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EX-OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR
PAUL M. WARBURG, VICE GOVERNOR
WILLIAM G. MCADOO FRED, .l_?wLANO
SECRETARY OF THE TREASURY ADOLFH ¢ WiLL
CHAIRMAN CHARLES S. HAMLIN
JOHN SKELTON WILLIAMS —
COMPTROLLER OF THE CURRENCY F E D E RA L R E S E RV E BOA RD H. PARKER WILLIS, SECRETARY
SHERMAN P. ALLEN, ASST. SECRETARY
AND FISCAL AGENT
WASHINGTON ADDRESS REPLY TO

FEDERAL RESERVE BOARD

June 22, 1917.

Dear Sir:

The till recently passed by Copgress amending the Fed-
sral Reserve Acl has today been approved by the President and has
become a law. A rveviued draft of the Fedzral Reserve Act as amend-
ed has been propared and will be forwarded to all Federal Reserve
Banks and member banks as soon as received from the printer. New
regulations by the Bezrd are in the course cf preparaticn and will
be forwarded to you ir the very near futurs for distribution among
your member banks. In the meantime, your attantion is directed to
Section 10 of the Act in question which amends Section 19 of the
Federal Reserve Act and provides in part as follows:

"Sec. 19. Demand deposits within the meaning of this
Act shall comrrise all deposits pavabls within thirty days,
and time deposits shall comprise all deposits payvable
after thirty days, all savings accounis and certificates of
denosit which are subject to not less than thirty days'
notice befors payment, and all postal saviags desposits.

"Every bank, banking association, or iirust commany
which is 9r which becomes a member of any Federal reserve
bank shall establish and maintain reserve balances with
its Federal reserve bank as follows:

"(a) If not in a reserve or central reserve city, as
now or hereafter defined, it shall hold and maintain with
the Federal reserve bank of its district an actual net bal-
ance equal to not less than seven percentum of the aggregate
amount of its demand devosits and three percentum of its time
deposits.

"(b) If in a reserve city, as now or hereafter defined

’ it shall hold and mzintain with the Federal reserve bank of
its district an actual net balance equal to not less than
ten per centum of the aggregate amount of its demand devosits
and three per centum of its time deposits.

"(¢) If in a central reserve city,as aow or hereafter
defined, it shall hold and maintain with the Federal reserve
bank: of its district an actual net balance equal to not less
than thirteen per centum of the aggregate amount of its de-
mand deposits and three per centum of its time devosits.
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Commnliance with this Section will meke it necessary, in
most cases, Ifor member banks to increzse their talances with ths
Federal Reserve Banks. It is, of course, desirable that these
denosits should be made »romptly, tnt with as little disturbance
to financial conditions as »nossible, and to accomplish this the
cooveration of &ll menter banks is necessary.

Federal Reserve Banks in Usntral Reserve Cities should
reguest their member banks located in such citiss to increzase
their balances with their Federal Reserve Bank in an amount sui-
ficient to comnrly with the new recuirement of the Act, not later

than June Z7th.

In view of the fact that it is to be assumed that Reserve
City benks and countrs banks will be cobliged to draw heavily upon
their Centrel Reserve City and Reserve City corresrondents in order
to meed demands to be wzade on account of the instalments becoming
due unon subscriptions to the Liberty Loan, country banks and Re-
serve City banks sheuld be recuested immediately to build up their
balances with their resmective Federal Reserve Banks by remitting
cash from their own veulis as far as they can do so without im-
varing their ability to care for local needs.

The Board considers it inadvisable to ircrease at this
time the pressure on Reserve and Central Reserve gities by encourag-
ing nheavy withdrzwals from those cities by corres—ondent benks
desiring to make transfers to the Federal Reserve Banks to mset
the new reserve regquiremsnts.

Wi.ils the new law becomes technically effective from this
ate it is, of cuourse, understood that a reasonable time must be
allowsl ior making the necessary transfer of reserve to meet the
equirements of the Act.

If, therefore, member banks continue to maintain with
the Federal Reserve Banks the percentage of reserve required hither-
to, the Federal Reserve Banks may, until July 15th, reasonably re-
frain from imnosing venalties against member banks on account of
deficiency in reserve carried with them. That is to say, failure
to trensfer the cdditional amount required by the new Act need
not te wemalized until afiter July 15%th.

It 1s suggested to Tederal Reserve Banks that it micht
¢ advisable for them, in order to facilitate and expcdite the trans-
r of cash from vaults of wmember banks to the vaults of Federal Re-
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serve Banks, to show literality, as8 far as nermitted by law, in re-
funding to member banks the shipping expenses of currency sent to
Federal Reserve Banks before Jums 30th and in dealing with remit-
tances of gold coin to he exchanged for Federal reserve notes. A
similar policy is suggescied in dealing with State banks desiring to
establish balances with Federal Reserve Banks in advance of becoming
either full members cr members of the clearing system.

It must be svident to all banks that it is to their own
interest to strengtlien as far as possible the reserve and lending
power of their Federal Reserve Banks, the facilities of which are
likely to be usesd sxiensively in connection with the shifting of funds
incident to the nayments to be made on account of Liberty bond sub-
scriptions. Every bank, member and nommember, should, therefore, do
its utmost to strengthen the gold reserve of the Federal Reserve Banks
by promptly transferring such vault money as can be srared and by ex-
changing gold certiiicates and gold for Federal reserve notes, there-
by helping to carry out the volicy adopted for the public welfare
of encouraging, for purposes of general circulation, the use of Fed-
eral reserve notes rather than of gold certificates.

It is hoped that banks in Federal Reserve Cities will make .
a special effort to cooperate with the Central Reserve Cities in at
once transferring to their respective Federal Reserve Banks such
amount of vault money as they can conveniently spare. In case of
demand they can always replenish their currency supply by calling
upon their resvective Federai Reserve Banks.

Respectiully,

Governor.
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