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My dear Mr. Burket

Referring to our conversation this morning I wish to say that the 
Board has received assurances from the Federal Reserve Bank of Cleveland 
that it is anxious to carry out the Board's wishes with reference to the 
establishment of a branch in Pittsburgh, but it will probably be neces
sary to establish a branch also at Cincinnati, and it is felt that if 
two branches are established in the fourth district, with an independent 
territory assigned to each, the business of the Federal Reserve Bank of 
Cleveland will be greatly curtailed, and the unity which is essential 
for the conduct of large financial operations, to a great degree de
stroyed. In addition, the expense is a factor which must be considered.
Our estimates are that it will cost not less than $50,000 a year to op
erate a branch. For two brunches this would amount to $100,000, which 
would be a very severe drain upon the income of the Federal Reserve Bank 
of Cleveland. The Board recognizes however, and we believe that the 
Federal Reserve Bank of Cleveland agrees, that it is important that the 
banks of Pittsburgh, - a great industrial center and one of vital interest 
to the Government during war times especially - should be able to conduct 
their business with absolute assurance of safety.

The Board has now under consideration a tentative plan which it 
desires to discuss a little later with the directors of the Federal Re
serve Bank at Cleveland, for the establishment of a branch at Pittsburgh 
to be operated under bylaws which will not provide for the division of 
th® fourth Federal reserve district into any specific territory for each 
branch or for the carrying of reserves at any place other than the Federal 
Reserve Bank of Cleveland, The plan is to give the branch at Pittsburgh 
full powers, except that of making daily rediscounts; to carry an adequate 
supply of Federal reserve notes in Pittsburgh, in the clearing house vaults 
or in son® way satisfactory to the banks of Pittsburgh and to the Federal 
Reserve Bank of Cleveland, and to provide that in cases of emergency dis
counts may be made in Pittsburgh so that these notes may be released im
mediately to the banks without risking any delays in transportation. At 
the same time it is suggested that the branch bank operate a transit de
partment and that all banks in Pittsburgh as well a3 those in other portions 
of the district nay send their checks for collection to this branch. For 
instance, banks in Youngstown, could send to the headquarters bank in 
Cleveland such checks as would naturally go to Cleveland for collection 
and could send to Pittsburgh the checks which would naturally go to that 
point. Items in process of collection are not available as reserves, so it
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nakes no difference either to the banks or to the Federal Reserve Bank 
where the float is carried, but as soon as the items are collected they 
would be placed to the credit of the member banks and the headquarters 
bank at Cleveland advised. The Cleveland bank could require the Pitts
burgh branch to make remittances from time to time of the balances which 
have been actually collected. It seems to the Board that the operation 
of a branch along these lines would be a comparatively simple matter and 
the expense involved would not be nearly so great as would be the case if 
we attempted to assign banks to a separate territory and to give the branch 
the privilege of making daily rediscounts, which would require a more elab
orate machinery. At the same time, the benefits to Pittsburgh will be just 
as great, for the.banks would feel secure in knowing that they had within 
immediate reach in case of need a supply of notes equal, at least, to the 
amount of reserves which they are carrying in Cleveland, and the associated 
banks of Pittsburgh would no doubt be able to dispense with many clerks 
now employed in their transit departments as they could send most of their 
items to the branch bank. In addition, they could make their own local 
transactions by transfers 'of credits on the books of the branch bank. The 
Board would suggest however, in view of the saving that would be made by 
the associated banks of Pittsburgh, that they consider contributing for the 
first year, or two, until the branch was shown to be self-sustaining, say, 
50$ of their saving in clerk hire to the support of the branch bank, as
suming that the associated banks of Pittsburgh would save $30,000 a year 
by conducting the bulk of their transit operations through the branch bank, 
could they not afford to contribute one-half of this, or say, $15,000 a 
year to the expense account of the branch*

As I told you this morning, I can aggange to be in Pittsburgh on 
Friday, the 5th of October, and it is possible Mr. Delano, who is my col
league on the committee which is considering the establishment of branches, 
will be able to meet me there on that date. If agreeable, we would like 
very much to have a conference with the banking interests of Pittsburgh at 
that time, with the view of talking the situation over with them and of 
ascertaining just what arrangements can be made for the proper location 
and management of a branch. We would of course, expect to ask Mr. Wills, 
Federal Reserve agent at Cleveland, to meet us there at the same time. 
Please let me know if it would be agreeable to the Pittsburgh bankers to 
discuss these matters with Mr. Delano and myself on the date indicated.

Very truly yours,

(Signed) W. P. G. Harding.
Hon. James Francis Burke,
Pittsburgh, Pa. Governor.
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