CircuLar No. 78

FEDERAL RESERVE BANK
OF NEW YORK

NEw YoORk, Sept. 10, 1017.

'PLAN FOR THE COLLECTION OF MATURING NOTES, BILLS AND
OTHER COLLECTION ITEMS

To taE CASHIER,

SIR:

Upon the authority of the FEDERAL REseErvE Boarp and by its direction, on September
10, 1917, the FEDERAL RESERVE BANK oF NEW York will establish a Collection Department for
the handling of collection items. These items will be collected as promptly as possible and
credit given when actual payment has been received. The conditions and regulations govern-
ing the operation of this Department of the Bank are fully set forth in the following circular.
Every bank sending collection items to us after the inauguration of this department will be under-

stood to have specifically agreed to the terms and conditions set forth in this circular.

DATE OF INAUGURATION.

September 10, 1917.

ITEMS RECEIVED.—~

All collection items, drafts notes, coupons, acceptances, etc.

ROUTING.

The Federal Reserve Bank of New York, may, in its discretion, send
all items for payment direct to a bank located at the place where the item
is payable or to another agent for collection, and assumes no responsibility
for the failure of any of its direct or indirect collection agents, and shall
be held liable only when proceeds in actual funds or solvent credits shall
have come into its possession.

CHARGES.

The Federal Reserve Bank of New York, will make a service
charge of ten cents per item in addition to the exchange charge that may
be made by the collecting bank. In case of the collection item being
returned unpaid, there will be an additional charge of ten cents which will
be paid to the bank presenting the item for payment. A service charge
will not be imposed for collecting coupons. The only charge for the
collection of coupons pavable outside of the Federal Reserve City will be
the usual one covering the expenses of registration and insurance or ex-
press charges plus any charge made by the collecting bank.

- ! The additional charge of ten cents per item made for handling un-
paid items will be paid to the presenting bank monthly.
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-~ REMITTING.

In so far as possible, items will be sent direct to their place of pay-
ment, and when payable outside of the district the collecting bank will
be permitted to make remittance either direct to the Federal Reserve
Bank of New York in New York exchange or, if more convenient, to any
other nearby Federal Reserve Bank in available exchange for the credit
of the sending Federal Reserve Bank.

The Collection Department is being established for the purpose
of furnishing additional service to member banks, and to make this de-
partment as efficient as possible, it is earnestly desired that member
banks co-operate in making prompt returns and advices of the payment
of collection items.

It is recognized that in the presenting and remitting for collection

items, the remitting or crediting bank is rendering a service of a different

character than that of remitting for its own checks, and for such service
is entitled to make a reasonable exchange charge.

A special form of remittance letter will accompany all collection items, this form can be
used by the remitting or crediting bank. ’

Respectfully,

BENj. STRONG,

Governor.
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FEDERAL RESERVE BANK
OF NEW YORK

September 11, 1917.

Dear Sir:

In order to completc arrangements for handling the large transfers
of cagh and credit which will be neccescary ot the time of payment for the next
issue of Liberty Loan bonds, this bank desires tn obtain certain information
daily from the banks and trust companies of New York City to enable it to deal
with the matter intelligently. The information desired is as follows:

FIRST Total amount of balances carried with the reporiing
institution by banks, trust companies and savings
banks located outside of the City of Mew York.

SECOND Total amount of strictly call ‘loans carried by the
reporting institution for the account of out-of-
tovm banks, bankers, firms and corporatiens.

THIRD Total amount of strictly call loans carried by each
reporting bank for its owvm account. (Call loans
specified in 2 and 3 to be classifizd as strictly
call loans ghould generally be those made tn brok-
ers and gecuritiy dealers, payment of which may be
required on the day called, in accordance with
stock exchange practice, or on at least not more
than three days' notice.)

FOURTH The amouht of the following classes of securities
which are eligible either fcr discourt cor e&s collateral
for leocans at the Federal reserve bank:
(a) Unpledged obligations of the United
States Government,
(b) Municipzl Viarranis,
(¢) Commercial Paper,
(d) Acceptances ovmed by the reporting
banks.
(Definitions of eligibility of ikese classes of secur-
ities as specified by the Federal Reserve Act or by the
regulaticns of the Federal Reserve Board are attached.)
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FIFTH The amount (market value) of securities owned by the re-
porting bank in addition to and not included in those
reported under No. 4, and wvhich may be accepted by the
Federal reserve bank as collateral to secure Government
deposits as prescribed by Treasury Department Circular
No. 81 and by subsequent rulings of the Department mod-
ifying the same. (A statement of the securities defin-
ed by the circular and rulings referred to is attached.

This is subject to changesas and when made by the Treas-
ury Department, of which you will be kept advised.)

It is requested that reports be mailed to the Federal reserve bank at
the close of business each business day, commencing September 12, 1917, the fig-
ures to include the transactions of the day on which the report is made, and to
be furnished upon forms which will be provided by this bank.

If doubt exists as to the eligibility of any securities of the class-
es referred to, the officers of this bank will be glad to furnish any informa-
tion required.

This request is made pursuant to plans which are being developed by
this bank in cooperation with tho Liberty Loan General Committce of this dis-
trict, with the object of facilitating the financing of the next Government
Loan so as to avoid unnecessary disturbance to the money market. A special
committec consisting of Messrs. George F. Baker, Vialter E. Frew, Gates V.
McGarrah, Chas. H. Sabin, Frank A, Vanderlip, James N. Wallace and Benjamin
Strong, Chairman, has been appointed for the purpose of dealins with this
matter.

"It is the belief of the committee that a prompt response to this
request and the cooperation of the banks to whom it is addressed will be in
the national interest.

The committee will appreciate a response to this letter.

Very truly yours,

Governor.

Digitized for FRASER
http://fraser.stlouisfed.org/

TP T T Tt e ———et e



Dear Sirs:

FEDERAL RESERVE BANK
OF NEW YORK

Soptember 15, 1917.

Referring to our lctter of September 1lth on the subject of

facilitating the financing

in advising you concerning

the figures to be included in the daily reports, as follows:

FIRST:

SECOND:

THIRD:
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Noe 1.  BALANCES OF OUI-OF-TOVN CORRESPONDENTS-
Should not include foreign balances.

No. 4. ELIGIBLE AT FEDERAL RESERVE BANK - Should
not include commercial paper which, at the date
of the report, is pledged as collateral te secure
Governmment depasits,

Ne. 5. ELIGIBLE FOR GOVERNLENT DEPOSITS-- Should
include commercial paper having a maturity at the
time of discount of not to exceed six months, ox=
clusive of days of groce, vhen otherwise cligible
for rediscount or purchase by Fedoral reserve
banks.

Very truly yours,

Secretary.

of the next Government loan, I take pleasure

certain questions which have beon raised as toe

0¥
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FEDERAL RESERVE BANK

OF NEW YORK Sentember 17,1917.

Dear Sirs:

Recent amendments to the Federal Reserve Act and to State laws in this
district have materially changed bank reserve requircmonts, thus clearing the wvay
for cooperation by banks in diverting to the Federal reserve bank some of the gold
and gold certificates which are in gencral circulation among the people or lying
édle in commercial tills ;nd elscvhere. .

The Federal Reserve System was called on during June to supply the large
temporary expansion of credit required by memhur end other banks in effecting the
payments for the first Liberty Loan, and will coabitless be similarly called upon,
to an even greater exteonmt, in the forthceming issue ond in other large financial
operations incidental to our participatien in the war. The recent expansinn and
subsequent contraction of credit may be illus‘rated by the loans and discount of
the Federal Reserve Bank of New York, which were £37,000,000 on June 1, 1917,
$252,000,000 on June 19th, and $73,000,000 on August 8th. It is of importance
to every bank in the country that the gold supply, upoa vhich is based the credit
power of the Federal Reserve System, should be strongthened in every vay possible
aad perticularly by gradually replacing with Federal reserve noies a considerable
part of the gold now in general circulation outside of the banks, and that the
System should thus attgin its meximum strength for the period of war financing
upon vhich we have entered,

It has been estimated that over $600,0C0, 000 of gold coin and certifi=-

cates are in general circulation outside of the Treasury and the banks, and it is
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FEDERAL RESERVE BANK OF NEW YORK

9/11/11.
senerally recognized that for this class of circuletion Federal reserve notes
(vhich are redeemable in gold at the Treasury of the United States and in gold or
lawful money at any Federal reserve bank) would serve equally well, Such a sub~
stitution wpuld, as above stated, result in building up the gold holdings of the
Federal Reserve System and adding correspondingly to its credit power and banking
strength.

Several hundred commercial banis and trust cﬁmpunios in this district
have signified their willingness to cooperate with us in this matter and are
sending in impertant amounts of gold and gold certificates. The cooperation of
the savings banks in the district is also earncstly desired, and I suggest that
you aid in this movement by serting out of your incoming cash the gold certifie-
cates, not paying out any such certificates over vour counter unless especially
requested but, instcad, forwarding to this banlk all you may accumulate in excess
of those you think it advisable to carry as part of your vaulg money. e will
pay transportation charges on such gold certificates, wvhether fit or unfit for
circulation, and either

(a) Furnish you instead, free of exponsc, Federal rescrve
notes of such denominations as vou may desire; or

(b) Place the amount to your cradit in any designated bank
in New York City.

Vle trust that we may hear from you faverably in responsc to this letter
and may have your coopcration which will invelve no added expenso on your part
other than the slight additicnal laber javelved in sorting and forwarding these
certificates.

Very truly yours,

Deputy Governor.
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FEDERAL RESERVE BANK
OF NEW YORK

September 20, 1917,

Dear Sirs:

According to inctructions roceived from the Treasury
Department, we desire to notify you to make rcpayment on Sature
day, September 22, 1917 of § and on Monday, Scp=
tomber 24, 1917 of § of the funds to the credit
of the Federgl Reserve Bank ef New York as fiscal agent for the
United States,

Will you, therefore, scnd us your checks in these
respective amounts to rcach us on the above datco. Kindly
omit interest adjustment until later advice from us is re=
ceived,

Very truly yours,

Assistant Cashier,
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