreciate your writing

me 80 fully your views as to the wisdom of our adopting, in the Fed-

eral Reserve Bank of New York, the policy of selling our bills in the

g

open market or to banks for the purpose of liquidation, unless it de

und;r very ex'treme‘ circnmaté.ﬁces.

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 g0 over this mastter 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 wview 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,

ST s vaain

Deputy Governor.

Honorable Paul M. Warburg,
Viece Governor, Federal Reserve Board,
."“LIA

Washington, D. C.
7o Y /wa -
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Auguet 4, 1317,
Dear ¥r, Treman:

I ses from Mr, Gidney's lstter thzt the Fel:cral

Reserve Bank of Ner York has socld on iugust first,
$23,500,000 of ite banksre acceptancee tc the Hanover
National Bank, and §6,000,0C0 to a broker; and I note
from what you sa8id to me cover thes phone that you have
increased theze dlrect and indirect saleec 10 o cut
$15,00C,000/

As T sald to you when I zax you las$ ¥onday,
thds ies the time for the Feleral Rezerve Bunk of Kew
York to liquidate its investnents ani I was delighted
to see other Federal Resmerve Bunke re-apnearing as
purchkasere of accentancaa, and I sacoursged you to
gedl to these banks of your own holidinge rather than
to purchase in the market where Llue reaber banks, at
present, are active buyers of usccuptunces,

There cennct be any doubtit but that it is a wise pol-
ioy for the Fel:ral Resarve Bunk of New York to liguid-

ate whenever the uoney market is flush and seasy, 30 as

to b all the more prepared to come to the aselatance

of the market when the tide turns again - and with the
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large problems ahead of us I am quite confident that
the tide will turn soon encugh and that demands upon
your bank will then be as strong as in the past, if
not, indeed, stronger. This 1s to be anticip&tod.
particularly in view of the faot thot me are going
into the ovop moving period, %ﬂ*

I am very much pla‘sed’with the effeot of your
sales to memba: banke ani to Yrokers, but none the less
1l am not gquite certain in my mind whether quite renere
ally speaking it i3 proper for a Felceral Reserve Bank
to sell its paper tc memb:r banke or in the open market
except when there is an exceptional situation, =aking it
neceszary 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,

You know, of course, that the Bank of England in
order to control mounsy rates dorrows at times in the

market. I doubt, howsvsr, whether any one of the lesad-

ing European oentral banks ever sells 1ts portfolio in

the market, As a matter of fact, I 40 not know of any

oass where the Bank of England, the Bangque de France, or
the Reichebank sold their paper exoept in the case of a
loan of gold made to the Bank of England by the Banquse
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de France after the Baring orieis; in which case, and
I belisve in one later instance, the Bank of England
pledged some of ite English portfolio to secure this
gold sadvance, If a oentral bank is well administsred
the bulk of its assets will consist of ninety-day paper
pretty evenly spread as to maturities; so thet the mere
faot that a Government bank does not reinvest its ra-
turing paper will bring about a liquidetion of about
one~third of its assets per month, In addition to
this paper, oentral banks generally carry short and
long term Government securities, and of nourse nothing
stands in the way of thair realizing upon that in cass
it should should be desirable to do so, To accelerate
this liguidation 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 Fed=ral Resarve Banks ought always %0 be buyers
of dollar paper, even though the rats at which they buy
"L eanty Th emATROETE shnsHnbpIse

It may well be that the present situation may be con-

sidered as an exceptional one - 80 exceptional indesd as 20

warrant our accelerating the liquidation of our port-

Federal Reserve Bank of St. Louis
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(4)
folios, It may even bs that this may be advisable

not 8o much in our own interest as in the interest

of our member banks, who are very anxiocus at this time
10 aecure paper which they can rediscount with the
Fedsral Rese:rve Bunks in ocaes of need,

But I am writing you‘at such length because 1
think it is8 important t0 make it very clear that FVed=-
sral Resvrve Banks should normally not be Jobbers in
acceptances, ~ lnstitutiones that purchase and sell all
the time with a small margin, such, for instance, as the
discount companies in England which are always purchasers
and ec¢ilers, n»hile the big and strong British joint
8100k banke &re gencrally only pu.chusers of bills and
only in the rarest cases rediscounters or sellers,

I believe that we must keep our credit and prestige
a8 high 28 possible and should not permit the Federal
Reserve Banke to take the place of these “jobbing’ dis-
count companies, and I want to emphasize thecse views

as strictly my own, evem though it—may after disoussion,

47'@:’3; e to a perfeotly advisable pollicy for the Fed-

eral Heserve Banks at this time to zell its acceptances

in order to meest the exiraordinary exigencies of the



$-)
present situation,

1 am not quite certain that my colleagues would
31l freely subscribe to the views that I have expressed
in this letter, Several of them are absent at this time
and se¢ have not been able to discues the mattesr fully in
the Board, I ar writing, you, therefore, exrressing
only my personal vﬂowl,and 1 qﬁvdoing 1t for the pur-
pose of having you and yhe o%her cfficers of your Bank
carefully consider the mhpter from the angle outlined
by me, which pcssibly may be a new pﬁint of view to
some of your officers.

I am sending & copy of thie letter to Governor
Btrong becuase I am angiocus to get his reaction oon-

cerning the problem in hand,

Very sincerely yours,

Sgd. Paul M. Warburg.

R, H, Treman, Esq.,
redernl Reserve k,
Rew York,

L J
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Maroh 23, 1917,

Kr. Plerre Jay,
Ohal rman Faderal Reserve Bank,
Now York.

Dear Nr. J‘yl"

Your httn of the Z}at instant was duly received

and I note um intersst your matured views on tho nattor

I
of nhm ti:u loanp w tlu C\:ltod auua Govommt.

OB TR Sy

S

I mua suggest tat you dimn thh 1s maiisF WITN Mr.
‘arburg when he visits you on Nonday next.

| Voxry truly yours,

Governor.
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FEDERAL RESERVE BANK

OF NEW YORK 33’5. 4&?{)

March 21, 1917.

Dear Governor Harding:

We have been discussing among ourselves in the bank to-day
the matter of the prospectiﬁe 70-day 1oén of the United States Govern-
ment, of which you advised us yesterday, and we all feel very giad of

your assurance that the System will have some official connection with

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 be actual purchasers of it

with or without the idea of possibly redistributing it, ﬁhich you will
remember we discussed at lunch yesterday, we:have looked at the matter
from various angles and feel thaf it would bg preferable for us to ac%
\as agent rather than as purchaser. We think the effect on the public
would be about the same in either case. The public would understand
that the Federal reserve barnks were, very properly, assisting the gov-
ernment.. But it is our feeling that the excellent effect Produced on
bankers and thoughtful men genérally by our recent investment policy
which, as you stated In your address last night, has brought our re-
serves up from 68% to 80%, and has put us in a strong posifion to as-
sist our member barks when necessary, Wouldybe dispelled if the govern-
ment; witho§%7§ging to the general money mabket,should draft us direct-
ly to its assistance byqu;rowing 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 primArx‘but rather as a secondary source of borrowing,

to be availed of temporarily and within reason when the outside market
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tp://f{ése‘r.stlouisfed.org/ ! .

Fiederal Reserve Bank of St. Louis



— T

'Reproduiced fom the Unelassifisé/ Declassified Holdings of the National Archives

—

»ADERAL RESERVE BANK OF NEW YOI; 7 — Honorable We P. G. Ha* \, 3/21/ 17,

[N

is not so available as at present. To place a large loan with us at
a time when market funds are so abyndant 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.

To secure the money perhaps a shade cheaper from the Federal
Reserve System than in the open market does not seem t0 us a compensat- :
ing advantage for the unfavorable impression we believe would be created
by the government's direct use of our funds. While the Secretary may
feel that we should lend at a low rate because we have government balances

without interest possibly he will recognize, on the other hand, that-we do

considerable government work without compensation.

But the views which we have formed are based, not on the rate,

but on the prineciple above outlined. While as officers of the bank we.

R S

should be extremely glad of the added income the loan would bring, we
feel that we must consider the subjeet from the broader point of view of
8 sound relationship between the Treasury and the System. From that

point of view we are convinged 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.

We believe that & 1/2% would be a fair rate for the loan. Pos-

sibly it might be taken at a fraction lower, but it should be remembered
that the extent of the market for money at 2%, the rate you thought the
Secretary had in mind, is quite limited.

Yery truly yours,

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

PJ/RaH

Faderal Reserve Bank of St. Louis X R &
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\x REPORT OF A COMMITTEE APPOINTED BY THE

\ CONFERENCE O GOVERNORS TQ RECOMMEND A BASIS FOR THE APPORTION-

MENT OF INVESTMENTS MADE BY ONE FEDERAL RESERVE

Al
|
N
v

o,

January 31, 1917.

Pursuant to the recommendations made by this committee at s 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-
low1ng basis;

At the request of the committee each Federal Reserve Bank reported to the .
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
colum 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
of the purchasing bank should be used, each other rfederal 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 apportiomnment 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
Atlants 1.86 64,000
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Chicago 9.82 $ 328,000
S5t. louis 7.96 274,000
Minneapolis 4,36 150,000
Kansas City 5,14 177,000
Dallas 1.89 65,000
San Francisco - 10,05 346,000

100.00 33,442,000

) ALFRSD L, AIKEN,
\ CHARLIES 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
New York 25,00
Philadelphia 11.81
Cleveland 17.36
Richmond .12
Atlanta 3.67
Chicago 5.25
S5t. Louis 8.44
Minneapolis 7.03
Kansas City 1,39
Dallas 23
dan Francisco 15.60-

100.00
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FEDERAL RESERVE
BANK OF NEW YORK _

. e Correspo. "3nce

_ate___Pebruary 23, 1917,

To Mr. Jay V Subject:

. From E. R. Kenzel.

The ypercentages 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, 1917,
There 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 21, 1917.

ERK/IWB.

itized for FRASER
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December &, 1918.

George J. Seay, Esq.,
Governor, Federal Reserve Bank of Rlchmond,
Richmond, Va.

Dear Mr. Seay:

We have received your letter of November 27th regarding the allot-
ment of investments, and regret that we have not made clear how simply the
figures required for our method might be obtalned., Ve agree with you that
the expenses of a bank should be taken in total aseording to its own method
of keeping its dooks in so far 2s 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 be wise for us to try again and ‘
ses if we cannot state our ideas regarding the method of allotting i{nvest-
ments 80 that they will be easily understood. The following statement of
basic principles may assist:

1. That distributable investments be apportioned on the basis of
the necessities of sach Federal reserve bank to meet its current expenses,
its current dividend and a fixed proportion of ite net deficit to the close
of busineas December 31, 1916, including dividends accrued but not paid to
that date,

2. That when these needs have been obtained the investments be
distributed in the proportion that the deficit of each bank bearse to the

deficit of all the banks.

W)

gitized for FRASER
htip://fraser.stlouisfed.org/
deral Reserve Bank of St. Louis

M



cLo e S Geo. J. 5eay, 4 C@F)Y

3. That 1f the bank earns al; its requirements in accordance with
the following schedule, it be not allowed to participate in investments.
4. That in determining the needs of each bank the procedurs be as
follows:
1, Add current earnings for quarter including service
charges recelived,
2., Dedanct the sum of

{a) Current expense for quarter including service
charges pald.

(b} Current dividend requirements for quarter.
{c}] Three-twelfths (or some other proportion to
be determined) of deficit from operation to Lecember 31,
1916, including sccrued dividends.
3. Find the difference betwsen earnings and expenses,
4. Find the per cent that each deficit bears to the

total deficit and allot on that basis.

COMIZENTS »

This plan is in exaet aceord with your own ideas except that we do
not arprove of the method employed 11; the November bulletin, page 595, in
the eighth line of figures where "Ixpemse of Transit Department” is deducted
from "Gross lpenses” emd so from "Het Harnings.,” It is improper accounting
to single out one depsriment, estimate 1ts cost of operation and deduct this
coast from current expense whether or not a part of this cost is returned.
It 1s better accounting and, therefore, =z better basis for distributing in-
vestments, to include actual réceipts 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,

itized for FRASER
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This subject will be discussed at the amiitors' conference and the

Fow York representative will vrge most strongdy a change in the method of
reporting in the mutin{ e have heard from other anditors and know that
they agrec with us in this respect.

I the miter of reporting service charpes recsived and paid and
transit cost is adjusted in accordance with thesec ideas, the only sarming and
expense figures rejquired under our plan arc those now reporte’ on forms 2686-b
and 267-b io the Federal Heserve 2oard at the close of each month. A sheet
of carbon paper will furaish a copy for the rerresontative of the Investment
Committee .

‘In our letter of the 24th instunt we reforre¢ tc studies we had been
making. In these we were endeavoring to equalize charges for amortization
and depreciation. It is evident that some of the banks showing small per-
conts of net sarnivgs are writing off orpunization axpenses more rapidlg in
proportion than other banks showing a grester porcontzpe of net earnings.
These differences ought to be sdjusted upon some wniform basis to be agreed
upon, and we only omitted from our sarlier letter the idea of making such an
adjustment in order to have the plan more ﬂmg_;le in operation.

The working out of the net deficit to December 1, 1U16, presents
some difficulties the solntion of which mast be srbitrary. The fTollowins plan
awaa};a to us:

Bach bank will éaienlatu ite net galn or loss from crganization to
the close of business December 51, 1916, Let them deduct from the net imin,
or add to the net loss 17 any, the amomnt of dividend accrued tut mot raid to
the cloee of businese lecember ), 1916, Then, let the conforence of
governors decide vhat they think will be a reasonsble time for the Lanks to

work off theso deficits. let us sssume that they think the deFlcites should bhe

fgitized for FRASER
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worked off .in twelve monthe. e should then bunien each bank's romirements
for a artor with threo~twelfths of its deficelt incluling dlvidends unrald to
the close of basiness Jecomber U1, 14916, in addition to the remiremesntis for
current dividenis add enrrent ampsiscs.

Barring the lsequality of charpes tb orrent expense fm- amortisation
s depreciation, we think this vlom is efiryle and »111 reuirs practicslly no
Information to be furnished by the banks. It cm be adjusted garterly and
thae keep the distributiae of investments rore nearly in harmony with eurrent

requiremente anG vill, we belleve, rrovide a ressonsbly equitsble ddstriutics,

Very tmly yours,

Lecretsry.

E M /HAR
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January 24, 19174

Cear Mr. Treman:

I notice that the New York Bank ie buying accept-
ances for £an Francisoo. A¢ what rate are these ac-
ceptancee purchased and is this a similar case 8¢ the
one of Chicago, of which you spoke to me?! That ls,
that New York 1s keeping out of the market for the bven-
efit of the system and another Fedcral Reserve Bank is
dipping into it in order to secure earanings? If that
is 80, I think we wint to look into the matter,

?ery truly yours,
i

V-2gned) PAUL M. WADRBURG.
R. H. Trem&n’ Eﬂq.. SSIUIHE
Federal Reserve Bank,
New York.
*
~

Federal Reserve Bank of St. Louis
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FEDERAL RESERVE BANK

OF NEW YORK
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25

January 24t

Dear ilr, Delano:

] I understand that you inguired for another

i

set of the enclosed statements

Senerny

made by this bank for account of the other Federal

reserve banks at their direction.

Very truly yours,

’ % 3 /iéi i 5 4 /
[/ -~
Governor.

Hon, F. &. Delano,
Federal Reserve Board,
“iashington, T. C,

B Jr/VCH-4

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




ééﬁfoduvéé(riufirom the‘UncIassif'ied { Declassified Holdings of the National Archives

FEDERAL RESERVE BANK
OF NEW YORK

January 21, 1916,

Dear Mr, De Ik Mater:

Reply{ng to your letter of January 20th |

to Mr, Strong, I

x

ave just been talking with him
over the telephone¥and he tells me that he yester-
day gave Vice Gover®pr Delano a copy of\the state-

ment referred to‘the'_ \

John De la Mater, Esq,.,
Sec'y, to Vice Governor,
Federal Reserve Board,
Washington, D, C,

PJ/RAH
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Jamary Z0th, 1916.
My desr Mr. Strong:-
Can you accommodates me by sending me oopy of
a large hektographed statement recently goiten out by your Bank,
sntitled "Comwpsrative Statement of Capital, Investments, Easrnings

end Exyenses of the Several Federsl Reserve Dsnkse, ss of December

3G, 1916." This statement bears no dste, but I truet the above
desoription will snable you to identify 1it.
1 eshall greatiy appreciste your courtesy in thie

matter.
Rilsppotfully,

teays to Vice Governor.

Mr. Bemjamin Strong, Jr.,
Governor, Pederasl Heserve Bank,
¥ew York City.
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Sir: oo TLE

This ie toisdvise you that the Board's lot-

Sl

" ter of OQtpharhabﬁblating to ppen market operations,

- o
s
SR

has besn sligntly modiflod by the insertion of ths
words "with respsct to bdills of exchange® on ths
last page of the letter after the words “free to
exercise the authority granted under Section 14.%
This addition does not alter the sense of the lot-
ter, dbut has been introduced for the sake of clear-
ness. The letter as thus modified will de officially
published in the Federal Reserve Bulle tin Wtor Novem-
ber.

Bespectiully,

Secretary.

¥r. Plerre Juy,
Chairmsn, Board of Directors,
Federal Reserve Bank of New York.
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FEDERAL RESERVE BAN
OF NEW YORK

market operations under Jectjon 14 of the Act, was re-
ceived on Oqtober 11lth, in accordance with your in-
structions will be called¥to the attention of our Board

of Directors at their next meeting,

Respectfully,

Chairman, \\

Honorable P, A, Delano,
Vice Governor, Federal Reserve 3Roard,

fal

washington, D, C,

S

PJ/Rail
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Sotobey 9, 1915,

SIR S

in the matter of open rorist omrotions provided for Iy
Jeetion 14 of tix Federsl fuororve fet, an I wnlorstand the (vt
tion sabnitted for conslder-tion, yom donirve & now hethoy
there is any dnty or oblimmtion an the mrt of e Podersl e
seyve Joard to veesoribe mles sod resulsticns coveralng condle
tions wnder whleh Fedor:l reserye Lomite uny purehate nud aoll
in the oven mnrket ozbkle trawfors, banimrs® acoeptances nnd
bille of exehanse, or sigthor the Soaml, by failuve to nreserile
gueh regulatione, may withihnld fvo sueh i the riTht 10 exoP-
cise ihese povers

7o anawer this questiom it iz necessuyy to doter-ine tho
lomel effent of the yrovieion in qveatione Yhe lsacuate of the
et 19 -~

“ixy Pederzl reserve bank osay, undsr rulos and
recnliations prosgribed ky the Fedemd Joscrve loard,
parchase =nd sell ia tho open murket, at hons or
ahrond, oither fron or t0 dapstie or fovelpn banks,
firan, corporations, or Isdividuals, cshile transfers

and bapiers' secentauces ond bills of emchoee of tho
Kinds and =aturitiss by this iet mmds sligible for row-
dlssomnty vrith or wizhout the indorsoment of a nember
banic.™

The lozal effect of this vrovicion asome cloarly 0 be
to voot In e Fodor:l roservys Low the right 60 azemaiog this
power ond to west In the Fedarsd Forerve Dotpd only the pouor.
to rpmlate 1ts ernovelse.  In othor words, Comrvess did not M
ton? to vent a disoretion {a th Sonrd to detsrmine vhothor Yede
oyl rosorer bhaizs ohonld pmrohose =nt soll coble tramsfere,
sccentonees snd bille of oaxehmrg, butl morely to resuiste thnir
mavchane sl oale.

“Thils thors ave o ovost ony onses dealine with the
umstlion of how for Comvress, or any lesislistive body, roy dele-
mate 1o on edministrative Dody the pover to rogmlste, it is not
nece ©ary to eunsider theoe oowes 2t longth singe we are danling
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not with the guestion of what the reguloation shall contaldn tat
merely with the Seam’s duty in thoe primises. Joncrally speak-
ing “while Congross con not delermte the power (o ralm lime it
esn delegate the porer to detornine zone foot or state of thinge
wpon which the statute mokes or intends to mnke 1t oom sotion
depend.™ lor collaction of cunses pec moyelopedis of Low ond
Procednre, Voluae 8, nore 830.

Conrress rd-ht, thorefyre, hove vezted in the Federal
Tesorve Toapd, the pover to detaymins whether fedornl roservs
denivs shonld murchase Iin ths open mariet esble tromefers, sSO0ODL-
sones ond 211le of exchirmre. TRd 1t iatended to do so, hovever,
it —ould howe iancorporated Lhis poser in Jeotlion 11 in defining
the poors of the ifedernl Zeservs Doarl fmatend of in Section 14
whish denls with the novers of the Federsl reserve banics. oy
exwple, Saction 11 smuthorises the Yedeornl Teserve Doy =

#{b) To powmit, ¥, om the xfirmtive wote of
&t lwant fiwe zormborz 5 the Rosoree louxd t0 row-
guire Fodersl reserve bania to rediscount the die-
sounted noner of other Federsl resorve bonus ot
rates of intarest to de Fived ty the Feleral Hoe
aprve “onrd.

{e) 7o susnend for o perlod of mot oxeseding
thirty days, and from tl=e tn tize $0 reaew such
susnoneion for periods not oxeoeoding fifteen daya,
any recavva reqnireent specified in this Aot.

{x} To grast by speelsl pomit to notional
banke on-Lying therelfor, hen not in sontravention
af Zbste or loesl low, the rleit to oot as trustes,
sxeantor, sdninistrmtor, oy roglsteme of astodts and
bonds tndar suel: rules ond roamistions ns the anid

Insmrweh, therefore, as the pover to purchase sl sell
eable tronsfers, ancontznoes and bills of exohane in the openm
mptet s vested in the Fedo ul yoserve banie subjeet only to
mlee od resuistions of the Fedsenl Rocorve Doard, It would
sean to bo the fmotion of the Socrd elther to mescrive the
rales and remmlations rsforred to, or ahould the Doord determine



a0t to amd» euch rales and regulations st this time, to
iaforn the Fadersl resorve buaks thit thess posers may be
exsroissd within the limitations of Seetiem 14, umtil fur-
ther restricted by smek rules mnd regulntions as the Board
may adopt.
Respeot fully,
B Co BLLIORD
Coumpe)

Fon. Villism G. Veldoe,
Searetsry of the Tresmury,

ttp://fraser.stlouisfed.org/
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Vo
Nr. Plerre Jay, ,
Chmirmen, Board Of Direstors,
Paderal Heserve Bank of New York,

Sirs
The Federsl Bessrve lJeuis are ewpowered under Seotion 14
of the PFederal Reserve Aot, midjeet te rulas and reguistions
presaribed by the Federal Eseerve doard, te
"Purchsase and sell in the open merket, st home or
or abroad, either from or to domeetic or foreiga
banks, fires, corporations or indlvidusls, cable
transfars and bankers® soseptances and bills of ex-
changs of the xinds and saturitiss by this sot mede

eligidle for redisocunt, with e without the es
dorsement of 2 aesbar baak, *

The Board has already isaved regulstions eorering the purebase i
t.hc am mrket af ’bm' mm. of United States Goverm-
mmt bonds M of miaiynl mrmta, bat it s not yet issued
regulations relating to “osble trsmsfars” or toc ihs purehase of
"bills of exabange of the Xinds and maturities by til s act mde
eligidle for redisoount.” The original 111 for the eatablish.
mut of Foleral Raserve Bmaka, ¢ts,, pemsitted the purchased in
the open market of "notes, drafts and bills, of sxsabenge,” Wt ik

Bbhe bill a8 fimally enasted the words "notes and drafts™ were

strickan out in Ssotion 14, alihough they are retained im Section
13 which related to disoount operations for memder daaks, After

warsful study sad investigation the Beard ims resched the oon-
olusion, in whioch it is sustained by opinion of Comnssl,
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tiet Congress voyond quesii i drev a distinstlon in Seotiomsld
and 14 betweon tim soveral forms of commercial paner, and tmt
pronissory notes, oven thougsh bearing an sdditional endorso-
ment, mest be regandel as exoluded from open market purclmsss
under Section 14, There remin the:, as eligidble for ruarchases
under t:ds Seotisn, "cable tranafers,” and "ullls of excaumige”
of two kinds, « {1) sowcnlled forelgn bills of exohange and

{2) domestie dills of exchange :(cther t.ﬁm__bcﬂcm' u_cczsunon)
dram 'bymc yarty on amther, 8s by o goller of 7oods upon

the nurchaser, wuch sa have boen classified dy the Board as
"trad: agesptances,” eithor aocepted or anot acsopted at tae time
of wirchase, In viow of the abueormel coniitions prevailing

in Barope, the Dosrd fools that the dbanks sinuld bo more thom
ususl iy eautious in say foreign exchange opermtions smtered

into at thie tims, 4s to open market desalings in "domestis
bills,™ wille the specisl rate authorised for this olass of pager
My srove in the future a nelpful fastor fn doveloping its

froer nge, the Board Mas bdeon informed tmt the supply of desirabdle
paper ie still very linited. T:@re are aleo otiuer objectius
that may 9@ urged agsainat open market operati:ns in “domestle blils"
at tils time, lbwover, the rederal Assorve Joard rego;nizes tmt

thwe Pedarzl Mesarvo banks save the right to engage in open market
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operaticns in bills of exchamge soi tiat the desision whether the
Podmral reserve banks sipuld eagags in saok opsa mariet transactions
rests sutirely with them, severally, and not with the Federsl Re-
serve Board, meuﬁ engaged in by any bank assume
very large proportions or devalop along 1ines whioh would make
regulation appear desirsble, the PFederal Reserve Dosrd will sxer-
eise its right at smy t1m to regelste suich transactions, but at
present the Board deems 1t best te 1leave eash Federal reserve bsak
C i ves ftad Fo Gl b weliniip g

free to wchl the authority grented under Sestion M’\ﬂMt
goversing or restrieting regulations, it deing mnderstood, of scurss
that sy Fedaral reserve bank desiring to establish an opem market
rate for demestis Bills of exchange by this Aot mds eligible for
radinomunt, will sudmit sich vate to the Joaxrd for approval and
Sobtentuntion, . izt sustenary vy, ~Tou are ctutiomsd tat no Bill
may be Bowght 1u the spem murket whidl, sven if sndorsed iy & memde
dauk, would be Insligible for #edisoount wnder Seatiom 13,

m.m appomds opisiona oz Gamol besring upom the mb-
Ject of apen mariet trenssetions,

Flease sall this letter to the attention of your Donrd of
Direstors, |

Rsspeotrully,
(Bigmed) 7. A, Delamo,
Aoting Governor,
(Bigned] E. Fariker Willis
Segretary,
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FASTINGE

L6 tober 5’ 19115.

3irs

The quastion has bosn ruised wvhsther Fedeornl Hesorve
Banikcs may, uder the provisions of 3sotion )4 of the Federsl
fessrve Ast, parahass single name paper in the open mxriket,

Zention 14 provides in part that -

“iny Pedesral sserve Bank may, undier rules and rege-
wlations presoribed by thw Pedaral esorve Hoard, pare
chase snd sell in the opsn markst, 3t Loms or sbrosd,
aither from or to domsatic or forelignm honie, Tirms, GOr-
~orationes, or iandividusls, sable transfers, and bankers®
acoentances snu bills of exchsnuge of the kinds and matur-
itliens by this Aot medie sligidble for redisecount, with or
without the {adorsement ¢f & gewder bank™,

Under the provislons of this Section s Federsl Feserve
Bank mey parchass blills of exchange (that ls, orders fram by ome
nerson on another to pay on demand, Or st a fizsd or deteralinadle
future time, & sum oartain in money 0 order or to bearer), wheth-
sr before or after ssgeptanas, provided, thay are of the kinds and
metaritios made sligible for rediscount under Jeotiom 13,

it s slear, hovever, that srozissory notes a8 dletine.
golsbad from Bllle of exohunge are not oligible for archuse unier
Zestion 14 irvesvective of ths mumber of nanes therean,

Hespeotfully,
e C. Elllott,

(3igned)
Counsel,

Hon, Charlass 3, Bamllin,
GCovernor,

L e —





