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Dear Sir:
nave

Inclosed herewith is a table showing the discount rates which/ 
been approved by the Federal Reserve Board as of December Sth. This 
table shows the changes which were made by all the Federal Reserve Banks 
at the suggestion of the Board, except in the case of the Federal Reserve 
Bank of New York, which, because of conditions of a local character, has 
asked that action be deferred until December 15th;

The" table will show greater uniformity in the rates established 
by the eleven banks which have, acted than has existed heretofore. It 
has been the desire of the Board to simplify the rate schedule and the 
means of acting upon changes in rates. There are now only two schedules 
for fifteen day paper, .one for commercial paper an.d collateral notes se
cured by commercial paper, (including commodity paper and.trade accept
ances) and th9 other for collateral notes and customers1 paper secured 
by Government securities. Heretofore there were four rates, as some 
banks charged a different rate for a note secured by commercial paper . 
than for fifteen day commercial paper discounted, and some had a rate 
one-half per cent higher for member banks1 customers* notes secured-by 
Government securities than for a collateral note secured in the same way. 
Some banks had a special quotation for . the fifteen day trade acceptances.

In telegrams which were exchanged between the Board and the 
banks some confusion has arisen because of difficulty in describing the 
character or maturity of the paper to which the rate referred. In 
order to avoid this in the future there has been inserted in the table 
a code word at the head of each classification of paper, and hereafter '
in telegraphic correspondence regarding rates the.se code words will be 
used. An additional code word has been inserted for bankers' accept-, 
ances, and two additional code, words appear for-commodity paper having 
from 16 to 60 days -and from 61 to 90 days to run, for use by such tanks 
as still maintain a quotation for this kind of paper, although for’the 
time being the rates are the same as on ordinary commercial paper. Tho 
fifteen day rate for commodity paper should remain merged with the 
fifteen day rate for commercial paper, even though a special rate fo” 
longer time commodity paper be reestablished later on.
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It should be understood that fifteen day trade acceptances 
will be taken under whichever classification nay be the lower. To 
illustrate, one of the banks has a trade acceptance rate of 3a$> for 
1 to 60 days and a fifteen day commercial paper rate of 4$. Fifteen 
day trade acceptances v/ill according be taken by that bank at 3^.
At another bank the rate is 3j$ for trade acceptances from 1 to 60  ̂
days and 3J& for fifteen day conmercial paper. In that case the trade 
acceptance would be taken at the commercial paper rate of 3p. The 
Board is of the opinion that when commercdal paper or trade acceptances 
have run down to fifteen days, the difference in classification is not 
of sufficient importance to warrant a special quotation.

Very truly yours,

Governor.
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