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WASHINGTON ADDRESS REPLY TO

FEDERAL RESERVE BOARD

June 15, 1917*

Dear Sirs:

On May 29, 1917> the Eoard issued a circular letter re
lating to rediscount operations "between Federal reserve "banks, and 
inclosed with that letter a memorandum setting forth the general 
outline of the procedure to be employed in effecting those redis
counts.

All the Federal reserve banks, excepting Chicago, have 
advised the Eoard of their willingness to avail themselves of the 
opportunity afforded by that plan for making a speedy and effect
ive transfer of funds by rediscounts between the various Federal 
reserve districts. That plan was designed generally to cover all 
rediscount operations between Federal reserve banks, it being in
tended to leave arrangements of minor details to the banks them
selves* In view of the fact, however, that the next few weeks 
may create an emergency which will demand immediate transfers of 
funds between reserve banks, the Eoard suggests the following 
modus operand! in order to avoid any delay that might be incident 
to the working out of separate agreements between individual 
banks.

(1) As suggested in memorandum X-I85, inclosed with 
the Board's circular letter of May 29, each Federal reserve bank 
should pass a resolution (Form D attached to memorandum X-I8 5) 
authorizing the Federal reserve agent at each of the other Fed
eral reserve banks to receive and to hold for its account, sub
ject to its order, notes, drafts and bills of exchange which it 
has rediscounted and which are properly indorsed by the selling 
Federal reserve bank.

(2) Arrangements for rediscount operations may be
made either by telephone or by telegram and the funds involved may 
be transferred in the same manner on the same day through the 
gold settlement fund as described in Memorandum X-I8 5*
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(3) Paper which is rediscounted in this manner must 
"be indorsed by the selling Federal reserve bank either in blank 
or as follows:

"PAY TO THE ORDER OF ANY BANK, BANKER, 
OR FEDERAL RESERVE AGENT. 

FEDERAL RESERVE BANK OF

CASHIER."

In order to avoid any undue delay in rediscounting large amounts 
this indorsement may be made by the means of a rubber stamp-

(U) The selling Federal reserve bank should prepare a 
detailed schedule (Regular Form B. D. U) of the paper rediscount
ed. This schedule should be made in triplicate, one copy to be 
sent to the purchasing bank, another to the Federal Reserve Board, 
and the third copy to the Federal reserve agent at the selling 
bank. This schedule need not be prepared in advance. It should, 
however, be prepared as soon as practicable after the rediscount 
operation is consummated, and should contain a detailed list of 
all paper and collateral, if any. Ratings should be furnished 
if the purchasing bank requests them.

(5) The Federal reserve agent of the selling Federal 
reserve bank who acts as custodian of the paper rediscounted, 
should notify the purchasing Federal reserve bank by telegram 
that he has received the rediscounted paper for its account and 
should confirm this telegram by letter (see Form C attached to 
memo randum X-185)*

Enclosed please find a reprint of X-I85., together with 
a reprint of the forms referred to in that memorandum. This re
print is made merely to eliminate references to indorsements "in 
blank," and to eliminate the requirement that ratings of the pay
ers of notes be given with each schedule of notes rediscounted-

Nothing in this proposed plan providing for redis
counts between Federal reserve banks should be construed to inter
fere with the right of any Federal reserve bank to participate, if 
it so desires, in the purchase or discount of notes or accept-
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ances made through the agency of another Federal reserve bank 
without the indorsement of the latter bank* The Board believes, 
however, that the exercise of the rights vested in the reserve 
banks to rediscount paper for other reserve banks necessitates 
the indorsement of the borrowing bank as indicated in this let
ter*

Very truly yours,

Governor*

Inclosures.
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