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MEMORANDUM in re
SILVER CERTIFICATES

Py M. W, Jan.25,'18. ' I .

The object of the Silver Certificate'Anepdment is %o prcvide
weans for the payment of things (which we and our Allies bu& in the
Orient) Wifhéut being cbliged to ship‘ golds

12 the consequence of the contemplated 1égislation should be the
tying up of axlarge anﬁunt of gold, the object of the legislation would
be défeate& to that extent. The freeing of our silver uust therefore
not be accompanied by the tying up of our gold to the extent of 65% of
the amount so freed » a condition tha.t would be brought about if for the
amount of silver ;:ertitigates withdrawn we should iséue Federal Reserve
Notes, If that were the case, the entire legislation would not be wotth
while, It wculd be upsstting thirigs wi;chout producing adequate results,

Unless, therefore, the Government éhould ¢are to issue greenbacks
for the t:;.ma' be ing tq the equiya}ez}t ampupt of sii.l'Ve':r ?ertificates, there
is only ome way qui, and that is the issue of Fedexfg; Rese_r&e Bank notes.

It has been suggested that we jssue Federal Resérva Bank notes in
amounts of fives and tens and rely g'pon the ability of the Ireasury fcp
withdraw a sufi‘icient amount of g;'eepbaéks and to k,cAu.t them up i‘r_ltob ones
and twos, There are sgveral.objgct'ipns to this procedure: F}rst, it Y"il,l
dohble the mechanigal operatiéns ﬁécessary. As 1o the speed wzth wb}ch
the process vu;ould progress, we W°“_1d be tied up }w};e. We \{vou;d ‘pe
limited to the speed with which silver gerfi£§cates can be witbd;awn,
and this withdrawal would have to be synchronized with an equivalent

ambunt of greenbapcks that would };;ve to be wi,'thdmvm sim,;lta,ne ops;.y.
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Sedund, both the greenbacke and the silver certificates have to be
cancelled and 1n effect be reissued; for the silver certificates of one
and two-dollars, one and two-dollar greenbacks are to be issued; for the
greenbacks wifhdrawn, five and ten-dollar Federal Reserve Bank potes have
to be issued in order to replace fhe'currency now in use. We havew .to
print twice, therefore, and we have ;9 wait twice, and we have %o ask.

Y

the banks to sort out éur}ency hwice.

In addition, we are destroying reserve money ~ at’this ‘time a process
very undesirable under presehf circumstances. (We drive it into circula-
tion and substitute F. R. notesAin the vaults of F. R. banks and member
banks).‘ - o

Moreover, if Fedéral Reserve Banks issued Federal Reserve Bamk notes
in flves and tens wuthout any direct connoction with the ones and twos:
that have been withdrawn and substltuted by the Treasury, it would be
very difficult tg»geparate the item "Federal Reserve Bank Notes® in ‘our
statempny in‘such a'way as to eliminate it from the'general reserve cal-
culation. Our note issue would appear to have increased by $150,000,000,
while if we issued the ones and twos dlrect ws could establish a separate
item 1n our weekly statenénx,'cail;ng it "One and TWO*DOllar Federal Ro~
serve Bank Notes", and eve;ybody would know that this item has nothxng
to do with ouxr generai bankiﬁg transactions for which $8,000,QCQ Federal

Reserve Bapk notes are already in c;rculat;on -~ everybody would .know

that it xs simply a tenmorary item to be kept out just as long as our
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one and two-dollar notes should be outstanding in substitution for the
silver eertiiica@és. In that sase the five per cent reserve and redemp-
tion fund would form a separate item against these noies and would prob-
| ably belconsidered adequate ana pot'd;aw anj criticism,
When we coms to x‘eissue ﬁhe silver certificates, ani if we had issued
one and two-dollar Federal Beserve Bank notes our process of redemption
would be siu@le, there would be a reissae ocn the part of the Treasury of
Athe ones and twns and an equxvalent withdrawal on our part of the bank
notes. If the Treasufy now puts out gnaéahd twos by cutting up the green-
backé; there will later oﬁ not be‘any redemption of the ones and twos is-
sued, as the greeﬁbagks are not redeemable, aq% the Treasury mey have
”tQ issue silver certificates in fives and tons in competition with the
| Federal Reserwe Banks because, as conceivable, the country will have

been saturated with ones and twos.

I do not gee why we should . | inéist upon complicating fhe proposi-

;ﬂlan As long as we are willing to issue Federal Reserve Bank notes
_ qgainst Government bonds and eertzlicates of indebtedness, there is no

Q;ttarence whether they are fives and tens or ones and twos, _provided
Mq‘iey'ape to be wWithdrawn as soon as silver certificates will be reisaued.
. 1 strongly believe that the proper, modus for us would be to begin
to print the Federal Reserve Bank nnte»ones and twos as soon as the law
s passed and leawe the greenbacks. undistyﬁped at thls tina.~.0¢herwiée.

* we woul unnecessar:l.ly add to the burden of *he wember banks, We have
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to appea.l to them oiten enough nowadays to help us in gettmg in the
gold cert:.ilcates._ We will have to ask thoem to help us in getting in
ths silver goertificates, and I do not think it ia advisables to es eate

any more incenvenience than is absolutely uecessary.

......

P. M. W, = |
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An Act to coanserve the gold supnly of the United States; to permit the
settlenent in silver of trade balances adverse tv the United States; to pro-
vide silver for subsidiary ccirage and for commercial use; to assist the
Allies of the Urited States; and for the above purposes, to stabilize tho
price and encourage the production of silver.

BE IT ENACTED BY THE SENATE AND HOUSE OF REPHESENTATIVES OF THE
UNITED STATES OF AMEAICA IN CONGRESS ASSEMBLED:

Sec: 1. The Secretary of the Treasury is hereby authcrized from time
ﬁo time to mwelt or break up and sell as buklion any Standard Silver Dollars
now or hereafter held in the Treasury of the United States to a total of
$150,000,000, of such Dollars on tha sinulianecas retirement of silver
certificates (if any be ontstanding against such Standard Silver Dollars)
at the rate of One Dollar face amount of such Certificates for each Stand-

ard Silver bollar sold as billien for any of the purposes of this Act on
terms as to price and othsrwise t6 be established from time to time by the
Secretary of the Treasury.

~Sec. 2. Upon the sale as bullion from time to time under the provisions
of this Ac¢t, of any Stondard Silver Dollars, the Secretary of the Treasuly
shHall immdeiately direct the Ditector of the Mint to purchase an amount of
silver equal to 3713 grains of fine silver in respect of every Standard
Siltver Dollar so sold, such purchases to be in accordance wilh ths existins
regulations of the Mint and at the fixed price of One Dollar per ounce of
silver 1,000 fine, de}ivered at the option of the Director of the Mirt at

New York, Philadelphia, Denver, or San Francisco., Silver so scld or so
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purchased pay be sold or resold for any of the ﬁurposes of this Act under
rules and regulations to be establishe& by the Secretary of the Treasury,
and any excess of silver so purchased 6vef and afove the needs for the pur-
poses recited in this Act, shall be‘recoinéd'into Standard Silver Dollars rr
held for the purpose of suchvcoinage. The net amount of silver purchased
"~ shall not, after making allowance for resales, at any tims exceed the amount
needed to recoin any St;ndard Silver Dollars theretof ore sold as bullion
under the provisions of this Act and such purchaéas shéll contihue until

an amount of silver shall have been purchased, sufficient, after naking
~allovance for resales, to recoin all Standard Silver Dollars theretofore

s0ld under the provisions of this Act. PROVIDED, HONEVER, that whenever the

. Secretary has sold silver bullion to the extent of $10,000,000 he shall dis-

ntinue guch sale until h s purchased or contracted to purchase an

. equal amount of such bullion for coinage purposes éiﬂg price not to exceed
.‘jgg price at which such bullion was sold by Kim, |
, Sec. 3. Silver nay be sold as bullion under authority of this Act,
for the purpose of conserving the gold supply of the United States; of
-facilitating the settiement in si%ver of trade balances adverse to the
United States; to provide silver for subsidiary éoinage, and for commerciel
use, or -to assist the Allies of the United States. The allocation to the
Director of the Mint for sub31d1ary ¢oinage of any silver shall, for the

purposes of this Ae¢t, be regarded as a sale or resale.
1/28/18
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SUBMITTED TO BOARD, January 28
by Mr. Strauss through Governor Harding.

An act to conserve the gold supbly of the United States)
to permit the settlement in silver of trade balances adverse to
the United States; to provide silver for subsidiary coinage and
for commercial use; to assist the Allies of the United States; and
for the above purposes, to stabilize the price and encourage the
production of silver.

BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES OF

THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED.

Sec. 1. The Secretary of the Treasury is hereby authorized from
time to time to melt or break up and sell as bullion any Standard Silver
Dollars now or hereafter held in the Treasury of the United States to a
total of $150,000,000, of such Dollars on the retiremsnt of Silver certifi-
cates (if any be outstanding against such Standard Silver Dollars) at the
rate of One Dollar face amount of such Certificates for each Standard Silver
Dollar sold as bullion for any of the purposes of this Act on terms as to
"price and otherwise to be esteblished from time to time by the Secrstary of

the Treasury.

Sec. 2. Upon the sale as bullion from time to time under the provisionms
of this Act, of any Standard Silver Dollar, the Secretary of the Treasury
shall immediately dlrect the Director of the Mint to purchase an amount of
silver equal to 371% grains of fine silver in respect of every Standard
Silver Dollar so sold, such purchases to be in accordance with the existing
regulations of the Mint and at the fixed price of One Dollar per ounce of
silver 1,000 fine, delivered at the option of the Director of the Mint at
New York, Philadelphia, Denver, or San Francisco. Silver so purchased may
be resold for any of the purposes of this Act under rules and regulations
to be established by the Secretary of the Treasury, and any excess of silver
so purchased over and above the needs for the purpoeses recited in this Act,
shall be recoined into Standard Silver Dollars or held for the purpose of such
coinage. The net amount of silver purchased shall not, after naking allow-
ance for resales, at any tize ex¢eed the amount needed to recoin any Standard
Silver Dollars theretofore sold as bullion under the provisions of this Act
and such purchases shall continue until an amount of silver shall have been
purchased, sufficient, after making allowance for resales, to recoin all
Standard Silver Dollars therstofors sold under the provisions of this Act.
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Sec. 3. 'Silver may be sold as bullion under authority of this Act,
for the purpose of conserving the gold supply of the United States; of
facilitating the settlement in silver of trade balances adverse to the
United States; to provide silver for subsidiary coinage, and for commercial
use, or to assist the Allies of the United States. The allocation to the

- Director of the Mint for subsidiary coinage of any silver shall, for the
~ purposes of this Act, be regarded as a sale or resale.

Sec. 4, In order ® prevent contraction of the currency, Federal R~
serve Banks may be permitted or required by the Federal Reserve Board, to
issue Federal Reserve Bank Notes, in any denominations authorized by the
Federal Reserve Board, against the security of United States Certificates
of Indebtedness, or of One Year United States Gold Notes, in an aggregate
arount not to exceed the amount of Silver Dollars melted or droken up and
s0ld as bullion under authority of this Act.

_ " The Secretary of the Treasury nay, at his optioa, extend the
tine of payment of wmaturing Certificates of Indedtedness held as .security
for Federal Reserve Bank Notes for a period of not exoeeding one year at any
one extension, and the deposit of Certificates of Indebtedness by Federal Re-
serve Banks as security for Federal Reserve Bank Notes under authority of
this Act, shall be deemed to constitute an agreement on the part of the Fed-
eral Reserve Bamk making such deposit, that the Secretary of the Treasury
may so extend the time of payment of such Gertificates of Indebtedness or
way pay such Certificates of Indebtedness in advance of maturity.

As and when Silver Dollars are coined out of bullion purchased

“" under authority of this Act, or Silver Certificates are issued against bul-

lion held for such coinage, Federal Reserve Bankes may be required by the Fed-

eral Reserve Board to retire Federal Reserve Bank Notes in an amount equal to

the amount of Silver Dollars coined, or Silver Certificates issued, hereunder,

and, in the discretion of the Secretary of the Treasury, Certificates of

Indebtednegs deposited as security for Federal Reserve Bank Notes may at

such time be paid off and canceled. '

1 When Federal Reserve Bank Notes are issued under authority of
. this Act, against the security of Certificates of Indebtedness or One Year
- Gold Notes of the United States, the tax on such Federal Reserve Bank Notes
shall be s¢ adjusted that the net return on such Certificates of Indebtedness,
or One Year Geld Notes, calculated at par, shall be equal to the net return
on United States Two Per Cent Bonds, when used to secure Federal Reserve
Bank Notes. .
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Nothing in this Act shall be construed as repealing
.or restricting the right of Federal Reserve Banks to issue Federal .
Reserve Bank Notes under authority of Section 4 of the Federal Reserve
Act. ' '

, Excopt as herein provided, Federal Reserve Bank Notes:
issued under authority of this Act, shall be subject to all existing
laws relating to the issue, redemption, and retirement of Federal
Reserve Bank Notes iesued under authority of the Federal Reserve Act.
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