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MEMORANDUM.
December 8, 1917,
Thore are at present 7,678 National banks. Of this numbaf

7428 have circulation and there are outstandiing and in the hands
of National Banks unissued at tho sresent tirs (Decembor 1, 1917)
$717,052,065 of nationzl bank notes.

While the backs of national bank notscs are identical, cvery
national bank issuing notes has to maintain spscial plates; and
on account of the great number of banks, and different denominations
the Burecau of Engraving and Printing is obliged to maintain ajyrrox—
imately ll,bOO rlates for different banks ~ at lcast one sel for each
national bank availing itself of the circulatinn priviiege. Although
the Bursau of Engraving and Printing is reimbursed for this sxpeuse,

it greatly hampors it in nuking rapid proauction of notos; and the

oxyense of redewption is, of course, enhanced in equal yproportion.
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It is very desirable at the prcsent time to minimize
in éVery foasiblo way th: work of the B;reau of Engraving and
Printing, this Bureau boing very sevorly'overtaxod by tho de=
mends upon it for the printing of bonds, revenws stamps, war

savings stamps, Unitcd States currency, Fedoral roscrve notes,

otc.
Three nmethodis havs suggested thomselves as possible ways
of attacking the rroblem =~ there are doubtless others:

. First: To adogt a standard national bank note with
a blank space upon which tho nams of the
bank, and the name of the president and
cashier if necessary, may be pgrinted as a
separate operation. This will probably
require special 1$gislation.

Second ~ To rrovide so that cach national bank depositing
bonds with the Conptroller of the Currency for
circulation will deposit these bonds as now,
but deposit then in trust for the Federal Re-
serve Dank of its District, Instead of issuing
national bank currency, the Comptroller will

issuo Federal heserve Bank currconcy of the
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Districi, which currency will be sent direct o

the applying bank, The bank rsceiving tho cuviewny;

will bs relioved of all expense of maintaining

plates and of relom;tion, becausc that exrense

#4111l bs borns by th: Fedorul Rescrve Bank., If

for oxarmple, a Bank in Utah depksits $50,900

of bonds with ths Comptrollsr of thoe Currency

it will reccive $50,000 of San Francisco Fod-

oral Reserve Bank currency, subject to the

usual rodormption funi requireuwsnts. The

Federal heserve Bank of San Francisco will

redesem and replags unfit notes zs thoy como in,

The offsct upun tho Bursau of Engraving and

Printing w~ill be thzt instedd ¢f 11,000 Natiun-

al bank noitc plates, it will be rogquirod {to main-

tain only 60 platcos (12 sots) for Fodoral Roserve

Bank currorcy. It is pussiblo that this plun wmight

be worksd wat by moans of rogulation by the Comp-

trollor of the Curroncy withcut chango in tho law,
Thirl - Scetion 18 of the Fodural Rssorve Act proviling for tho

convorsicn of 2% bunis with circulatiun privilegs

intc 3% bunds, might bo molificd sc as to make it

mere affogtive. A 3% short-time conversicn bend -

say ton yoars - might bo issucd with the ;rivilege

¢f eirculatiun when the boends ars hold by Fodoral

Reserve Banks, but subject to a tax of, sey, 13%
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or even 2% on circulation. Natiomal banks

might sell their 2% bonds to Federal Rcserve
Banks for the aforesaid conversion bonds, giv-
ing up thair eirculaticn at the same time, and
Federal Reserve Banks wculd immediately there-
after by back the bonds and issue circulation

to the national banks covering ,the bonds.

This would operate the same as plan 2, in respect
to making 60 plates of Federal Reserve Bank unotes
take the place of 11,000 plates of national bank
notes, and would also.héve the effect of redeeming
and getting out of the way as quickoy as possible
the 2% bunds with conversion privilege, this hav-
ing been one of the objects of the framers of the

Federal Resarve Act.
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