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Y Doar Sir:

Bovoral jnquiries havo beon mado during tho past
fow months as to possibilitics of simplifying the prosont
plan of opcration in handling rodiscounts betwson Fodoral
Rosorvo Banks,

The attachod memorandum has bocn proparcd dy tho.
Statistical Division; and it weuld ba approeiatod if you
will ploaso givo tho findogsignod tho bonefit éf your

criticisms or suggostions, proforably by witcs

Very truly yours,

Acting Socrotarys
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August 27,1918, 446

REDISCOUNTS BETWEEN FEDERAL RESERVE BANKS.

Thoro is submittod bolsw a plan for handling rcdiscounts bctwo?n
Foderal Rescrvc banks which it is belicved will effoct as grecat a saving
in clorical work as is possiblc undor tho proscnt laws

(1) When one Fedoral Roserve bank rediscounts tho papor of anothor
it will bc nocossary for tho discounting bank to cndorso all papor and
furnish thc recdiscounting bank and tho Fodoral Rosorve Board with a state-
mont on Schodulsc BD - 4 or 7 showing tho idontification numbor, the namo
of sach makor , thu dus dato] tho maturity valuo, and ths rato at which
rodiscountod.

(2) Crodit should be givon by tho rcdiscounting benk, in the daily
sottloment or by transfor if nocsssary, for tho ontirs maturity valuc of
the papor without duduction for unoarncd discount.

(3) Instoad of firuring discount on oach picco of paper scparatcly
" it will be sufficient to calculato tho discount on thc ontirc amount for
on: day and to crodit th: rodiscounting bank daily, or at and as of cl#so
of busincss cach Friiay, wlsocon ths last day of cach month with tho amount
of discount thon accrucd; or discount may be accrucd daily on tho samo
basis as intorost is now accruc8 on U.S. bonds and sottlomont nado botwoon
tho banks whon ths rodiscountod papor is rodocmod or at such othor time or
timss as may bs agrocd upon. It will b assumed undcr this plan that tho
papor is rodiscountod for the cntire poriod it has to run, although the
discounting bank may rcdoom ths paper at any time by mercly croditing tho
rocdiscounting bank with tho maturity valuc of thc paper plus thc amount of
discount accruzd, if any. If the paper is rodcomed as above boforo maturity
dato tho Board should bo furnished with a statoment to ths cffoct that
_ paper rodiscountcd with Bank "A™ on a given date, as shown by Schodulo
. No.______ datcd was rodecmed on .

(4) In casc tho abovc plan is adopted , bookkcoping cntrics in connsc-
tion w1th carnod and uncarnsd discount could bs redo as follows:

By Discounting Bank: Dobit uncarncd discount and crcdit
cithor tho rodiscounting bank or
discount accruod on rodiscounts
(1iability itom),

By Rocdiscounting Bank:

Crodit camcd discount and dobit
cithcr the discounting bank or
Discount accrucd on rodiscounts
(asgct itom).

_ It is of coursc assumod that undsr this plan thc rodiscounting Foderal
Resorve bank will carry the paper recdiscountcd on its books at its maturity
valuo rogardloss of the poriod for which tho discounting bank may dosire
accommodation, In view of thc fact, howovor, that Fodecral Roscrve banks
filc thoir bill heldines according to maturity datos it is thought that
vory littlc oxtra work will be nocogsary in ordor to comply with the wmatur-
ity classification shown on form 34.
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