CircuLArR No. 98

FEDERAL RESERVE BANK
OF NEW YORK

NEw York, Feb. 1, 1918,

To THE CASHIER:

In order to enable the sub-committee of the Liberty Loan Committee to deal with the
money situation during the flotation of Government loans, it has been found advisable to revise
somewhat the present form of report to secure the following information:

First: Amount of balances carried with the reporting institution by
banks, trust companies and savings banks located outside of the City
of New York, excluding balances maintained by foreign institutions.

Second: Amount of strictly call loans to brokers carried by the re-

porting institution for the account of out-of-town banks, bankers,
firms and corporations.

Third: Amount of time loans to brokers carried by reporting bank for
account of out-of-town banks, bankers, firms and corporations.

Fourth: Amount of strictly call loans to brokers carried by each re-
porting bank for its own account. (Call loans specified in 2 and 4
to be interpreted as strictly call loans made to brokers and security
dealers, payment of which may be required on the day called, in ac-
cordance with the stock exchange practice, or on at least not more
than three days’ notice.)

Fifth: Amount of time loans to brokers carried by each reporting
bank for its own account.

Sixth: Amount of commercial paper, and acceptances owned and
held by reporting bank eligible either for discount or sale or as collat-
eral for loans at the Federal Reserve Bank.

Seventh: Amount of unpledged Liberty Loan bonds held bv reporting
bank.

Eighth: Amount of unpledged United States certificates of indebted-
ness held by reporting bank.

Ninth: Amount of unpledged loans made to customers by this bank,
secured by Liberty Loan bonds and United States certificates of in-
debtedness.

Tenth: Amount of securities (Collateral value) owned by the re-

porting bank in addition to and not included in those reported under
No. 6 which may be accepted by the Federal Reserve Bank as collat-
eral to secure Government deposits as prescribed by the Treasury
Department Circular 92.
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Reserve position of the reporting bank computed in accordance

Eleventh:
with requirements of state or national law, whichever is applicable.

Amount of -currency and coin held by reporting bank, sub-
divided as follows:
(a) Gold and Gold Certificates

Twelfth:

(b) - National Bank. Notes
(c) All Other Currency

For the present, one report a week, at the close of business each Friday, to reach us not
later than Monday morning, will be sufficient.: Later the committee will call on vou daily for
the information outlined above, in which event, we trust that you will find it possible to
cooperate with us.

. Very truly vours,
i .R. H. TrREmaN,

Deputy Governor.
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FEDERAL RESERVE BO.RD

VASHINGT Ol

April 2, 1918.

Deor Sir:

In connecction with the autherity cf banks to accept drafts
against transactions invelving the cxport of goods, the attention of
the Board has been called to certnin ncceptonce transactions, the con-
tract or pledge ngainst which reads as follews:

"Wie held asainst cxpert orders received
through United States Food Commission for the
Allics, goods in excess of one hundred thousand
dollars ($100,000.00) and shall continue to so
hold in excess of this amount during the life of
and for account of our drafts, #2?53 to #2756 in-
clusive, for Twenty-five thousand dollars
(325,000.00) each, dated March 18, 1918, payaole
ninety days after sight, drawn upon you, until
same are fully paid.

"Yie hereby undertaoke to pay into your
hands one day before the maturity of these drafts
the amount required to retirec them."

The question arises whether the bank is authorized to accept

these drafts.

() On the ground thot it is a domestic
transaction and is securcd at the time of accept-
ance by warchouss receipt or other similnr docu-
ment conveying and securing title to the bank, or

(b) On the ground that the drafts nre
dravm in n transaction which involves the export
of goods.

The opinion of counsel on this question, in which the Board

concurs, is as follows;
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"It appears thnt certain dealers in
staples who have o large domestic business are
under contract to export food to the allies. The
question hns arisen to whnot extent and under what
circumstances member banks moy necept drafts or
bills of exchange dravn by such denlers.,

(1) Where the drafts are drovn in a
domestic tronsaction, under Scction 13 they must
bo accompanied by shipping documents or the bank
must be secured at the time of ncceptance by o
warchouse receipt or other similar document con-
veying or sccuring title to the goods involved.

(2) there the draft grows cut of o par-
ticular transaction involving the export of roods
the regulations of the Board require thot the bill
nust have been dravm under 2 credit opened for the
purpose of conducting or scttling nccounts result-
ing from such transaction.

In other werds, it must oppear that the
bill is drawn and the procceds are used in connec-
tion with the erport “ransavtion. The Federcl
reserve bank must be sctisfied either by reference
to the azcepionce 1tegelf or otaerwise that it is
eligible for rediscount. Saticfactory evidence
of the eligibility may consist of o stomp or cer-
tifieate affixed by the acceptor in form sntis-
factory to the Federal resorve bank.

In the cose under consideration it is
assumed that the dealer is engoged in the purchasc
of geoods for cxport and is purchasing the same
character and class of goods for domestic use.
Somc difficulty may be encountered, therefore, in
ascertaining whether the geods purchased in any
particular transaction are to be used for export
or for domestic consumption.

You have asked that consideration be
given to the question of what cvidence the accept-
ing bank should require if the acceptnonce grows
out of a tramsaction involving the cxpert of goods
and whot form this evidence should take.

It is respectfully suggested that where
the denler desires to finance the purchose und *
sale of goods to be expcrted his contract with the
bank should provide (a) that he has entered into o
contract for the export of the goods of n fixed
amount; (b) that the total amount of drafts dravm
by him under the credit opened to finance the export
of such goods shall at no time exceed the cggregate
amount of the import or export tronsactions con-
tracted for and in process of execution; (c) that
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the proceeds of drafts drawn against the nccepting
bank under this credit are to be used in connection
with the export comtracts referred to, nnd that the
proceceds of the sale of the goods exported will be
applied in paymemt of the acceptnances unless the
denler has in the meantime placed the bonk in funds
to mcet thom at moturity or has sccured such accept-
ances by shipping documents, varechouse rcceipts or
cther similar document conveying and sccuring title
to readily marketable staples.

Unless the decler can and will assure
the bank that the procceds of the credit arec to be
used in an export tronsaction and that the proceeds
of the goods sxported are to be used teo liquidate
the acceptnnces, the decler should be required to
trent the bills as dravm in domestic transactions

and the bank should require security provided by
Section 13."

Pleaso convey this information to accepting banks in your

Very truly yours,
W, P. G. Harding,

Governor.

To the Chairman of the Board,
The Federnl Reserve Bank,
New York City.
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