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There is being sent to yoar bank under séparate cover from the offioce

of the Secretary of the Board, a supply of circulars to be addressed to all

the national banks, state banks and trust companies of your district which

are being asked to subseribe to Treasury cestificates of indebtedness.
There are also being farwarded to your bank frénked envelopes which may be

‘used in sending out the circulars; inasmuch &s the letter is a direct appeal i

from the Board to these banks.

This communication from the Board to the banks draws their attent ion
to the importance at the present time of a judicious cﬁrtailment of credit
granted for so~called mon-essential transactions and it urges the banks to
do their utmoat in cooperating in a policy looking to the gra.dual but gemeral
curtailment of such credits. Aas ‘you may reeall the Board Pr intsd in the
Pederal Reserve Bulletin for April last a statement defigzng its views on

this subject.

This staiement"haa no aoﬁbt had some educational value, but

.

it is evident that eftective sterps in the d:u-ectlon of curtailmg unnecessary

credits have been ta.ken by only a comparatively small number of banks.

'Bxe

situation as regards credlts, however, is now detter unxierstoad, and it is

believ‘ed that. i.f the Federal Reserve bank.s will tollow up the Boara'a ameal

with energ:y and tut, .good results may be achieved 8t this time.

'mxo rammendations maxle in the April stetement are renewad. a.nd it ie
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suggested that the Federal Reserve banks organize, each in its own district,

local groups comprising the leading bankers and business men, and discuss
with them the ways and means of bringing about the results desired. It would
seem that those industries and enterprises obviously catering to extravagances

and luxuries should be oconsidered first. Upon investigation it may develop

that industries of this kind neéd not be closed down, nor their lsbor thrown

out of employment, but that they can be gradually diverted to essential

lines of production and distribution. The War Industries Board end the

Capital Issues Committee are moving successfully and energetically along
these lines, and with the better knowledge of the general principles involved,
it ought not to be difficult now to secure the effective cooperation of

banks throughout the country in dealing with individual credits.

It may be. well to point out that in the interest of successful Govern-
mest finaneing, it would be much better to hold credit within reasonable
bounds by intelligent cooperatiom, rather than to attempt to force contraction

by establishing high discount rates.

Very truly yours,

Governor.

The Chairman of the Board
and Federal Reserve Agent
Federal Reserve Bank of
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