
..... 
TOPICS FOR DISCUSSION AT CONFERENCE WITH GOVERNORS OF 

FEDERAL RESERVE BANKS, JULY l, 1918 .. 

1. Curtaill:oont of credits 

11. Discount rates at Federal Reserve banks 

X·l032 

(a) Method of extending "to each rcomber bank such discounts• 
advancerr..ents and acC':llllilOdat.ions as nay be safely and 
reasonably rrade wit~ duo r0gard for the claims and 
derrands of other n:embe r bar.ks .. " 

{b) Proposed differcntic'l.l abc•Jo official discount rate 
to apply to of forings cf ;;:Ylu~~or banks in excess of 
their required reserve ba:!.o.nco or ::r.ultiplcs thereof. 

(e) ~amorandum of Honorable A~ Ca Miller. 

(d) Letter of Honorable Charles s. Hamlin. 

lll. Interest rates paid by member banks on bank balances and doposits. 

(a) Discussion of r:r.ethod for st:lnd.ardizing rates and 
preventing undue competit:i.on botween banks for deposits. 

IV. Indirect discounts for non-member banks. 

(a) Effect of such accorr.rnodatioh through member banks upon 
Federal Reserve banks and their membership. Should 
limitations bo imposed upon such accommodations? 

V, Branches and Agoncios. 

(a) Arc uniform by-laws for branchos desirable? 

What considerations should govern in tho ostablishrrant 
of branches? 

Is it dosirab~o to establish agencies in local financial 
or industrial centers whore branches are clearly 
inexpedient? 

VI. Exchange rates. 

{a) Is it expedient at this time to regulate charge-S'• which 
~ay bo made by mombor banks on checks deposited with 
them which are cleared through the Federal Reserve banks? 
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VII. Inter-district clearings. 

(a) Time allowances are basad at present upon time 
in transit to each Federal Reserve bank1 plus 
additional time for actual collection of intra­
district items, transfers of actual collections 
being rrade by wire. In order to protect Federal 
Reserve banks from excessive float, exchange on 
other districts is purchased by Federal Reserve banks 
from member banks at a discount. 

Is it f~sible or desirable to extend time allowance 
so as to provide for rrail transfers between Federal 
Reserve banks, thus enabling the Federal Reserve 
banks to take oxchange from member banks at par and 
involving a redistribution of the float among the 
member banks and their customers? 

VIII. Federal Roserva Exchange drafts. 

(a) To what extent are these instrurr~nts being used and 
do banks which use them promptly advise Federal 
Reserve banks of their drawings? 

Should Federal Reservo exchange drafts, when properly 
advised, be made instantaneously at any Federal 
Reserve bank and cleared through the gold settlement 
fund? 

IX, Bankers Acceptances. 

(a) Are they baing paid in actually collected funds on 
day of maturity, or if not, is penalty of one dayfs 
additional interest imposed where checks are 
received payable the next day thrpugh the local 
clearing house? 

X. Fiscal Agency operations. 

(a) Discussion of plans for sale of current issues of 
Treasury certificates and for redeposit and with­
drawal of funds. 

XI, Negotiations with for0ign Governrrents involving shiprr~nts of gold 
six rr.onths after the conclusion of the war. 

('a) Plan for division of this liability among all Federal 
Reserve banks in an equitable proportion. 

XII. Adjustm3nt of employes' salaries. 

(a) How best effectedj general discussion of salary 
question with recOI!l:Ilendat·ions, 
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EX·OP'FICIO MEMBERS W. P. G. HARDING, GOVIRNOR 

'. WIL;o;o\ ...... McADOC 
PAUL M. WARBURG, VICE GOVIRNOR 
FREDERIC A. DELANO 

SECRETARY OF THE TREASURY ADOLPH C. MILLER 
CHAIRMAN CHARLES S. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD H. PARKER WILLIS, SEcd'MtRY 

SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

June 281 1918. 

Dear Governor Harding: 

I have read very hastily Dr. Miller's xr.en:orandum. As 

I understand it, he favors a substantial increase in all rates 

of discount of Federal Reserve Banks, including the 4 ~1r ctnt 

rate on 15-day collateral notes. His purpose seems to be to 

force contraction in non-essential industries and to indicate, 

as he says, 11the desire and expectation of the Federal Reserve 

System that it is not to ~e xrade so easy for member banks to 

carry the certificates as an extra that they deed do nothing to 

curtail." 

The position taken by him that the discount ~te is 

the instrument by which the Federal Reserve Bank should control 

tho credit situation, wowld appear tc: be sound in norrral times, 

but I wish to point out that his argunent logically would seem 

to require the putting up of all Federal reserve rates a1ove 

cornnercial rates,fior this is their normal position, unless for 

special reasons the reserve banks desire to reduce corrmercial 

rates, in Which case by putting down Federal Reserve Bank rates, 

the desired reduction c·ould be accompliehedv 

The present tirr.es, however1 are not normal~ Today 

war is the normal condition; and1 to my mind~ we rr.ust approach 

this rate question with a view to present cor..ditinns, T a;:n 

X-1035 
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inclined to believe that a general increase in rates would have little 

effe~ in the way Of contracting, or wiping out, the non-assen'tial 

industries. To my mind, it would be much more efficacious .if we were 

to ration credit exactly as we now havo to ration food, and in that 

way directly control non-essential industries. I think it is clear 

that a great deal of this has already been done by the banks through-

out the country. 

Dr. Miller points out that our reserve dropped between 

June zz, 1917, and June 21~ 1918, from 71~6 per cent to 63.4; and 

he seems to think that our reserve situation is perilous. While 

these figures are accurate, they do not accurately show the ;'\'hole 

picture. On April 51 1917, when we entered into the war, our cash 

reserves were 83 per cent, vvhile at the end of November they had 

fallen to 63.2 p~r cent, thus revealing that the placing of 6.5 

billions of loans had pulled down our reserves about 21 per cent. 

There is, however, another more roseate view of this picture. On 

January 15, 1918, the last instalment of the Second Liberty Loan 

was due. On January 18, our reservJs were 65.2 p0r cent, while 

on June 21 1 1918, they had fallen to 63~4 or a decline of onl~ 

1.8 per cent. It should be remembered that during this p3riod 

about 80 per c:mt of the Third Liberty Loan has been paid, and 

this, to my mind, tends to show that our reserve situation is not 

in as great peril as Dr. :W..iller fears. 
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On June 191 1918• the Secretary of the Treasurr offered 

750 million dollars of Treasury Certificates. beuing interest fr0111 

June 25. This offer has :. been before the people for nearly two weeks 

and the :subscription closed on July 2nd. Meanti:rr.a, the Federal reserve 

banks have given no notice whatsoever to the banks of any .purpose ·to 

advance the rates on cbllateral 11otes secuted by these certificates. 

It would seem to me that to increase rates on these certificates at the 

present tirr.e or in the near future, unless some startling new situation 

develops, would ,savor of bad faith with the banks which have taken these 

certifiates• 

It seems to me th• :banks had a right to assua:• in the avsence 

of solt8 notification from the Federal Reserve Board, that no ir.rmedi&te 

,t t: chugs - at least in these rates - wa.s contemplated. 

_.., .. 

I believe the discount of member banks' notes secured by 

United States bonds or Teea.sury Certificates. is largely confine4 to 

.·operations in the way of financing the Government by the JUrchaee of 

thea~ certificates. For the Whole system, on June 21• abaut 50 per 

cent of the total bills discounted, excluding acceptanc-•;, consisted 

of :member banks' collateral notes, of which about 92 per cent were 

sevure4 by Liberty Bonds or Certificates. At the Federal Reserve Bank 

of New York on JQne 21, about 65 per cent of the total bills discounted, 

excluding acceptances, consisted of member banks' collateral notes, on 

which all of the collateral was Liberty Bon~!! or Certificates. 
. I 

5 
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I believe we should move very cautiously and conservatively 

in the n:a.tter of increasing rates, and especially on member :hanks' 

09.llateral notes. In a matter such as this I shoUld place great 

reliance on.the judgment of the Federal Re3erve Banks of New York and 
' 

Chicago.. They are in .the field., and. I should hesitate to disregard ~their 

judgment·~ u1l1es~ it were shORn beyond a reasonable doubt that their 

~ud.g.UJ$nt is in error. I do not know trkt their judgment is, and regret 

that I can not be at the meeting, but I have given you. my views very 

hasti;ly 1 for s\\oh use as you may care to put them to. 

Very truly yours, 

• •~ " r 

c. S. HAMLIN. 

Hon. w. P. G. Harding, 
Governor, .Federal Res~rve Board • 
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OHICE OF THE GOVERNOR WASHINGTON 

. .. 

July 2 • 1918. 
:. 

Receigt is a~kDONleclge4 of your tele­

gram of the lst instant urging the establishment 

~f a branch of the Federal~ Beser.ve l3ank of st.. Louis,. 

at Little Bock,. Arkansas. 

!here is not a quorum ,f the Board in 

WaahiJig't.cm this we.ek, but the subject will be brought 

up for consideration at an early tmeting,. at which 

time I Will .take pleasure in bringing your telegram . . . 
to the ,attention of the Board. 

Very truly yours, 

~arnor • 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



EX-OFFICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 

FEDERAL RESERVE BOARD COMPTROLLER OF THE CURRENCY 

WASHINGTON 

July 3, 1918 .. 

Dear Sir: 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 

ADOLPH C. MILLER . :1 
CHARLES S. HAMLIN ~ 

H. PARKER WILLIS. SE~ft'rARY 
SHERMAN P. ALLEN. ASST. SECRETARY 

AND fiSCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

Xl039. 

The attention of the Federal Reserve Board has been called to the 

fact that because of the limitations of Section 5200 of the Revised Statutes, 

rr~~Y of the ~ler national banks are unable to take care of the needs of 

their customers engaged in the canning business. The canning season is now 

about to begin and the Board is inforiT~d that additional accommodation 

covering a period of about four months 1 will be required by rrany concerns 

engaged in this business. 

It appears that although the canning industries have sold their 

output in advance, they are unable to realize on these .. sales until deliveries 

can be made. !n the meantirr~ they are in need of funds with which to purchase 

waterials and to meet payrolls. The increased cost of labor and materials 

and the deiTands for larger production ~ake their needs greater than usual. 

As the canning industries are located rrainly in the small tm\~S 1 few of them 

have established connections with larger banks in the cities, and have relied 

hitherto upon local accommodation. 

The suggestion has been nade that the city banks extend direct 

credits to the canners upon the recommendation of local banks. While the 

Federal Reserve Board does not feel warranted in recommending to member banks 

in the financial centers that credits be extended to custom0rs of other member 
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banks in the circumstances recited, it does feel however~ that it would ba 

desirable to have the facilities of the Federal Reserve System rr.ade avail-

able as far as practicable in the present emergency" In order .• therefore, 

to afford some measure of relief, it is suggested that y~~ c~nicate with 

some of the larger banks in your district and ascertain if they would be 

willing to cooperate with the srr.aller banks in the canning districts by 

extending temporary cradits to such canning enterprises as rray be able to 

make a satisfactory showing as to their financial conditiono 

Very truly yours.~ 

Governor. 

The Governor, 
Federal Reserve Bank, 

9 
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EX~OFFICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF' THE TREASURY 

CHAIRMAN 

COMPTROLLER Of THE CURRENCY FEDERAL RESERVE BOARD 
JOHN SKELTON WILLIAMS 

WASHINGTON 

Jv.ly 3:; 1918. 

Dear Sir: 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 10. CHARLES S. HAI~tLIN 

H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND fiSCAL AGENT 

ADDRESS REPL. Y TO 

FEDERAL RESERVE BOARD 

X1.040. 

It appears that there is no uniformity in the sever-d.l :r.'ederal 

Reserve districts as to the method of figuring discount on trade accept­

ances. In some cases interest is figured on a basis of 360 days to the 

year and in others} 365 days. 

In the opinion of the Board, it is desirable to have a unifor.m 

method established, particularly in view of th·> frequent rediscount opera-

tions between Federal Reserve banks. It is therefore sugg~sted that discount 

calculations be based upon the actual number of days that the acceptances 

have to run, and that interest tables, based on 360 days to the year, be used. 

The Board has already advised all Federal Reserve banks that 

actual and final payment should be re.ceived by the banks holding these accept-

ances on the day of their ~aturity, and that in cases where payment is ~ade 

by check on a member bank payable through the clearing house the next day, 

discount for one additional day should be charged. 

Very truly yours, 

Governor., 

The Governor, 
Federal Reserve Bank, 

., • 
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EX·OP'F'ICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

July 5, 1918 .. 

W. P. G. HARDING, GOYIRNOR 

PAUL M. WARBURG, YJCE GoYIRIRi. 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

H. PARKER WILLIS. SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AliEHT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

x-1042 

Dear Sir: 

I inclose herewith, for your information, 

copy of a letter which has been addressed -to Major-

GeneralCrowder, Provost Marshal General, together 
< 

with memorandum of Counsel, asking that bank employees 

be not classified as engaged in rl·n-essential work. 

Very truly yours, 

Governor. 
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Mo.jor-Generul E. H. Crowder, 
Provost Marshal General, 
Washington, D. c. 

S i r : 

J'uly 3, 1918 .. 

The Federal Reserve Board's attention has been 
called to the fact that in view of your announcement of 
June 21, 1918, which contains several important rulj~gs 
explanatory of the recent "Work or Fight" regulations, 
some of your local Boards are disposed to classify bank 
clerks as engaged in u non-productive employmen·t. 

This office ha~ received a number of letters 
from officers of Federal reserve banks, and other banker, 
indicating a very well-defined apprehension that the or­
ganization of the several banks may be so seriously dis­
rupted as a result of this interpr&t~tion of your order 
it will be difficult, if not impossible, for the banks to 
successful perform the services required of them by the 
United States Government. · 

The Federal Reserve Board does not desire to 
ask f~r;ti~mption from military service of any non• 
essential employee nor does it advocate the exemption of 
bank employees as a class. The forces of the several 
banks have already been materially depleted by the lose 
of men of the draft age and their places are being filled 
as rapidly as possible by older men or by women. The 
bank officials will continue to replace as rapidly as 
possible those who, in due course, are called to military 
service but if the forces of the banks are to be further 
depleted by a reclassification of those of draft age and 
by their transfer to other employments, it will be difficult 
for the banks to meet the increasing demands made upon them 
by the Government in the conduct of its fiscal affairs. 

x-1042. 

I am, therefore, taking theliberty of submitting 
for your consideration a memorandum prepared by Counsel for 
the Board which deals primarily with the public or Govern­
mental services performed by the several banks. It is hardly 
necessary to emphas~ze the importance of maintaining the 
efficinncy of the machinery used by the Government in the 
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conduct of its fiscal affairs at the present time and the Board, 
therefore, hopes that upon consideration of all the circumstances 
you may feel justified in instructing the local Boards not to 
treat bank employees as engaged in a non-productive occupation or 
employment. 

It is the understanding of this office that the provision 
contained in the regulations issued May 23, 1918, to the effect 
that "sales clerks and other clerks employed in stores and other 
mercantile establishments are engaged in non-produc·Hve employments" 
has been construed as including bank employees~ If it •vas so 
intended it is hoped that you will consider the advisability of 
modifying this order so as to give the banks at least a reasonable 

.time within which to reorganize their forces if you do not feel 
justified in class·ifying bank employees as engaged in a productive 
occupation or employment. 

Respectfully, 

W. P. G. HARDING 

Governor. 

13 
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July 3, 1918. 

Status of bank employees under selective service regulations issued by the 
Provost Marshal General, May 23, 1918. 

fu.LEMORANUDM FOR THE BOARD: 

General, 
Under regulations issued by the Provost Marshal 

"Sales clerks and other clerks employed 
in stores and other mercantile establishments are engaged 
in nonproductive employment,.n 

The question ariees whether banks should be 
treated as coming within the class of "Other mercantile establish­
ments". This, of course, depende uporl whether the Provost Mar-
shal GeD~l intended this language to be so construed. As the 
business engaged irt by banks under e~iating circl.liilstances differs 
materially trom t~t engaged in by ordinary private mercantile 
establishments, it ~ay reasonably be argued that the Provost Manshal 
General did not intend to classify banks as a nonproductive occUpa-
tion, but the regulations ·zhould, of course, be interpreted by his office. 

Status of Banks created by Congress. 

The constitutionality of the Act of Congress 
which created the first bank of the United States, was sustained 
oh the ground that a bank is an instrumentality which may be used 
to aid the GOvernment in the conduct of its fiscal affairs. 
(McCulloch v. Maryland, 4 Wheat, 316,401; Osborn v. U. s. Bank• \1 
~Vheat, 738, 861.) The constitutionality of the Act creating 
national banks has been sustained on the same ground. (Farmers 
Na"tionalBankv. Dearing, 9.1 u.s .. 29, 33.) 

Banks created by Congress are not, therefore, 
organizea solely for the benefit of their stockholders or the community 
whieh they serve. In the present emergency the services performed 
for the Government are not merely incidental to the private operations 
of the bank, but the converse is a more accurate statement of the 
situation; that is to say, the private operations of the bank are 
more or less incidental to the fundamental purpose for which they 
were created, viz: to assist the Government in the conduct of its 
fiscal a!fairs. This is, of course, true of national banks created 
by the Act of 1864, which Act contains the express provision that 
that all national banking asoeci.ation8 "shall perform all such 
reasonable duties as depositaries of the public money and financial 
agents of the Government as may be required of them". 
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It is especially true of the Federal reserve banks 
which are also expressly authorized and required to act as fiscal agents 
of the Government and the earnings of which over and above a certain 
amount are paid to the Government in lieu of a franchise tax. 

Prior to the passage of the Federal Reserve Act, ap­
proved December 23, 1913, it is true that the national banks were called 
upon to perform only limited services for the Government in connection 
with the collection and disbursement of Government revenues. Since the 
outbreak of the war in Europe, however, the demands mude by the Govern­
ment on Federal reserve banks, national banks, State banks and trust 
eompanieei have been constantly multiplied, and at the present time the 
Government is utilizing the services of necrly all banks in the conduct 
of its fiscal affaire. 

Services performed by the Banks for the Government. 

1.5 

Since o~r entry into the war, it has been necessary 
for the United States Government to borrow from its citizens many billions 
of dollars to be used in aiding our allies, in building up our Army and 
Navy, and in placing us on a war footingo 

By various acts of Congress, the Secretary has been 
authorized to sell to the public United Statee Bonds, certificates of 
indebtedness, war savings stamps and thrift stamps. 

In order to effect these sales it was first of all 
necessary to create a market in the United States for Government securities. 
A very large proportion of those outstanding at the beginning of the war 
was held by national banks and other banking institutions~ All foreign 
markets were, or course, closed, as each country had to dispose of its 
own securities. The investing public in the United States had little 
experience in investments of this sort, and it was necessary for the 
bankers to undertake a very large part of the work in conducting the 
various Liberty Loan Campaigns that have resulted so successfully. 
In this work the banks have been called upon (a) to make subscriptions 
and to purchase bonds for their own account; (b) to receive subscriptions 
from the public and to sell and deliver United 5tates securities as 
agents of the Government; (e) to collect the purchase price of securities 
sold; (d) to act as depositaries of public funds; (e) to keep an accurate 
account of all transactions engaged in for the Government. 

War Finance Act Approved April 5, 1918. 

It is, of course, obvious that the sale of such large 
amounts of Government securities neeeasarily absorbed a very large part of 
the resources of the investing public. The Cap~tal Issues Committee was 
accordingly created, to pass upon the question whether or not the sale of 
any securities other than Government securities, offered to the public, was 
compatible with the best interests of the United States; that is to say, was 
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tbe company or firms offering such securities engaged in a business which 
contributed directly or indirectly to the success of the war. 

The War Finance Corporation was also created, with 
power to make loans upon securitiesrwhich are not eligible for purchase 
or rediscount by the Federal reserve banks, and the securi·ties so pur­
chased are held by the corporation as collateral securitr fer bonds issued 
by the corporation and sold to the publi~ i~ order to p~oviJe additional 
funds for financ~ng enterprises that are ne~essw:-:;r tJ t:1e ~overnment in 
the conduct of the war. 

:16 

Federal reserve banks are authorized to act as fiscal 
agents for the War Fina•ai\...Corporation and these banks and the member banks 
of the Federal Reserve System are called upon to perform services both for 
the Capital Issues Committee and the War Finance Corporati~n. These ser­
vices involve making reports as to issues of securities, ac+.ing as custodian 
of securities; and necessitate keeping of additional acccunts and records 
and the employment of additional clerks. 

Espionage Act Approved June 15.~ 19lr/; Trading 
With the Enemy Act ApEroved October 6, 1917. 

The Act.a of Congress !mown as the Espionage Act and 
Trading With the Enemy Act, contain provisions regulating the exportation 
of gold or currency and make it possible for the Governm~t to exercise 
the control over foreign exchange transactions and transfers of credit or 
securities for foreign account. 

Under these acts persons desiring to export gold or 
currency are required to obtain a license f~om the Federal Reserve Board, 
which licenses are issued through the various Federal reserve banks. 
Dealers in foreign exchange are required to obtain a license trade certifi­
cate from the Federal Reserve Board through the Federal reserve banks and 
to make detailed reports of all transactions. This entails the employment 
of additional clerks and employees and the keeping of additional accounts. 

Demand for Experienced Clerks and Accountants. 
nearly 

In the performance of all of the services required 
by the Government, it is necessary for the banks to select their employees 
from those who have had experience in accounting and the accurate keeping of 
records. It is inevitable that many of the employees must be entrusted with 
the handling of money and securities of value and great care must be used in 
the selection of such employees. With the constantly increasing demands made 
upon the banks, it is difficult for the officers to train those without 
previous experience. Women are being used for much of this work, but the 
local laws limiting the number of hours they may be employed, makes it 
necessary to increase the number of employees in many instances. 

Under the circumstances, it is respectfully eubmitted that 
the work engaged in by the banks is of vital importance to the United States 
Government and differs materially from that of the ordinary mercantile es­
tablishment. 

Respectfully, 
M. C. ELLIOTT. 
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RESERVE BOARD 

WASHINGTON 

July 6, 1918. 
Dear Sir: 

In the Bulletin for April, 1918, the Federal Reserve Board published a 
ntatement setting forth the reasons why, in its opinion, a gradual but 
consistent curtailment of nonessential credits is necessary, and urging the 
banks and trust companies of the country to do whatever they could in the 
exercise of a ~easonable discretion to restrict credits which are clearly 
not needed for the prosecution of the war or for the health and necessary 
comfort of the people. 

On June 12, the Secretary of the Treasury addressed a letter to all 
banks and trust companies, announcing his financial program for the ensuing 
six months which involves the sale to and through banks of approximately 
six billion dollars of Treasury certificates of indebtedness, in install­
ments of not less than $750,000,000 every two weeks between J~ne 25 and the 
first of November. In this letter each bank and trust company was re~uested 
to invest in these certificates an amount e~ual to approximately 2i per cent 
of its gross resources, or a total of 5 per cent for each month. Announce­
ment was made at the same time that there was in contemplation an issue of 
two billion dollars of certificates of appropriate maturities in anticipa­
tion of income and excess profits taxes, for sale more particularly to 
taxpayers, and that the amount of the regular semimonthly sales of 
certificates of indebtedness would be reduced in proportion to the extent 
to which these tax certificates are taken by the public. 

The banking institutions have responded most generously to the appeal 
of the Secretary of the Treasury. Throughout the country they have pledged 
themselves without hesitation to subscribe to their allotment, and the 
result of the initial offering which has just been closed--a subscription of 
$838,000,000 in response to a re~uest for not less than $750,000,000--is 
evidence of the splendid patriotism of those who direct our national and 
State banking institutions. The Board hopes that succeeding issues will be 
subscribed as readily and in the same patriotic spirit. 

The Federal Reserve Banks will be prepared to place their facilities-­
directly or indirectly--at the disposal of such subscribing banks as may 

· legitimately need assistance in taking their allotments. The Board, how­
ever, feels in duty bound to reiterate that the banks can render a greater 
service to the country in this connection, not merely by subscribing their 
allotments and by using the rediscounting facilities of the Federal Reserve 
Banks in making payments, but by providing the necessary funds for meeting 
payments for certificates of indebtedness purchased, by employing for this 
purpose the accretion of new deposits, and by utilizing the funds that may 
be made available by a judicious curtailment of credits asked for non­
essential purposes. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



2 
t. 18 

In order to prosecute the war successfully, the Government is compelled 
to issue obligations to provide for its large expenditures which involve 
waste and destruction rather than a permanent addition to the: n1;1tional 
wealth. This process in itself tends to inflation, and contributes to a 
rapid increase in the price of necessities. Abnormal demands by the 
Government, unavoidable and necessary in the present circumstances, must be 
counteracted by greater economy on the part of the civilian population which 
must decrease, by combined effort, the normal waste incident to domestic 
life and business pursuits. There is not an unlimited supply of credit or 
of goods, or of man power. Wherever possible all such resources should be 
conserved and set aside for the use of the Government. Credit extended for 
nonessential purposes involves the use of labor, of transportation, of 
material and reserves which ought to be kept free for the use of the 
Government. Unrestricted credit involves unnecessary competition with the 
Government, and needlessly advances prices, besides impedi~g and delaying 
Governmental operations. 

"Business as usual" and "life as usual" are impossible at a time when 
the supreme business of the country is war, and can not be approximated 
without interfering with the work of the Government and inflicting serious 
harm upon the Nation as ·a whole. The staying power of the country in this 
emergency depends upon the extent of its resources in men, goods, and gold. 
An unnecessary use of credit, a needless recourse to the discounting 
facilities of.the Federal Reserve Banks, weakens proportionately the gold 
reserve of the United States--the financial backbone of the entire allied 
group. Whoever wastes the raw material and manufactured products of the 
country adds to our financial burden by increasing the amount the United 
States must import from other countries and by decreasing, at the same time, 
the volume of goods that should be available for export purposes--the best 
means of paying for the goods acquired from abroad. 

Conservation of our commodities and of our gold--preservation of our 
economic strength--is of the greatest importance in making provision for the 
period of readjustment which will follow the reestablishment of-peace. The 
country having the largest supply of goods and gold available at the end of 
the war will find itself in the best strategic position for controlling the 
markets of the world. The Board wishes to point out, also, that by refrain­
ing from buying luxuries, and by restricting the use of necessities to the 
actual requirements of health and reasonable comfort, we can create a 
reserve purchasing power which will be of the greatest value in bridging 
over our industries during the period of reaction and reconstruction which 
must follow when war industries are transformed into peace industries. An 
intelligent and prudent use of credit, therefore, will be an important 
factor in strengthening the national resources during the period of the war, 
in aiding its successful prosecution, and in maintaining the economic 
strength of the country for the time of rapidly changing conditions which 
will come when the war has been won and the millions of men in our armies 
are returning to the employments of peace. 

Thus, by glvlng your cooperation now in the effort to conserve national 
resources bythe exercise of.discriminating judgment in granting credits, you 
will also do your part in averting the danger of unemployment which is apt 
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to follow a treaty of peace. The Board appreciates the difficulty of 
laying down a general rule for defining essentials or the degree in which 
any enterprise is essential, and requests that its remarks on this subject 
in the April issue of the Bulletin be read again. The Board can not sug­
gest specific ways in which credit should be conserved or unnecessary ex­
penditures curtailed, as each banker must determine this for himself after 
conferring with the business men of his community and after a careful study 
of his local situation. Reasonable discretion should be exercised, and. 
drastic steps calculated to bring about hardships or embarrassments or 
work injustice should be avoided, but the banks should divert the use of 
their credit more and more into productive fields, where its employment 
will result in augmenting the national resources. 

To the President 
of the Bank or 

Respectfully yours, 

Trust Company addressed. 

Governor. 
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EX·OFFICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

Dear Sir: 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 

FEDERAL RESERVE BOARD 
CHARLES S. HA~•- 20 
H. PARKER WILLIS, ~!GRETARY 
SHERMAN: P. ALLEN, ASST. SECRETARY 

WASHINGTON 

AND FISCAL AGENT 

ADDRESS REPL.Y TO 

FEDERAL RESERVE BOARD 

July 61 1918,~ 
X•l044 

Referring to my letter of yesterday inclosing copy 

of a letter addressed to Major-G~moral Crov.rder1· Provost 1\f.arshal 

Genural, I hand you herowith1 for your information, copy of his 

reply tberoto, which is self-explanatory. 

Very truly yours, 

Governor .. 
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WAR DEPARTMENT 

Office of the Provost Marshal General 

WASHINGTON 

July 51 1918. 

Honorable William P. G. Harding, 
Governor Federal Reserve Board, 

Washington, D. C~ 

Dear Sir: 

Your conmunication of the 3rd in8~;. ~ ro:ei~;·od and contents 

noted. 
I beg to advise you that bank clerks are excepted from the 

operation of the regulations which provide for tha withdrawal of 

deferred classification and order number of registrants found to be 

idlers or engaged in non-productive occupations or employments. 

E. H. CRO!TDER., 
Provost Marshal General, 

By 
Carew F. Martindale, 

1st. Lieut., N. A. 

CF.M-mcf 

0·-~ 
~!_.t.L 
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EX·OPFlCIO MIEMBIERS 

WILLIAM G. McADOO 
SECRETARY OF THI TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

....... 

Dear Sir: 

FEDERAL RESERVE BOARD 

.WASHINGTON 

x-1049 

W. P. C. HARDING, GOYIRNOR 

PAUL M. WARBURG. YICI GIOVIRNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN - 92 
H. PARKER WILLIS, SECRETA~ V 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS R.PLY TO 

FEDERAL RESERVE BOARD 

July a. 1916 • 

. ' 
fbere is beirig sent to yoar bank under separate cover from the office 

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

the naticm.ai banks. state bank~ aJ1d trust companies of fOI.lr district which 

are being asked to subscribe to f.reasury ee~ti£icates of indebtedness. 

Tbere are also b&ing forwarded to your bank franked envelopes which may be 

'USed in sending out the circular-s. inasmuch as the letter is a dil'ect appeal 

from the Board to these banlts. 

This COlllliWlicat1on fran the Board to the banks draws their at tent ion 

to the importance at the present time of a judicious curtailment ot credit 

sranted. for so-called non-essential transactions and it urges the banks to 

do theit utmost in cooperating in ·~ policy·· looking to the gradual but genenl. 

curtailment of slioh cre4u ts. Ae··you may ·~ecall, the Board printed in the 

·Federal Rese.:rve Bllfletin for Apr.il last. a statement defining its views on 

this su'bject·._, ~is statement·has no a.~t had some educational value, but . . 
. . 

1 t is evi4ent that effective ·steps in tbe direction ot CUl"tailing UJmecesBIU'J 

credits ha'Ve been taken b7 ~ly a ComParatively suall number of banks. 'l'he 

situation as rega:rU creQi~s. howe'fer, is now better \UUlustood, and it 18 

belieYtd tbat. i~ the Federal Be~~rve bankS will follow up the aoara•s appeal 

with energy and tut, .$00d results rdJ:y be achieved' at this time. 

· ilhe re&)~n~ti~s made in the April statement are rnewe4, and it i.e 
~ . . . 

... . 
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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 bring;.ng about the results desired. It would 

seem toot those industries and enterprises obfl':i.ouflly catering to extravagances 

and luxuries should be cwnside1•ed first. Upon investigation it may develop 

that industries of this kind need not be closed do~, nor their labo~ thrown 

out of employment, but tpa.t they can be gradually diverted to essential 

lines of production ~-nd distribution. ~1e War Industries Board and the 

Capital Issues Carumittee are moving successfully and energetically along 

these lines, and with the better knowledge Gf 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• 

me~t financing, it would be muc~ better to hold credit within reasonable 

bounds by intelligent cooperation. rather than to attempt to force contraction 

by estabUshing high discount ra:,es. 

Very truly yours, 

Governor. 

The Chairman of the Board 
and Federal Reserve Agent 

( Federal Reserve .Bank of 
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EX-OFFICIO MEMBERS 

WILLIAM G. McAOOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

Dear Sir: 

FEDERAL RESERVE BOARD 

WASHINGTON 

x-1050 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 

CHARLES S. HAMLIN 21 
H. PARKER WILLJ!:f, .. SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

It is desirable to maintain uniformity in figuring 

interest in rediscount transactions between Federel Reserve 

banks, and as it has proved most C(i.)nven:.ent i:J. tl1e purchase 

of acceptances to use interest tables based on 360 days tQ 

the year. the Board has deciied that these tables sh011ld be 
used in all rediscount transactions between Federal Reserve 

banks, and has therefore revoked its previous ruling that 

the baais of 365 days to the year should be applied(/ as tln­

nounced in its circular letter, X-691, dnted January 31, 1918. 

Very truiy yours, 

Governor. 
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EX·OP'P'ICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OP THE CURRENCY 

Dear Sir: 

FEDERAL RESERVE s6A~b 
WASHINGTON 

July 40, 1918. 

W. P. G. HARDING, GOYIRHOR 
PAUL M, WARBURG, VJCI GOYIRNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARJ..ES S. HA)JLIN ..,_ 

H. PARKER WILLI$, S!CRITA2n 
SHERMAN P. ALLEN. ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL. RESERVE BOARD 

The Board has given ~areful conside~ation to the various 

topics which were discv.ssed at- the recent confere~ce with the gov-

ernors of Federal Reserve banks, and has dir-ected that this letter 

be sent to inform the governors of the conalus~.ons reached. 

1. CUrtailment £! Credits. 

The Board has decided to send a letter to all national 

banks, state banks and trust companies, imviting their cooperation 

in a campaign for a judicious curtailment of non-essential credits, 

and to address a letter to all Federal Reserve banks asking them to 

take such steps as may be necessary to arouse the interest of bankers 

and business men in this movement. 

11. D~scount Rates ~ Federal Reserve Banks. 
-

At the conference the view was generally expressed by the 

governors that they could control any excessive redisc~ts by any 

member bank, by informing the applying bank that it had reached its 

limit; by requiring additional collateral; or, with respect to fit-

teen-day borrowings, by availing themselves of the authority given 

them by the Board to raise the interest rate in cas~ of renew~ls. 

These devices have been used in the past, a.nd the Board has reached 

the conclusion that for the time being, it would be better to adopt 

this polia.y rather than to insist upon changes in discount rates. 

The adoption of this policy will give the Federal Reserve banks an 

opportunity to demonstrate tbat credit may be restricted without re-

sorting to higher discount rates as a. means of compulsion. In two 
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Federal Reserve districts the fifteen-day rate for member b~riks' notes 

secured by Government obligations is now 4~, and Should other Federal 

Reserve b~nks find it nececsary for their own protection to recommend 

that their rates for such p~per be advanced to 4~, the Board will be 

inclined to approve. This question cf disc cunt rates will be ag~in 

considered by the ~ard in the light of additional experience whenever 

conditions warrant i.t. 

III. Iute:rest Bates Paid by Member Ballka on Bank 

Balances and Deposits. 

T.he governors ar~ requested to give this matter especial 

attention, and to take vigorous steps to 10ft results, beginning with 

the important reserve cities in the respective districts. 

IV. Indirect Discounts !.2!:.. Non-Member BankS 

The Board has decide~ not to issue any regulations at this 

ttme defining limitations to the accommodations which ~y be granted 

indirectly to non-member banks through members, but suggests that 

the officers of the Federal Reserve Banks exercise proper discretion 

in preventing abuse mf redisc~t privileges. 

V. Branches a.nd Agencies. 

The Board believes that by-laws for branches should be as 

nearly uniform as possible, making due allowance for local conditions 

in certain districts. It appears to be ndvisable also, as a rulo, 

that the manager of a branch bank should be one of the three directors 

appointed by the Federal Reserve .Bank. Tho Board would like to test 
clearing 

the plan for establishi~agencies, based upon the active cooperation 

of local clearing houses. It appears that an agency of 

26 
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this kind wculd give the banks in the cities which are local finan-

cial centers, but which have no Federal Reserve bank or branch, most 
l 

of the benefits Which accrue to banks located in a Federal Reserve 

city. It will not be the policy of the Board, however, to establish 

&D¥ branch or agency in any city which is not classified as a reserve 

city. 

VI.. Exchange rates 

In view of the unanimous opinion expressed at the confer-

ence, and having in mind the large number of banks which have not 

yet applied for membership in the Federal Reserve system, the Board 

has decided that it is not expedient at present to fix the charges 

which may be made by member banks on checks deposited with them which 

are cleated thrdugh the Federal Reserve banks.. The Board is willing 

to defer action on this ~attar urltil such time as the par lists in-

elude a much larger number of state banks and trust companies. 

Vll. The Board does not contemplate making any change in 

the time allowance for the collection of tnterdistrict items, but has 

determined that Federal Reserve exchange drafts drawn by a member 

bank upon its Federal Reserve Bank when promptly advised at the time 

the drafts are drawn, should be treated as payable upon presentation 

at any Federal Reserve bank, and cleared through the Gold Settlement 

Fund. 

VIII. The Board has addressed a letter to all Federal Be-

serve banks statiLlllg that bankers' acceptances should be paid in ac­

tually collected funds Oil day of maturity, and that in cases where 

accepting banks pay by cashier's check or by check on some member 
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bank of their 1:-oality, ene day's addit;.onal c.iscount should be figured 

when the acceptan~e is b~ugr.t~ 

IX. The Board u:~ges all Federal Reserve banks to oomcine 

with their efforts for the eale of Treasury certificates of indebt<:ld­

ness, the exertion of every energy fer udding to their etate "Danlr 

membership, and for tbe fu~ther concentration of gold in the Federal 

Reserve banks. 

x. The Board desires all Federal Reserve banks to pa;oti·~ 

cipate in the benefit and liability of accounts openod with any par­

ticular Federal Reserve banks, by foreign governments, or foreign 

government agencies~ which are predicated upon the obligation given 

by the Treasur.y or the Federal Reserve Board, or both, to pay the de­

posits in gold within a certain time after the oouclusion of a treaty 

of peace. A letter treating this question more in detail will be ad­

dressed in due course to all Federal Reserve banks, and will set forth 

the method of distributing these foreign accounts in the proportions 

applied in the case of the agreement with the .Bank of England .. 

X.I. The Boru>d adheres to its view that a distribution of 

a bonus should, as far as practicable, be undertaken only at the end 

of the year, and that any ad"j.lll'tment that may benom<1 necessary during 

the year should be made on the basis of an increa.oe ln salary. In the 

opinion of the Board, it is not expedient to have the bonus constitute 

too large a part of the oala:i-ieo paid employa.s of Federal Reserve banks. 

With respect to topics not t8 th€ program, which were dis­

cussed with the governors, the Board holds; 

XII. That domestic ~coeptances dram1 against a pledge of 
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warehouse reoeipte or similar i~struments. should be regarded as 

eligible by Federal Reserve banks only in oases where the acceptor 

remains secured; that is to say, in sue~ cases the collateral should 

not be ~eleased by the acceptor a£ter tbe acceptance has beej made. 

lt is not practicalbe in every case £or these documents to remain at-

tached to the accepta~e. but if no~ attached they should remain in the 

llaude of the acceptor, or subject to hl& order :J,nd control,. until the 

acceptance has been paid or other approved collateral has been substi­

tuted. iu some oases, documents have been dapo~~ted in trust with 

the Federal Reserve bank, and this appears to the Board to be an excel­

lent precaution in dealing with weaker acceptors. In all oases the 

acceptance should contain a reference to the ooilateral bywhioh it is 

secured, sufficiently clear as to id~tify and locate it. 

XIII. Trade Acceptauoes; 

ii.henever deairable trade acceptances are offered with the 

endorsement of a member bank. the,y should be purchased by Federal Re­

serve banks iu the same me.nner as it Offered directly by the endorsing 

bank• When a trade acceptance is offered with the endorsement of a 

member bank locatei outside of the district in which the acceptance is 

offered, it is suggested that before purchasing, the Federal Reserve 

bank should communicate with the Federal Reserve bank of which the 

endorsing qa:nk is a member. The Boord deems it important that Federal 

Reserve banks should advise each other as to local conditions and 

credits affecting trade acceptances and bankers' acceptances. 

Yours.very truly, 

Governor. 1 
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EX~OFFlClO MEMBERS 

WILLIAM G. McADOO 
SICRITARY OF THE TRIABURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
CoiiPTROLLIR OF THI CURRINCY FEDERAL RESERVE BOARD 

WASHINGTON 

DIVISION OF REPORTS AND STATISTICS 

MJ-JCO 

July 10, 1918 

Dear Sir: 

In ordel' that the :Board may have available each 

week complete data regarding changes in the gold holdings 

W. P. G. HARDING. GOVERNOR 
PAUL M. WARBURG. VICE GOVIRNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 30 
CHARLES S. HAMLIN 

H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN. Asst. SICRITARY 

AND FISCAL AGINT 

ADDRRS8 REPLY TO 

FEDERAL RESERVE BOARD 

of the System as a whole, it is re~uasted that fo~ X-1053 

ba prepared and uailed to the Board as at close of business 

each Friday. It is also re~uastad that all items on the 

form for which code words are given be telagraphed each 

Friday night in addition to the telegraphic data on forms 

34 and 31-b. This will make it unnacessa.ry for you to con-

tinue telegraphing the infor.oi::i.tion regarding your gold 

holdings callad for in our talat;ratl of June 22. 

Twenty five copies of the form are being_ for-

warded under separate cover today. 

Respectfully, 

Assistant Secretary 

Federal Res err e X-1055 
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W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GoV,&:RNOR 

EX-OFFICIO MEMBERS 

WILLIAM G. MCADOC 
FREDERIC A. DELANO • 

ADOLPH C. MiLLER ~;~ ~ 1 
CHARt..ES S. HAMLIN ;.,;., (<._~1 ~ St::CRETARY OF THE TREASURY 

CHAIRMAN 

H. PARKER WILLIS, SECRF.TARY 
SHERMA~ P. ALLEN, A!SST. SECRETARY 

,10HN SKELTON WILLI;\MS 
COMPTROLLER OF 'CKE CURRENCY FEDERAL RESERVE BOARD 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPL. Y TO 

FEDERAL RESERVE BOARD 

J·.11y JJ.. 19le o 

Qr., a:>z·o::mt of the difficttl+; sHt.w.tion e:d.st:in£~ in 

duct ion of 0il O!ld its :ir.oporta·c ion into tho U:n:J ted 81& ~Hs, the 

Federal ResJrve Boar.d has undertaken to grant certo.in licensee 

for the exportation of Emit.ed guant~.ties of gold f0r the use of 

.American oil producers who are engaged in the proc.uct ion uf o~.l 

in Mexico, and whose product is shipped to the United States. 

For the months of July and ~ugust the »oard will gr8nt 

to oil producers licenses to export sums of gold equal to the:1.r 

export taxes and bar dues, due and payable to the Mexican Federal 

Government in those months. 

For the month of August the JBoard will further gi"a.nt 

licenses in favor of oil producers not to exceed in the aggregate 

one-half of the amount needed for the liquidation of tAeir pay-

rolls. 

It is understood, however, that no applications for the 

exportation of gold, either for the payment of taxea or wages, will 

be granted except upon satisfactory sh~wing that such taxes and 

wages relate to the production of oil which is actually being ship-

pad into the United States. 
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Lioensea ~ Taxes. 

The Board will permit oil producers to file applications 

for export licenses, for the present, directly with it instead of 

through the Federal Reserve banks j_n the several districtso Blank 

applications m~y be obtained from the Federal Reserve Board or from 

any Federal Reserve bank. In making out such applications there 

should be included: 

(a) A statement of the approximate average amount of 

oil produced during the six montha preceding the application and 

shipped to the United States by the applicant company, and a state-

ment of the amount of oil shipped to the United States upon which 

tax has been incurred during the period to w.hich the application ; . · 

relates. 

(b) A statement of the quantity and approximate valua-

tion in Mexico of oil upon which the tax is to be paid to the Liexi-

can Government, the rate of taxation, and the amount of the tax. 

Tax receipts, copies thereof certified by American Consul, 

or other original documents shmving the actual use of the gold in 

settling with the Mexican Government should accompany the next ap-

plication for gold, and no such application will be granted without 

such accompanying documents attesting the use of the gold previously 

granted. 

Pay-rolls. 

In the case of applications for licenses to export gold 

for payrolls, the application should contain a statement of the 
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period covered by the payroll in question, the amount of oil pro-

duced during the '?receding six months, and a statement as to whether 

or not the -verage production of oil during the period to which the 

application relates is expected to be the same as for the preceding 

period. The application should also state what proportion of the oil 

produced during the period for which the payroll application is made 

is actually intended for shipment to the United States. 

A statement sworn to before the .American Consul by the dis-

burs:i.ng officer of the company at Tampico to the effect that the gold 

has actually been used tor payrolls in the way specified in the ap~li­

cation should accompany the next application for gold., and no such ap­

plication will be granted unless accompanied by such a certificate 

relating to its predecessor • 

very truly yours, 

Secretary. 
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Ex·OPFICIO MKM8KIIS W. P. G. HARDING. GOYIINOR 
PAUL II. WARRURG. VICI GOYIINOI 

WILLIAM G. McADOO 
IICRITARY OP THI TIIAIURY 

CHAIRMAN 

FREDERIC A. DILANO 
ADOLPH C. IIILLIR 
CHARLES S. HAMLIN _.... 34 

JOHN SKELTON WILLIAMS 
CoMPTROLUil OP THI CURRIHCY FEDERAL RESERVE BOARD H. PARKER WILLIS. SICIETAIY 

SHERMAN P. ALLEN. AsiT. SICRITAIY 
AND FIICAL AIIIIT 

WASHINGTON ADDR&88 RKPL.Y TO 

16.1-JEH P"ltDII:RAL RltSitRVIt BOARD ' 

DIVISION OF REPORTS AND STATISTICS 

• 
July 12, 1918. 

Dear Sir: 

In order that the :Soard nay have complete data. rega.rdL1g the 
:pla.ci:n; of certificat3s of indabt.td:Maa isSQ..ad in a."1.ticipation of 
the fourth Libarty l~n, it is r3.j,Uested that you.r ba.nk furni3h US 

with a. sta.tJnlCllt cov;;rt:~.s aach issue sicJ.la.r to that raf3rr.3d to 
in our latter of .Ma.rc".l 29, 1918. In addition to tha infor.";at ion 
which was furnished by your bank for eartifica.tas issu~d in a.nti:­
cipation of tha third Liberty loan as ra~tuastad in tha abC1ta ;nan­
tiandd l~tt~r, pl3aa~ add a raca.pitu!a.tion a.ft~r dach issue, ·N.hich 
will LY1clud3 tr.a.nsactions for an praviOt.lS iSSUo3S "l.mder th3 fourth 
loa.n. In t:'ld column 11Numb3r subscri"oi•·l>z" please give tila number 
of ba.:::lks, trust companias or individuals subscribing to on-3 or 
n1ora of th3 issues, al inlilJa.ti.."lg all dupli~t ions, i. a., no bank or 
indiv idw.l shoulcl b3 count ad mora than OnC3 ragardlass of tha nunl­
bar o!' issues to .which such bank or individual rray have subscribed. 
It is N~usst3d tnat t~'la r3capitulation be submittad in th3 follow­
i..."1.3 form: 

:iJd. t i oral ba:.-:G::s • 
State banks 
Trust cor.~a.nias 
Otbar banks 

. . . 
,, . . . . . 

Indiv U:::als, corporations, <3tc .. 

:,Jr_ 
Federal P.asQrv3 Ag;mt, 

Hun1bar ? ar Cant 
Subscribing of total in 

District 

I 

Very truly yours, 

A:cla-.::.[1 ,~ 
Subsc:ri"::>~d 

Assistant Secretary. 

:::-1055 
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WILLIAM G. McADOO 

W, P. G. HARDING, GJiWioNOR 
35 

PAUL M. WARBUR8, VICE GOVERNOR 
FREDERIC A. DELANO 

SICRlTARY OF THI TREASURY ADOLPH C. MILLER 
CHAIRMAN CHARUS S. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OP THE CURRINCY FEDERAL RESERVE BOARD H. PARKER WILLIS, SECRETARY 

SHERMAN P. ALLEN, ASST. SECRETARY 
AND FISCAL AGINT 

WASHINGTON ' ADDRESS REPLY TO 

DIVISION OF REPORTS AND STATISTICS 

MJ-JCO 

July 12, 1918 

Dear Sir: 

It has be-3n notol3d in the last month or so 
that certain of the member barlk~ in variou.s pa:rts 
of the co~try ~re sh~~ing ~.disposition to either 
omit altog~ther th3ir we3kly condition s~tements 
or send them in late. 

This is ~ condition which should not be, and 
you are requested to again urge '\JP.On all dcling,ucnt 
momber banks in your district the ~bsolute necessity 
ana..iD::portance of sending their reports in on time. 
You are requ3stJd further to see to it, wh0n r~orts 
are not forthcon1ing from memb.;r ~nks by Thursday 
noon of each weak, that a t.3legra.m ba dispatched to 
su::h ba.nks asking them to >">'ire you the missing fig­
ur3s at once. In short, every effort should be made 
to nake your ·Ne.;;kly sta.tenlcl1t as CClJllllete as pos3ible. 
In e<;l.se you find that certain snall member banks continue 
to be dalinq,U0nt ;in their weakly raports notwithstanding 
repcat.;)d urging on your part, it will be proper to drop 

·them from the list. 

Plaase assist us to the best of your ~bility in 
this nattar and sea to it that the n~mar of reporting 
ba~rs in your district shows no changes from ·naek to 
week. 

Very truly yours, 

Secretary 

Mr. 
Federal Reserv a Agent, 

FEDERAL RESERVE BOARD 
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EX~OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER Or THI CURRENCY FEDERAL RESERVE BOARD 

H. PARKER WILL~ECRETARY g5 
SHERMAN P. ALLEN,"'ASST. SECRETAil"f' 

AND FISCAL AI;ENT 

WASHINGTON ADDRESS REPL. Y TO 

FEDERAL RESERVE BOARD 

DIVISION oJ"'M;;Jm AND STATISTICS 

July 13, 1918 

D.3ar Sir: 

With the view of expediting a.s much as possible the con~U­
a.tion of data on schJdules BD-4 raceiv ed from your bank, will 
you kindly req,uest your discountin3 department to carafully note 
suggest ions herein, and if practicable to adOpt them in prdpCI.ring 
schedules on said form: 

1. Make sure t!Jat each schedule is in tN ery p3.rticular 
legible. Only originals or good first c.irbon copies should be 
SC."l t • 

2. CarGfully ch0ck Jach schedule and when corracti~1s are 
necessary, rrake s-J.ma in both item aff Jcted, thJ subtotal and the 
day' s total. 

3. Group under aa.ch discountL•g L"'"lstitution itams b~r nuturi­
ties, i.a., all 15-day paper together, all 30-d:1y paper, ate. 

4. Double space between each item, and sl1ow subtotals d.fter 
each discounting institution. 

5· If possibla without entaili."lg too much tima .J.nd affort, 
list on separata schadulas the diffar~~t classes of paper dis­
counted; e.g., customars' paper securad by Liberty bonds, t13J.""llbar 
banks' collateral notes, etc., as sh~vn in first t~bl3 on p. 552 
of June 1918 fulletin. .A number of banks no·.v do this, thus 
greatly aidil16 our tabulating section in tha con!Jilation of dis• 
count data. 

During the recant months, the voluc1a of discounts reported 
on schedules BD-4 has gra~ to such an dXtcnt that it is ~ith the 
utmost affort only that our Statistical Divis ion has been able to 
CO!l!'ila tha data in tir,:e for publication in tha Bulletin. It is 
hoped that you will cooparate with us in this nutter by adopting 
the a.bava suggastions and thus enable us to carry on the coapil­
ation work under.the present plan. Unless this is done we shall 
have to r~Jrt to tha former practice of aach bank compiling its 
oNn monthly data of discount Operations. 

Yours v 3ry truly, 

Assistant Secretary. 

Federal Reserve 

X-1062" 
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EX·OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR 

PAUL M. WARBURG, VICI GOV.RNOR 

WILLIAM G. McADOO FREDERIC A. DELANO . 

SECRETARY OF THE TREASURY ADOLPH C. MI~LER 

CHARLES S. HA~ . . ?. f'";;/ . 
H. PARKER WILLIS, SECRETARY QJ."• 6 

. CHAIRMAN 

JOHN SKELTON WILLIAMS 
C.OMPTROLLER Of' THE CURRENCY FEDERAL RESERVE BOARD SHERMAN P. ALLEN, ASSf_;&ICRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPL.Y TO 

FEDERAL RESERVE BOARD 

July 16., 1918. 

Dear Sir: 

The Board regrets to inform ycu·.that the supply· o.f 
$1 and $2 bills is likely to be inadequate until after Au~st 
15th. The staterr.ent is made at the office of the United States 
.Treasurer that redemptions zwst first be provided -for, ~nd tha.t 
after. exchanging new bills for unfit notes which are. sent in, -t~e 
balance- available for new orders is not sufficient -to meet the · 
daily. d~mands. Prog~ess·is being made at. the Bureau ·of Engrav~g 

1.aud P_rinting in the preparation· of plates for the new Federal Re-
.. serve hank notes in the $1 and $2 Q.enominat~ons, and the Board is 

informed that the prlnting· of these not~s .wil!. begin about August 
lst,. and that after August 15th suUici~nt amounts w~ll be-.avail­
able to satisfy reaponable demands. 

It is SJ,lggested that you inform y·our me~ber·.·banks of the 
·situation, and that you caution them to conserve· during the. next· 
four weeks their supply of small bills as far as possible.·· 

Very truly yours, 

Governor. 

The Governor, 
Federal Reserve Bank, 

X-1066. 
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EX~OF'FICIO MEMBERS W. P. li, HARDIN Ia, liOVIRHOR 
PAUL M. WARBURii.J[ICI liOVlRHOR 

SECRETARY OF THE TREASURY 
FRIDERIC A. DELAN"cS .no. 8 
ADOLPH C. MILLER''·.. U 
CHARLES S. HAML1N 

WILLIAM G. McADOO 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMI'TilOLLER OF TKE CU~RENCY FEDERAL RESERVE BOARD H. PARKER WILLIS, SICRITARY 

SHERMAN P. ALLEN, ASST. &ICRETARY 
AND FISCAL AGENT 

WASHINGTON ADDJta&& RIIPL. Y TO 

FEDIERAL RESIIRVJE BOARD 

• 1·1068 

July 17; l 918. 

Dear Sir: 

Enclosed herewith ± am handing you a copy of the Federal Reser.e 

Bulletin for July, which has just been issued. On pagea 59i-600 you 

will f~ a statement of a new service which the Board is planning ~ 

which is designed to furnish·information with respect to business condi-

tions. A reading of this statement will afford a fairly comprehensive 

idea of what is intended •. The complete development of the plan will re• 

quire several months; but it is desired to begin.the publication of the 

different factors in the prbpos.ed setoies of business indices as soon as 

possible and without waiting for the Cbmpletioh of the whole series. ~e 

date. ~elating to banking • and to discount and interest ra~es particu• 

1ar1y - are those which should receive first attention, and it is there• 

fore requested that you consider carefully sub-section (d) in the state-

ment to which reference has alrendy been made. The Board desires that 

you will obtain and transmit on the 15th of each month, or where the 15th 

fBlls on a Sunday or a holiday, on the next business day thereafter. data 

regarding high and low rates, also rates at which the bulk of tbe several 

classes of paper shown below was discounted or purchased during the pre• 

ceding 30-day period. 

1. Prevailing rate of discount charged by banks to customers' 

for prime commercial pa~er such as is now eligible under (he 

Federal Reserve Act: 
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{a) running 30 - 60 - 90- days 

(b) running 4 to 6 months. 

x-1osa 

2. Prevailing rates for prime commercial paper purchased .in 

open market. 

{a) running 30 - 6()(- 90 days. 

(b) running 4 to 6 months. 

3.. Prevailing rates charged on inter-bank loans (bills payable). 

4. Prevailing rates of interest for bankers acceptances of 60 

to 90 days maturities, both endorsed and unendorsed. 

5. Prevailing rate of irl.iet~st for !!emand paper secured by 

prime stock exchange collateral of other current collateral. 

6. Prevailing rate of interest for time paper secured by col-

lateral mentioned in s. 

(a) running 3 months. 

(b) running 3 to 6 months. 

In addition to the foregoing it is desired that you obtain and 

transmit these same data tor the years 1911, 1912 and 1913, quotations, 

likewise • to be for the months ending the 15th throughout the period 

covered. In case the class of paper generally handled by banks in 

your district is different from those enumerated. please so state and 

give quotations for the class of paper typical ot your district. It 

is suggested that the larger me~er banks in your district that have . 
been active discounters or purchasers in the past of the various 

classes of paper above described may be able to furnish the desired 

info~ation from their own records. This will insure uniform 

39 
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treatment and continuity of the data, moreover, these data will represent 

actual transactions and not merely nominal quota~ions, such as are likely 

to be furnished by bill brokers and commerltial paper houses. 

Kindly advise the Board at your early convenience by telegraph 

furnishing these data for the month ending July l5t 1918, for ydur city 

and advise how soon you will be able to transmit the figures for past 

years; also whether they can be obtained in the same way at the places in 

which your branches, if any, are located. 

rours very trUly, 

Chairman and Federal Reserve Agent, 
Federal Reserve Bank, 

sscretary. 

40 
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EX-OFFICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 

W. P. G. HARDING, GOVIItHOR 
PAUL M. WARBURG, YICI GOVIRNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER, 

CHARLES S. HAML,v,ii! I'J -<'! 

COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 
H. PARKER WIL~ECRETAftY 'J:\: j;_ 
SHERMAN P. ALLEN. ASST. iJICRETARY 

AND FISCAL AGENT 

WASHINGTON AODRRSII REPL. Y TO 

FEDERAL RESERVE BOARD 

J')...1 y 18" 191.8., 

Dear Sir: 

In connection with applications for tne ex-

portation of silver, the Federal Reserve Board requests 

that, for the information of the Board, all applicants 

for such licenses be requested to state in the applica-

tion the price paid for the silver to be exported. 

Yours very truly, 

Assistant Secretary. 

Federal Reserve Bank of 
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EX .. OF'PICIO MEMBERS 

WILLIAM G. McADOO 

W. P. G. HARDING. GOVIRNOR 
PAUL M. WARBURG, YICI GOVIRNOR 
FREDERIC A. DELANO 

SECRETARY OF THE TREASURY 
ADOLPH C. MILLER 4 0 
CHARLES S. HAMLIN .,-

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

H. PARKER WILLIS, SICRII:T.AIY 
SHERMAN P. ALLEN, ASST.&ICRITARY 

AND FISCAL AGENT 

WASHINGTON ADDKI:SS RJ:PLY TO 

FEDERAL ltESERVE liiOAitD 

.X...;l073 

July.l9, 1918. 

Dear Sir: 

The Federal Reserve Board wishes to make as com-

plete a collection as possible of the acceptance agreements 

or contracts that are now being used by the principal banks 

and trust companies and which constitute the basis upon 

which the acceptan~es now afloat in the market rest. I am 

the~e!ore writing to ask you whether you vdll transmit at 

your early convenience copies of such forms or contracts 

used by your institution. We should like to have your gen-

eral form of acceptance agreement and also, if you have par­

ticipated. in syndicate agreements for the making of accept-

ances, copies of those also. 

May we ask as early a reply to this letter as prac-

ticable. 

Yours very'truly, 

.secretary. 

red 
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EX·OP'P'ICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

July 19, 1918. 

Dear Sir: 

W. P. G. HARDING, GOVIRNOR 
PAUL M. WARBURG, YICI GoVERNOR 
FREDERIC A. DELANO A 0 
ADOLPH C. MILLER:.;'. ';)!: ·J 
CHARLES S, HAMLI'tr 

H. PARKER WILLIS, SICRUARY 
SHERMAN P. ALLEN, ASIT, SICR!TARY 

AND fiSCAL AGENT 

ADDIUtSS RIEPLY TO 

FEDERAL RESERVE SOARD 

X•l075. 

The Board has received a letter from one of the Federal 

Reserve agents suggesting that, in view of unusual conditions now 

prevailing, the present is an opportune time for the enforcement 

of a rule providing for &igned· statements to accompany notes of• 

fered for rediscount. The letter expresses the opinion that the 

necessity for rediscounting is now so urgent that the banks would 

be willing to conform to a requirement of this sort, and with the 

explanation that the step is in line with proper conservatism in the 

handling of paper, that no opposition wo.uld be manifested, but that 

· banks would comply with the re·qulrements without objettion. partie .. 

ularly as the banks. geherally .understand ·ncm. better than they for-
. . 

merly did the advantage of obtain~ statements. 

This letter bas· been considered by the Boar4t which is of· 

the opinion that .it may be desir-able to have Federal Reserve banks 

require that signed statements accompany n~tes offered for rediscount, 

il.b(\rlit is possible. that these statements may :tJe elaborated so as to 

show the purpose fo~ ~hich the credit was grantedr 'lhe Board be-

. liews that th:ts would have an important bearing upon the question 
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of whether or not the credit is essential, and might be effective 

in curtailing non-essential credits. 

Vfuile it does not seem necessary that this matter should be 

covered by regulation~ as it is within the exercLqe of a proper au­

thority by the directors of the Federal Reserve banks to require a 

statement; it is deemed desirable that uniform action be taken in all 

districts; and the Board would therefore appreciate an expression of 

the views of your Executive Committee or of ybut directors bn this 

subject. 

Very truly yourst 

Governor 

44 
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EX·OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

PAUL M. WARBURG, YlCIE GOVERNOR 
FR!DERIC A. DELANO 
ADOLPH C. MILLER 

CHAIRMAN CHARLES s. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF' T.~e .CURRENCY FEDERAL RESERVE BOARD H. PARKER WILLIS, SECRETARY 

SHERMAN P. ALLEN, ASST. &ICRETARY 

AND FISCAL AGENT 

MJ-JCO WASHINGTON AooRe:ss REPLY To 

FEDERAL RESERVE BOARD 

July 22, 1918 

Dear Sir: 

The :Soard dasiras tha.t you furnish each week, in 

addition to data on form 38 showing the distribution of 

all paper, includir,g rediscounts for other Federal Res,arve 

Banks, separate data sho·rvi:nt:; the distribution by ;:;aturi ties 

of paper rediscounted for, includin6 acceptances bought 

from, each other Federal Reset'Ve bank and held by your bank 

at close of business on each Friday as per enclosed form 

, Hereafter it will be un~ecessary for you to re-

port any fic,"''lres against item 3 of form 38, "Rediscounts 

for other Federal Reserve Ba..~s." T'.aese figures should. be 

shown combined with corresponding fi;;ures under caption 1 

and 2 of said form. 

There are enclosed herewith 50 copies of new form 

X"l078 and you are requested to nake your first report on 

the new form as at close of business July 27, 1918. 

Yours very truly, 

Assista..~t Secretary 

X-1079 
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EX·OFFICIO MEMBERS W. p, G. HARDING, GOVERNOR 

WILLIAM G. McADOC 
PAUL M. WARBURG, VICE GOVIRNOR 
FREDERIC A. DELANO 

SECRETARY OF THE TREASURY ADOLPH C. MILLER 
CHAIRMAN 

JOHN SKELTON WILLIAMS 
CHARLES s. HAMLIN ·,.: . 46 

.. 

FEDERAL RESERVE BOARD COMPTROLLER OF THE CURRENCY H. PARKER WILLIS, SECII'ETAitY 
SHERMAN P. ALLEN, ASST, SECRETARY 

AND fiSCAL AGENT 

WASHINGTON ADDRESS RltPL. Y TO 

FEDERAL. RESERVE BOARD 

July 221 1918. 
X-1000 

Dear Sir: 

Some of the Federal Reserve banks continue to discount 
under an agreement to repurchase within fifteen tays commercial 
paper of longer maturities. · Transactions of this kind are author­
ized by the Board 1 s ruling of November 28, 1917, ·wich was w.ade. at 
a time when member banks 1 fifteen day collateral notes were subject 
to revenue stamp requirements, even though secured by United States 
Government obligations. Although the Board's .ruling was made for 
the purpose of facilitating transactions in Gov~rnment bonds and in 
Treasury certificates, there is no objection to repurchase trans­
actions in conm:rrcial paper, and the Board sees no occasion· to 
withdraw the ruling referred to, although notes secured by Govern­
ment obligations are now exempt from the stamp tax up to the face 
value of the Govenrunent· securities attached as collater.al. 

The rate for member banks' fifteen day collateral notes 
secured by commercial paper remains at 4% except at three banks 
where the rates are 4t, 4t and 4f. % respectively._ This short time 
rate ·Nas left undisturbed at nine of the banks~ upon the assumption 
that the .stamp tax on the fifteen day notes would bring the interest 
rate up to about 4!%. . 

It is the view of the Board1 however1 that wherever Federal 
Reserve banks give their ffiember banks the privilege of discounting 
longer term paper} under an agreement to repurchase within. fifteen 
days, instead of requiring the banks to discount their own notes, the. 
rate should be !% higher than that at which collateral notes subject 
to stamp tax are taken. 

Very truly yours, 

Governor. 

The Governor, 
Federal Reserve Bank1 
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WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF 'I HE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

MJ-JCO 

July 23, 191S 

Dear Sir: 

May I request that in the future you 

please report on Form 34 gold certificates for-

warded to Washington or to a sub-treasury for 

red~tion and credit in the Gold Settlement Fund 

as "Gold in transit" instead of 11Mut ilatsd cur-

rency forwal:ded for redenption" as heretofore. 

The amount of such certificates should be com-

bined with other sold torwarded to WaShington or 

to a sub-treasury for credit in the Gold Settle-

ment Fund, and reported against code .BOAT on Form 

34 and included in the block showing "Total re-

serves"' (TEN])) of the bank. 

Yours vary truly, 

Secretary 

X-1085 

W, P. G. HARDI:NG, GOVERNOR 
PAUL M. WARBURG, VICE GoVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

H. PARKER WILLIS, SECRETARY 

ZHERMAN P. ALLEN, ASST. SECRETARY 
AND FISCAL AGENT 

ADDR&:SS RBPL. Y TO 

FEDERAL RESERVE BOARD 
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EX·OFF'ICIO MEMBERS 

WILLIAM G. McADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

W. P. Gl. HARDING, GOVIftNOit 
PAUL M. WARBURG. YICI GOVIRKOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

CHARLES S. HAMLIN ~ 8 
- . ';1!: 

H. PARKER WILLIS; SICRI&:TAitY ~ 

SHERMAN P. ALLEN, ASST, SICRETARY 
.ND FISCAL AGEN't 

WASHINGTON. ADDili:SS RIIPLY TO 

FEDERAL RESERVE J!IQARD 

July:23; 1918, 
X-1086 

. Dear Sir: 

The attention of the Board has been called to the larg~ ~nou~t of 
detail work in connection with d:.scount ope:r<:.ti..:.ns between Fe.J..;;ra:: Ro­
serve banks, a.nd., with the dosi::-e ni doing :Jwtt.;:r\~ld1i.g ·;,c :J~llt:Jn tLe vro·rk, 
the Board has had under conside:-ation a suggesJ;;;ion -which w.:;~.s iT.ad~ at a 
recent conference with the Governors oi FedJral Ra!'lerv-e ba."'ll!s.. It is 
hoped that sorr.e method~ consist~:mt wi"th :!.e.w and wlth the regulations of 
the Board, can be devised which will simplify the c;peration,. but as to 
the question whether under authority of a prr;v:tcion :i.n Section 14 of the 
Act a Federal Reserve bank nay discount a fifteen day note of another 
Federal Reserve bank secured by eligible paper: t:.1e "Socl.:Od has ·reached a 
definite conclusion. The provision :referrGd to i3 ~.3 fellows: 

(Section 14) * * * * * * (a) To deal in gnld c~irl and 
bullion at home or abroad, to rr.ake loans therecn, exchange 
Federal Reserve notes f O!" geld_, gold coin~ or gold certif i­
cates~ and to contract for loans of gold coin or bullion, 
giving therefor, when necessary, acceptable security, in­
cluding the hypothecation of United States bonds or other 
securities which Federal Reserve banks are ~lthorized to 
hold. 1i 

If a transaction should be entered into in good faith by a Federal 
Reserve bank in order to obtain a loan of gold coin or bullion, the 
evidence of such loan might take the fonn of a-fifteen day note and 
might be secured by United States bonds or other securities, including 
eligible paper. 

Section 14, however~ relates to open rra.rket operations of a Federal 
Reserve bank as distinguished from discount .transactions engaged in with 
member banks and with other Federal Reserve banks~ Section 13 relates to 
rediscount operations with member banks and the provision for such opera­
tions as between Federal Reserve banks is found in Section 11. · 
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Any transaction, the ref ore, between Federal Reserve banks. which is to 
all intents and purposes intended as a rediscount operation, should 

,iff 
""" 

be consumr.ated in acc.ordance w:i':th the proYisiorts of these two section:;:. 
There is no authority given. in Section 11 for a Federal Reserve bank to 
rrake its own note secured by eligible paper, bUt the Federal Reserve 
Board is authorized· and empowered merely (Section 11-b) "To pennit, or, 
on the aff irn:a.tive vote of at least five members of the Federal' Reserve 
Board to require Federal Reserve banks to rediscount the discJ):mj;ed 
paper of other Federal Reserve banks at rates of interest to· be fixed 
by the Federal Reserve Board. 11 

Some years ago this same question was considered in ~onnection with 
the rediscount of rr.ember banks' notes OtJCttred by eligible pnper, ar1d the 
conclusion was reached that ·the statute as itthen stood did not a.uthorize 
the discount of a fifteen day collateral note rrade by a rrember b~~k. In 
order to .rra;ke such transactions possible, the Act was amended so as to 
authorize the Federal Reserve banks to discount notes of member banks 
having not longer than fifteen days to run, when secured by eligible 
paper or by obligations of the United States. 

The Board is unable to find any author,ity for the use of notes 
nade by Federal Reserve banks, no ·matter how secured·, in rediscount 
operations between Federal Reserve banks, ·and in its. opinion the Act . 
would have·to be amended to make such transactions permissible. 

Very truly yours, 

Governor. 

The Governor, 
Federal ~serve Bank, 

49 
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··~.·EX-OFFICIO MEMBERS 

WILLIAM G. MCADOC 
SECRETARY OF THE TREASURY 

CHAIRMAN 

COMPTROLLER Of THE CURRENCY FEDERAL RESERVE BOARD 
JOHN SKELTON WILLIAMS 

WASHINGTON 

w. P. G. HARDINGMvl.oJi? 
PAUL M. WARBURG, VICI GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 50 
H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST.liiCRETARY 

AND fiSCAL AGiENT 

ADDRESS REPLY TO 

FEDERAL RESERVE aoARD 

July 25, 1918. 

Dea.r Sirs: 

In order to a~t more effectively upon applications for the 

exportation of gold from the United States to Mexico presented by 

metal mining companies operating in Mexico which haV'e exported silver 

or gold from Mexico into the United States, and which are required 

under Mexican law to reimport a stated amount of gold into Mexico, 

the Federal Reserve Board has determined to consider all such appli-

cations simultaneously once each month, and at no other time except 

in case of emergency. 

You are therefore advised that your applications covering 

shipments desired during the month of September must be in hand by 

August 15th and by the 15th of each month thereafter. Every such 

application, besides specifying that the gold requested is intended 

to satisfy the reimportation re~1irements, must in addition state the 

purposes for which the gold exported from the United States will be 

used, classifying the various amounts under the head of taxes, freights, 

payrolls, supplies, and so forth, and so forth, in such a way as to 

afford complete information regarding the eventual use of the gold 

after reaching Mexico. You will be informed of the action taken by 

the Board upon your application on ()r before the 22d of· August and on 

or before the 22d of each month thereafter. 

Yours very truly, 

Secretary. 
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EX·OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 
JOHN SKELTON WILLIA.MS 

WASHINGTON 

W. P. G. HARDING. GOVERNOR 
PAUL M. WARBURG, VICE GoVERNOR 

FREDERIC A. DELANO 
ADOLPH C. MILLER 1092 .,_ 
CHARLES s. HAMLiri!:. :;) .:!. 
H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST, SECRETARY 

AND FISCAL AGENT 

ADDRESS RltPL. Y TO 

FEDERAL RESERVE 130ARD 

July 26, 1918 • 

• 

Dear Sir: • 
During the past few months the Federal Reserve Bulletin has frequently 

been delayed in publication as much as a week or ten days beyond the first of 

the month, the day on which it should appear. The difficulty is largely due 

to conditions in the Government Printing Office, which for more than a year 

past has been very much pressed with work. A part of the trouble, however, is 

due to the fact that the reports of business conditions transmitted by the 

several Federal Reserve Agents have not been on time. In many cases they are 
• 

not mailed until after the 23d of the month, although the 23d is the date that 

they are due in washington. In the effort to bring the publication of the 

Bulletin back to the normal time of publication, it is now requested that the 

reports be made to cover conditions up to about the 15th of each month, and that 

they be mailed so as to reach \Jashington not later than the 20th of each month. 

There are disadvantages in this program; but on the v~1ole it seems to involve 

less inconvenience than any other. Those Reserve Banks which are nearest to 

'ilashington may, of course, defer the transmission of the monthly report longer 

than others; but their reports should reach washington on the 20th in the 

ordinary course of the mails. 

Within recent months the business reports have tended to depart from the 

~ore or less uniform character and length, which it had been desired they should 

have. You are therefore reminded that it is d6sired that the reperts should 

mot exceed 1,000 words in length, unless there should be some matter of special 

interest calling for treatment. 
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General discussion of poli~~cal and public ~uestions should be omitted 

and the reports should deal directly and exclusively with local business con-

ditions in the District. It is suggested that under ordinary circumstances 

the best type of report would be as follows: 

1. Introductory paragraph stating general impressions 
or summary as to the situation. 

2. Outline of banking ctnd financia.l situation, including 
changes in rates of interest. In this connection you are re­
quested to include in your monthly re?ort data relating to 
interest rates which were asked for in the Board's form letter 
1068 of July 17th, instead of telegraphing these items 
separately. 

3. More extended treatment of chief activities of the 
District, as e. g., agriculture in Ninth District; cotton 
situation in Sixth District; manufacturing situation in Third 
District, etc. 

4. Detailed comment on various important business activities 
such as retailing, conditions of employment, etc. 

5. Other matter considered of importance. 

It is further requested that statistical reports be transmitted much 

more promptly than has been the custom of late. Some Federal Reserve Banks 

are almost invariably behind in sending their monthly statements. It 

frequently happens that after telegraphing to them one or more times the re-

?Orts are received but are found to be incorrect. 1~is necessitates further 

correspondence and incidentally causes still more delay in issuing the Bulletin. 

ie(erJ.l Heserve Ageut, 
i'eclerc:l Heserve Bank, 

Yours very truly, 

Secretary. 
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Ex·O,,ICIO Mtt:M81t:ll8 

WILLIAM G. MCADOO 
SICRITAIY OF THI TRIAIUIY 

CHAIRilAN 

JOHN SKELTON WILLIAMS 
COMPTROLLIR OF THI CUIRINCY FEDERAL RESERVE BOARD 

WASHINGTON 

DIVISION OF REPORTS AND STATISTICS 

July 26~ 1918. 

Dear Sir: 

W. P. G. HARDING, GOVUNOR 
PAUL M. WAllBURG, VtCI GCIV .. "OI 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

H. PARKER WILL;;:-;ICRITARY : ~ r, 
SHERMAN P. ALLEN, AIST.liiCR~TAIY '1...J!'1._.) 

AND FISCAL AIINT . 

A.DDRIE88 RKPLY TO 

FEDERAL. REsERVE BOARD 

·. X-1093 

The attention of the Board has been .called to the fact. that in 
some Federal Reserve districts note brokero, in order to place paper held 
by them, have advised banks that Treasury CJrtificates of indebtedness 
will be taken in payment for pap~r purchased. These certificates are 
taken by the b~okets at a discount and are s~bsequently offered by them 
in the market at a ptice below par.· · 

It is n.ecdless for thE! Board to point out that transactions of · 
this kind are highly detrimental to the interests of the United States and 
that they should be avoided. It is i.mp·ortant however, that no steps be 
taken which w®ld give any ba»k the impression that it is not free to sell. 
Treasury certificates owned by it whenever its own condition is such as to 
make a sale advisable. 

The Board is info~sd that. the Federal Reserve Bank of New York 
rGcently called a meeting of the New York note brokers, and that after a 
vary· full and free discussion of the subject, it was agreed by all present 
that "effecting an exchange or selling these certificates at a disco1.1nt 
from par had an evil effect on the Government's current program for placing 
large amounts of the certificates bi-weekly, and is a practice that should 
be stopped." · 

There is inclosed hereWith a list of the firms present at .. the 
meeting, all of which agr~ed to advise their branch offices inthe variou~ 
cities to discontinue the practice above described. 

It is suggested that Y0\1 take such st.eps as n:a.y be ne~essary to 
prevent transactions of this kind being undertaken in your district1 or to 
bring about the discontinuance of such a practice if it already exists. 

Very .truly yours, . 

Governor, 
1'he Governor, 

Federal Reserve Bank; . 
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COMMERCIAL PAPER BRQKER~. 

Bayne, Hinc & Company 

Bl~ko Brothers & Co~pany 

Bond & Company, S. N. 

Bond & Goodwin 

BUrr & Company 1 Gee. H. 

Campbol~, Heath & Company 

Curtis & Sanger 

Gay & Company, w .. 0. 

Goldrr~n, Sachs & Company 

Hathaway, Smith, Folds & Company 

Holbrook, Corey. & Company 

Morrill, Lynch & Company 

MOsoloy & Company, F. s. 

Naumbu rg & Company, E-

Shaw & Company, Philip M. 

Woil, Farrell & Company 

Saloman Bros. & Hutzler 

July 251 1918. 

61 Bnad.vay R3ctor 9580 

44 .Wall StrJot ·John 2431 

111 Broadway Rector 7820 

111 Broadway Roctor 5770 

120 Dl·oadway 'Ro ct or 87 40 

5 Nassau Str3·.Jt Restor 2334 

49 v•c.;.lJ Street Hanovor 6144 

61 Bro~dway Re-ctor 5868 

60 Wall Stroot. Hancwar 5800 

45 Wall Stro3t Hanov:::r 6180 

31 Nassau StrQ6t Cortland 5320 

7 Wall Stroot· Recto~ 6070 

26 Exchange Placa Hanover 6474 

14 Viall Stroot Rector 8780 

15 'lllilli::un Street Broad 1800 

60 V'all Stroot Hanover 2217 

27 Pine Stro.ot John 6300 

·.. . .1!';./i 
Q-6 :tt 
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EX·OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD H. PARKER WILLIS, SECRETARY ~!': ::;; 

SHERMAN P. ALLEN. ASST.SICRETW-"0' 

AND FISCAL AGENT 

WASHINGTON ADD!'ES~ REPL.Y TO 

FEDERAL RESERVE BOARD 

DIVISION OF REPORTS AND. STATISTICS· 

July 27, 1918. 
X-1094. 

Dear Sir! 

. Since the inau~ration of thG daily gold settlJ~nt 
fund on July 1st, there have been many inexecusabla errors in 
toe·settlomcnt telegrams sont to the Fodoral Reserve Board, 
apparently due to ca~elossness. 

SuCh errors result in unn~eessary delays in the set~ 
tlomont; and are a source of inconvenience to the othor Federal 
Reserve Sanks Who oxerciso.more care in the preparation of their 
xrossages. 

It is requ~sted that you again caution tho propor 
department as to the necessity of extromo oaro being usod in 
tho preparation of sottlomon~ telegrams, and you arc infor-med 
in this connection that an·officicncy rocord will be maintained 
by tho Board so as to determine tho banks·actually at fault, a 
copy of Which will be sent at the end of each month to all Fed­
eral Reserve Banks. 

Very truly yours, 

Assistant s~crotary. 

F3doral Reserve Bank, 
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l!:X·OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASUitY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER Of THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

>, ~ly 29, 1918. 

~ntlomon: 

W. P. G. HARDING, GOVIII:NOR 

;:~~E:i:~~~~~=N~ICI GOVIRNOR ::: f!~ 
ADOLPH C. MILLER "-" 1'...~ 
CHARLES S. HAMLIN 

H. PARKER WILLIS, SECRETARY 

SHERMAN P. ALLEN, AsST. SECRETARY 

AND FISCAL AGENT ' 

ADDRESS .RBPLY TO 

FEDERAl. RESERVE BOARD 

X•l09'1 

'rho quostion of local holidays intarforin& with ths daily gold 
sattlomcnt bas COillO up, a.nd in order that there ma.y- be uniform practice, 
you are advised ~hat tbcre will be a esttlomcnt ·~~ day with :tho ax•ep• 
tion of the fol.lowingr 

New Y3ar•a Day, January. 1st; 
Lincoln's Birthday_, F~bruary lath; 
Washinston's Birthdaf, Fobruary 224; 
Du.coration Da:;, .lay 30th; 
Indapondonce Day, July 4th; . 
Labor Day, First Vonday 1n S3ptom'ber; 
Oolumbus lAy, October 12th; . 
Eleotion Day, first TUoe4ay in NovomberJ 
Thaak•giving Day, Last Thursday in Novombo~; 
Christmaa, Doo3mber 25th.. 

.. 
'lhe Boari wl~ on4~a.Yor to giVe timely advice that thoro will 

'bo no eett1aa23Dta on tl\o clays JtOnt1onecl. 

1bo Boa.rcl wUl not consider other clays as holiday• so tar ae 
tho 4a.Uy eottlemeftt ie concorno4, ancl your books u.ust bo opened for the 
purpoeo of rm.klng ontriea incidont thonto. You are therefore instn~ctocl 
on other holicla.ys to tranem1t you.r settlement toleg:ram either by send.izlg 
it over ccmnorcial wire on tho n:labt pro ceding tho hOlid&y, or hav:lng 
your telegraph operator ro:port for duty a.s usual on tho morning of tho 
holida7• If roquestecl to do eo, tho Board will sond ita talegn.m sbOII'-

. ing result of sottlODnt over conmaroie.l wiro, but otherwiso you must 
ha.vo your operator on duty to r()coivo tho moaaa.go over tho loased wires., 

Vory truly yours, 

Aas~tant Secretary. 

Appr~o4: 

Governor. 
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EX-OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

Dear 

FEDERAL RESERVE BOARD 

WASHINGTON 

July 31, 1918. 

I have the honor to adviso you that under th::J Act 

of July 3, 1918, tho FJdera1 Reserve Bo:1rd has granted you 

additional compJnsation for tho fiscal year onding Juno 30, 

1919, at the rate of $ per annum. 

W, ~. G. HARDIN~i-fiOVERNOR 
-- --~~E GOVERN!~!;~ 
ADOLPH C. MILL • " U' ,·;. 
CHARLES 5. HAM!!! . 

;; A. BRODERICK, SECRETARY 
l. C. ADELSON, ASSISTANT SECRETARY· 
W. T. CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY. TO 

FEDERAL RESERVE BOARD 

X-1C99 

This additional compJnsation oxpiros by limitation· 

on June 30, 1919. 

Vory truly yours, 

Assistant SJcretary. 
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Ex.OFFICJO Ma:Mal!:ft9 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER; Of' THE CURRENCY 

Doar Sir: 

FEDERAL RESERVE BOARD 

WASHINGTON 

August 1~ 1918. 

W. P. G. HARDING, GovnNOI\ 
PAUL M. WARBURG, VICIIiiOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN ~:::' 

~~·-

H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1100 

The Federal Reserve Board is desirous of Obtaining aceurata 

and trustworthy statistics showing the relative volume of banking busi­

ness at. variov.s: l)Oints, and to this end it encloses you herewith draft 

of a lottor which it wishes you to send to the manager of each of tho 

clearing houses in your district. The lotter will bo solf•explanatory 

as to tho procedure to be followed up to the time reports are roeoived 

by you from tho several clearing house points. \~on these reports have 

been received they should be tabulatoJ. and a message giving tho replies 

from each clearing house point should be tolograph0d to tho Federal Re­

serve Board, Division of Analysis and Research., on Saturday morning ot 

each week. In view of the importance of the information desired, it is 

recomnendod that (jach Foderal Roserve bank b:3ar the cost of all telegrams 

transmitted to it by cloaring house managers. 

Very truly you~s, 

Governor. 

Federal Reserve Agent, 

Enclosure .. 
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Dear Sir: 

The Federal Reserve Board desires to obtain figures showing as 

nearly as possible the actual volume of banking business tr~nsacted 

at the various clearing house points throughout the country. At present, 

the ·•Bxchanges for Clearing House" as currently reported, do not always 

furnish an accurate index to the volume of business at any given point, 

as they include only those checks which pass through the clearing house. 

You are therefore requested to obtain from each of the members of 

your clearing house figures showing for a 2eriod beginning Friday, August 

9th, and ending at close of business Thursday 1 .ti.Ugust 15th. and for each 

weekly period Friday to ~'hursday thereafter, the total of checks drawn 

on and paid by each reporting bank: 

(a) By individuals, firms and corporations, and the United 

States Government. 

(b) By other banks and bankers. 

(DRill<'% .A.1l) CH.0CK0 ON O'IH~R BANKS .AR.....; NOT 'l'O B .. .:; INCLUDLD) 

'l'}le figures thus obtained should be telegraphed as combined totals 

on .L'r i.clay of each week to the Chairman ef. the ~oard of Directors of the 

Federal Reserve Bank of this District. If, however, there are members 

of your clearing house who are not members of the Federal Reserve System 

and who object to furnishing the data called for, you will please forward 
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totals of the returns actually received by you from assenting banks, 

adding the names of banks which do not report. 

The Feder.:-<:]_ Reserve Board \Jill appreciate your ...:;l-ttent.l.on to this 

inquiry. 

Yours very truly, 
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X-1101 

August 1, 1918. 

ADVANCES TQ BANKS BY THE WAR FINANCE CORPORATION 

To Banks and Trust Com~anie.s of 
th0 Federal Reserve District: 

With reference to our pbjvious statom;mt, and in 
answ3·r to inquirios for furth~r particulars relating to advancJs by 

..... 

tho War Finance Corporation to banksj applications for which.are to bo .· 
forwarded ~o this Bank, as fiscal agent for tho corporation~ ploaso note 
tho following: 

l. These advanceS will bo rr.ade ~ly in merito.rious. cas.)S · 
where it is c1oar that funds arc noodcd for agricultu~al 
or atoc:k taising requ:irJtnc;:nts and can not be ro,,L·,ily 
soctired at reasonable rates oiscwh~re. 

It will be nacessary whon applying for a loan to 
oxplain your inability to obtain it in tho ordinary cov.rse of busin0ss., 
from the usual bankin'g sources. · · · 

2. ~bon formally rr.aking application for a loan, tho application 
nust bo accompani0d by a resolution of the bank.., passed at 

3. 

a f onral meeting of the Board of· Directors,. duly authorizing 
tho loan to be made_, and the pledge of the bills. receivable 
and oth0r collateral of the bank as security thorofor1 with 
the agreement to furnish additional security whenever re­
quired~. also empowering a sp.:;cif ic oUicor of the bank to 
execute its note. Tho application must~ further, be aecom­
paniea by a full statcrr~nt of tho bank1 upon a for.m which · 
will bo supplied for the purpose. 

The bills receivable of tho bank offered as collateral 
security ~st b~ listed upon the regular discount ap­
plication form of thie B~nk 1 and all th~ information 
th.:;rcon called for nust be given. Credit statements of 
the makJrs of the paper rrust be furnished when required. 
The bills receivable offered must be paper evidencing 
financial assistance 1 giv<m after April 6, 1917, directly 
or indirectly to a person1 firm1 corporation, or association 
conducting an ostablish.:;d and going business in the United 
States, whose operations are necessary or contributory t~ 
the prosecution of the war. Parties engaged in fanning 
operations# or in the bro~ing or fattening of live stock1 

are held.to bo conducting a business of tho kind above 
ref erred to. 

RcspJctfully yours, 

61 
~~ 

FEDERAL RESERVE BANK OF --------
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~X-OFFICIO MEMBERS W. P. (;. HARDING, GOVERNOR 

WILLJAM G. McADOO 
SECRETARY Of' THE TREASUflY 

CHAIRMAN 

PAUL M. WARBURG, VICE GOYIRNOR 
FREDERIC A: DELANO 
ADOLPH C. MILLER 

CHARLES 5. HAMLIN, , ~~;" €;2 . 
JOHN SKELTON WILLIAII!S 

COMPTROLLER OF THE .. CURRENCY FEDERAL RESERVE BOARD 
,. •.. 

H. PARKER WILLIS, SECRETARY 

SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPLY TO 

FEDERAL I(<ESERVE BOARD 

The Honorable, . · . 
Tho See rotary of· tho Treasury, 

Division of Loans and: Currency.:· 

Str: 

on behalf of t'hb Fodoral. Bosorv(r Bank of 

yo~ will pioaso deposit with tho Comptrollor of tho Currency, 

two po r eont cort iUeatos of· indo btodne.ss · in tho a.tll,!)~t of $ 

to bo hold. as- securitt .for .. ita issuo. o.f. Fodoral Rosorvo ban~ 

notos. 

Tho said.· Fodoral 1\osorvo 'bank1 upon. tolographip ad1'1Co. 

trom you of the dopoti't of. tho cortiU.ca.tos. of indobtcdnoss1 

will imt.odiatoly crod.i:t· the Troasuror ot tho U.nitod st-a~os,. 

in gonotal aeaaunt, with tho abovo amount. 

Rospoctf.ul!l.,f~ 

Governor. 

X-1109· 
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EX~OFFJCfO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF' THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 

FEDERAL RESERVE BOARD COMPTROLLER OF lHE CURR£NCY 

WASHINGTON 

Comptroller of the CUrroncy, 
Washington, D. C, 

Sir: 

W. P. G. HARCING, GCVERtiOR 
PAUL M. WARBURG, VICE GOVERNO~ '? 
FREDERIC A. DELANO \:.Y -~!J 
ADOLPH C. MILLER ,.. .. 

CHARLES S. HAMLIN 

H. PARKER Wit LIS, SECRETARY 

SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENt 

ADDRESS REPLY TO 

FEDERAL RESERVE'BOARD 

X•lllO 

Tho Secretary of the Treasury has today boon roq_ucsto4 

to deposit with you cortifica.t;s of in4obtodnoes of tho 

Unitod Statos in the amount of $ for account of tho 

Fcdoral Reserve Bank, a$ security 

for Federal Rcsorvo Bank Note circulation. 

Please send to tho Fodora.l Rosorvo Bank of 

· !'.dcral Rosorvc bank no.tos of its own 

issue.., in tho amounts and d~nominations as follows: 

Rospoctfully, 

Govornor. 
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W. P: G. HAROING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 

£xe0FPICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

FREDERIC A. DELANO 6 
ADOLPH C. MILLER ;i',f._ 

'CHARLES 5. HAMLIN ';i: 
CHAIRMAN 

·JOHN ~KELTON WIL,IAMS 
COMPTROLLER OF 1 HE CURRENCY 

. ' 

FEDERAL .RESERVE BOARD 
H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS ftBPLY TO 

CONFIDENTIAL. 
FEDERAL RESERVE BOARD 

.Augl.ist 6, 1918. 
X~llll 

Dear Sir: 

In connection with the American Bankers Association Code 
now used for transactions in the Gold Settlement Fund~ ·you.will please 
add the four special code words, as follows.: 

SETONKNAB - You are advised that acting under your power of 
attorney the Federal Reserve Board has today 
requested the Secretary of the Treas~ry to de­
posit with the Comptroller of the Currency two 
per· cent eertiffcate!'J ·of indebtedness in the 
amount oi $ to.be held as security for 
your issue of'Federal Reserve ~nk notes~ Upon 
receipt of telegraphic advice .from the .Secretary 
of the Treasury that he has deposited certificates 

EVRESER 

UREDEF 

· of indebtedness for like amount., for your account, 
you will please credit the Treasurer of the United 
States, in general account, to cover. · 

- The Comptrolle·r of the Currency has been requested 
to send to you Federal Reserve .bank n.otes in amOUI\ts 
and denominations as follows: · 

There is being shipped to you Federal.Reserve bank 
notes of Federal Reserve Bank of $ __ _ 
Your account in Gold ·Settlement Fund is being· · 
charged accordingly. 

REDLETTER - Your account Gold Settlement Fund is being credited 
$ account of your -----:-~ Federa:l. Reserve 
bank notes being ~hipped to Federal Reserve Bank ----

Very truly yours, 

Assistant Secretary. 

The Governor., 
Federal Reserve Bank, . 
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I!:X·OFFICIO MKMBERS 

WILLIAM GI,.McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
• COMPrROLLER OF THE CURRENCY 

CONFIDENTIAL 

Dear Sir:. 

W. P. Q. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GiOYIRNOR 

FREDERIC A. DELANO 6 
ADOLPH C. MILLER ~.5 
CHARLES S. HAMLIN .~. 

FEDERAL RESERVE BOARD 
H. PARKER WILLIS, SECRETARY 

SHEifiiAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AlENT 

WASHINGTON ADDR .. SS REPLY TO 

FEDERAL 'RjtSERVE I!OARD 

August 71 1918,; 
x-i11a 

Th~ Board·has. given special attention 6f late to ~he question of 

reserves, which for.son:e 'tirr.e J)ast have.shonn a dONnw.ard tendency •. 

.A decline in reserv.e petce~tages is inevitable as long as the Treasury 

iii forced to clraw ll:pon the financial resouraes of the cbu11:try more 

·:mp·1.0.1~· than deposits based upon earnings ca.n accumulate. However, we 

chould n.ct forget that $9.o,poo.,ooo silver has been withdrawn from cir­

Cl:.latio:r.. since April, and when the FederaJ. reserve bank notes, which we 

are assu~ed will be available about August 15th,. can be pUt into circula-

tion i.l an.a;nount -equivalent to the silver certificates which have been 

w~thdra.vm. we will be· able to strengt}:len our gold reserves by a.pproxi­

I;~ataly $451 000,000~ In addition to thi.s, .. the Treasury will be able 

in the near future to turn over to the Federal reserve banks ten or 

tv."'Snt·y million dollars more of gold, and we should thus be able to nain­

t.ain our reserves for awhile in the neighborhood of 58% •. 

The Board has reaChed the conclusion that before any steps looking 

to the suspension of reserve requirements are seriOQely considered, the 

Fe.daz:a,l resanre banks should nake an arbitrary computation of their re~ 

serves against deposits on a. basis of 35%, .thereby increasing in a. 
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corresponding degree the reserves against note issues, which, for the 

time being, on the basis of 35% for reserves on deposits, would be 

abpve 7!S%. 

The position of the twelve Federal reserve banks on August 2, 

19]8, was as foll~ns: 

Total cash reserve· •• ~ •................... $2,034,918,000 

Net deposit liabilities ..................... 1,5581 839,000 

35% thereof ............. .-.................. 545,594.,000 

Federal reserVe notes in circulation....... 1,906,465,000 

Note reserve available .................... 1,489.,324,000 

Per cent.4•••••••·····~·~~ ••••••••••• ~... 78.1 

Vv'henever the reserve against notes shall fall to 40%., the deposits 

reserve having been maintainea at 35%, it will then be the policy of 

the Board to maintain the note issue reserve at the 40% level, and, if 

necessary., b.:Jgin to reduce the reserve against deposits until it reac}1es 

a figure :o:ete rially below nonraJ. - say 20% .. 

Section 11 reqUires that the Board 11shall establish a graduated. 

te.x upon the amounts by which the reserve requirerr.ents of this Act rray 

be permitted to fall below the amount hereinafter specified 11 .. The 

Board is authorized., therefore, to establish a very reoderata graduated 

tax upon deficiencies in deposit reserves, but in suspending the re­

quirements on note issue reserves,the Board would be bound by the tax 

imposed by the Act, as follows: 
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fi'When the reserve falls below forty per centum, until 
it reaches thirty two and one half per centum, a tax of not 
more than one per caatum." 

Down to 3ai%, therefore, the Board has the discretion of imposing 

a moderate tax upon the deficiencies in note issue reserves in the same 

manner as.it can deal with deposit reserve deficiencies. Whenever the 

Federal reserve note issue reserve falls below 38!-·%., however., it will . 

become the Board's duty to fmpose.a tax of not less than It% upon each 

zk% deficiency or fraction thereof. 

There seems ·to be no reason., however, to apprehend in the near 

future·, if ever, a fall in our reserves to this point, and we can do a 

great deal in the nanner above indicated to delay any such development. 

\~en confronted with such a condition, we can then consider the advis­

ability of asking Congress to modify the terms of the Act. 

Before any action is taken looking to the suapension of reserve 

requirenants, we should exert every effort to complete the concentra-

tion of gold in the Federal reserve banks. There are still in the vaults 

of member and ·non-member banks, in circulation, and in hoarding, -

entirely outside of the vaults of the Federal reserve banks - about 

$SOo,ooo,ooo. of gold and gold certificates. As much of this gold as 

possibl.e should ·be brought into the bankS' while our note reserves are 

still high and before there is any tendency upon the part of mhe public 

to become alarmed~ . 

In view of the foregoing the Federal Reserve Board desires that 

the Federal reserve banks adopt a dual method of calculating their 

reserves, as follows: 
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:1: As heretofore, (a) gold reserve and (b) cash re­
serve on combined deposits and note issues; 

a·: Fixes reserve on deposits of 35%, in gold and 
lawful money, 5% on Federal reserve bank notes, 
leaving a Iluctuating reserve on the Federal 
reserve· not"e issue, which would receive the 
benefit.of the entire excess aboTe 35%, and 
5% respectively. 

These reserve percentages will be published in the weekly 

X-1113 

statement of the Federal Res~rve Board, and in this way the public 

will gradually becorr~ accustomed to a.reserve of 35% against deposits, 

while Federal reserve note issues will,for a considerable time show 

a very strong gold aover. 

·The Federal res&rve ·banks are not expe c. ted to publish their 

percentages in their- own statements, and this letter is confidential 

and·not for publication. 

Very truly yours~ 

Governor • 
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Ex·OFF1C10 MEMBERS 

'

LIAM G. MCADOO 
SECRETARY OF THE TREASURY 

- t. CHAIRMAN 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVIRNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

JOHN SKELTON W)!..LIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

e.g 
H. PARKER WILLIS, SECJ¥TARY 
SHERMAN P. ALLEN, AsST. SECRETARY 

. . 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPLY TO 

FEDERAL RESERVE llOARD 

.August 12., 1918. 

X-1118 

Dear Sir: 

Recently the Federal E.eserve Bank of Chi.~ago ·raised its 

rate on transfer drafts sold from 10 cents to 15 cents ;per day per 

one thousand dollars. This was equivalent to a.n increase in ra~es 

from 3.65% to approxin::ately sf~ per annum. 

Believing that you will be interested_, I am inclosing 

herewith copy of the letter received from Deputy Governor McKay 

of the Federal Reserve Bank of Chicago, showing the efiect of 

the change. 

Very truly yours, 

Governor. 

Federal Reserve Agent, 

Inclosure • 
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FEDERAL RESERVE BANK OF CHICAGO 
79 West Monroe Street. 

Hon. i~. P. G. Harding, Governor 
Federal Reserve Board1 

Washington, 
District of Columbia. 

My dear Governor Barding: 

Mr. McDougal, before leaving on his vacation a few 
days ago, requested rr.e to advise you regarding our operations in 
the ~rcba.se of dorr.estic exchange. You will ... recall that when 
Mr. McDwgal. was in Washington recently, he nade the suggestion 
that the .rates for the purchase of New York exchange be increased 
fram a.65 per cent to appro~ately 5l per cent. 

Following your suggestion that instead of all the 
Federal Reserve Banks raising the . tates, that the Federal Reserve 
Bank of Chicago, might raise its rate in order to determine what 
the results would bej beginning August 1st we raised the. rates of 
exchange purchased on all ot the Federal Reserve *ities from 10 
cents per.thousan4 401lars per day to 15 c,nts par th~and dollars 
per day~ the latter tat& being approxtmately at the tate of ~ per 
cent per annutna 

During the month of July, when the old rates were 1n 
effect, we purchasecl exchange in the form of drafts amounting to 
$208,150,000. being an average of $8,005,000. per day. Since 
August let, we ~ave purchased $14,452,000. in drafts, the daily 
average being $2,890,000 • .. 

The dally outstanding dra.fts purchaeecl* or in otb.er 
words, the amount of float we ~rried on these drafts during JUly 
averaged $12,364*000. Since August 1st, the amount of float has 
averagect $3,897,000. daily.. 'fhe tele~raphic transfers purchasecl 
during the month of July amounted to $88,475,000. the cta.ily 
average being $3,403,000. Since August lst, the telegraphic 
transfers purchased have amounted to $33,925,000., daily average 
of $6,785,000. 
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Our action in increasing the rate of purchase of trans­
fer drafts from 3.65 per cent to 5i per cent has resultea in re­
ducing the amount of float carriea on trans!er drafts $S;467,000. 
and has more than doubled the daily average amount of transfers 
purchased by telegraph. 

We are of course accepting transfer drafts from member 
banks on other Federal Reserve cities for deferred availability 
at par, in accordance with our tirr~ schedule. The reduction in 
the float has correspondingly increased our reserve position and 
we feel that the results obtains~ are quite satisfactory, 

The above is submitted for your inforrration. 

Respectfully ~ubmitted, 

C. R. MCKAY. 

Deputy Governor. 
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!!:X·OP'F'JCIO MEMBERS 

WILLIAM ..l..WcADOO 
y• ..., SECR-Y OF THE TREASUBY 

W. P. G. HARDING, GOVERNOR ~C) 
PAUL M. WARBURG, VICIGOVIRNOR & r<::d 
FREDERIC A. DELANO ,..,.. 
ADOLPH C. MILLER 
CHARLES s. HAMLIN . CHAIRMAN 

JOHN SKELTON WILLIAMS 

FEDERAL RESERVE BOARD H. PARKER WILLIS, S!CRITARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

1 

'• . 

COMPTROLLER OF THE CURRENCY 

WASHINGTON ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

August 12, 1918 • 
. X:-1120 

Dear Sir: 

There is inc~osed for your inforuati~ copy of an opinion 

by Counsel ae to the treatment as a l~bility of the ~aker to the bank 

for borrowed money4 of_ a note Which has been rediscounted by a member 

bank. 'the Boaf(l does not mean to suggest that n:ember 'banks should 
... 

' avail themselves generallY by rediscount.ing, of their authority to 

trant lines of crecU.t in excess· of 10 per cen,t of their capital and 

surplus as ~rescribed by Section 5200 of the aavised.Statutes1 as i~ 

is the belief of the Board tha.t wherever com~tible with the public. 

interest, ¥red~t shi:u14 be ouriailecl rather than ekpanded. Banks 

shOUld kee~ in ~d thei~ contingent l~ability on rediscounted paper 

which, if not paid by th~ uaker.. nust be taken up by the endorsing 

~nlf, and i~ unable to reciiscount a. renewal, the bank. would find 

itself enaumberecl with an excess line. Jn cases, however, where banks . . ' . . 

wish to grant l~rger credits with Govenm:ent obligations as security, 

the power Cl.ltline4 in the Counsel's letter rray be a.va.ile.4 of to 

advantage. 

Very truly you~a, 

Governor. 

The Governor, 
Faderal Rese~e Bank, 

Inclosure. 
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M. C. Elliott 
Counsel 

FBDBRA.L RESERVE BOARD 

WASHINGTON 

x-n2oa 

August 7, 1918. 

My dear Governor: 

In an op1n1on approved by the Boa~d and published 
on page 638 of the July, 1918, Bulletin, the question was 
considered whether a note rediscounted by a member bank 
should thereafter be treated as a liability of the maker to 
the bank for borrowed money. In that opinion the following 
statement appears: 

nThis question was considered by the Board and 
by the office of the COmptroller in connection with 
the limitations prescribed by Section 5200 Revised 
Statutes on liabilities to a national bank of any 
one person, firm or corporation. 

The conclusion was reached in that case that 
notes which have been rGdiacountud by a national 
bani.;: and which are no longer ormo<i or held by the 
baru{, should not be included as a liability of the 
maker to the banl-l: for borrmved money Yli thin the 
meaning of Section 5200. 11 

Exception has been taken to this conclusion by 
some of the officers of the Federal reserve banks, and by 
certain national bank examiners, and there seems to be some 
apprehension on their part that this ruling of the Board 
may be used by member ban.lrs for the purpose of evading the 
limitations prescribed by Section 5200. 

Yo~ have aslced this office to give further consider­
ation to the question involved and to suggest \-.rhat, if any, 
action the Board or the Comptroller should take to prevent 
excessive loans from being made urAer authority of this rul-
ing. 

THis question is one which involves the applica­
tion of the law of negotiable instruments. 

Under Section 5136 Revised Statutes, ·;;hich pre­
scribes the corporate powers of national ban~r:s, such banks 
are authorized, a.-nong other things, to discount and"negotiate" 
promissory notes • 
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Under the Negotiable Instruments Law (Sec.30) 

11An 'instrument is negotiated when it is transferred from 
one person to another in such manner as to constitute the 
transferee the holder the reof11 • 

Under S.action 5200 Revised Statutes the liabilities 
to a national bank of any one person for borrowed money are 
limited to an amount which mu~t not exceed ten per cent of 
the capital and surplus of the lending bank. 

Under authority of these two sections it is clear 
that a national bank may discount the note of a customer 
Ylhich does not exceed in amounf ten per cent of its capital 
and surplus and may subsequently negotiate or sell this note 
to a bona fide purchaser for value without notice .. 

The question involved is whether the maker of the 
note continues liable to the bank after the note has been 
negotiated and is o>vned by a bona fide holder in due course • 

Section 51 of the Negotiable Instruments Law pro­
vides that -

"The holder of a negotiable instrument may sue 
thereon in h~e-own. name and payment to him in due 
cotirse discharges the debt 11 • 

!t is clear, therefore, that when such a note is 
rediscounted by a bank its rights are transferred to the 
holder in due course and the maker becomes liable to the 
holder. It necessarily follows that the maker's iiability 
to the bank ceases. If this were not true the mak:er might 
obtain a dischar3e of his liability on the note by paying 
the banlt even after it had transferred its rights by en­
dorsement of the note to a bona fide holder. 

To hold that the maker of a note continues liable 
to a national bank for money borro..,-md,after the bank has 
rediscounted the note, would be equivalent to holding that 
a negotiable promissory note loses its negotiability when 
discounted for the maker by a national bank. There is 
clearly no legal justification for such a conclusion. 

It h~s been suggested that the position taken in 
the opinion .under consideration constitutes a radical de­
parture froo previous rulings of the Car.1ptrollcrs office • 

It is true that for m~ years it was custooary 
for mtional b1.nks to continue to carry as assets notes 
which had been rediscounted. This practice, which necessarily 
resulted in a duplication of the assets of n~tional banks, 
has, however, been discontinued and while the reports ot con­
dition now show the Ol':lount of bills or notes rediscounted 
those amounts are not included in tho total assets of the bank. 
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It necessarily follows that unless a note remains an asset 
of a bank after it has been rediscounted it does not constitute 
a liability of the maker to the bank but becomes a liability 
of the maker to.the bona fide holder. 

This principle has been consistently recognized by the 
Comptroller's office in the administration of the estates 
of failed banks. The maker of a note held by a failed 
bank is ordinarily entitled to offset his deposit balance 
with the bank against the note but in the administration 
of receiverships the Comptroller has consistently declined 
to allow the maker of a note to offset his deposit balance 
if the note is not in the hands of the receiver but is held 
by some other bank under rediscount on the ground that he 
may thereby obtain preference over other creditors to the 
extent of the offset if the estate of the bank is 'nsufficient 
to pay the depositors in fUll. This question was involved in the 
case of United States P4P! v. Mq~ir.,ll6 N• C. 550;21 s. E. 
~- In tl1a.t case the maker of the note ''"a.s endeavoring to 
~ve,his liabi~ity treated as a liability to the. bank in 
order to obtain the benefit ot an offset but the court 
dis alloo.-.,ed his claim. 

With all due deference to the opinion of those nho 
have taken exception to this ruling of the .Board, the fear 
that it may be successfUlly used by banics to evade the 
limitations of Section 5200 seems to be very much exaggerated. 

So long as the customer's paper is well secured or 
is of such intrinsic value as to find ~ ready ~~rket with 
other banks the contingent liability incurred by the endorsing 
bank is not of serious consequence. On the other h~, if 
the p~per offered for rediscount is not intrinsically valqable 
and the offering bank is merely seeking to evade the limitations 
of Section 5200,it is not likely that other banks would feel 
disposed to rediscount such paper. They would in such case 
be muCh more likely to require the borrowing bank to execute 
its note secured by its customer's note with a proper margin, 
in which case the customer's paper would remain the property 
of the borrcw1ing bank and would have to be included in the 
liabilities of the ~rs to the borrowing bank. If the 
borrm7ing bank, in order to evade the limitations of Section 
5200, should enter into an a~eement with its correspondent to 
repurchase rediscJunted paper before maturity, or to leave 
the proceeds of the rediscount on deposit with it, the trans­
action would not have been entered into in good faith and an 
examiner or officers of a Federal reserve bank would be 
justified in treating such paper as subject to the limi-
tations of Section 5200. 
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As stated by Daniel on Negotiable Instruments 
(Section 779-b, Volume l, Sixth Edit ion)-

"U:rdR' several provisions of the statute (Nego-
tiable Instruments Law),it is held that merely giv­
ing the transtetrer credit does not constitute the 
transferee a holder in due course. Thus when a bank 
simply discounts a note ani credits the amount thereof 
on the endorser•s account, without paying to him any 
value for it,such bank is not a purchaser for value 
or a holder in due course as defined by the statute". 
(AlbaRv County Bank v. People's Co-operative Ice Co., 
~6 N. Y. S.772, 92). 

If, however, a bank negotiates a note of its 
customer in good faith in order to obtain additional fUnds 
to take care of the needs ot other eustaners, there would 
seem to be ~o justification far ~ting the liability of 
its customer to the bona fide holder of the note as a lia­
bility to the bank itself. The tact that the bank is 
contingently liable as end.ars~r and may be called upon to 
pay the hate if the maker defaults should very properly be 
taken into eonside:ratiob in dete:n'nining liabi-lities that 
may be i~urred by the bank under Section 5202 but should 
not be taken into consideration in determining the li:!bili ... 
ties that may be incurred to the bank under Section 5200. 

The Board ha.s heretofore ruled that a national 
bank may lenl to one customer an amount equal to ten per 
cent of its capital and surplus and may the rea:fter accept 
drafts of the same customer under authority of the Federal 
Reserve Act.. In this case the bank assumes a direct and 
not a contingent lia. bili ty on the drafts accepted and is 
the primary ob:Ugor. This fact. however, does not justify 
the Board in requiring banl~ to treat this liability as­
sumed by the bank as a. liability of its customer to the 
bank f'or borrowed money within the rmaning of Section 
5200. 

If the Board feels that it is necessary to take 
any affirmative action to prevent its ruling fr~~ being used 
by member banks as a means of evading the limitations of 
Section 5200, it is suggested that it might amend Section 
lll of Regulation "A", series of 1917, to read substantially 
as follows: 

111. Applications for Rediscount. 

"All applications for the rediscount of 
notes, drafts or bills of excl1ange, must contain 
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a certificate of the member bank in form to be 
prescribed by the Federal reserve bank, that to 
the best of the knowledge and belief of the offi­
cers of the applicant bank, such notes, drafts 
or bills of exchange have been issued for one or 
more of the purposes mentioned in 2 (a); such 
certificate shall also show whether the notes, 
drafts or bills discounted for any one borrower 
whose paper is offered for rediscount, exceeds 
ten per cent of the capital am surplus of the 
applicant bank,including notes, drafts or hills 
held in its ovn1 portfolio or under rediscount 
with other banks. 

If the aggregate of such notes, drafts or 
bills does exceed tert per cent of the Capital 
and surplus of the applicant bank, such certifi­
cate shall shcm (a) the amount held in itS own 
portfolio, (b) the amount rediscounted with other 
banks,(c) the amount and character of security 
held;(d) whether or not the member bank is under 
agreement to repurchase at or before maturity 
notes, drafts and bills rediscounted. (o)whether 
or not it has received the actual proceeds of 
notes, drafts and bills rediscounted or mere~ 
a book credit therefor." 

With this regulation in force,the Federal 
reserve bank i.-.rould be able to determine the amount of 
secured am unsecured paper diScounted by the applicant 
bank for any one borr~ver and rediscounted with other 
banks. If properly secured, the contingent liability 
of the member bank on the paper rediscounted in good 
faith would constitute merely a nominal liability. On 
the other hand. if the intrinsic value of the paper re­
discounted appeared to be such as to make it more than 
probable that the endorsing member bank would be called 
upon to pay it, the Federal reserve bank could in its 
discretion determine whether such paper thlnlgh techni­
cally eligible should be accepted for rediscount by the 
Federal reserve bank. 

The Comptroller of the Our rency might in like 
manner require national banks to show in their reports of 
condition information called for in the Regulation of the 
Board as amended in aocordq:nae with the foregoing suggest­
.ion. 
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The National Bank Examiner might likewise re-
quire the officers of the national bank to certify on oath 
whether the bank is under agreement to repurchase rediscount­
ed paper and whether it has received the proceeds of such 
paper or merely a book credit and, for reasons hereinbefore 
stated,mi8ht treat all paper rediscounted under an agree­
ment to repurchase or for· which merely book credits have been 
received, as subject to the limitations of Section 5200. 

Hon. W. P. G. Harding, 
Governor, 
Federal Reserve Board. 

Respecttu.lly, 

M. C. Elliott, 

Counsel. 

!" .. ~. 
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WILLIJ •: ~McADOO 
SEC!" l:Y OF THE TREASUiiY 

CHAIRMAN 

JOHN SKE:t: ON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

W. P. G. HARDING, GoVERNOR 

PAUL M. WARBURG, VICI GOVIRNOR 

FREDERIC A. DELANO 
ADOLPH C. MILLER. (A~: ,0 
CHARLES S. HAM~ ()/ ':.J 
H. PARKER WILLIS, >SECRETARY 

SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

August 12,~ 191S. 
X-1121 

Dear Sir: 

At the suggestion and ~pon invitation of the Feder,al 

Reserve Bank of Cleveland_, an infonral. meeting was held on August 

7th1 at the office of the Federal Reserve Board to dis~:Uss Federal 

Reserve Exchange drafts. The meeting was attended by representa-

tives of six Federal Reserve Banks. The recon:rnendations rr.a.de.1 a. 

eopy of which is inclosed with this ietter, have been considered 

and approved by the Board. 

(1) . Federal Reserve JJchanse Dmfts. 

Ef feci;ive September 3rd, the limit of drawings of such 

dl"afts shall be increased from $2p0 to $5,CCC. Federal Resen-a 

~Banks l)aytng E~change drafts of other Federal Reserve Bartktj will 

be permitted to deduct the amount paid fram the total credits re-

ported in the Gold Settle~nt clearing for the day. The daily tran ... 

script, forNarded to each Federal Reserve Bank1 should shaw the items 

credited for the day and a deduction therefrom of the Exchange· drafts 

paid for ita aceount. The net credit should agr9e with the figures 

reported in the Gold Settlenent clearinge. 
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(2) '!'he Board deems it desirable for the Reserve Banks 

to adopt the recommendation of the Oommittee1 that all Reserve BanKs 

give imnediate credit for Clearing House items on the day such it_en:s 
i, 

are received from other Federal Reserve Banks., the ·balanceQ so credit­

ed to be included in the credit balances reported for settlement 

throu~ the Gold Fund clearings. '!'he actual payment for such balances 

would then be rr.ade on the same day as settlement is received by the 

paying Federal Reserve Ba.nk for the checks and ~ther items it collects. 

(3) With respect to the reconmenda.tion that a more detailed 

analysis be uade of the 'float 1 situation (i. e., the extent to which 

.&r!iDe~~te credit has been given upon uncollected items) there is in-
(. . ~;~.jg". t'··~~;. .·.( •. •. 

hi~sed hereWith a memorandum prepared by the Statistical Division 

-~ J.L .::· 

'based upon the infonration which it has at hand. The Board is willing 

·to have a more detailed study of this question uade, but to do so will 

require a call for the necessary data from each Federal Re~erve Bank 

and it is believed that such study could best be nade at the different 

Fede~l Reserve Banks. 

Very truly yours, 

Governor. 

~ .·. 
: .. ~ 

.fj:.J; ~--;y :-.-:· : 

Inclosures. 
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Wa.shington1 August 7, 1918. 

Federal Reserve Board, 
Washington, D. C. 

Gen tlerren: 

At a meeting held in the Treaaury DepartJD.ent Building in the 
Board Room of the Federal Reserve Board, August 71 1918, at which the 
following were present: 

Mr. M. J. Fleming, Asst. Cashier, Federal Reserve Baxlk, 
Cleveland. 

Mr. s. H. Hendricks, Cashier, Federal Reserve .Bank, · 
New York. 

Mr. Pierre Jay, Federal Reserve Agent, New York. 
Mr. F. J. Carr, Asst. CaShier, Federal Reserve Bank; 

Chicago. 
Mr. Chas. A. Peple, Deputy Governor, Federal Reserve Bank, 

Richmond. 
Mr. Thos. Gamon, jr., Asst. Cashier, Fe~ral Reserve Bank, 

Philadelphia. 
Mr. c. C. Bullen, Cashier, Federal Reserve Bank, Boston. 

It is recommended to the Federal Reserve Board that the 
limit for the drawings of Federal Reserve exchange drafts be increased 
from $250 to $5,000 and that Federal Reserve Banks holding Federal 
Reserve exchange drafts of other Federal Reserve Banks be permitted 
to deduct such Federal Reserve exchange drafts from the total credits 
reported to the Federal Reserve Board in the Gold Settlement lUnd each 
day. 

In order to bring about a. daily settlement for clearing house 
items, it is recommended that all Federal Reserve Banks give immediate 
credit for clearing house items the day received from other Federal Re-

.\. serve B:lnks, without regard to the tilre of .a.a.y received, inasmch as the 
balance so created is reported to the Gold Settlement Fund at the close 
of business but is really settle:d the f ollcwing day when the checks 
have been collected. 

It is voted that the Federal Reserve Board be asked to cause 
\ a more detailed analysis of the "float" sitUation in eCl'ch Fedem.l Re­

serve Bank to be made, for such period as the Board may deem advisable, 
in order that there Dy be a more exact knowledge as to what constitutes 
a large amount of 0 floa.t 11 now appearing in the statement of the Federal 
Reserve system a.nd in order that each Federal Reserve ~nk rray study in 
a more deta.Ued way methods of eliminating its own 11floa.t". 

Respect.f\llly, 
M.; J. FLEMING. 
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EX·OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR 

PAUL M. WARBURG, VIC£ GOVERNOR 

WILLIAM G. McADOO FREDERIC A. DELANO C) f)\ 
SECRETARY OF THF. TREASURY AnoLPH c. MILLER C<lr:"v 

CHARLES 5. HAr.h:IN CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF 1HE CURRENCY FEDERAL RESERVE BOARD H. PARKER WilLIS, SECRETARY 

SHERMAN P. /,LLEN, ASST. SECRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS R!!i:PLY TO 

FEDERAL RESERVE BOARD 

MJ-JEH 

August 16, l91S. 

Dear Sir: 

Beginning with October l, l91S, it will be necessary 

for your bank to submit reports on the third Liberty loan, 

f' orm 127, only as at cl oso of bu.s inesa on the last day of 

each month. It is r~q,uested, however, tba.t you. continue to 

sand in the weekly r$ports dtirib.g th.;~ ramaindet of Atlgust 

and for the month of S~tember as proJll>tly as practicable 

after tha close of' business each Fridayr 

Tne rnnuscript for fo~s to be usad in reporting trans-

actions under th~ fou.rth Liberty loan will 'oe forwarded to 

the printer at an ~arly date, and it will be appr~ciatQd if 

you will advise us at your earliest conveni0nca of' any 

changes which you. may wish to have mda in tho f'ort.l now used 

!or the third Liberty loan. 

Very truly you.rs, 

Assistant Secr~ta.ry. 

Mr. 
Federal Raserv e Agent, X-1132 
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Ex•OFFJCIO MEMSERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF lHE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

AtlgUSt 16, 1918. 

8 i r : 

For your information, there is inclosed 

herewith a.n opinion of Counsel ',Ji th respect to the 

negotiability of a trade acceptance containing the 

provision: "If this acceptance is paid on or before 

-----' a discount of 5'1~ will be all0>7ed". 

Very truly yours, 

Governor. 

Inclosure. 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 

FRED£RIC A. DELANO 
ADOLPH C. MILLER 

- .. ./" 
CHARLES S. HAMLIN 8 O 

B. PARKER WILLIS,, 41SECRETARY ~~ ~._) 
SHERMAN P. ALLEN, AZST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPL. Y TO 

FEDERAL RESERVE BOARD 

X-1133 
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FEDERAL RESERVE BO.ARD 
WASHINGTON 

August l ,.4 1918. 

84 
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... My dear Governor: 

' ' 

In the accomp~ing letter the Board is asked for a ruling 
on the negotiability of a trade acceptance containing the following 
provision: 

11 If this acceptance is paid on or before •..•••.•••••• a 
discount of 5% iVi 11 be allowed". 

In an opinion of this office, approved by tho Board and pub­
liShed on page 200 of the L~rch 19l8 Federal Reserve Bulletin, the con­
clusioh ~1aS reached that -

"A trade acceptance which consists of an order to pey a certain 
amount. YJhich is tho amount of the debt minus a discount for prompt pay­
ment at maturity, or, if not paid at maturity, to pay a greater amount, 
which is the amount of the debt \7ithout any discount, is an order to pay 
a sum certain and is negotiable. u 

The principle involved in the two cases is somewhat analogous -
the only difference being that in one case the discount is allm7ed if pay­
ment is rmde at maturity ·,.nne in the other tho discount is all0\7ed if 
matarity is anticipated. In both cases the test of negotiability, accord­
ing to the text writers on the Negotiable Instruments Law, is whether or 
not the sum payable can bo ascertained from the face of the instrument and 
both forms, in the opinion of this office, meet this condition. 

As pointed out, ho>vever, by Counsel for the Federal Rosorvo Bank of 
Chicago, it has been hold in I~nnosota, Nebraska, Toxas and Canada that a promise 
to pay a certain sum with a provision that a fixed discount is allovmd if paid 
before maturity. or before a certain date is negotiable. although the contrary 
has been held in Michigan, Oklahoma, South Dakota and Tennessee. 

The reasoning of the courts in the cases sustaining the negotiab1lit7 
of such instruments seems to be more consistent with tho goneral principles in­
corporated in the Negotiable Instruments Law and I fully agree ·;,ith Counsel for 
the Federal Reserve Bank of Chicago that such an instrument should be held by 
the courts to be negotiable. In view, ho·.vever, of the lack of uniformity of tho 
decisions of the courts on this point the Board should not approve for genc.:·a..l 
use an acceptance containing this condition since its ruling uou.ld, of course, 
have no binding effect on the State courts. 

Respectfully, 

(Signed) M:. C. ELLIOTT. 
Counsel .. 

Hon. w. P. G. Harding, 
Governor, Federal Reserve Board. 
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EX~OP"FJCIO MEMBERS 

\ WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
CQMPTROLUR OF 1HE CURRENCY 

~a.r S1r: 

FEDERAL RESERVE BOARD 

WASHINGTON 

August 111 1918 ... 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GoV~!l-' 

FREDERIC A. DELANO c~~ J 
ADOLPH C. M I LL~ij. • 
CHARLES S. HA~LIN 

H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN. ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1136 

The suppl1 of the Second Edition of the Index-Digest of the Federal 

Reserve Act and Anandments is exhausted1 with the exception of a dozen 

copies, a.nd the trenendoua congestion of war work a.t the Gove:rmr.ent Print-

ing Offiee rrakes it very unlikely that a reprint <>f this book could be 

obtained without a delay of seYeral months. It1 therefore# bec~es necessary 

for the Board to announce that no further orders can ba filled. 1\lrthermore, 

it is felt tha.t the twelve copie.s nOJV on hand will not be. a sufficient nl:IZll­

bar for the Board's own use in the future. It has been suggested that per-

haps son:e of the Federal reserve banks have a surplus -of these Digests on 

hand which they have not disposed of or do not need, and the purpose of this 

letter is to inquire whether your b-:lnk has any copies which could be returned 

to the Board for its use. If such is the case will you kindly forward_ them 

to the Board~ billing them to the Board ~t the price you paid_, {franked slips 

for this purpose are herewith inclosed). The price. at whic~ these books sold1 

\ as you know~ was $1.25 for those bound in buokra.m, and $1 .. 00 for those bound 

in paper. 
Very truly yours, 

Assistant Secretary. 
Tb,e Governor, 

Federal Reserve Bank, 

Inclosure. 
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EX-OFFICIO M&MBERS 

WILLIAM G. MCADOO 
SECRETARY OF THF. TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER Of lHE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

August 19, 1918. 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG. VICE GOVERHOf.:( 6 
FREDERIC A. DE,LANO CJ . 
ADOLPH C. MILLER '· 
CHARLES S. HAMLIN 

~1. PARKER Wit LIS, SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL. AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1139 

The suggestion has been rrade that the Federal Reserve Board 
should prepare and publish an analysis of State laws affecting the opera­
tions of foreign banking corporations. 

Und~r authorUy of the Federal Reserve Act., sorr~e of the national 
banks have established branches in foreign countries, while others have 
subscribed to stock in banking corporations organized under State laws 
which engage in a foreign or in an international banking business. 

As our foreign trade continues to develop., it rray reasonably be 
expected that the foreign activities of banks organized in the United States 
will continue to increase and that banks organized in foreign countries 
will de•ire to enlarge the scope of their operations in the United States. 

In seeking to bring about a standardization of State and national 
banking laws, it is1 therefore, very ~~ortant that this ~bject be given 
careful consideration. 

I have had prepared in this office a tentative analysis of those 
provisions of the several State statutes which relate to foreign banking 
corporations. Having only lind.ted !acUities at rr.y disposal, this analysis 
1• probably incorrplete. I a~, therefore, inclosing two copies and will 
a~preciata it very rr~ch if you will indicate what additions or changes 
should be uade in the analysis of the laws of the Statss included in 
your District. 

I have assurr,ed that the language "Foreign banking corporation~n 
would be held by the State courts to include corporations organized under 
the laws of other countries as well as corporations organized under the 
laws of other States. 

I will be glad to have your views on this question, together 
with any suggestions ycu rray be kind enough to n-.ake. 

Sincerely yours, 

Counsel. 

Inclosure. 
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STATE LAWS AF.ft'BCTIHG THB OPBEA'.r!OUS OF ~,OR.L:IGN B.l:..lltCIHG CORPO:BNiliONS. 

Examination:-

"The superintenddnt of ban..ts shall also have the 
poner to examine or cause to be examined every agency located in 
this State, or any foreign bank for the purpose of ascertaining 
VY'hether it has violated any lail of the State and fo:r such other 
purposes and to such other matters as the superintendent m~ 
prescribe.•· (Banking LaMs or Alabama, 1911. sec. 7.) 

Limi tat ions on :Banking. Povmr s :-

I. Foreign banlring corporations are denied the 
right to accept deposits. of money. (;~ exception is rnade as to 
banks exercising the privilege r1hen the law vas enacted.) 

II. ':Chey are allo;·;ed to trru1sact "only" the 
business of: 

1. :Buying and selling, paying and collect-
~ ing bills of exchange. 

2. Issuing letters of credit. 

3. Rocciving mon~ for transmission or 
transmitting the same. 

4. Making loans. 

{California Ba.nk.Act, as amended 1911, sec •. 7.) 

Conditions precedent to ~ransacting :Business~ 

No foreign corporation may transact a ba.J.lking 
business in the State 'I.Ti thout first complying iJi th all the require­
mellts of the State la11s relative to barurs, nor until it has as!:li~ned 
to its business in the State the &~ount of paid-up capital and sur­
plus required by the balil::ing la~.r for the transaction of such business 
Within the .State. and has received a. cer-tificate f1·om the superLlten­
dent of ban:cs.. (CalifOlllia Bank .Act, as ar.1e~1ded 1917 1 sec. 7.) 
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CALiiORNIA CONT'D 

Must lteep Separate Accounts. etc.-

~he capital of any foreign banking corporation 
aH-i_~;ned to its business in the State and all funds, deposits, 
and acco-ants incident to its business in the State must be kept 
separate and apart from its general business, assets and accounts, 
in th~ same rnannor a:; if the bus inoss conducted -,11 thin the State 
was of a SCl}aratc and independent corporation organized under the 
St.1te J.a,ts .. (Califo:-..nia Bank .Act, as a.;.:ae;,.Jdcd Eil7, sec. 7.) 
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Qalifornia Cont'd. 

Funds in the State Security for Deposits:~ 

"Stlch funds and invost.:.1ents or loans thereof shall 
be appropriated solely to the security and payment of such deposits, 
and shall not bo mingl Gd with thtJ invcst;nents of tho capital stock 
Ol" othor money or proporty bolon;;ing to such corporation or bo lia­
ble for the debts or obligations thereof • 11 (California Bank Act, 
as amended 1917, sec. 7.) 

Disposition of Income from Funds in the State: 

"All income rucoived from the investment of said 
funds over and above such nu1ds as may be paid to depositors a$ 
interest or shall be carried to the surplus £und,***sl1all accrue 
as profits to tho corporation and may be transferred to its 
general f'unds. 11 (California Bank Act, as amended 1917, soc, 7.) 

Subject to State Supe1~ision and Regulation:-

Foreign banlting corporations transacting business 
in the State arc subject to tho supervision of the State superinten­
dent of banl{s, and must conduct all their business in accordance 
With the State banking laws. (California Bank Act, as amended 1917, 
sec,. 7.} 

Sub,iect to State Limitations on Loans, Investments, etc.:·-

All Of the provisions of' tho State law affecting 
inyostmcnts, loans, deposits and conducting business in ~ respect 
apply to such assigned capital, investments, loans, deposits. assets, 
fUnds and business in the same manner as if they constituted tho 
business of a separate and independent corporation. (California 
Bank .~.~ct., as amended 1917, sec. 7.) 

Same-Exceptions:-

But, if' a foreign corporation has assi6lled to its 
busi::~ess in the State a paid-up capital and surplus equal to 20Cfo 
of its deposit liability to xesidents of the State, it may make 
loans based on its entire paid-up capital and. sur)lus.. {California 
B.; rue Act • as a:nended 1917 • see. 7.) 

''lTothing in this a.et sll.Bll limit or affect the right 
of any forcign eorpor,ltion doing a banl::ing busL1ess in this State, ~ 
l~:n.d. '·Tithin tl1is State, aoneys of such cor:>orntion ·;;rhich do :not for,a 
a. ~12:..t of t~.H~ ·~1o:noys, d.t:.posi ts or ;.1ssots of "-•ClJ. corporation asf>i~3d. 
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California Cont'd. 

or belonging to its business in this Stato. 11 (California Bank: Act. 
asamandod 1917, sec. 7.) 

Loans by Corporations having no Offices in the State:-

"This section shall not be construed to prohibit 
foreign banking corporations, which do not maintain an office in 
this State for the transaction of business, from making loans in 
this State secured by mortgages on real property, nor from accept­
ing assignments of mortgages covering real property situated in 
this State, nor from Inaking loans through correspondents which 
are engaged in the business of banking in this State under the 
laws of this State." (California Bank Act, as amended 1917, sec. 
7.) 

Authorizing Superintendent to Receive Service of Process:-

No foreign corporation may transact any banking 
business in tho State until it has appointed the superintendent 
of banks its attorney, upon whom all process issued in the State 
may be served, "with the same effect as if such corporation was 
formed under the laws of this State and had been lawfully served 
with process therein. Such service upon such attorney shall be 
deemed personal service on such co:cporation." (California Bank 
Act, as amended 1917, sec.7.) 

Examination:-

The superintendent of banks bas power to examine 
any foreign banking corporation. (California Bank Act, as amended 
1917, sec. 124.) 

Reports:-

Every foreign corporation transacting the business 
of banking in the State must make the same reports of condition, so 
far as its business in the State is concerned, as is required of do-:­
mestic banks. (California Bank Aot, as amonded 1917, sec. 130.) 

Representatives of Foreign Banking Corporations:-

Representatives of foreign banking corporations may 
maintain offices in the State vthich do not purport to be tho places 
of business of banks or trust companies; but they must obtain licenses 
from the superintendent of ba.ru;:o~ which he may re:fuse or revoke at 
his discretion. (Cz.lifornia Ba.nk Let, ab a~onded 1917, soc.l2-c.) 
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COLORADO 

Authority to Bngage in Baru<ing:-

There is no provision specifically affecting foreign 
banks; but the following ~novidon might be construed to prohibit 
them from engaging in business in the State; 

11 I:f' the State :Oank Commissioner shall bo 
satisfied that a bank has been legally organized in full 
conformity with the provisions of this n.ct. and the capital 
thereof paid in cash, he shall issue***to such bank a cer­
tificate authorizinJ it to conduct the business proposed, 
and no bank shall advertise or hold itself out as engaged 
in banking nor shall it transact any business until so au­
thorized." (Colorado Sessions .I8.ws 1913, Chap. 44, sec. 9.) 

CONN.EOTICW: 

Foreign ba.nl:~s may transact business only as "private 
bankers;" and must doposi t vvi th the treasurer of the State surety 
bonds or securities in the amount of ~~20,000.00. if located in a 
city of town having a population of 20,000 or less, or in the amount 
of ~40,000.00, if located ~n a city or tov~n having a population of 
over 20,000. {Public Acts 1915, Chap. 328; Public Acts 1917, Chap. 
397.) 

Banking Powers Denied:-

"No foreig'll corporation as aforesaid shall, within 
the limits of this State, by any implication or construction, be 
de3lled to possess the power of discounting bills, notes, or other 
evidences of debt, of receiving deposits. of buying gold or silver 
bullion or foreign coin. of buying and selling bills of exchange, 
or of issuin3 bills. notes or other evidences of ~lebt upon loan 
for circulation as money, anything in its cl:;14.rtcr or articles of 
incorpontion to the contrary thereof uotwiths:tanding • .; (.Vela.ware 
Code, Soc. 2101-g.) 

:t!~LO.dlDA 

May not Bngage in Banlt:ing:-

"l~o person, firm or com,_;-1.ny shall be allowed to 
conduct a bankiug business in this ::.>tate witl1out boing incorporated 
under th0 banking laws Of this State, or being authorized to do 
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business under the National Banking Laws, except as otherwise 
prdvidod in this Act." 

The sole exception provided irl ~~e act is that 
pefsorls- firms, or companies engaged in a private banking DUsiness 
at tho time of the passage of the act may bd permitted by the 
Comptroller to continuo to conduct such business. ~hey must have 
a capital of not less than :,,;15,000, and are subject to the banking 
laws of the State. (Laws of Florida, 1915, Chap. 6812-No.6.) 

IDAHO 

Power to Engage in Banking:-

It shall be unlawful for any individual, firm or 
corporation to receive money upon deposit or transact any other 
form of banking business except as authorized by this Act.***" 
(Idaho Banking Law, soc.62.) 

Tho only authoization to engage in the business 
Of banking provided for in the Act refers only to banks incorporated 
under the Act itself. (See Idaho Banking Law, sec.2B.) 

Power to Engage in Banking:-

"No corporation shall engage in the banking business, 
receive deposits, and transact tho business generally done by banks 
unless it is subject to and organized under the provisions of this 
~it.lc, or of the bal'llcing laws of tho State heretofore cxisting.;t**" 
(Code of Iowa, Title IX, chap. 12, sec. 1889.) 

( SJ::}.::; lL:~::~T Pf_G.;::.; FOR ··~GlJ'.2UC_IT11 ) 

LOUIS.I.AlJA 

VVho lJay .t.'ngage in Banking in the State: -

"The business of banking shall be carried on only 
by such incorporated associations as shall have been organized under 
the laws of this State, and of the United States, by individual 
citizens of tho State and by films domiciled in the State whose active 
members shall be citizens of this State, provided. that no private 
1:5anker or other person or pcrsoui:i not inco.rporated und.or this Act 
shall bu pormi tted to use the ti tlo Bank, B.J,ni:L•g ..:~G~ociation or 
Saving Bank in connection with its na.<:1c. 11 (i .. ct 179 of 1902, sec.l, 
as amended by Act 140 of 1906.) 
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"No corporation shall engage in business other 
than that expressly authorized by its articles of incorporation 
or amendments thereto; nor shall any corporation, directly or 
indirectly, engage in· or carry on in any way the business of 
banking or insurance of any kind, unless it has bocomo organized 
under the laws relating to banking and insurance;***) Kentucky 
Statutes, sec. 567. 
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Tax on Foreign Banks: 

"All banks, banking associations, banking cor-
_porations or banking co~panies doing business in this State but 
domiciled in other States of the Union or in foreign countries, who 
rray in their own name or in the name of their agents or representa­
tives., engage in this State in the business of lending rr.oney or 
dealing in bills of exchange exclusively, shall pay a yearly license 
tax of two hundred and fifty dollars to the State and lite tax to 
the Nrunicipal or Parochial corporation; and in addition to said 
license tax shall pay to the State an annual tax of 2-l/2 per cent. 
on the gross interest earned on all rr.oney loaned., and to the 111.\­
nicipal or Parochial corporation a like tax of 2-l/2 per cent., and 
shall be subject to no other or further taxation either by the State 
or by any political subdivision thereof. "(hendment to Constitution 
of Louisiana., proposed by Act 31 of 1914, and ~tified in November 1914.) 

MAINE 

Must pay Tax: 

"Every banking association or corporation, 
not incorporated under the laws of this state or of the United 
States, that rr.aintains a branch or agency in this State for the 
transaction of a. banking business, shall pay to the treasurer of 
State a tax of three-quarters of one per cent a year on the aROunt 
of such business done in this State. ***" {Revised Statutes of 
Maine_, Chap. 52, sec. 67). 

Must Keep Accounts and t~ke.Reports: 

Foreign banks must keep accounts and rr.ake semi. 
annual reports showing the &nt:unt of rr.oney e~ployed and the business 
done in the State at all t~ss. (Id., sac. 68, 69). 

Power !o Engage In Banking: 

"Except as hereinbefore provided, no banking 
association, unless incorporated under the laws of this State or of 
the United States, shall traintain any branch or agency in this State 
for the transaction of banking business. ***n (Id., sec. 70). 

MASSACHUSETTS, 

Power To Engage In Banking: 

No foreign banking association or corporation rray 
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enga~ in banking in the State until it has obtained a certificate 
authorizing it to do such business from a board composed of the 
bank comn~.ssioner, the treasurer, the receiver general, and the 
com:oissioner of corporations. (Massachusetts Acts, 1~6, Chap. 347, 
sec. 1.). 

S\lpervision and Exarninnticn: 

Foreign banks doing business in the State are sub­
ject to supervisio!l. and !lxaml.nation by the State Bank Con:n:issioner, 
and are subject to the equity jurisdiction of :the State Supl'en:e 
Court. (lfassachusetts A.c·~s 1906, Chap. 347, sees. 1-4). 

Power to do Savings Bank ~u§.iness~ 

~ No foreign banks rray engage in the business of 
savings banks; except those which were doing. such business at the 
tirra the statute was passed, and they rr.uet conduct such business 
as a separate department and must confo~ to all the State laws 
and regulations applicable to savings banks. (Massachusetts Acts 
1906, chap. 377; Mass. Acts 1907, chap. 533.) 

, MICHIGAN 
.>-._ 

·. 

•. 

-.. 

fp;r to Engage In Bankin.&: 

In connection with the incorporation of banks, it ia 
provided that "no bank shall transact any business except such as is 
incidental and necessarily prelimina17 to ~ts organization until it 
has been authorized by the comnissioner of the banking department to 
c~nce. the business of banking". (Compiled Laws of Michigan, sec. 
6093) The only authorization by the ba~k commissioner to commence 
the business of banking which is expressly provided for in the bank-
ing laws applies to banks newly inco•poratod under the state laws. 
(See Oorrpiled Laws of Michigan, sec. 60$6.) 

~SO URI 

Power to Trapsa.ct Bllsiness: 

"No foreign banking corporation, other than a bank 
OJ:'ganized under the l.aws of the United States, shall transact in this 
State the business of buying, selling or collecting bills of exchange, 
or of issuing letters of credit or of receiving money for transmission 
or trans~~tting the sarrs by draft, check, cable or otherwise, or of 
traking sterling or other loans or transacting any part of such business, 
or maintaining in this State any agency for carrying on such business, 
or any part thereof, unless such ; corporation shall have: 

l. Been authorized by its charter to ea.«"ry on such 
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business and shall have compiled with the laws of the State or 
country under which it is incorporated. 

2. Furnish to the corrndssioner such proof as to the 
nature and character of its business and as to its financial condition 
as he rray require. 

3. Designated the bank commissioner by a duly executed 
instrument in writing, its true and lawful attorney, upon whom all process 
in any action or proceeding by any resident of the State against it may be 
served with the sane effect as if it were a domestic corporation and had 
been lawfully served with pr~cess within the State. 

4. Paid to the bank commissioner a license fee of two 
hundred and fifty dollars. 

· 5o Received a license duly issued. to it by the comnis-
sioner as provided in se~tion fourteen of this act. 

. This section :1r·shall not be construed to prohibit foreign 
banking corportations which do not ttaintain an office in this State for 
the transaction of business from making loans in this State secured by 
mortgages on real property, nor fron. accepting assignnants of ~ortgages 
covering real property situated in this State, nor from rraking loans 
through correspondents which are engaged in the business of a bank or 
trust company in this State under the laws of the State. (Revised 
Statutes of Missouri, Chall2Art. II, sec. 104.) 

;ond~tions Precgdent to Doing Business: 

Before conn~ncing the business of banking a foreign 
corporation must be actually worth $250,000 in excess of its liabilities; 
it r:rust obtain a license f:rom the bank comnissioner good for one year 
and renewable from year to year; and nust comply with all the require­
ments of the State law. (~d., Art. I, sec. 14; Art II, sec. 103, 105). 

Must Make Reports of Condition: 

Foreign banks doing business in the State l'llUst 
rrake written reports of its condition whenever required by the bank 
commissioner. (Id. 1 Art. II, sec. 106.) 

MONTMA · 

Pgwer to Engage in Bankins: 

nEvery person, fir.m, company, copartnershi~, or 
corporation, domestic or foreign", doing or holding itself out as doing 
a banking business in the State "rr.ust have the proper capital stock paid in 
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and set aside for the purpose of transacting such business, and 
nust have received frorr. the Superintendent of Banks. as provided 
for in this Act, a certificate to do a banking business." 

X-1139-a 

(Montana Session Laws 1915, Chap. 89, sec. 25.) The only corpora­
tions to which the Superintendent of Banks is specifically au­
thorized to issue certificates of authority to engage in banking 
are corporations organized or to be organized under the State laws. 
(See Montana Ses,~ion Laws 1915.: Chap. 89, sec. 81 67.) 

Examination and Regulation: 

"Every person, firm, co~pan~ copartnership, or 
eorporation doing any of the things or transacting any of the 
business defined in this section, nust transact such business 
according to the provisions of the bank act, and the Superintendent 
of B~nks 1 or his deputy or examiners, shall have authority to 
examine the accounts, books, papers, cash and credits of every such 
person, fir.m, company, copartnership, or corporation, domestic or 
foreign, in order to ascertain whether such person, firm, company, 
copartnership; or corporat~on ~s violated or is violating any 
provisions of this section"~ (Id., sec. 25) 

. May 
Foreim COrporations . ..;.:. Lend Monei: 

"Any corporation organized under the laws of any 
country or State other than this State, which has corr.plied with 
all of the laws of this State pert~1n1~g to foreign corporations, 
and is not engaged in the business of banking or receiving money 
on deposit in this State, may lend money in this State and, for · that 
purpose rray rraintain offices in this State, and sue and be sued in 
this State under its proper corporate nane, notwithstanding any 
prohibitions contained in this act as to the use of any word in 
the name, signs, or advertising rratter of corporations not under 
the supervisionsof the Superintendent of B~ks". (Id., see. 26). 

NEBRASKA 

Power to Engage in Banking: 

11 It shall be unlawful for any corporation, partner­
ship, finn or individual to engage in or transact a banking business 
within this State, except by means of a corporation duly organized 
for such purpose under the laws of this State 11 • (Revised Statutes 
of Nebraska, 1913, as a~ended 1915, sec. 281). 
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NEVADA 

Must Obtain License: 

"No individual, bank, banking firm, trust company, 
corporation, company,or other corporation, incorporated under the 
laws ~f this State, or of any other State or territory or foreign 
country, do~,ng a bankl.ng business in this St~te, except banks doing 
business under the hl.ws of the United States, shall engage in the 
banking business in this State without first obtaining from the bank 
examiner a license in the for.m presented by him, authorizing such 
individual, flr:m, corpo~tion, company, or trust company, to use 
the name and trannact the business of a bank. *** 11 (Nevada B~nting 
Law (as amended) Sec~io~ 47.), 

NEtN HAMPSHIRE 

May not do Savin~s Bank Business: 

11No person, copartnership, incorporation, or associa­
tion, except savings banks incorporated in this State, and trust 
companies, loan and trust corr;panies, loan and banking companies 
thereto ampowered by their charters granted in this State, shall 
hereafter" engage in the business of a savings bank. (New Hampshire 
Laws of 1907, chap. 112.). 

NEW YORK 

Applications for Licenoe: 

"Every foreign banking corporation before being licensed 
by the superintendent of banks to transact in this State the business 
of buying, selling, paying or collecting bills of exchinge, or of 
issuing letters of credit or of receiving money for trans~ission or 
transmitting the same by draft, check, cable or otherwise) or of 
rr.aking sterling or other loans, or ~ny p~rt of such business, or 
before rraintaining in this State any agency for carrying on such 
business or any part thereof 1 shall subscribe and acknowledge and 
submit to the superintendant of' . banks at his office, a separate 
application certificate in duplic~te for each agency which such for­
eign corpor~tion proposes to establish in this State 1 which shall 
specifically state: 

1. The n~~ of such foreign bank corporation. 
2. The place where its business is to be transacted 

in this State; :lnd the naxr.e of the agent or agents through whom such 
business is to be transacted. 

3. The amount of its capital actu~lly p~id in cash and 
the ;;~.rr:ount subscribed for and unpaid. 
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4. The actual value of the assets of such corporation, 
which uust be at le~st two hundred and fifty thousand dollars in 
excess of its liabilitiesj and a complete and detailed statement 
of its financial condition ~s of a d~te within sixty days prior 
to the d~te of such a.pplic.::.tion. 

At the time such application certificate is eubmitted 
to the superintendent~ such corporation sh~ll also submit a duly 
exemplified copy of its charter and ~ verified copy of its by-laws, 
or the equivalent thereof." (New York Banking Law, sec. 144.) 

Conditions Precedent to Transacting Business: 

"No foreign banking corporation; other: than a bank 
organized under the laws of the United States, shail transact in 
this State ~he business of buying, selling or collecting bills of 
exchange; or of issuing 1etters of credit or of reeei~ing moneys 
for transmission or transrrJ.tting the san:e by draft, check, cable 
br otherwise, or of naking sterling or other loans or transacting 
any ~art of such business, or rraintaining in this State any agency 
for · co.rrying on such business, or any Frt thereof, unless such 
oorportation ·shall have: 

l. Been authorized by its charter to carry on such 
business and shall have complied with the laws of the State or country 
under which it is incorporated; 

2. FUrnish to the superintendent such proof as to the 
nature and character of its business and as to its financial condition 
as he rray require; 

3. Designated the superintendent of banks by a duly 
executed instrument in writing, its true and lawful attorney, upon 
whom all process in any action or proceeding by any resident of the 
State against it n:ay be served with the same effect as if . it were a 
domestic corporation and had been lawfully served with process with­
in the State; 

4. Paid to the superintendent of banks a license fee 
of tvvo hundred and fifty dollars; 

5. Received a license duly issued te it by the super­
intendent as provided in section twenty-seven -of this chapter. 

This section shall not be construed to .prohibit foreign 
banking corporations which do not rr.aintain an office in this State for 
the transaction of business f rorr; making loans in this State secured by 
lt.ortgages on real property, nor f ron; accepting assigntrents of mortgages 
covering real property situated in this State, nor from. rr.aking loans 
through correspondents which are engaged in the business of banking in 
this State under the laws of the State .. 11 (New York Banking La.w, sec. 145) 

gg 
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nights and Privileges-Renewal and Revocation of License: 

~v~en the superintendent shall have issued a license 
to any such banking corporation~ it nay engage in the business speci­
fied in the inrr~diately preceding section of this article at the 
location specified in such license for a period of one year from the 
date of such license; and such license uay, in the discretion of the 
superintendent, be re-issued from year to year upon the payrr,ent by 
such foreign banking corporation of the sum of two hurldrad and fifty 
dollars upon each date that such license is re-issued. No such license 
shall be transferable or assignable and shall be at all times con­
spi~ously displayed in the place of business specified therein. 
In the event that such license shall have been revoked by the super­
intendent~ as provided in section twenty-nine of this chapter, it 
shall be surrendered to the superintendent within twenty-four hours 
after such eorporati~n has received written notice of such revocation. 

Whenever the superintendent shall have revoked any 
such license an~ shlll have taken the action to rr~ke ~eh revocation 
effective specified in section twenty~nine of this chapter, all the 
rights and privileges of such foreign corporation~ to transact business 
in this State shall forthwith cease and deterrrine." (New York Banking 
taw, sec. 146.) · 

Reports of Condition: 

"Every foreig11 banking corporation licensed by the 
superintendent to engage in business in this State, shall at such 
times and in such form as the superintendent shall prescribe, make 
written reports to the superintendent under the oath of one of its 
officers, rranagers, or agents transacting business in this State, 
showing the amount of its assets and liabilities and containing such 
other ~atters as the superintendent shall prescribe. ***" (New York 
Banking Law, sec. 147). · 

May Not Do Savings <+nd Loan Business: 

"No foreign corporation shall transact the business of 
a savings and loan association within this State or rraintain an office 
in the State for the purpose of transacting such business .. ~·~~-
(New York Banking Law, sec. 420.) 

P t En . B k . NORIJ'H DAKOTA . r~we r 0 gage :m an J.ng: . 

"No person except national banking corporations shall 
transact a banking business nor use the words bank, banking company 
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or banker in any sign, advertisanent, latter head or envelope or 
in any corporate or fj~m nane, without complying with and organizing 
under the provisions of this chapter." (Complied Laws cf North Dakota, 
1913, Chap. 28, sac. 5177.) 

Power to Engage in Bankiug: 

"No bank or 'banking institution incorporated under 
the laws of any other State, shall be permitted to receive deposits, 
or transact banking b~niness of any kind in this State, except to 
lend money, II (General Code of Ohio, sec. 9796.) 

Power to Eng~ge in Banking: 
.out 

OKLAHOMA 

"It sha.li be tinlawful for any individualJ firm; as so cia• 
tion, or corporation to receiV$ money upon deposit or transact a 
banking business except as authorized by the laws of the State of 
Oklahorra, or of the United States. ***" {Oklahoma Session Laws 1915, 
p. 98.). 

The only banks expressly authorized to engage in 
banking by the Oklahona laws are those organized under such laws. 

(See Harris-Day Code of Oklahorra, sec. 258.) 

OREGON 

Conditions Preced@nt to Doing Business: 

Before transacting businees in the State, every 
foreign corporation rr.ust file certain dealarations and statements, 
pay an entrance fee, appoint sons resident of the State its attorney 
to receive service of process and must obtain from the Secretary of 
State a certificate of authority tQ do business in the State. (Lord's 
Oregon Laws, sec. 5726, 6727, 2728.) 

R!ghts apd Powftrs: 

Upon compl~nce with the State laws, foreign corporations 
have the sarra rights, powers, and privileges as corporations incorporated 
under the State laws. (Lord's Oregon Laws, sac. 5736.) 

AnnuN. Sta.terr.ents and License Fees: 

Foreign corporations nust file annual statements of 
their condition and pay annual license fees to the State authorities. 

101. 
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(Lord•s Oregon Laws~ sec. 6707; Oregon Laws 1911~ chap. 50; 
Oregon Laws 1913J chap~ 381.) 

M..tst Maintain Certain capital in the S~ 

"Every foreign bank heretofore having established 
or hereafter rraintaining one or rr.ore offices in this S1;ate shall 
have~and at alJ. t:i.rr.es rr.aintain at every such office a capital of 
not less than the arnou:>1t req-:.1ired bj!l this Act for the 6organizaticn 
of other banks; and no for.eigr.~ bank or bankers shaJ.l set forth on 
the sta!ionery of such bank, or in any rranner advertise, in the place 
where such office or offices are located,. a greate1.· ce.pital1 surplus 
or undivided profits than are actually rra~tained at any office or 
offices within this State.: and such foreign bank or ba1Jker shall at 
all times rraintain a capital and surplus which n:ust equal at least 
ten per cent of the deposit liabilities of such foreign bank or banker." 
(Lordls Oregon Laws, sec. 4591.} 

Subjes;t to State Lans: 

"Every foreign bank doing business.in this State 
shall be subject to. all the provisions of this Act to the same extent 
as banks or bankers organized or doing business under or by virture 
of the laws of this State. ***" (Lordts Oregon Laws, sec. 4592.) 

Oa.ths of Of Ecers: 

The officers, nanagers and·agents of foreign 
banks doing business in the State must subscribe to the same 
oath of office as is required of the directors of domestic banks. 
(Lord 1s Oregon Laws, as arr.ended.l915, sec. 4572 (a).) 

Examinations! 

"The na.nagers, officers or agents of foreign banks 
doing business in the State nust nake the same semi annual examina­
tions as is required of State banks and rr.ust file reports thereof 
with the State superintendent of banks." (Lordrs Oregon Laws, as 
amended 1915, sec. 4572 (d).2 

EHODE ISLAND 

Power to Engage In Banking: 

"No corporation, either domestic or foreign, and no 
person, partnership or association, except banksJ savings banks1 

or trust companies incorporated under the laws of this State" shall 
transact or hold itself out as tran~cting the business of a bank, 
savings bank or trust company. (General Laws of Rhode Island, title 
XXII, chap 237, sec. 23.) 
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SOUTH .DAKOTA 

Power to Engage in Banki~g:-

' 1It shall be unlawful for any individual., firm 
or OOI?Ora .. tion to advertise, publish or otilerwiso represent that 
they are engaged in tl1e ban."l:;:ing busi.i.1e~s; ;;i thout first having 
obtained 8.ut~1o:rity from t:·w public cxa.;.1L1e1· ~s herein provided. 
***'i (·';outh Dakota Bank Gua1-:nty l.-J..w, £.1·t.II, scc .. 51.) 

':£:i1e only baruc:;, which the :)ublic examiner is spe­
cific:llly ;:n~t:1orizod to gr2nt authority to o~1.:;age in the banking 
business are tho~e newly inCo:i:'Porated uncler t.w State law. (See 
l:>o~J.th Dakota Bank Guar·ant;:r kl.vv, Jl.rt. II, ;:;ec .. 9.) 

.Lxamin":" .. tion:-
.'1Tho Superintendent of Banks shall also have the 

power to examine f or cause to be e~~a.nined, every agency located 
in this State of any foreign ba1.ik or banking corporation, in the 
sa.ne manner and :for the same purpose as he shall examine domestic 
banks .. " (General Banking Act of r:I!ennesseoj soc. 7.) 

Power to J::::ngage in Banking:-

t~No foreign corporation other than the national 
banln:. of the United States shall be permitted to do a busi11oss 
of banking nnd discount in this 8tate. 11 (Texas Acts 1905, i.i .. S. 
p. 511., sec. 79.} 

Must Comply with State Laws:-

11No foreign corporation shall transact a banking 
business in this. state without first complying with all tho re­
quirements of the laws of this state relating to banks, as defined 
in this a.ct, and without having the capital p.<tid up in this state, 
as required by this act, and wi tl1out having complied with t:13 
other laws of this state rel:l.ting to foreign corporations.'' 
(Laws of Utah, 1911, Chap. 25, soc. 22.) 

Reports of Condition: 

~'oreign banks 2.::.-·o required to nia.ke t:u GCli11e 
s.uarterly reports of co"1dition to the State bank co::ui:.:;;,ionor 
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as domestic banks arc required to make. (.Ia.ws of Utah, 1911, 
chap. 25, sec. 36.} 

VIRGINIA 

Power to Engage in Banking:-

"No person, copartnership or corporation, oxcupt 
corporations duly chartered and alroady conducting tho business 
of banldng under authority of tho law of this state or of tho 
United States, or v1hich shall hereafter be incorporated under 
the provisions of this act. or authorized to do business under 
tho banking laws of tho United States, shall engage in tho business 
of banking in this State.***" (Virginia Code, soc .. 1170, as amended 
lila.rch 13, 1912.) 

W'ASHIUGTON 

Vfuat Busincs~ Foroigg BgnKS, ~y Transact:-

''A foreign corporation; v1hos o name contains tho 
words "bank", ''banlmr", 11bnnldng", or utrust", or whoso al'ticlos 
of incorporation ctnpowJr it to do a banldng or trust business and 
which dosiros to ongago in tho bus inoss of loaning money on mort­
gage socuritios or in buying and selling uxcbaugu, coin, bullion, 
or securities in this state may do so, but only upon filing with 
tho state bank oxaminor and vlith tho secretary of state a corti­
fiJd copy of a resolution of its governing board to tho effect 
t1nt it will not ongago in banl~ing or tl:'U.ct bu~inoss in this st~te, 
which co)y shall be duly attested b~ its lJresidm1t and secretary. 
Such corporation 3hall also co;-.l)iy with th:J gonc:..·a.l corporation 
laws of' this State rol'lting to foreign corpor!ltions doing businoss 
heroin. 11 Chshington Bank Lavl.s 1917, uac. 52) 

Branches of Foreign. Banl-=s .Already Doing Bushwss:-

"A branch of any forei :_..11 bank or banker actually 
c1nd ,J'-lJlicly ong.~.god in b-:.uJdng in this state in full compliance 
-:;rith t:1.; laws l1orcof, w:1ich were in force im,-;1Cdii1toly prior to tho 
t L1e \;rhon this law boconos opor2 t i vc and whicll branch lm& a c,:::pi tal 
not lGss in amount than t1nt r:..;quire;G. for tho orgc1niz:..ttion of a. 
Bt::J.to ban.:c 'lG proviC'.ocl in t~1iL act :ct t~1c tit.1G and placo >vhJn and 
whore such oranch was er;t?.,bliGhecl, 1:1ay cm1tinuc its s.:1id. businos:::;, 
subj-Jct to all of the re__,ulation::. and supcH'ViGion provided for ban::s. t> 

(.iashin:;ton Bnn::c fu\ls, 1Sl7, .::;:;c. 53.) 
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WEST VIRGINIA 

Poyor to Epsago in Banking:-

. "It shall be unlawful for any individual or asso-
ciation of individuals 4,oing business in this state to usc in 
connection with such ba.sinoss tho term "bank, u nba.nkeT. n "bank­
ing company, u or *'tru.st company." or receive deposits~ or sell 
to:reign exchange, until thoy shall have takcm out a charter a.nd 
60Dlpliud with. tho statues 60VGrning banks ~ truot conr_.;>anios. n 

(,/est Virginia Banking la\v.:,; as amon.dod, ::.:.c. 78.) 

·Power ·to· .§ngago in B-nej.:.:£ 

. . "No batlk s.hall tt~act any wsLiass_. oic•pt such 
ae is incidontal o1 nooossariit prelimit'lal7 to its organization, 
-q.nt11 it has· boon t'ogUJ.a.rly au:thori•ed by tho oomnissionor of 
banltillB' to .com:nonec. tlio bu_ainoi3s Of banlting. * . (wisconsin Statutos 
df l.915' SO·C• ~24•10j 

. ~ ~ only ·banks which the coumi.ssi oner of banking 
is spaci:tically ompoworod to authorize to ooranenoo the business 
of banking arc banks newly incorporated undor ~he laws Qf tho 
State. (Sea Wisconsin Statutos of ~915. sec •. 2024-12.) . 

WYCUING 

••No bod¥ politic or corporate (oxoopt national banks) 
shall establish a bank or engage in the businass .of.banklng, of any 
kind. or ca~17 on or maintain any loan or tru.st business without 
tully complying With the ox.pross proviei ons of this chapt·er. •• ( Oom.­
pi~ed Statutes of \qoming, 1910. Chap. 269, soo. 40?4.) 

·. 
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IEX·OFFICIO MII:MBCRS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIR II AN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THI CURRENCY FEDERAL RESERVE BOARD 

jNASHINGTON 

Federal He serve Bank.:. 

Gentlemen: 

There are being sent to you herewith a supply of 

CHARLES S. HAMLIN. GOVERNOR 
FREDERIC A. DELANO, Y11 GQYE~R 
PAUL M. WARBURG () 
W. P. G. HARDING -'"-I·- : 
ADOLPH C. MILLER 

H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1146 

blank forms which are to be filled out by mining companies 

and oil companies, and made a part of their applications 

·for the exportation of gold. 

These forms have been prepared for the purpose of. 

standardizing the speoial information desired by the Fed-

eral Reserve Board. 

Very truly yours, 

Assistant Secretary. 

w 

) 
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For use by oil producing companies 

Information submitted as a part of the application of ----------

--------------------------------------- for permission to export 

$ gold during the month of --------

Average monthly amount of oil produced during pre-
ceding six months ~···························~·----------------------

Proportion of the average monthly production shipped : 
to the United States ·•·••••••••••••••••••c•·~··· ----------------------

Period during whidh tax has been incurred and upon 
which this application is predicated ••••••••••• : ____________________ _ 

Amount of oil produced during same period············---------------------

Proportion of the amount of oil produced during same : 
period which was exported to United States ••••. : ____________________ __ 

Rate of taxation •••••••....•••.•••••••.•••......••.. : ____________________ _ 

--· 
Amount of tax .•.•••••.••••.•••.••••..•••. _ c ••••••••• :$ ______________ _ 

Original tax receipts showing actual use of gold 
in settling with Mexican Government, or oopies 
thereof certified by American Consul, covering 
last license granted by Federal Reserve Board. . .. 
are attached and aggregate ·••·······•··•··•····=$ _________________ __ 

Average monthiy pa~±-oll dhring prsceding six months • ;$ _______ __,.._ 
Payroll for month preceding this application •••••••• :$ _________________ __ 

l!;stimated payroll during month upon which this~ap-
plication is predicated ••••••••••••••• -••••••••• :$ __________ _ 

Statement sworn to before iunerican Consul by dis­
bursing officer of this Company to the effect 
that gold (stating ~~ount) permitted to be ex­
ported for payroll pur9oses under license 
granted for the month second ;?receding the month: 
this application is intended to cover, has 
actually been so used, is attached •••••.••••••• :$ _________________ __ 
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For use by metal mining companies X-ll46B iOB 

Information submitted as a part of the application of 

for permission to export $ gold during 

month of ------------

Slilver 
Average monthly output for preceding : 

six months ...•..•...•••••••••••••• :$ _________ :~------------

Proportion of average monthly output 
exported to United States during 
same period ••••···········•••·····:$ _________ :$ ____________ _ 

. 
Output preceding month ••••••••••••••••• :$ _______ :$ _______ _ 

Proportion of output preceding month 
exported to United States ••••••••• :$ _________ ~:$ _________ ~-

Proportion of amount named in applica­
tion to be used to satisfy Mexican 
reimportation decree •••••••••••••• :$ ____________ :$ __________ _ 

Use that will be made of gold desired 
if license is granted: 

Payment of Taxes --------- --------- --------

Mexican export duties ------- ---------- ---------

Mexican import duties -------- -------- -----------

Payrolls --------------- ------- -------

Freights·----------------------------

Supplies L--------------------------- ---------
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ltX-Gn'ICIO MaM ..... 

CARTER GLASS • ,...., .... .,... , ....... , 
CIWIIIAII 

IOHN steal'OR w'n.&.IAMS 
~OPUIItCWMIIcf 

of 

FEDERAL RESERVE BOARD 

WASHINGTON 

The coliate!~~ depositod by the ~edaral Reserve Bank 

a.~~inst i·ts .i.osua cd: Federal Reserve bank 

notes .bas all been availed of; 

~'ederal Reserve bank notes of its isa1.:e are n'>w 

available for shipn:ent to the .extent of $ 

w. •· a. HADING. GoVIJNIOa 
AL8ERT STRAUSS, VICa 'm9 
ADOLPH C. MILLER 
CIWII.I!S S. HAMLIN 

J, A. 8RODIIUCK, Slaa'Aitl • 
L. C. ADIUON. ASSIITMf JecaaAII\' 
W. T. CHAPMAN. ASSIITMJ sauuy 
W. M. IMLAY. FltW. Mar 

ADDaae ..... Y"'I 
P'EHRAL ftDIERVIE BOARD 

X··ll48 

and., .acting under the power of' attorney filed by. saicl baRk, 

authority is asked for the purchase of $ 

special 2f, certif ica:~es of indebtedness of the Onited States 

to be issued in the na.u:e of t~ Treasurer of the United States 

<. in trust for aocount of said bank an~ as securitY .. for its 

Federal Reserve bank. notes ) , and delivered to the Comptroller · 

of the Currency. 

Respectfully~ 
I ... 
Secret~ry .. 

APPROVED: 

GOVERNOR. 
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EX-OFFICIO MEMBERS 
W. P. G. HARDING, GOVERNOR 

PAUL M. WARBURG, VICI GOVIRNOR 

FREDERIC A. DELANO 
ADOLPH C. MILLER "" WllLIAM G. MCADOO 

) SECRETARY OF THE TREASURY 

' 

CHAIRMAN 

COMPTROLI.ER Of' THE CURRENCY FEDERAL RESERVE BOARD 
JOHN SKELTON WILLIAMS 

WASHINGTON 

Dear Sir: 

CHARLES S. HAMLIN 

H. PARKER WILLIS, SECRETARY 

SHERMAN P. ALLEN. AsST.SEcft!53 
AND fiSCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

F<lr ycur !»fotma.tion, there is submitted the following 

statement as to changes on the Staff of th~ Federal &serve Board.: 

Mr. H. Parker Willis has resigned as Socratary1 effective 

Au~st 31st. The Board is pleased to announce thAt Mr~ Willis will 

continue, after Septembet first) to act as Editor bf the Federal 

Reserve Bulletin and.· as Chief ~f its new Divis:i.Oti of Anaiysis ancl 

Research. 

Mr. J. •· Bro~erick bas been elected Secretary of the Board., 

effective September first. He wi:l be charged with the admihistrative 

details of the Boards ~tk and1 in additiort1 will continue to exercise 

general supervision QVGr the work ef examining F~de~l Reserve banks 

and applications made by state banks for admission to the syste~ 

Mr. Broderick will1 frotn time to time1 visit the various Fadera.l Reserve 

Banks and report as to the methods, management and policies of such 

institutions. 

Mr. Adelson_, tha Assistant Secretary, will perform the 

Secret~ry's dutie8 in the absence of Mr. Broderick and1 in additio~1 

has been designated .as Secretary of the Gold Export Ctmittee. 
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He will~ als01 from time to time 1 rrake visits to the various Fede~l 

Reserve Banks in connection with the work outlines in the previous 

paragraph. 

Mr. W. T. Cha.pnan has been elected Assistant Secretah' of the 

Boa~d1 effective September lst. He will perfonw the duties of general 

assistant to Y~ssrs. Broderick and Adelson. 

The Board ann~tnc6s the appointment of S.G. Sargent as 

Federal Reserve Examiner 5n the 1welfth District, effective 

September 16th. ~ssrs~ John A. W1ll1 J. F. Herson; W.E. Walter) 

> S .. G~ Sargent, w.w. Paddock, w .. J. Donai.d.., G.F. Hamilton, examiners 
·-'~ 

on the staff of the Bo~rd, are authorized to examine the Federal 

Reserve banks and branches. 

Messrs. Buchanan, I..anil'lg1 Augherton1 Gordon, Kraft, 

Chamberlin and AtkS.ns are authorized to examine 'branches Of Federal 

Reserve banks on presentation of proper letter of authority signed 

by Examiner in charge of the examinatjon. 

Very truly yours, 

, . . 
Governor 

itt • . 
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EX-OFFICIO MII:MBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CIIAIRIIIIAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER Of THE CURRENCY 

GontlGmon: 

FEDERAL RESERVE BOARD 

WASHINGTON 

August. 28.,l91"'8 .. 

X 1160 

Unicr date of license No., 

' 
permitting the exportation' of $ 

gold to Mexico ·was issuod to you by tho· Fcdoral 

Rcsorv0 Board. In ardor that· its records rray be 

complete,. .tho Fc.!deral Reserve :BOa.rd dosiros that you 

fl.lt1l-ish on the. en1lcsed form full'>dctails showing tho 

disposition-. of this gold, subdiv:idod as follows: 

Mexican reimportation roquirorr.ants (against· 

W. P. G. HARDING, GOVERNOR 
-- --, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

Jli2 
J. A. BRODERICK, SECR!TARY 
L. C. ADELSON. ASSISTANT SECRETARY 
W. T. CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

gold and silver separately)" ---------------------... ----; · 

l~xican govornmont·ta~r~ -··--------------; 

Export taxes ('a~inst gold, silver or 

other rrDtals scparatoly)~-~----------------------------; 

PayrollS.·b--.,..-----------------------------; .ll: 

Mcxic~n: import duties . .\.-------··------------; 

Other pi.irposc s ·('spa c ifting in detail).-----; 

Pl~~se nail. your report to rea·oh us not ::ta.tet 

than Scptonbor· 10 ... 

Yours very truly# . 

.Assistant. ·se creta:ry •. 
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Excerpt from a letter received by 
the Federal Reserve :Board. 

X-1162 

"The enorllXJus demand for raw materials owing to the war and the re-
sul ti rg high price of them has made the Neutrals creditors of the Allies 
and as the export of gold, the usual t:edium of settling adverse bal.ances, on 
has been largely prohibited rates of exchange on the United States and.J our 
Allies are r~ing at a considerable discount in the neutral countries. This 
discount has increased to us the cost of the very necessary ra·N z:aterials 
at least the amount of the discount. All the Allias imluding ourselves 
have endeavored by arranging special credits, that is by borrowing n~ney in 
those countries, to keep the exchange from bei:r>..g too much against us, just 
as England before our entry into the war, _,,~ haviug sold us all the 
securities that she Could, borrowed heavily in this country to buy o'llr neces­
sary products. 

My suggestion is that we ch~e our recent policy and settle balances 
in gold. I 'Nell understa...""ld t:he fear that if the war lasts a long time we 
shall find o1.".r gold being depleted and our reserves endangered. This fear 
is, I think, based on the falacy which I had hoped had passed w.i. th the en­
actment of the Federal Reserve Act that a fixed proportion of gold or legal 
tender must be held absolutely intact against outstanding bank notes or 
deposits. The strength of a bank is not in its proportion of cash reserve 
but in the character of its loans and discounts and in its reputation. It 
makes no difference if its cash is 60% or 10% of its liabilities provided 
this proportion is large enough for the public to feel confident that they 
can obtain the kind of money that they ~vish when drawing their deposits or 
when presenting rotes for paytlent. Fortunately in this country our :people 
are not accustomed. to the use of gold, so that a removal of what ,are practi­
cally restrictions on gold payme;.1.ts would not result in any withdrawals of 
gold except for export. 

Ho-.v much would be Withdrawn for export to settle our exchanges? Our 
Allies "M:>uld not withdraw gold as the exchanges ·r.ri th the Allies are still 
very r.ro.ch in our favor. With Holland, Swi t zerla.."'ld, and. the Scandinavian 
countries our inports have nearly ceased and if naceszary <ve can prevent 
gold going to these countries as contraband. With Spaln now that with­
drawals of German deposits to that country are being prevented and the 
army purchases have beencovered by a special loan no large withdrawal of 
gold ne4d to be expected. The European neutrals wa;,.'l.t our products not gold 
which is at a discount with them owing to its duperabundance. The South 
.American countries alone will take our gold, and this is especially true 
of Argentiz:U\h 

Suppose fifty, or even one :·rur.dred r.~illion dollars in gold were shipped 
during the next year to Arganti:"la, ·;~is amount vro·:.ld not jjJaterially effect 

. our enorr.1ous stock of gold or reduce materially t::-.e sixty per cent of gold 
which is held against the Federal notes. O~ly forty per cent was contem­
plated by the Federal Reserve Act so tha.t tha amount is ~:ow one and one-half 
as mu.ch as was plamned. A reserve is of lJO use except as it gives credit 
and as it is used. Forty per cent gold, or even less will amply protect our 
credit. 

113 
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_ Besides the obvious savings in the purchasing power, by having our 
dollar worth its gold equivalent in foreign countries, which would result 
from free export of gold, the general credit of this country would be 
w:mderfully strengthened in foreign countries both during the wartime and 
afterwards. There is nothing that hurts the credit of a country and its 
merchants so much as a depreciated currency and a refusal to pay in the 
international standard of value, namely gold. We have been endeavoring to 
build 1.Ip our commerce with South .America, but lll'lsatisfactory delivery of 
merchandise and the refusal to ship gold has given its people a bad opinion 
of our country and its merchants • 

Moreover, if the neutral countries were certain that they could obtain 
gold from this country, they would not want it. They all have more gold than 
ever before and they have no use for more. If our credit was good, they 
would have large deposits with our banks or instead of rediscounting at 
once in this country all time bills of exchange on the United States, their 
bankers ~uld haVe such bills held for their account so as to earn the 
interest, just as our b~~ers before our entry into the war held large 
a.DDunts of long Starling bil:ls. England, besides paying for a portion of 
the necessary supplies from the United States in gold, also thereby reduced 
rates of interest in this country so that we held her bills and loaned 
the government money. It seems to me that this would V!Ork in exactly the 
same wa:y in the neutral countries. Not only ·V'.'Ould we pay for products 
which we need with gold, vmich we do not need, but re-establish our credit 
and by lowering interest rates in the neutra~ countries, induce their people 
to place their funds in this country and thereby stop their demand for our 
gold. In fact, I doubt very nru.ch if it would take nearly fifty millions 
of gold to rectify the exchanges w.i th Argentina. or even w.i th the whole 
world.. If this is so, it seems extremely foolish for the United States 
to pay interest on loans from Spain or Argentina and still have to pay 
a premium of from 10 to 2'5% on its purchases, owing to our depreciated 
exchange, and also to ruin our credit as a nation, not only for now,but 
for all time. 

(August 29,1918) 
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EX-OFFICIO MEMBERS 

WILLIAM G. MCADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

Doar S~r: 

FEDERAL RESERVE BOARD 

WASHINGTON 

August 29,1918. 

Sovoral inquiries havo b~on mado d~ring tho past 

fow months as to possibilitias of simplifying the pr~sont 

plan of opcmtion in han!iling rediscounts botwoon Fodjral 

Ro sorvo Bank a. 

W. P. G. HARDING. GOVERNOR 
-- --, VICE GOVERNOR 

ADOLPH C. MILLER 14 ~ 
_cH_AR_LES _s_. _HA-MLIN j_.;)! 

J. A. BRODERICK, SECRETARY 
L. C. ADELSON. ASSISTANT SECRETARY 
W, T. CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

x .... llo3 

Tho attached momorartd\Z!Il has boon proparod by tho. 

Statistical Divieionj and it w9ul4 bo app~ceiatod if y~u 

·..till pioaso givo tho tincios:'signod tko bonofit of your 

criticisms or sugg:Jstibnfl; prcforably br wire, 
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X-ll63A 

August 27,1918. 

REDISCOUNTS BETINEEN FEDERAL RESERVE BANKS. 

Thoro. is submittJd bol$·N a plan for handling rediscounts botwoon 
Federal Reserve banks which it is believed Nill efioct as groat a saving 
in clorical work as is possible under tho present law~o 

(1) When ono Federal Roscrvc bank rediscounts tho paper of another 
it will bo necessary for tho discounting bank to endorse all papor and 
furnish tho rediscounting bank and tho Fodoral Rosorvo Board with a sta~o­
mont on Schodul,; BD - 4 or 7 shovdn~r tho id::mtification numb.Jr, tho name 
Of ,;ach rra:kvr 1 th.; dU.J dat..;; tho naturity ValU0 1 and tho ratO at WhiCh 
rodiscount::;d. 

(2) Cr~~it should bo given by tho rediscounting bank, in tho daily 
sottlJn~nt or by transf..;r if nocossary, for tho ontiro rraturity value of 
tho papor .i'ithout d.;duction for un:Jarnod discount. 

(3) Instoad of fis:uring discount on oach pioco of paper sJparat.Jly 
it Nill be sufficient to calculate tho discount on tho ontiro amount for 

j_16 

on . .:; day and to crodit t:·u rvdiscounting bank daily, or a~ and as of cl~o 
of business oach Fri~by J .... lso con tho last day of each month Nith tho amount 
of discount tho:n accru:.-d; or discount rrily b-o accru,; d daily on tho sa:rr.o 
basis as interest is non a ecru:::~ on u.s. bonds and settL::rr~nt rr:ado botvvoon 
tho banks Nhon tho ndiscountod ·paper is rodoon:od or at such oth::;r tirr..o or 
tirnos as nay b.J agroJd upon. It Nill be assumed under this plan that tho 
papor is rodiscountJd for th..:~ entire poriod it has to run, although tho 
discountint" bank rray rodoJm th:; papor at any tin:o by n::.;rcly croditin!r tho 
rediscounting bank with thJ rraturity valu..:; of th~ paper plus tho amount of 
discount accrued., if any .. If tho paper is rcdc::rncd as above bvforo rraturity 
date tho Board should bo furnished with a statomont to tho of foct that 
paper rodiscountcd ,vith Bank "A" on a crivon date., as shown by Schedule 
No. dated was rodo~mcd on • 

(4) In case tho above plan is ado~ted , bookkoopin~ entries in connec­
tion with earned and unoarnod discount could .• bo rrado as folH~vs: 

By Discounting Bank: 

By Rediscounting Bank: 

Debit unearned discount and credit 
either tho rediscounting bank or 
discount accrued on rodiscounts 
(liability itom), 

Crodit oarnod discount and debit 
either tho discountin~ bank or 
Discount accrued on rediscounts 
(ass:Jt it:;m) .. 

It is of course assum.:>d that und::r this plan tho rJdiscounting Fodora.l 
Reserve bank vdll carry tho papor rediscounted on its books at its rraturity 
valuo rJg:ardloss of th.; p.Jriod for ·,vhich thu discounting bank may desire 
aCCOillllodation. In view of tho fact., howovor, that Federal Roscrv.:; banks 
file their bill holdings according to maturity datos it is thought. that 
vory little oxtra work ·,vill b..; nocossary in ordor to comply .vith tho rratur-­
ity classification shoNn on fonn 34. 
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EX-OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR 
----. VICE GOVERNOR 
ADOLPH C. MILLER WILLIAM G. McADOO 

SECRETARY OF THE TREASURY 
CHAIRMAN 

CHARLES S. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

J. A. BRODERICK.~ETARY ~ -1 ~ 
L. C. ADELSON, ASSISTANT SE~ { 
W. T. CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

August 3Q, 1918. 
X-1164 

Gentlemen: 

The United States Department of Agricult~e has 

issued a :Bulletin, No. 729, entitled "Sui table Storage Condi-

tions for Certain Perishabla Food Products". 

This bulletin contains much valuable irfonnation for 

gro"Ners of various kinds of produce, and the Department has fur-

nished the Federal Res~rve Board with a quantity for shipment to 

the Federal Reserve Ba.rlks for distribution among their members in 

tha farming communities. 

I trust that you ~ill see that publiCity is given to 

this bulletin, and that it is distributed in such n~er as to 

give the maxinro.m benefit to the producers of the communities in 

your district. 

Very truly yours, 

Governor. 
Federal Reserve Bank, 
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EX•OFFICJO MEMBERS W. P. G. HARDING, GOVERNOR 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO 
ADOLPH C. MILLER 

JOHN SKELNNf'I/I"Fi'\.JI\l 
COMPTRW&l""' .,_.'JcURRENCY FEDERAL RESERVE BOARD 

CHARLES S. HAMLIN ~ 

H. PARKER WILL~ECRE~1~8 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPL.Y TO 

FEDERAL RESERVE BOARD 
DIVISION OF REPORTS AND STATISTICS 

August 30, 1918 

Dear Sir: 

Reports of the total check transactions received for the two previous 
weekly- periods make it dasirable to supplement our latter of August 1, 
transrni tted to you through the Chairman of the Board of Directors of the 
Federal Reserve bank of your district. There are indications that the in­
structions regarding the information desired have not been interpreted in 
exactly the same manrier in all the centers fran which data have been re­
quested. Hence it is believed desirable, in order that the infonnation 
secured m8i1 be placed upon a strictly carrparable basis. to state in greater 
detail what sort of information is wanted. 

It is desired to have each clearing house member bank in your city- re­
port to you each week for the previous weekly period ending Wednesday even­
ing, 

(a.) the total debits charged by it to account of individuals, fir.ms 
and corporations, and the United States government. Checks 
against all accounts, including savings and trust accounts with 
such ba:nks, cashiers• checks, expense checks and certificates of 
deposit paid should be included. Corrections or like charges 
should be excluded. 

(b) total charges to accounts of banks and bankers, excluding debits 
in se:t.tlement of clearing hO\l.se balances and oorractions or like 
charges. Drafts and checks drawn by reporting bank on other banks 
are not to be included .. 

While this office does not ,, .. ish to impose any undue burden, it is very 
important that in all cases separate figures be shown fer the two items, 
debits to individual accounts (code word IaHA) and debits to banks' and 
bankers• accounts (code word IPSE) instead of one total figure covering all 
debits. 

The canbined totals, in even thousands, for your loeal clearing house 
banks, item ISRA. and item IPSE for the week ending Vledne$y evening should 
be telegraphed on Thurs~ of each week to the Chainnan of the Board of 
Directors of the Federal Reserve bank of your district. In case some member 
or members of your clearing house who are not members of the Federal Reserve 
System object to furnishing this data called for, we would again request 
that you please forward totals of the returns ~tually received by you fran 
assenting banks, f:dding the names of banks whif;h do not report. 

Respectfully, 

Assistant Secretary. 
x ... l.l65 
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EX-OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASU,RY 

CHAIRMAN 

JOHN SKELTON WILLfft MS 
COMPTROW'afJISS'RRENCY 

J .. 
FEDERAL RESERVE BOARD 

WASHINGTON 

DIVISION OF REPORTS AND STATISTICS 

Dear Sir: 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBURG, VICE GOVERNOR 
FREDERIC A. DELANO ...e_ -f_ tr) 
ADOLPH C. MILLER ....]'......_ •. /~~ 0~ 
CHARLES S. HAMLIN 

H. PARKER WILLIS, SECRETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

.August 30, 1918 

Analysis of the data received for the past two weeks makes it 
desirable to supplement our circular letter X~llOO dated August 1, and 
subsequ.ent telegrams, relating to returns by clearing house managers of 
checks paid by their member banks, also our instructions regarding week­
ly telegrams from the several Federal Reserve Banks of total debits to 
member banks' and Goverrment accounts. 

There is enclosed herewith copy of letter which is being sent to the 
several clearing house managers from wham it is desired to secure reports, 
with the view of securing greater uniformity in the returns, and placing 
the data upon a strictly comparable basis. This letter is thought to be 
self explanatory. 

It is also thought desirable to eliminate certain of the smaller 
clearing house centers fran which reports have been received. Accordingly 
a list of the centers in your district from which it is desired to secure 
weekly returns, is given below. Kindly use your best efforts to secure 
the information for such cities on the list as do. not at present report, 
in addition to those cities for which you ~~ve been able to secure the 
weekly data. 

Any suggestions with regard to the above list will be welccme. 

Confirmation of the telegrams received after the last statement was 
isgued have shown that several errors occurred in transmission. It is be­
lieved desirable, therefore, to have separate totals for both classes of 
items given, so as to enable this office to discover such errors tmmediately, 
and take the necessary steps to ascertain the correct figures. In order to 
avoid any misunderstanding, the following standard form of telegram has been 
devised. Kindly state figures in even thousands and use numerals, also if 

(X-1166) 
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no report is received for a city on the list, please so specify.. Please 
give by name non-reporting banks in cities for which incomplete returns are 
being forwarded. It is suggested that you use this fonn in obtaining the 
infonnation from the several clearing house managers: 

MEMBERS CLEARING HOUSE REPORT. 

ISHA. Debits to individual account 
IPSE DGbi ts to banks' and bankers' account 

Total 

FEDERAL RESERVE BANKS 

IICRA Debits to bank account 
IMLY Debits to goverrment account 

Total 

There has been some misunderstanding as to the items to be included in 
.:the reports of debits by the Federal Reserve bank and branches. These have 
been stated as follows: 

(a) all debits to accounts carried by the Federal Reserve bank or 
branch, exclusive of government account, and created either by 
checks or written or telegraphic order, and 

(b) all debits, including check~ paid, on U.S. Treasurer 1 s account. 
These figures are to be given separay~ly, in even thousands. for each Fed­
eral Reserve bank and branch carryin'g separate accounts, the branches in 
the latter case reporting direct to the Board. These data should also 
cover the weekly period ending Wednesday evening. 

Copies of these instructiDns .. ar&''trapemi tted direct to Federal Reserve 
branches having deposit accounts. 

Respectfully, 

As~is~t Secretary. 

X-1166 
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SECRETARY OF THE TREASURY 

W. P. G. HARDING, GOVERNOR 

PAUL M. WARBURG, VICE GovifN~ 1. 
FREDERIC A. DELANO -iLf-o.W 
ADOLPH C. MILLER 
CHAR~ES S. HAM~IN 

EX-OFFICIO MEMBERS 

WILLIAM G. McADOO 

CHAIRWAN 

JOHN SKE~MJ'woJG& 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

H. PARKER WILf:-15, SEC~ETARY 
SHERMAN P. ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

WASHINGTON ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

DIVISION OF REPORTS AND STATISTICS August 30, 1918 

Dear Sir: 

Analysis of the reports of discount and interest rates prevailing in 
the several Federal Reserve and Federal Reserve branch cities during the 
30-~ periods ending J~ 15, 1918 and August 15, 1918, shows that it is 
desirable to supplement in certain particulars our circular letter X-lo6S, 
dated July 17, and our letter of August 2. 

It is very important that the data be upon strictly a comparable 
basis. ~~ we therefore aSk that before transmitting the report to this 
office you kindly compare the current report with the pravious week's re­
port and verify any striking cr..anbes which ma.y '.appear. Please also bear 
in mind that the data. fran each Federal Reserve bank and branch are to be 
confined to rates prevailing in the respective city only, and not in the 
entire district, nor Should they include rates on loans in outside cities 
by banks in the city for V~hich the raport is made. The local rate for each 
class of paper is desired, not tha rate securad elS3whare as for instance 
in New York on loans temporarily made there. Kindly eliminate rates charged 
infrequently on loans for small amounts, which rates do not actually repre­
sent charges for prtme paper, but include a considerable risk el3ment as well. 

Rates on prima member bank acceptances eligible for rediscount at the 
Federal Reserve Bank are desired in class 4.n. In certain o;f the centers in 
Which this class of paper is actively dealt in1 it should be possible to se­
cure separate quot~.;~.tions for endorsed and unendorsed bankers• acceptances, 
and we would request again that you endeavor to secure such quotatione. 
Under the head of special types of paper reported in class 7, it appears 
that there are two classes for which quotations should be given if S'\leh p~er 
is current locally • namely commodity paper, secured by warehouse receipts, 
ate, • and cattle paper. In addition to the rates for which current informa­
tion is sent, it would be desirable to have also infor.ma.tion regarding ratea 
charged during tne 30.~ pdriod for paper secured by Liberty bonds and car~ 
tificates of indebtedness. 

Copies of these instructions are transmitted to Federal Reserve branches 
direct. 

Respectfully, 

Assistant Secretary. 
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EX•OFFICIO MEMBERS W, P. G. HARDING. GOVERNOR 

1 WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

PAUL M. WARBURG, VICE GOYEJII0~2 FREDERIC A. DELANO ll 
ADOLPH C. MILLER ......_ .,.1 '.:J 

CHAIRMAN CHARLES S. HAMLIN 

JOHN SKELTON WILLIAMS 
H. PARKER WILLIS, SECRETARY 

SHERMAN P. ALLEN. ASST. SECRETARY 

AND FISCAL AGENT 

COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON ADDRIESS REPLY TO 

FEDERAL RESERVE BOARD 

September 6, 1~18. 
X·-1177 

Dear Sir: 

In consid~x·at~ on of appli~aticns for rr.embership 

received from State institutiono, the Board and P'edera.l Re·· 

serve Pa.nks have been embal'rassed on several occasions because 

it had become publicly kn~m that an application had been sub­

mitted, and declination mi~ht have caused very unfavorable 

comnent upon the applying institution, or might even have 

re~ltod in heavy withdrawal of deposits. 

The Board has instructed me, therefore, to suggest 

to you that, upon receipt of an infom.al inquiry or fonnal 

application from a State bank or trust com~y6 a request be 

rrade to such institution that no public: announcement be reade 

of its intention to join th.e Federal Reserve System until the 

application has been formally approved by the Board, and the 

conditions imposed accepted. by the applying bank,. 

Very truly yours, 

The Chainr.an, 
Federal Reserve Bank, 
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< EX-OFP'ICIO MEMBERS 

CARTER GLASS 
SECRETARY OF THE TREASURY 

CHAIIMAN 

JGHN SKELTON WILLIAMS 
COMPTROLLII OF THE CURRENCY 

Dear Sir: 

FEDERAL RESERVE BOARD 

WASHINGTON 

Septembar 7,1918. 

X-1179 

I enclose herewith copy of letter received 

W. f'. G. HARDING, Gon:rtNOit 
ALBERT STRAUSS, VICE GOVIRNOR 

ADOLPH C. MILLER 
CHARLES S. HAMLIN 

J. A. BRODERICK, SICRIITARY 

i23 
L. C. ADELSON, ASSISTANT SICRKTARY 
W. T. CHAPMAN, ASSISTANT SICRIITARY 
W. M. IMLAY, fi!CAL ACiiENT 

ADDftUS REPLY TO 

FEDERAL RESERVE BOARD 

from the Postmaster at Washington, under date of Septezrber 

'' '~ 

(· 

6• making complaint that Federal Reserve Banks are s~ow 

in paying his bills for P?stage advanced in connection 

with snipments of currency. 

IJa.y I ask that you do all that you can to 

facilitate the harmonious operation of the arrangement 

effected With the postoffice. 

_Very truly yours, 

I Secreta,ry. 
I 

The Governor, 
Federal Reserve Bank of 
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Federal Reserve Board, 
Treasury Department, 

Washington, D.C. 

Gentlemen: , 

(., 1918. 

X-1179 a 

You will recall that sometim8 ago the 
Post Office effected arrangements through your 
Board with the Federal Reserve Banks whereby 
Shipments of ctirrency Vlere made to the bank and 
postage stamps affixed thereto by this office 
prior to payment for the stamps by the bankS& 
It was the understanding at that time that the 
banks would promptly renit for this postage upon 
the receipt of a bill therefor from the Post Office 
ani I have to call your attention to the fact that 
there is a tendency of late on the p~rt of some of the 
banks to Qe somewhat remis in forwarding checks 
for the postage, and as the result we are compelled 
to carry on our books open accounts of thousands 
of dollars. This is very unsatisfactory to the 
office and l would appreciate your cooperation in 
havi;n6 the banks make remittances more promptly. 

Very respect fully, 

(signed) M.O. Chance. 

~os trna. st er. 
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EX-.;.>FFI~ MEMBERS 

- f WILLIAM G. McADOO 

W. P. G. HARDING, GoVERNOR 
----. VICE GoVERNOR 
ADOLPH C. MILLER 

t 

r 

SECRETARY OF THE TREASURY 
CHAIRIIAN 

CHARLES S. HAMLIN 

-JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD J. A. BRODERICK. SICRETAR...a ~5 L. C. ADELSON, ASSISTANT S~ 

W. T, CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

WASHINGTON ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1189 

Dear Sir: 

Section ~ or the Federal Reserve Act provides that 

"any compensation that rra.y be provided by boards of directors 
ot Federal R.:>serve banks for directors. 
officers or e~ployes shall be subject to the approval of the 

Federal Reserve Board." 

In meeting the requirements of the law~ the Federal 

Ra!:!erve Board h;;.s undertaken to pass upon salary lists of the 

Federal Reserve Banks and it has been custorr.aty for the Banks 

in the past to submit statementa·of salaries of officers and 

employes approximately January 1st and July 1st of each year, 

for approval by the Board of n:.odif ication in salaries. 

Some of the banks have made a practice of reportins 

to the Boa-rd increases in corr.pensa.tion during the yea.r, but 

there has been no uniform ~le in this respect. It is therefore 

requested; 

" 
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-z-
That a list be submitted, say by or before the last week 

in Dece~ber, and by or before the last week in June of each 

year, giving the following inf orrration;· 

Nan:e; Position; .Ill. te of 
Employn:ent; 

Present Proposed 
Annual Annual 
Salary Salary 

Increase 

Where the incre.s;.s<S B.!lJ01w-~s to $300 or rr.ore per annum, a 

statement should be rr.ade as to the qualifications of the 

employe, description of the duties, length of service and the 

nasoos fort~ increaoo. 

In the case of the appointment of any new employe whose 

sal~ry is to be $2,400 or more per annum, it is requested that 

prompt advice be sent to the Board with the proper staterr£nt 

as to description of duties, qualifications, and proposed salary. 

~~ile the foregoinb rray carry little variation from the 

usual practice of some of the Banks, this su~~estion is rrade 

for the sake of unifo~ity of all reports of this character. 

Kindly acknowledge receipt and oblige. 

Very truly yours, 

Governor .. 
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E:X-O~="FICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

September 11,1918. 

W. P. G. HARDING, GoVERNOR 
----, VICE GOVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

J. A. BRODERICK, SECRETARY 
L. C. ADELSON. ASSISTANT SECRETARY 
W. T. CHAPMAN. ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS RE~LY TO 

FEDERAL RESERVE BOARD 

X-1190 

Dear Sir: 

The Board is anxious to obtain all inforrration possible as 
to interest and discount rates thrOU6hout the country~ and requests 
that you ask your rr~mber banks to indicate on their rediscount 
application blanks the rate of interest or discount charged by 
the~ on each note or bill offered for rediscount with a Federal 
Reserve bank; or, in the case of purchased paper, exclusive of 
acceptances, the rate at which the purchase has been made by the 
u:ember bank,. 

For the information of the Board you are requested to 
give instructions that there be reported on Schedule B.P. 4J the 
customer's rate on notes discounted, e.g., 

Rate 
4-1/2 (5-l/2) 

the first fi;ures being the reserve bank rate and the second (in 
parenthesis} the rate charged by the member bank. ln case there 
is not room on the form to insert the customer's rate in the 
order indicated, it rray be inserted anywhere else on the line. 

In order to provide ample time for corr.rr.unication with 
member banks, it is subgested that they be asked to furnish this 
additional info~ation on their application blanks beginning 
Monday, Septereber 23,1918. 

Your compliance with this request will be greatly 
appreciated by the Board. 

Very truly yours1 

Governor. 
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ACT AMENDING SECTION 2S .AND- SECTION 7 OF THE 
FEDERAL RESERVE ACT e 

Explanato=Y No~~: 

Section 25 is ~mended by adding two subsections 
to be known as 25 (a) and 25 (b). 

(1) Section 25 (a) provides for the incorporation 
of a bank to en~ge principally in the business of in­
ternational and foreign banking. It is contemplated that 
all of the stock of this bank will be subscribed for by the 
twelve Fede~l-reserve banks1 such stock to be paid for 
out of the nat earnings of the Federal reserve banks, 
which would otherwise be paid to the United $tates as 
a franchise tax. This stock is known as Class "B" stock. 
Stock known as Class •An stock nay, however, be sold to 
member banks or to the United States Gove~nt. if the 
subscriptions to Class "B11 stock are insufficient to 
furnish the necessary capital for the corporation's needs. 
Class "An stock is entitled to receive an annual dividend 
of 6%which is cuaulative. All other net earnings are 
paid to holders of Class "B" stock, except the amount set 
aside in the surplus account. 

The earnings of the corporation will, therefore, 
supplement the earnings of the Federal reserve banks and 
will ult~tely be paid the United States as a franchise 
tax. The effect of this plan is that the United States 
invests earnings it would otherwise be entitled to receive 
in the immediate future in stock of the Federal Reserve 
Fore~ Exchange s.nk. 

This bank ~s designed to enable it to extend to 
Feden.l reserve banks and member banks any accomnOdation 
that might be extended by banks engaged in the business 
of international or foreign banking; to aid the Uni~d 
States in the development of its foreign trade and to 
stabilize the dollar as a u:edium of international exchange. 
It will conduct its operations under the general supe~ 
vision of the Federal Reserve Board and under the immediate 
supervision of a Board of Directors appointed by that Board. 
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(2) Subsection 25 (a) provides for the incorporation 
under Federal charter of banks to engage primarily in the 
business of international and fore:i..gn banking. The stock 
of these banks rray be subscribec1. fer by member banks. 
Member ban.l.s are thus given thr? o:p';.ion either to handle 
their foreig!l transa1~tio~s through the Federal Reserve 
Foreign Exchii.nge B:mk or through "canks organized and 
controlled by the member banks. s~ch banks are likewise 
operated under the general supervision of the Federal 
Reserve Board, but under the irLtrDdiate supervision of 
directors selectea. by the :tr.ember banks .. 

This section also provides for the conversion 
of State banks heretofore crea·~ed for the purpose of 
engaging prin:arily in international and foreign banking 
into Federal banks organized for this purpose. 

(3) Section 7 is amended s0 as to permit the 
Federal reserve banks to use net earnings which would 
otherwise be paid to the United States as a franchise 
tax in the purchase of stock in the Federal Reserve 
Foreign Exchange Bank. 

X-1191 
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BE IT ENACTED BY THE SENATE AND HOUSE OF REPFESENTATIVES OF 
THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED, That the Act 
approved. December 23,1913_. known as the Federal Reserve Act1 as 
auended by the Act of Au;ust 411914~ August 15,1914, Yarch 3,1915, 
September 7,1915, and June 21,1915, be further amended as follows: 

SECTION 1. By inserting new section to be known as Section 25 
(a) after Section 25 to read as follows: 

Section 25 (a). The Fed-eral Reserve Board shall supervise 
the organization of a corporation for carryin~ on the business 
of banking under the provisions of this Section. 

9RGANIZATlON. 

the several Federal reserve banks shall enter into articles 
of association, which shall specify in general tQFmo ~ne·:.object 
for which the corporation is formed, and nay contain any other 
provisions not inconsistent with law which the corporation with 
the approval of the Federal Reserve Board nay see fit to adopt 
for the rer_:u.lation of its 'business and the COnduct of its affairs. 
These artic1es shall be executed by the Chaithan of the Boatd of 
Ditectors and the Secretary of each Federai~eserve bank; und.~r 
the ~eal. cf eaCh bank, and a tcipy of them shall be forwarded to 
the Comptroller of the Curtet1cy; . to be filed and preserved in his 
office. Such articles of association when filed with the Comp­
troller of the CurrenCYJ shall be accQmpaniad by an or'?anUation 
~ertificata executed in the same ttanner as the articles of 
association, which shall specifically statee 

First. the name of the corporation which shall be Federal 
Reserve Foreign Exchan~e Bank, 

Second, the amount of capital stock which shall not be lees 
than $20~0001 000~ but which may be increased from time to time 
with the approval of the Federal Reserve Board, 

~hird, the fact that the certificate is made to enable the 
several Federal reserve banks to avail themselves of the advant­
ages of this Section. 

PCM!ERSr 

Upon the filin~ of such certificate with the Comptroller of 

X-1191 

the Currency as aforesaid, the said Feder~l Reserve Forei~ ~ 
change Bank, for convenience hereinafter referred to as the Corpo~­
tion, shall beco~e a body corporate, and as such shall have power -

(l) To adopt and use a corporate seal. 
(2} To have succession for a perioi of twenty years from its 

orcanization unless it is sooner dissolved by an act of Congress, 
(3) To rr.ake contracts, 
(4} To sue and be sued, complain and. defend, in SI!Y court of 

law or equity. 
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(5) To prescribe by its board of directors., h)"··laws .• not in­
consistent with law, regulating the rr.anner in wh5.ch it::J general 
business nay be conducted, and the privileges gr-CAoi'.ted to it by law 
nay be exercised and enjoyed. 

(6) To receive deposits from the United States, from foreign 
aovernments, and from the several Federal reserve banks in gold, 
gold certificates, or lav>'ful money, national banl:: notes, Federal 
reserve notes, Federal reserve bank notes, or chocks and drafts 
payable upon presentation and, solely for exchange purposes, to 
receive from ttamber banks similar deposits~ 

(7) To deal in gold and silver coin an~ bullion at home or 
abroad, to rrake loans thereon e.nd to contract for loans of gold 
coin or bullion, giving therefor acceptable security, including 
the hypothecation of United States bonds or such other securities 
as the corporation is authorized to hold. 

(a) 'l'o buy and sell at horre or abroad bonds and notes of the 
United States, bonds and notes of foreign governments and bills of 
exchange or acceptances dra·nn in transactions Which involve the 
importation or exportation of goods, and which have a n:a.turity at 
the time of purchase of not exceeding ninety days. 

(9) To rediscount for Federal reserve bank notes, drafts 
or other seaurities held by such banks. 

(10) To u-a.ke loans to Federal reserve banks on their promissQry 
notes having a naturity not to exceed 30 days and secured by 
bills notes, or other securities held by such banks. 

{11) To establish from time to time, subject to review and 
dete~ination of the Federal Reserve Board, the rates of discount 
and exchange, and corr.missions for the opening credits at home or 
abroad. · 

· (12) Under rules and regulations prescribed by the Federal Reserve 
Board, to establish branches or agencies in foreign countries and 
their dependencies or in dependencies of the Unite4 States1 for the 
JUr»ose of facilitating commerce with the United States; 

(13) To carry accounts with or for correspondents in foreign 
countries. 

(14) Under regulations to be prescribed by the Federal Reserve 
Board to issue directly or through the Federal reserve banks or 
member banks, commercial letters of credit and travelers checks. 

(15) To purchase through foreign correspondents, agencies or 
branches bills of exchange and banker's acceptances. 

· (16) To engage in the business of banking through its foreign 
branches or agencies to the extant permitted, and subject to 
limitations. impose4 by the laws of the country in which such branches 
or agencies are located. 

(17) To act as fiscal or financial agent fpr the government of 
the United States whenever requ.ired to do so by the Secretary of the 
Treasury. 
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(18) To exercise by its board of directors1 or duly authorized 
officers or agents1 all powers specifically granted by the 
provisions of this section and such incidental power3 as .shall 
be necessary to earry on the business of banking within the 
limitations prescribed by this section. 

Such corporation shall not transact any business except 
such as is incidental and necessarily preltminary to its 
organization, until it has been authorized by the Comptroller 
of the Currency to comr,ence the business of banking. 

CAPITAL STOdK 

The capital stock of such corporation shall be divided 
into shares of $100 each ~d shall be deerr~d personal property. 
Such shares shall be issued in t.vo classes, to be known as 
Class A stock and Class B stock respectively. Class A shares shall 
be transferable upon the books of the corporation under regulations 
to be prescribed by the Federal Reserve Board. Every member bank 
becoming a shareholder by such transfer shall, in proportion 

132 

to its shares, succeed to all the rights and liabilities of the 
prior holder of such shares. Class B shares shall not be transferred 
nor hypothecated. Each Federal reserve bank shall subscribe for 
and purchase such an amount of Class B shares of the corporation 
as the Federal Reserve Board, with the approval of the Secretary 
of the Treasury, nay allot to it, but no such bank shall subscribe 
for an amount greater th~n it is authorized to invest in such 
stock under Section 7 of the Federal Reserve Act, as amended 
by this Act. The Federal Reserve Board shall prescribe the 
manner in which such stock subscriptions shall be paid. 

Should the amount .of Class B stock subscribed !or and 
sold to Feder~l Reserve Banks, in the judgrr.ent of th~ Federal 
Reserve Board, be insufficient to provide the arr.ount of capital 
required for the corporation, then and in that event the Federal 
Reserve Board, under conditions and regulations to be preocribad 
by it, rray offer to member banks such an amount of Class A shares 
of stock in such corporation as the Fedoral Reserve Board shall 
determine to be necessary, and may fix the terms and conditions 
under which such stock nay be sold and allotted, but no stmck 
shall be sold at less than par. When offered by the Federal 
Reserve Board member banks shall be authorized to subscribe to 
and purchase Class A shares of stock in the corporation in an 
amount which does not exceed ten per cent of the capit~l and 
surplus of such member bank. Should the total subscriptions to 
Class B stock by Federal reserve banks and to Class A stock by 
member banks, in the 3uJgment of the Federal Reserve Board, be 
insufficient to provide tho amount of capital required by the 
corporation, then and in tha.t event the Federal Reserve Board 
shall allot to the United States such an ~ount of Class A 
stock as said Board shall determine to be necessary. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



' ' 
-4-

Said stock shall be paid for at par out of any money in the 
Treasury not otherwise appropriated* and shall be held by 

X-1191 

the Secretary of the Treasury, for the benefit of the United 
States, and may be later disposed of through the Federal 
Reserve Board to member banks applying therefor under the ter.ms 
and conditions to be fixed by the Secretary of the Treasury, 
but no such stock shall be sold at less than par. 

GENERAL SUPERVISION. 

The affairs of the Corporation shall be conducted under 
the general supervision and control of a board of directors 
consisting of nine members appointed by the Federal Reserve 
Board. Upon the organization of the first Board1 one of the 
members shall be designated by the Federal Reserve Board as 
Governor, and one as Vice Governor. The directors uay elect 
a committee of five to be known as the Executive Corrmittee, 
and rray delegate to this comadttee such powers and authority 
as nay be deemed necessary or advisable. Five members of the 
Board shall constitute a quorum for the transaction of any 
business, and three members of the Executive "~rr.mittee shall 
constitute a ~orwm of that corrndttee. Members of the Board 
shall be citizens of the United States over thirty-five years 
of age, shall be men of tested mercantile experience and be 
fairly representative of the various parts of the United States. 
The directors first appointed by the Board shall serve for 
ter.ms of from one to nine years respectiY~ 1~, and thereafter 
each member so appointed shall serve for a term of nine years 
unless sooner removed for cause by the Federal Reserve Board. 
After the first year the directors shall annually elect the 
Governor and Vice Governor from the directors appointed by 
the Federal Reserve Board. The Governor shall receive an 
annual salary of $25,000 arid the Vice Governor an annual · 
salary of $15,000. The salary of the directors shall be fixed 
by the Federal Reserve Board, and the salaries of all other 
officers shall be fixed by the directors subject to the 
approval of the Federal Reserve Board. The directors 1 other 
than officers, shall receive in addition to their salaries 
a reasonable allowance for necessary expenses in attending 
meetings of the Board. The Board of directors shall perform 
the duties usually pertaining to the office of director of 
a banking association ~d such other duties as are prescribed 
by law. Such Board shall administer the affairs of the cor­
poration fairly and impartially and without discrimination 
and subject to the provisions of law and orders of the 
Federal Reserve Board, shall extend to Federal reserve banks 
and member banks such accoromodations as may be safely and 
reasonably extended under authority of this section. 
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REPO~TS AND EXAMINATION. 

The corporation shall make reports cf its conditions on 
fo~s prescribed by the Federal Reserve Board as and when called 
upon by the Federal Reserve Board. The Federal Reserve Board 
shall cause examinations to be made by exaudners selected by 
it of the affairs of such corporation at least twice in each 
year, and all the expenses of such examinations, including the 
examtnation of branches or agencies, shall be paid by the 
Corporation upon an assessment being made by the Federal Reserve 
Board. 

FEDERAL RESERVE BANKS. 

The corporation may carry accounts with or for Federal 
reserve banks~ which banks Shall be authorized to receive 
deposits from or to make deposits with the corporation, and 
to purchase from or rediscount for, with or without its en­
dorsement, any securities said Federal reserve banks are 
authorized by law to hold or to make loans on the promissory 
note of such corporation having a maturity not to exceed thirty 
days and secured by bills and notes or other securities eligible 
for rediscount or purchase by the Federal reserve banks. 

DrviSION OF EARNINGS. 

After all necessary expenses of the corporation have been 
paid or provided for, Class "A'' stockholders shall be entitled 
to receive an annual dividend of six per cent. on the paid in 
capital stock, which dividend shall be cumulative. 

After the aforesaid dividend claims have been fully met, 
all the net earnings shall be distributed pro rata amo.ng the 
Class "B" stockholders, except that one-half of such net 
earnings shall be paid into a surplus fund until it shall 
amoun~ to forty per cent. of the paid in capital stock of 
such bank. · 

TAX EXEMPT I ON. .. 

The corporation, including the capital stock and surplus 
therein, and the income derived therefrom, shall be exempt from 
Federal~ ~ate or local taxation, except taxes upon real estate. 
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Section 2. By inserting a new section t? be kn~Nn as 
Section 25 (b) after sect. ion 25 (~) to reacl. as follows: 

Eanking corporat::.ons to be organized for the purpose 
of engaging principally in international or foreign bank­
ing, or banking in a dependency or insular possession of 
the United States, either iir3ctly or through the agency, 
ownership, or control of l"~cal institutions in foreign 
countries, or in such d~pendencies or insular possessions 
as provided by this section, and to act w~en required as 
fiscal agents of the United $tates, rray be formed by any 
number of natural persons, not less in any case than five. 

Such persons shall enter into articles of association 
which shall specify in general te~s the object for which 

X-1191 

the association is f orrned and rray contain any other provisions 
not inconsistent with law which the association may see fit 
to adopt for the regulation of its business and the conduct 
of its affairs. 

These articles shall be signed by the persons uniting 
to for.m the association and a copy of them shall be forwarded 
to the Federal Reserve Board to be filed and presented with 
its records.· 

The persons uniting to form such association shall, 
under their hands 1 make an organization certificate which 
shall specificdlly state: 

(1) The name assumed by such association, which name 
shall be subject to the approval of the Federal Reserve 
Board; 

(2) The place or places where its operations are to 
be carried on; 

(3) The place in the United States where its ho.me 
office shall be located; 

(4) The amount of its capital stock which shall be not 
less than $2,000,000 and the number of shares into Which the 
same shall be divided; 
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(5) The name and places of residence or of business of 
tho shareholders and tho number of shares held by each of them; 

(6) Tho fact that th8 certificate is rrade to enable such 
persons to avail themsolve s of tho advantages of this section. 

The organization certificate shall be acknONlcdged before 
a judge of some court of record or a notary public and shall be, 
together with the acknowledgment thereof, authenticated by the 
seal of such court or notary and transmittJd to the Federal Reserve 
Board, which shall record and carefully preserve the same in its 
business. 

Upon duly uaking and filing articles of association and 
organization as provided in this section the corpor.1.tion shall 
become as from the date of its execution of its organization 
certificate a body corporate, and as such and in the name 
designated in the organization certificate it shall have power 
under such conditions and regulations as tho Federal Reserve Board 
rray prescribe: 

First. To adopt :md use a corporate seal. 

Second. To have succession for a period of twenty years 
from its organization unless sooner dissolved by an act of 
Congress or unless its franchises shall becorre forfeited by some 
violation of law. 

Third. To make contracts. 

Fourth. To sue and be sued, complain and dofendJ in any 
court of law or equity as fully as natural persons. 

Fifth. To elect or appoint directors, a majority of whom 
shall be citizens of the United St~tes, and by its board of 
directors to appoint such officers and amployees ~s they may 
deem proper, define their duties, require bonds of them and fix 
tho penalty therGof, dismiss such officers or e~loyees, or any 
of them, at pleasure, and appoint others to fill their places. 
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Sixth. To prescribe by its board of directors by-laws, 
not inconsistent with law and the regulations of the Federal 
Reserve Board, regulating the manner in which its stock shall 
be transferred~ its directors elected or appointed, its officers 
and employees appointed; its property transferred, its general 
business conducted, and the privileges granted to it by law 
exercised and enjoyedo 

Seventh. To purchase and sell or discount and negotiate 
notes, drafts, checks, bills of exchange, acceptances, cable 
transfers, or other evidences of debt; to purchase and sell 
securities, including securities of the United States or any 
State in the Union; to accept bills or drafts drawn upon it 
subject to such limitations and restrictions as may be ~posed 
by the Federal Reserve Board; to purchase and sell exchange, 
coin, and bullion; to borrow and to lend money on real or 
personal security; to exercise the trust powers of national 
banks; to receive deposits and generally to exercise such 
powers as are incidental to the banking business as conducted 
in the country or countriesJ dependency or dependencies in 
which its operations are carried on. 

Eighth. To establish and rraintain for the transaction 
of its business a branch or branches, agency or agencies 
in foreign countries and their dependencies or in the de­
pendencies of the United States at such places and under such 
rules and regulations as the Federal Reserve Board may prescribe; 
and to establish and maintain such additional branches or agencies 
as the Federal Reserve Board rray from tiu:e to time authorize 
even in countries or dependencies not specified in the original 
organization certificate. 

Ninth. To purchase~ use, and hold stock o£ other certificates 
of ownership in any other banking corporation organized under 
the provisions of this section or chartered under the laws of 
any foreign country or of any State in the United States not 
doing business in the United States except such business as in 
the jud~nt of the Federal Reserve Board is necessarily 
incidental to its international or foreign business: Provided, 
however, That it shall not hold stock in any one corporation 
in excess of ten per centum of its own paid-up and unimpaired 
capital and surplus, except with the consent of the Federal 
Reserve Board. The provisions of the Act approved October 
fifteenth, nineteen hundred and fourteen, entitled "An Act 
to supplement existing laws against unlawful restraints and 
monopolies, and for other purposes,- shall not apply to cor­
porations or to officers, directors, or employees of corporations 
organized under this section or under Section 25 a. 
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.. ; Corporations organized under authority of this 
section or of Section 25 {a) of this Act rray be granted 
perndssion by the Federal Reserve Board to exercise any 
o~ all of the powers specified in Section 11 (k) of the 
Federal £Eeserve Act in so far as the exercise of said 
power may be necessarJ in the conduct of the foreign or 
international business engaged in by su~h corporations. 

No national bank or other member of a Federal 
reserve bank shall subscribe for or hold stock in banking 
corpo~tions organized under the provisions of this section 
aggre.gating more than ten per centum of the unimpaired 
capital anli surplus of the subscribing bank. Shareholders 
in corporations organized under this section shall not 
be liable for the contracts~ debts, and engagements of 
such corporations. Any member bank nay act as agent for 
any corporation organized under the provisions of this 
section for the purpose of dealing with any Federal reserve 
bank# and the Federal Reserve Board shall promulgate 
rules and regulations defining and governing transactions 
which such corporation may have with Federal reserve banks 
either direct or through the agency of member banks. No 
such corporation, hONever, shall become a member of any 
Federal reserve bank. 

Should any banking corporation organized under the 
provisions of this section fail to comply with any of its 
provisions or of any applicable laws of the United States, 
all the rights, privileges~ and franchises of SllCh cor­
poration granted to it under this section shall thereby 
be forfeited. Any noncompliance with or violation of such 
laws slBll, h~vever, be determined and adjudged by a 
United States court of campetent jurisdiction in a suit 
brought for that purpose in the district or territory in 
which the home office of such corporation is loeated, by 
the Federal Reserve Board before the corporation shall 
be declared dissolved. In case of such noncompliance or 
violation &Very director who participated in or assented 
to the sau:e shall be held liable in his personal or in­
dividual capacity for all damages which said bank~ its 
shareholders, or any other person shall have sustained 
in consequence of such violation. Such dissolution shall 
not take away or impair any ren::edy against such corporation, 
its stockholders., or officers for any liability or penalty 
which shall have been previously incurred ... Any such banking 
corporation rray go into liquidation or be closed by a vote 
of its shareholders owning two-thirds of its stock. 
Whenever the Federal Reserve Board shall becou:a satisfied 
of the ·insolvency of any such banking corporation, it 
may appoint a receive who shall proceed to a~inister the 
estate of such corporation in the same IrAnner in which 
he would administer the estate of a national bank, the 
disposition of the assets of the branches to be subject 
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to any special provisions of the laws of the country under 
whose jurisdiction such assets are located • 

The annual meeting of every such banking corporation 
shall be held at its home office in the United ·states, 
and every such banking corporation shall keep at its home 
off ice books containing th.e names of all stockholders of 
such corporation, and members of its board of directors, 
together with copies of the records furnished by it to the 
Federal Reserve Board, exhibiting in detail and under 
appropriate heads the resources and liabilities of the 
banking corporation. Every banking corporation shall 
make reports to the Federal Reserve Board at suCh tines 
as it may require and shall be subject to ex~iriations 
when deemed necessary by the Federal Reserve Board through 
examiners appointed by it, the cost of such examinations 
and the compensation of such examdners to be fixed by the 
Federal Reserve Board and to be paid by the corporation 
examined .. 

CONVERSION OF STATE BANKS. 

Section 3. Any bank incorporated by special law of any 
St;;.te, or under the general laws of tbe United States, having 
unimpaired capital of not less than $2,0001 000, and which has 
been organized for the purpose of engaging principally in 
international or foreign banking, or banking in a dependency 
or insular possession of the United States, either directly 
or through the agency, ownership or control of local institu­
tions in foreign countries, or any dependencies or insular 
possessions of the United States, rray, by the vote of the 
shareholders owning fifty-one per centum of the capital stock 
of such association and by compliance with the provisions of 
Section 5154 of the United States Revised Statutes, be converted 
into a Federal corporation, and be vested with all powers and 
subject to all restrictions and limitations that are contained 
in Section 25 (b} of this Act, provided, however, that said 
conversion shall not be in contravention of State law. 

Section 3. By inserting after the first paragraph of 
Section 7 a proviso so that such paragraph as amended shall read 
as follows: 

nAfter all necessary expenses of the Federal Reserve 
Bank have been paid or provided for, the ·sharehold.ers shall be 
entitled to receive an annual dividend of six per centum on the 
paid in capital stock, which dividend shall be cumulative. After 
the aforesaid dividend claims have been fully met all the net 
earnings shall be paid to the United States as a fxanchise tax., 
except that one-half of such net earnings shall be paid into 
a surplus fund until it shall amount to forty per centum of 
the paid in capital stock of such bank,Provided, however. that 
whenever the Federal Reserve Board shall allot to any Fed~ra1 
Reserve ~nk stogk in the corporation created lu!:. Section 25 .hl 
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of this Act SlJ!. a-gl§nd~d. ~.9. much ~ nay ~ necessary 
. .2i ·~ n.~ earnings !WJ.£!1 wou.14, othel"<:W~ ]m p~q, 
~ the Yn.illl §:El~.Ei.~. ~ .a_f~c1bi~.:Ltr.:-A ~1 J>Jt 
~d § a the .m?·!"£h~ NiCA_ .2!. gtch ~~-
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EX-OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROlLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

September 13,1918. 

W. P. G. HARDING, GOVERNOR 
----, VICE GOVERNOR 

ADOLPH C. MILLER ll /J1 
c_HA_RL_Es_s._HA_MLIN .l_"-.:_f:. 

J. A. BRODERICK, SECRETARY 
L. C •• ADELSON, ASSISTANT SECRETARY 
W. T. CHAPMAN. ASSISTANT SECRETARY 
W. M. IMLAY, fiSCAl AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1192 

Dear Sir: 

For the inforrr~tion of the Board~ please advise 

this office the present method employed by you in the 

handling of deposits received from Collectors ot Internal 

Revenue and Customs for credit to the general account, 

Treasurer of the United States. 

Is it your practice to hold over for ~redit on 

the follr-..-i.ng day such deposits received after ,,_,ar.:ang 

hours? Are your relations with these Collectors ani yo,n· 

present practice rr.utually satisfactory} or have ycu ~ny 

suggestions to make that might tend to improve or sim:t:hfJ 

these ()pe rations? 

Very truly yours, 

The Governor 1 Secretary. 
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Report to FedeFal Reserve Board at a meeting of 

the Board held at M on 

_____________________ 1.9191 of the purchase, under the 

·power of atto:mey filed by the respective Federal 

Reserve Banks, of special 2% certificates of :\.;ndebtedness 

of the United States for deposit with Comptroller of t:he 

Currency as collateral for Federal Reserve bank notes. 

For the Federal Reserve Bank of -
(Date) (Amount) 

Respectfully,. 

Secretary .. 
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EX-OFFICIO MEMBERS . __ .. 
WILLIAM G. MCADOO 

SECRETARY OF THE TREASURY 
CHAIRMAN 

JOHN SKELTON WILLIAMS FEDERAL RESERVE BOARD COMPTROLLER OF THE CURRENCY 

WASHINGTON 

SUBJECT: Revenue Stamps.Drafts 
drawn to finance sales of goods 
to Allied Purchasing Commission. September 16,1918. 

W. P. G. HARDING, GOVERNOR 
----, ViCE GOVERNOR ..JI 
ADOLPH C. MILLER !1 /!I 3 
CHARLES S. HAMLIN -1"'- :f: 

J. A. BRODERICK, SECRETARY 
L. C. ADELSON, ASSISTANT SECRETARY 
W. T. CHAPMAN. ASSISTANT SECRETARY 
W. M. IMLAY. FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1196 

Dear Sir! 

The Board' 3 a ttent icn has been called to the bet 
that in some districts banks are requir~g revenue stamps 
to be affixed to drafts drawn to finance sales of goods to 
the Allied Purchasing Co~ission, while in others this re­
quirement is not enforced by the banks. 

It is 1 of course, desirable that the practice 
should be unifonm. Attention is1 therefore, callAd to the 
ruling of the Commissioner of !nternal Revenue) published 
on page 614 of the July 1918 Bulletin, which reads as 
follows: 

"Referring to your letter of June 5 
and my acknowledgment of June 101 it seems 
from Mr. Curtis's letter that under credit 
agreements conforming with the regulations 
of the Federal Reserve Board packers rray draw 
bills of exchange on domestic banks against 
sales of goods to the Allied l?urcl'1asing 
Commission, such bills running for a period 
of time covering approxirrately the transit of the 
shipment from the interior point to the seaboard, 
where the goods are taken mn board ship for the 
ocean voyage at the convenience of the Allied 
Purchasing Commission. 

In wm. E. Peck & Co. (Inc.) v. L~Ne, 
decided in the United States Supreme Court May 30, 
1918, which held that the income tax of 1913 was 
valid as applied to net income derived. from sales 
in for0ign commerce, the court has occasion to 
discuss the effect of the constitutional prohibition 
against taxing articles exported, and it referred 
to and distinguished c&rtain of its former decisions 
on the subject. It concluded that when the tax is 
not laid on the articles themselves while in course 
of exportation, the true test of its validity is 
whether it so directly and closely bears on the 
process of exporting as to be in substance a tax 
on the exportation. In the present circumstances 
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it can probably fairly be said that the tax on the 
drafts, although they are to be paid before the 
actual ocean voyage begins, bears so directly and 
closely on the process of exporting as to be in 
substance a tax on it. The goods are doubtless 
''in course of exportation" from the time the first 
carri~r rf.ceives· them. 

Tne same principle would seem to apply as 
in tho case of the transportation tax. In Article 
31 of Regulations No. 42 rules for deter:mining when 
property uay be deerred to be in the course of ex­
portation are laid down, and apparently the present 
situation is within their scope. 

It is accordingly held that the stamp tax 
imposed by subdivision 6 of Schedule A of Title Vlll 
of the act of October 3,1917, does not attach to 
drafts on domestic banks in connection with the 
shipment of articles from the interior to the sea­
board, where such a.rticles have been sold to the 
United States agent of a foreign purchaser for export 
under circumstances entitling the transportation 
within the United StatGs to exerr.ption from the 
transportation tax." 

Very truly yours, 

Governor. 
The Chaiman., 

Federal Reserve Bank of 

14~ 
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EX-OF"FICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

W. P. G. HARDING. GOVERNOR -~ 
----,VICE GOVERNOR_.!'- ,.15 
ADOLPH C. MILLER -··- J .•. 
CHARLES S. HAMLIN 

J. A. BRODERICK, SECRETARY 
L. C. ADELSON. ASSISTANT SECRETAI?'r 
W. T. CHAPMAN. ASSISTANT SECRETARY 
W. II. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

S·-;ptembor 16,1918. 

IN Rt>- S'tl\.'i'E EANK 1\P:?L::CATIOi~S--RECOH'ENDATIONS 
uf RES:EJI-\V:Z BANK COMl(ln'EES AND CONDITIONS SUGGESTED. 

Dear Sir: 

Examination rep~rts filed in connection with 
applications made by State Banks, for membership 1 are 
analyzed by or for the respective Reserve Bank Co~mittees. 
In a numb.zr of cases with the analysis received it has 
been possible more promptly to consider the applications. 
In all other instances however it has been necessary to 
have a thorough analysis prepared here before the· appli­
cations could be presented to the Board. 

It will be appreciated if you will arrange to 
submit, with each application~ an analysis of the report 
and data, on the enclosod f onn, a supply of which has been 
sent to you under sep~rate cover. 

X-1200 

It would also be of material assistance to this 
office if the Con:mittecs would speci:fy what,. if any> con­
ditions of membership s~1ouJ.d be imposed upor:· .:tpp).yin£: banks; 
for example: 

11 Tho undersigneO. Corrmittee rec'Jrrrr,ends appr•.Jva1 of 
the application subject to the following conditi..;;ns; 

1. Reduction of loans to directors. 

2. Irrrrediate charge to Profit and Loss Account 

Enclosure. 

The Chainran, 

Bad Debts $10,000 
20% of depreciation shown in investment 
securities." 

Very truly yours., 

Secretary. 
Federal Reserve Bank of 
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EX-OFFICIO MEMBERS 

WILLIAM G. MCADOO 

W. P. G. HARDING, GoVERNOR 
----, VICE GoVERNOR 
ADOLPH C. MILLER 

SECRETARY OF THE TREASURY 
CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

CHARLES S. HAMLIN 

146 
J. A. BRODERICK, SECRETARY FEDERAL RESERVE BOARD L. C. ADELSON, ASSISTANT S!CRETAOY 
W. T. CHAPMAN, ASSISTANT SECRETARY 
W. II. IMLAY, FISCAL AGENT 

WASHINGTON ADDRESS RIEPLY TO 

FEDERAL RESERVE BOARD 

September 161 1918o 
X-1201 

SUBJEC1• EXAMINATION OF STATE MEMBER 
INSTITUTIONS AND ANALYSIS OF REPORTS 
OF EXAMINATIONS. 

Dear Sir: 

Re~erring to the last two paragraphs of Circular 
Letter X•677 dated January 26,1918, the Federal Reserve Board 
would be pleased to receive -

1. List of States in your district wherein your Board 
of Directors has not by resolution authorized the 
acceptance of examinations by State authorities. 

2. List of State institutions in your district which 
were members December 31,1917, and which have not 
been ex~ined during the current calendar year. 

3. List of State institutions which were u.embers on 
December 3ljl917, which it will be necessary for 
your force to examine during this calendar year. 

It is understood that the Credit or Examining depart­
ments in the various Reserve Banks will ar.alyze the reports of 
the examinations of State member banks_.,. For the purpose of 
unifo~ty the Board is enclosing herewith a copy of ~n~lysis 
for.mwhich it woUld be pleased !o have filled out and forwarded 
with each report of e~amination. A supply of the fonns has 
been sent you under sopa.rate cover. 

Very tru.ly yours, 

Enclosure. 

The Chai:rrran., Secretary. 
Federal Reserve Bank of 
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EX-0FP'ICIO MKMBBR& 
W. P. G. HARDING, GoY .. IOOR -1J4f-) 
ALBERT STRAUSS. YICI' GoVI'RNcJt_ ( 
ADOLPH C. MILLER CARTER GLASS 

SECRtn'nY OP' THI TREASURY ................ CHARLES S. HAMLIN 

JOHN SK!ll.TON WILLIAMS 
C~PTIOLlll 0' TH[ CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

J. A. BRODERICK. SKRIJART 
L. C. ADELSON. ASIIITANT SIUE1ARY 

W. T. CHAPMAN. ASSISTANT SICIIITAIT 
W. M. IMLAY. fiSCAL. AlENT 

ADDLIIIU:8 LIIBPLY TO 

P"ED6:RAL RESERVE BOARD 

Sepcenioer 17#1918. 
SUBJEC'£! GCLD EXPORTS 

T 0 Ill1EXI CO .. 
X-1205 

Governor, Federal Reserve Bank., 

Dear Si:-: 

In connection with applications of :rr..etal mining com-

panies for licenses to export gold to Mexico in satisfaction of 

the Mexican reimportation requirements., you are requested to see 

that the reports submitted by applicants on form X-1146B give the 

necessary details before forwarding the applications to the Board. 

Nany i~roper reports have been received by the Board. Model of a 

correct return an this form is enclosed herewith. 

Confusion has arisen in the minds of applicants as to the 

section of the report calling for 

"Proportion of an;ount named in application to be used 
to satisfy Mexican reimportation decree. Gold Silver" 

The inforrration called for by this item is simply a 

division of the sum total of the amount presently applied for as 

between reimportation requirements against gold and against silver. 

For instance, if the total of the application is $40,000 and the 

estirrnted export to the Unite~ States is $20,000 gold and $801 000 

silver, then the figures for this item should be $10,000 (100%) 

under 11 gold 11and $20,000 (25%) under 11 silver. 11 
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The last sect ion asks for a report as to the proposed 

disposition o£ -;~-r,, cold applied for if the license is granted .. 

The entire amour.t for which license is asked should be divided 

amoung the various uses to which it is expected the gold will 

be appiied, such classification to be estirr.ated -from knowledge 

based on the use of gt1ld received under previous licenses. 

Respectfully., 

Assistant Secretary~ 
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\' WIU,W4 ._ llcAIIDO 
' ,,, --~OI''IllrTaWuitY 

c..u-
IOHN SKILT~JIIUWIS 
~ OF TN£ CUIRENCY FEDERAL RESERVE BOARD 

MJ-JCO WASHINGTON 
ADDR- RIIP&.Y TO 

FEDERAL RESERVE BOARD,' 

September 1g, 1918 . 

Dear Sir: 

Beginning with the fourth Liberty Lor-u ... , bonds sold to 
employees and others on the installment plan will be included 
in the Board's weekly statement with 11.All other earning assets" 
if the bank reeei ves an income frau such bonds, and with "All 
other resources" if no income is had by the Federal Reserve 
bank. 

Accordingly it is requested that beginning with the 
fourth loan, Liberty bonds sold to individual subscribers on 
the installment plan and for which the bank retains the income, 
be shown on form 34 separately fran other bonds under caption 
"Liberty bonds sold on installment plan 11 to which the code word 
BARD (to follow BISE on form 34) is assigned. The full amount 
of bonds so sold~ be reported against this caption and in­
stallment payments received credited to liability account "Con­
tracts to deliver Liberty bonds sold11 or the net amount only 
may be reported against i tam BARD. Jn tha :Friday night report 
the net amount due the bank under this account should be taler 
graphed to the Board. In case no incane is derived by the bank: 
fran such bonds they should be shown on form 34 in the fourth 
subdivision and included with item TARE. 

In either case it will not be necessary to furnish the 
Board with investment schedules (8-2) covering transactions in 
these bonds. 

Yours very truly, 

Secretary 
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EX-OFFICIO MKMBKRI 

W. P. G. HARDING •. GoVERNOR 

ALBERT STRAUSS. VIti GoVIRNOI 
ADOLPH C. MILLER 

CARTER GLASS 
SECRET.,R';\o,-rHI TREASURY 

CHAfiiiAR 

JOHN SKELTON WILLIAMS 
COIII"TIIOLUR OP TH! CURI!IIENCY FEDERAL RESERVE BOARD 

WASHINGTON 

CHARLES S. HAMLIN 

J. A. BRODERICK. SKRIT~IY 
L. C. ADELSON. ASSISTANT SICRITARY 
W. T. CHAPMAN. ASSISTANT SICRITART 
W. M. IMLAY. FISCAL AGENT 

ADDRU8 REPLY TO 

FED£RAL RESERVE BOARD 

. September 19 J 1918. 

SUBJECT: Redisco~mts between 
Federal ReserJe Panks. 

Dear Sir~ 

X-1213 

A:':te;::- cc.refully considering the sever.l.l suggested plans for les-

sening the cls~·ical WC~rk connected with , the han<iling of red.:..scounts between 

Federal Reserve Banks 1 the Board has concluded that no rraterial change should 

be made at this time in present methods, which, it is understood, closely 

follow the procedure adopted in handling discounts for memoer banks. 

An outline of the clerical work connected with the handling ot 

rediscounts between Federal Reserve Banks, as provided by the Boardts 

ciL cular letter X-212 of June 15,1917, and the accomprtnying memoranda,_ 

is given belcw· for the purpose of simplifying and rr.aking as uniform as 

practicable the methods used by all Federal Reserve Banks. ~vo rr~thods 

are outlined whereby Reserve Banks desiring accommodation for a period 

short of the actual maturity of the rediscounted paper rray repurchase 

such p.aper from the lending Reserve .D.:ink before rr.aturity by rr.aking the 

necessary transfer of funds through the Gold Settlement Fund. 

(1) MATURITIES AND CLASSES OF PAPER REDISCOUNTED: When a Federal .. 

Reserve Bank rediscounts paper with another bank it is necessary for the 

discounting bank to furnish the rediscounting bank and the Federal Reserve 

Board with a statement on schedule BD-4 or 7, showing the identification 

number,. narre of each rraker1 class of paper rediscounted as called for by 
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r .. ' 
form 38_. and particularly the amount of each item sec1.1red by· govenur.ent 

obligat:l.oa'.J., also duo data~ face amou~t an<! rate at which rediscounted. 

It will no·; be necessary to give the naxr.es of endorsers on schedules 

BD-4 or 7 in reporting rediscounts. Paper thus rediscoUnted will be 

carried on the . 'tookd. of the lending bank in the sam3 nannar as paper 

discounted for tt.~t:nber bankR~ It will be necessa.:ry also to telegraph the 

lending bank sufficient data ~egarding maturities of paper r~discoun~ed 

to enable it to furnish the Board an the following Friday wi~h the 

m.turity distribution of its bill ~oldings for the Board's weekly state­

ment. l'he total amount of paper secured by government obligations ~so 

. · . ~~ould be telegraphed. · 

(2) ENDORSDf.:BT: Rediscounted paper rmst be endorsed .'by the 

borrowing ~nk. Rubber stamp endorsement is recoumended and may be made 

in blank or substantially as below: 

Pay to the order of any Federal Beserve 
Bank or Federal Reserve Agent. 

FEDERAL RESERVE BANK OF BOOTON 
c.q*Bullen, Cashier 

(3) UIEARHED DISOOUNT:Rediscounted pape~ should be classifie~ 

on schedules BD-4 or 7. in accordance with naturity dates .. The ·follOWing 

hypoth~tical example is given to illustrate a simple method of . co~puting . 

discount: 

Number. of 
days to 

· us. tur.i ty · 

37 
38 
40: 
48 
54 
.56 

Face amoUX).t of all paper 
.having maturity Shown in 
preceding column. 

$1,000,000 
1.,50Q,OOO 
1 1 000 I '()QO 

2~000,000 
550,000 
450.000 

$6,5QO,OOO 

Rate at 
which 
discounted. 

. 4-3/4"' .. . 

• 

Unearned 
discciunt · .. 

$4aal.94 
7~520.83 
5,2'17. '78 

12, 6,6. 6·'1 
3,918·. 75 
3.325.00 

$37,590.97 

Net credit (face amount less unearned discount)' $6,462,409.03 . . 

15:1 

.• . 
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• 1_52 
The discounting bank should credit gold settlement fund - sus-

pense ac :;ount on f or:n 34 for the account of the borrowi.."lg bank with the 

face amount of the paper with a later adjustment for unearned discount. 

In case it is necessary to protect the reserves of the borrowing bank, an 

irrmediate transfer througr. the gold settlen;ent fund rray be effected. 

(4) RELEASE FOR Pl\Y:!v.IENT: Rediscounted paper rray be rebated or taken 

up by the borrowing bank befC're rraturity upon payment through th~ gold 

settlement ftmd of the face amount of the paper less the amount of un-

earned discount. Unearned discount on notes taken up bafore maturity nay 

be calculated in the saree rranner as indicated in paragraph 3. Suppose, 

for example, that all paper rediscounted as above was taken up at the 

expiration of 35 days from the time it was rediscounted, then unearned 

discount would be figured as foll~ns: 

Number of days 
to naturity 

Face amount of all paper 
having naturity shown in 
previous column 

Rate at which 
discounted Unearned 

discount 

2 
3 
5 

13-
19 
21 

Total 

$l,OOO,OOC 
1,500,000 
1,000,000 
z,ooo,ooo 

550,000 
450,000 

$6~500,000 

.$ __ _ 

$ __ _ 

Net credit (face amount less unearned discount) $. 
~--------------------

(5) RELEASE FOR COLLECTION: Rediscounted paper released to the 

borrowing bank for'collection should be endorsed (rubber stamp) by the Fed-

eral Reserve Agent of the borrowing bank) substantially as below: 

Pay to the order of the Federal 
Reserve Bank of Boston for coll­
ection for the account of 

F.-H. CURTISS 
FEDERAL RESERVE AGENT. 
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When this endorseuent is used, written instructions substantially as 

fallows should a.ccompany the delivery of the paper to the bank: 

(Date) 

Federal Re3e!"Ve Bank of ______ _ 

Dear Sir: 

I hand you herewith for collection and credit of the Federal Reserve 
Bank of_ fer the account of the Federal Reserve Agent at 
________ the foJLII[ing corrmercial paper~ which has been held in 
trust for the Federal Reserve Agent named. Please advise the Federal Re­
serve Bank to this effect. 

W.at:urity Amount Maturity Amount 

Very truly yours¥ 

Federal Reserve Agent. 

Receipt of the above described commercial paper is hereby acknowledged. 

Assistart Cashier .. 

-------------~~------------------------------------------------------------------

'l'llhen payrr.ent is received by the borrovving Federal Reserve Bank for 

rediscounted paper collected by it,· proper transfer through the Gold Settle-

ment Fund should be made to the credit of the lending Federal Reserve Bank 

with appropriate advice to the Federal Reserve Agent. 

(6) BORROWING FOR FIXED PERIODS: Under the Federal Reserve Acti any 

accorrmodation extended by one Federal Reserve Bank t< another must be in 

the form of rediscounts, and therefore borrowing for fixed periods on 
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promissory or collateral notes would require an amendment to the Federal 

Reserve Act. In case, however, a Federal Reserve Bank is reasonably sure 

that it will not :need :J..ccozrrr.odation for the entire period for which paper 

under rediscount has to run, an agreement zray be entered into, whereby., 

if the accorrrr.odation is desired for say 15~30 or 45 days, discount way 

be calculated for the period for which the accorrmodation is desired. 

Under this plan all paper zrust have a rraturity of at least or beyond the 

period for which acconn:odation is required. \Nhile the calculation of un­

earned discount for fixed periods will be permitted, the lending Federal 

Reserve Bank rr.ust classify the paper on form 38 according to the actual 

zraturities and without regard to the period for which discount has been 

figured. Paper released upon payment by the borrowing bank will a~in be 

taken into its bill holdings. No report covering this latter transaction 

need be furnished to the Federal Reserve Board. 

REDISCOUNTS UHDER PARAGRAPH 6. 

Bank 11 .A 11 arranges to rediscount $10,000,000 of corrn:ercial paper with 

bank ·"B" for 30 days at 4-3/4%. (Face amount of paper $10,004.,372. Dis-

count $ .) Debit and credit entries zray be made as below: 
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BANK "A" At time of redisq~t: 

Debits Credits 
Gold Settlement FUnd $ 
Unearned discount $ 

___ Bills discounted, members $ ___ _ 

Bills discounted# 
members 

BANK 11B" 

Debits 
Bills discounted,other 

---
At expiration of 30 days: 

Gold Settlement Fund $ __ _ 
$ __ _ 

At tirr~ vf rediscount: 

Credits 
Gold Settlement Fund $ ___ _ 

F .R. banks $ ___ _ Unearned discount $ ___ _ 

At expiration of 30 days: 

Gold Settlement Fund $ ___ _ Bills discounted1 other 
F.R. banks $ __ _ 

Debit and credit entries r.r.ade by both bank "A" and bank "B'' at the expira-

tion of the 30-day period will be reduced by amounts rebated, if any. Any 

necessary adjustment in unearned discount account rray be made at the time 

the periodic proof is taken to determine whether the amount held in the 

account ·is sufficient to cover interest unearned on discounted paper o;r 

at the ~xpiration o'f the period for which the paper was rediscounted. 

Yours very truly# 

Secretary. 
Approved; 

Governor. 

1.55 
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EX~OfFICIO MEMBERS . 

WILLIAM G. McADOO 

SECRETA~~A~~ TREASURY 

JOHN SKElTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

September 19.,1918 .. 

SJBJ:,ZCT; ELEC1'10H OF CLASS !.Jl ,, A::ID CLASS "B" DIRECTORS. 

Dea:c Sir: 

W. P. G. HARDING, GOVERNOR 

-----, VICE GOVERNOR 

ADOLPH C. MILLER 

~S~LIN ~156 
J, A. BRODERICK, SECRETARY 

L. C. ADELSON, ASSISTANT SECRETAJ;~Y 

W. T. CHAPMAN, ASSISTANT SECRETARY 

W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1215 

House Bill No. 11283 1 &enerally known as the Phelan Bi11J 
has passed both Houses of Congress and nON awaits the signature 
of the President. Section 4 of the Federal Reserve Act 1 whi~h 
relates to the election of directors of Class "A" and. Class "B" 1 

amended by this bill, read as follows: 

"Directors of Class A and ClasJ B shall be chosen in the 
following manner: 

"The Federal Reserve Board shall classify the member banks 
of the district into threa general groups or divisions 1 designating 
each group by number. Each group shall consist as nearly as rray be 
of banks of similar capitalization. Each member bank shall be permitted 
to nondnate to. the chairman of the board of directors of the Federoal 
reserve bank of the district one candidate for director of Class A 
and one candidate for director of Class B. The candidates so nominated 
shall be listed by the chairrran, indicating by whom nominated, and a 
copy of said list shall 1 Ni thin fifteen days after its ~ompletion, be 
furnished by the chaiman to each member bank. Each member bank by a 
resolution of the board or by an amendrr~nt to its by-laws shall 
authorize its president, cashier, or some other officer to cast the 
vote of the member bank in the elections of Class A and Class B 
directors. 

''Within fifteen days after receipt of the list of candidates 
the duly authorized officer of a member bank shall certify to the 
chail"'l.J3.n his first, second, and other choices for director of Class A 
and Class B, respectively, upon a preferential ballot upon a form 
furnished by the chairman of the board of directors of the Federal 
reserve bank of the district. Each such officer shall make a cross 
opposite the name of the firstJ second, and other choices for a director 
of Class A and fer a director of Class B, but.shall not vote more than 
one choice for any one candidate .. " No officer or director of a member 
bank shall be eligible to serve as a Class .A djrector unless nominated 
and elected by banks which are members of the sarr~ group as the menber bank 
of which he is an officer or director. · 

Any person who is an officer or director of more than one member 
bank shall not be eligible for nomination as a Class A director except by 
banks in the same group as the bank having the largest aggregate resources 
of any of those of which-such person is an officer or director. 
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It will be observed ChLt the :E'eJer.::.l iies.::~rve :Board 
is now required t.o classify the tDnioer banks of each district 
into three groups or divisions :lo 3. r;reliminary to the election 
of directors. Tne Board wHl be glad to have suggestions from 
you as to the proper cle.ssificp,tion of banks in your district. 

It wi H also be observed that under this amendment 
each member bank is requi:"ed by resolution of its :Board, or 
by amendment to its bylaw-3, to authorize its President, Cashier, 
or some other officer to cast the vote of the manber bank in 
the election of Class "A" end Class "13 11 directors instead of 
having a district reserve elector perform this service. 

This amendment also prohibits any officer or director 
of a member bank from s ervirg as a Class ".A 11 director unless 
nominated and elected by banks which are members of the same 
group as the member bank of which he is an officer or director • 
.Any person who is an officer or 6..irector of more than one member 
bank is not eligible for nomination as a Class "A" director 
except by banks in the same group as the bank having the largest 
aggregate resources of any of those of which such person is an 
officer or director. The attention of the member banks in your 
district should be called to this change in the method of pro­
cedure for the election of directors and in the qualification 
of candidates. 

Each bank in your d.i strict should be requested either 
to amend its bylaws so as to authorize one of its officers to 
cast the vote of the bank in the election of ·Class "A" and Class 
"13" directors, or to pass a resolution to this effect, and to 
file wi. th you a copy of the amendment to its bylaws or of the 
resolution adopted. 

As soon as the Federal Reserve :Board has classified the 
ba:ks in your district arrangements should be Il'.ade to hold an 
election of directors to succeed those Whose ten1s expire on 
December 31, 1918. 

The :Board, will, therefore, be glad to have your 
suggestions as to grouping of banks in your district as early 
as possible. 

Very truly yours, 

Governor-
The Chairman, 

Federal Reserve Bank, 
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EX-~ MEMBERS 

WILLIAM G. MCADOO 
SECRETARY Of, fHE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY 

W. P. G. HARDING, GOVERNOR 

----, VICE GOVERNOR 

ADOLPH C. MILLER 

CHARLES~LIN ~~ .f'B 
-.....<::.-·._.dl 

FEDERAL RESERVE BOARD J. A. BRODERICK, SECRETARY 

L. C. ADELSON, ASSISTANT SECRETA~Y 

W. T. CHAPMAN, ASSISTANT SECRETARY 

W. M. IMLAY, FiSCAL AGENT 

WASHINGTON ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

SJptember 201 1918. 
x-1216 

SUBJECT: PAYMENT BY FEDEP.."l.L R<:SEiWE 

Dear Sir: 

BANKS OF EXPE:NSES INt'!!:D~:l~T 

TO TRANSFERR OF C!JLFCNCX" .AliTD 
SECURITIES PLEJG8D AS COLLA.'lEAAL~ 
TO AND FROM FEDERAL RESERVE BANKS. 

Federal Reserve banks are now paying the cost of transportation 

on Federal Reserve notes fron1 washington, and these notes are available 

to banks located in Federal Reserve and Federal Reserve branch cities 

without charge for delivery. The banks have also abolished their 

service charges for collecting checks, and in many cases they are paying 

all transportation charges in connection with the exchange of currency 

for gold~ as well as charges on currency forwarded by country banks 

to offset debits made against them represented by the total footings 

of letters containing checks for collection. 

The Board has under conside~tion the propriety of extending 

further facilities to member banks by having Federal Reserve banks ;ay 

all charges incident to the transfers to and from the Federal Reserve 

banks·of currency1 and securities pledgedcor to be pledged as collateral 

fOr loans. 

This question was discussed at the meeting of the Federal 

Advisory Council on the 17th instant and received the cordial support 

of that Body. 

The Board Will be pleased to receive from you an est:ina.te of the 

probable cost (say for a two months period) to your bank if it should 

absorb the entire expense involved in the plan outlined below: 
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MEMBER BANKS! (a) Paynient cf all pos"tas;c,.. sxpresc:; 1 insurance, etc., 
incident to sh.i.pa:ents tr) anal. from member banks of 
currency1 collatetal noces and bills for rediscount, 
and securities deposited as collateral to member bank 
promissory notes and notes red1.acounted., 

(b) Payment of charges on all telegrams received from 
or sent to member banks in connection with currenCYJo 
exchange transierst lr.ans and deposit transactions. 

:159 

NON-MEMBER BANKS WAINTAINING CLEARING ACCOUNTS \~ITH FEDERAL RESERVE BANKS: 

(a) Payment of postage, insurance and expressage in 
connection with shipments of currency in settlement 
of clearing balances. 

NON-MEMBER BANKS ON PAR LIST: 

I 

All postage in connection \nth remittances made to 
cover collections ( to be provided for by enclosing 
return stamped enveiope) 

All expenses incident to shipments of currency to 
Federal Reserve banks in payment of items sent for 
cone cti on. 

It is thought that the extension of the privileges above indicated 

to member banks will remove the feeling that rriiny country banks have 

that the Federal Reserve Ac~ discriminates against them in favor of the 

banks in the larger cities~ and will at the sane time prove an added 

stimulus to the state banks· to apply for rrembership. 

Should the plan be adopted, the Board would, of course, reserve 

the right to modify or rescind it at any ttme upon reasonable notice. 

You are requested also to give the Board the benefit of your 

opinion as to the expediency of the adoption of the proposed plan 

by all Federal Reserve banks. 

Very truly yours~ 

Governor. 
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EX-OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR 
----. VICE GOVERNOR 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

ADOLPH C. MILLER -1J 6 0 
CHARLES S. HAMLIN ...:!_ J • 

CHAIRMAN 

JOHN SKELTON WILLIAMS 

FEDERAL RESERVE BOARD J. A. BRODERICK, SECRETARY 
COMPTROLlER OF THE CURRENCY 

Dear Sir: 

WASHINGTON 

L. C.~ ADELSON, ASSISTANT SECRETA~Y 
W. T. CHAPMAN. ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

September 20~ 1915. 

SUBJECT: Collateral pladge d Vii th U. s. 
Treasurer against outstanding ? . R. bank notes .. 

An examination of the daily statements, form 34, received 
fram a number of the Reserve baru~s, indicates that they are re­
porting their total holdings of U. S. securities deposited with 
the U. s. Treasurer to secure Federal Reserve bank notes, 
against item 11U. s. bonds to secure circulation" without refer­
ence to Whether the securities are long or short-tenn obliga­
tions. 

It is important that your holdings of the various classes 
of government securities be stated correctly on for.m 34 and it 
is accordingly requested that in the future u. s. bonds only be 
reported against caption nu. s. bonds to secure circulation," 
and that certificates of indebtedness be set up separately 
against caption "Certificates of indebtedness to secure circu­
lation," code word :BUFF. 

Inasmu.ch as all one-year Treasury notes held by the Federal 
Reserve banks have been deposited vrith the u. s. Treasurer as 
security against Federal Reserve ban1: note issues, it will be 
satisfactory to us if the banks will report such holdings against 
the caption "One-year Treasury notes" on fom 34. 

Yours very truly 1 

Secretary. 

X-1217 
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EX-OFFICIO MEMBERS 
W. P. G. HARDING, GOVERNOR 
----, VICE GOVERNOR 
ADOLPH C. MILLER WILLIAM G. MCADOO 

SECRETf~Y-•OF THE TREASURY CHARLES 5. HAMLIN 

161 .. ~·· JOHN SKJ.,:.Li , ·• WILLIAMS. FEDERAL RESERVE BOARD J. A. BRODERICK, SECRETARY 
COMI'TROLLER OF THE CURRENCY 

WASHINGTON 

SUBJECT: Cl.ASSIFICATION AND REJJ.ASSIF~CA'I'ION 01;' 
REGrSTPjNTS UNDE~ T!ffi CELECTlVE DR~FT LAW~ 

Dear Sir: 

L. C. ADELSON, ASSISTANT SECRETAilY 
W, T. CHAPMAN. ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1216 

For your infor.mation there i~ enclosed herewith copy 
of letter from this office to the Provost-Marshal General 
submitting certain questiona and photostat copy of reply 
received, both of which explain themselves. 

From inquiries received and complaints filed with 
this office by several banks it appears that the interpretations 
given to tha rul5ngs of the office of the Provost-Yarshal 
General by the local or district boards have not been entirely 
uniform and that in son:e instances bank employees who were 
originally given a deferred classification on other grounds 
than that of their employment have had their defe rr·ed classifi­
cation withdrawn under regulations dated May Z.3Jil918: and 
generally referred to as the tJ!Nork or Fight" rogu.J.ation3. 
Thii3 although the Provost-Yarshal General under date of July 5,19181 

ruled that bank employees were not 3Ubje~t to reclassification 
under this order. 

The forces of the banks have already been materially 
depleted by the loss of registrants between the ages of 21 and 
31. Under the new selective draft law which extends the age 
limits so as t~ include those from eighteen to forty-five1 in­
clusive, it is of course obvious that aome steps must be taken 
to secure deferred classification for those employees who are 
vitally necessary to the successful operations of the banking 
business. 

With the constantly increasing demands made upon the 
banks a further material depletion of their forces would ren­
der it difficult for the banks to perform the services required 
of them by the United States in the present .emergency. 
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~bile the Federal Reserve Board, of course# realizes that 
the officers of the Federal reserve banks will not desire to 
ask for deferred classification for employees who rray be spared 
to enter the military service., it is of prilne importance to our 
Government that its fiscal operations conducted through the 
banks shall be maintained at the highest standard of efficiency 
and to this end that all necessary steps should be taken to 
procure a proper classification of neces3ary employees in 
accordance with the letter and spirit of the selective draft 
act and regulations of the War Departttento 

To this end it is necessary that some uniform practice 
should be adopted by the several banks in presenting claim for 
deferred classification and that the regulations and rulings 
of the War Department which spacifically affect bank employees 
should be called to the attention of all local boards. 

The accompanying memorandum which suggests a rr.ethod of 
procedure to be followed has accordingly been prepared for 
the information of the officers of Federal reserve banks and 
member :banks. 

Respectfully~ 

Governor, 

The Chairman, 
Federal Reserve Bank, 

:162 
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FEDERAL RESERVE BOARD. 

Major Getleral E.H~ Crowder, 
Provost ~~rshal· General~ 

War Department1 

Washington, D.C'!. 

S i r: 

X-12lP <::. 

Receipt is acknowledged of your letter of September 6~ 
addressed to the Secretary of the Federal Reserve Board, and 
which relates to a ruling reported by the press as having baeD 
made by your office to the effect that bank clerks nay be given 
a deferred classification on the ground that they are engaged 
in an essential occupation or employment .. 

You state that your office has not ruled that employees 
of banking institutions as such are entitled to deferred class­
ification. 

The Board understands that bank clerks as a class are not 
by reason of their employment entitled as a matter of right to 
a deferred classification, but has understood your previous 
ruling to be th~t where a bank clerk has for other reasons been 
given a deferred classification, it is not necessary for a local 
or district board to reclassify him under what is knowa as the 
work or fight order. 

As pointed out in previous correspondence with your office# 
the forces of the banks have already boen materially depleted and 
the officers of the banks are endeavoring to replace as rapidly 
as possible those who have been called under the selective draft 
law with women or with men who are not of draft age. It is 
difficult at best;however, for the banks to maintain~ force 
sufficient to meet the demands made upon them in the ~resent 
cirournatances and, since the age limit has been extended so as to 
include most of the officers as well as the employees of the bank, 
the problem of ~mintaining the banking forces has becorr.e an even 
more serious one• 

~~ile there is no desire on the part of the Federal Baaerve 
Board, nor of the officers of the federal reserve banks, to 
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ask for exemption or deferred classification of nonessential 
officers or employees who ~ay be utilized in the military service 1 

1 ou will1 of course, understand that if such officers and employees 
are required un~er the work or fight order to seek other employment1 

it will be impossible for the banks to perform the services required 
of them by the United States. 

The same problem is invmlved in the maintenance of the force 
of the Federal Reserve Board. A case. has arisen during the past 
week which illustrates the difficulties that are being encountered. 
One of thQ ~ssengers employed by the Federal Reserve Board who is 
within the draft age 1 w~s classed in Class 4 ~a) by the local board 
in January 1918 because of the fact that he had dependents and not 
because of the fact that he was employed by the Board. Under the 
wotk or fight order he was recently sumnoned before the board to 
show cause why he should not be reclassified and has been advised 
that he nust find another position within ten days or he will be 
subject to the draft. 

The effect of this ruling appears to be that the work of the 
Federal Reserve Board is classified by the local or district board 
as nonessential. it is, of course, obvious that if this position 
is to be taken by your local boardJ and if every employee of the 
Federal Reserve Board who for other reasons has been given deferred 
classification1 is required under the work or fight order to seek 
other employment or to be subject to the draft, it will not be 
posdble for the Board to perform its functions. 

In your lett0r to this office dated July 5,1918, you state: 

111 beg to advise you that bank cJ erks are excepted from 
the operations of the regulations v'ihich provide for the with­
drawal of deferred classificat.:i.on and or.!er :r.umber of regis­
trants found to be idlers or engaged in nonproductive occupa­
tions or employments." 

It is assumed that this ruling will also apply to clerks and 
employees of the Federal Rese~e Board, but this view has apparently 
not been taken by your local board and has not been regularly applied 
by other local and district boards to bank clerks and employees. In 
other words, it appear:J to thio off ica that so:a:e of the local boards 
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have confused your regulations which relate to the original classi­
fications of registrants with your work or fight regulation which requires 
reclassific3.tion of registrants in a deferred class who are engaged 
in nones3ential occupations. 
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In order that the Board nay be advised as to the proper 
procedure to be followed in cases which affect its employees 
and rr.a.y advise the Federal reserve banks and member banks in 
cases affecting officers and employees of such banks1 this 
office will greatly appreciate a specific r.uling on the following 
cases: 

First 1 - Are employees of the Federal Reserva Boara excepted 
from the operations of the regulation~ which provide for the with­
drawal of deferred class·ification and order number of registrants 
found to be idlers or enzaged. in nonproductiva occupations or 
employment 1 

Second1 - Is it w.i.thin the province of a local or district 
board to reclassify a ragistrant engaged in an occupation or 
employment which has been except.ed frorr. the operation of the 
work or fight regulation; where the deferred classification 
of such registrant is not based upon his employment but upon 
other grounds? 

Third1 - If a local or district board reclassifies a registrant 
under the work nr fight regulation on the ground that he is engaged 
in a nonproduct:.ve occupatil)n or employment, is the finding of the 
board concluzive or rray H be reviewed other -than by the President? 

Four,- If a' local or district board reclassifies a registrant 
(;n the ground that he is engaged in a nonproductive occupation or. 
employment and the attention of the board ~.s called to the fact 
that the occupation or employment engaged in is ':'!ne which has been 
excepted by your off ice from the operations of the work or fight 
order, can the board annul such reclassifi.ca.t:"Lc~ .' 

The Board would like to issue a circular to t!ia banks out­
lining procedure to be follOIIVed in cases where local b~Jards have 
reolassified employees under the work or fight orde;.· in violation 
of your ruling of July 5, and also as to the procedure to be followed 
in Obtaining a deferred classification for essential officers or 
employees when those who are required to register on September 12 are 
classified. It is understood, of course, that none of such registrants 
will be given a deferred clasaification because of their employment, 
even though banking is classified as an essential occupation, unless 
the officer or employee is one whose services cannot be dispensed 
with without serious detriment to the work of the bank. 
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If your office has prepared any forms to be used in this 
connection or any specific regulations as to thG rrethod of 
procedure to be follqned1 the Board will greatly appreciate 
it if you will have it furnished with copies. It desires to 
cooperate with your office in every way in facilitating the 
prop•r classification of the employees of the Federal Reserve 
Board and the officers and employees of the seve:;.·aJ banks. 
To this end the Board will be g13.d to receive any and all 
instructions you tray d.esire to have tnns:nitteC: tc the 'b::l.nks 
cr to have published in its monthly bulletir .• it v•ill also 
be glad to have its connoel confer with a representative of 
your office if agreeable to you1 in order that the Board may 
obtain the inforrration neces~4Y tc enable it to deal with 
questions arising under your regulaticns. 

Respectfully, 

Governor. 

X-1218 :16.6 

• 
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CLASSIFICATION OF REGISTRANTS UNDER THE ACT OF 
MAY 18.1917 .. 

AS ORIGINALLY ENACTED: 

X-1218 b 

Under the Act of M~·Y 18:)l~J.7.• ent:itled "An 
Act to Authorize the President to Increase terr.por.::.rily the 
Military Establishment of the United :=:tates "., registxants 
n:ay be given a defe:::-red classiEcatio::J. by reason of their 
employment when r engaged in indu.stdes1 ::.ncluding ag.d.cul ture, 
found to be necess.;J.r-y to the rr.air.tenance of the military es­
tablishlr.ent .• or the e:fe ~tive operations of the military forces.; 
or the maintenance of r.at :i.onal :interests during the emergency." 

The, Dist-rict Board has exclusi·.re jurisdiction 
over cases of this sort and local lJOards are not authorized to 
give a registrant a deferred classifi.c2,ti0:1 on the ground of hia 
employment • It is understood that the Jistrict Boards have ruled 
that banking is not an industry withil"~. the rreaning of this statute)' 
and that bank clerks cannot.,.therefore.J be given a deferred classi­
fication by reason of thair employment .. 

AS AMENDED BY THE ACT OF AUGUST 31,1918: 

The Act of August 31 1 19181 amends the Act of 
May 18.,1917" in several particulars. The provision quoted above is 
auended so that registrants rr~y now be given a deferred classification 
when 11(ingaged in industries_._Q_r~~tiCJ!l§_ .. Q..''=' 611l]loymen"tJL, including 
agricultural,found to be necessa17 to the rr.aintenance of the military 
establishment, etc." 

In response to an inq'tli:-y S'.tbmittsd by the 
Federal t\eserve Board_. the Provost }l.arsre.1 General., under date of 
September 16,1918, has ruled as follows~ 

"Under this amendwent district boards may 
properly consider cla~s for d~ferred cla3sification of 
those engaged in banking, and as with industrial claims,~ 
so with occupational claims, each case must be considered 
by the district board on its merits .. It must be shown both 
.tha~:tho enterprise in which the registrant is engaged is 
necessary, and that he is necessary to the enterprise." 

RECLASSIFICATION OF REGISTRANTS BETWEEN THE AGES OF 21 AND 31 EN::; 
GAGED IN ESSENTIAL EMPLOYMENT: 

It is understood that a number of bank employees 
whose claina for deferred classification were based on the ground 
of their employment, have not yet been called to the military service. 
The question, therefore., arises whether in view of the amendment above 
quoted, these employees may now be given a deferred classification · 
if it can be demonstrated that they are necessary to the successful 
operation of the banks employing them. 
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The Provost Yarshal General has been asked for a ruling on this 
question. If he rules that such cases may be reopened by the District 
boards, a copy of his ruling will be furnished upon request for pre- . 
sentation to the District boards,and in such cases, banks should apply 
for a reclassification of those employees who are necessary to the 
operations of the bank. Each case willJ of C')Urse.., have to be considered 
on its merits. 

WITHDRAWAL OF DEFERRED CtASSIFICATIOJLUNDER THE WORY~ O::t F!GHT ORDER; 

It appears that in some instan~es registran·i;s bet-viE''3n the ages of 
21 and 31 have been given a deferred clasJificaticn on grounds other 
than their employment and have subsequently been r~r.lassified under 
what is usually referred to as the nwork or Fight Orde:-r.. This order., 
which was pron:ulgated on May 23,1918, provides in part that: 

"Whenever .. after July 1,1Sl8., any registrant in Class 
1, 11, 111, or lV, wherever he nay be located, is reported to 
or observed by any loca~ board*** to be an idler~ or to be 
engaged in any occupation or employrrent defined and described 
in these Regulations or any amendments thereof as a nonproductive 
occupation or employment, such iocal Board shall, by notice as 
hereinafter prescribed, notify h~ and set a day and hour when 
the registrant rray appear and present such evidence, by affidavit 
or otherwise., bearing upon the reasons for his status.,as he may 
care to submit.ft 

. In answer to inquiry submitted by the Fe<!eral Reserve Board,the 
t>tovost N.arshal General on July 5,19l81 ruled that bank clerks were not 
subject to reclassification under this order) and under date of Septe~ber 
16.,19181 ruled that · 

11It is not within the province of a local or district 
board to withdraw deferred classification or order number on the ground 
that the registrant is engaged in a nonprodur.tive occt~pation in any case 
which bas been excepted from the operation of. the Regulatio~s a~thorizing 
such withdrawal." 

· In any case in which a bank employee has been reclassified under 
the "Work or Fight Otd.er}' the officers of the bank should call the 
ttlatter to the attention of the Adjutant General of the State for correction. 

CLAIM FOR DEFERRED CLASSIFICATION OF BANK CLEfiKS \~0 REG!STERED ON 
SEJ:TEMBEE }.2: . . 

~~~ile the Provost Marshal General has ruled that under the Selective 
Draft Act as arrended, bank clerks may be given a deferred classification 
by reason of their employment, he has repeatedly called attention to the 
fact that each individual case must be considered on its merits and 
that no employees will be entitled as a class to autouatically receive 
a deferred classificatiqn. Officers of banks desiring to file cla~ for 
deferred classification of nec~ssary employees., should therefore procure 
a copy of extract from Revised Selective Service Regulations, which sets 
forth very clearly the procedure to be followed and character of proof 
required in each case~-

--= c..g . .... tLL\ 
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As each case rwst be considered on its own rr.erits, it is 
suggested that banks seeking to obtain deferred classification for 
necessary employees should proceed as follows: 

Xl218 b 

First,- Prepare and submit to the Distr~ct Board evidence 
showing the nature and extent of the bank•s ,.,perat:i.ons and ~ha!'a.cter 

-" of service rendered to the Government, togethar w:t.th a?ly inf:).r'.!r,:l.tion 
that nay be necessary to sa·Usfy the Board that ~he bank itself :i.e 
11a necessary occupation 11 1 within the meaning of the l!c·t of 1/ay 18,19171 

as amended by the Act of .August. 311 191.8. 
Second.t- .A list of those employees no~e3sa-.:-y tv the bank 

should be carefully pr.epared and arrJ!1S?;orr:e:.1ts shovl.i ba made with such 
employees to submit theil' quest:i.onn:lJ.ie::J t~J a ~omr:H+ee s.ppoJl'lted by 
the bank before they are filed. 

Proper notati0r. should be r.a.de by the b:l.nk or. the questionnaite 
of claim for deferred classHication,. using $3ri0s n~ entitled, 
"Industrial Occupation n .. 

The Provost Warshal General has called attention to the fact 
that it was necessary to print the questionnaires before Congrees amended 
the law so that the necessary changes could not be rrade therein. While1 

therefore, banking has been held not to be an industry, claim for 
deferred classification is made under this general head. 

'· It is further suggested that such questionnaires should be 

\ 

acoo~anied by an affidavit of an officer of the bank containi~g the 
following infomation as to the statu!! · of each employee for whom a 
deferred classification is claimed. ~ 

(a) Character of service rendered.: 
(b) Length of time the employee has been in the service of 

the bank; 
(c) The capacity1 training and experience of employee, and 

the extent ~nd value of his services; 
{d) The effect on the oper~tions of the bs.nk tr.at might be 

expected to result from·the loss of his servicGs; 
(e) Difficulty that would be exper.Jencea. il'. f:i.lling the place 

of employee; 
(f) That officers of the bank have no reason to believe or 

to suspect that the employee obtained service with the bank for 
the priuary purpose of evading military service. 

In cases where district boards decline to give a necessary 
employee deferred classification, the vote of the Board should be as­
certained and if one or more members voted in favor of deferred class­
ification, the case may be appealed to the President. Such appeal must 
be accompanied by the written and signed recormendation of one member 
of the local board and either the Govornment Appeal Agent or Adjutant 
General of the State. 
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~ dOPY OF PHOTOSTAT ) 
X-1218 (c) 

WAR DEPArtTl'vlENT 

Office of the Provost W~rshal General 

WASHINGTON 

Honorable W~lliam P"G. Hardi.ag, 
Gover:.aor 1 F3de.~.~al ResAr\1''3 :aoard~ 

We.shing-+:on . .IJ .. C. 

Dear Sir:-

I am in receipt of your letter of September 11.~ in which you 
ask for specific rulings in regard to the reoent amendments to the Se­
lective Service Regulatioyw which prescribe certain occupations as non­
p reductive • 

First: Employees of the Federal Reserve Board are not included 
within the operation of the RegW.ations vvhich provide for the withdrawal 
of deferred classification and order number of registrants found to be 
idlers or engaged in nonproductive occupations or employments, unlas3 they 
are engaged in certairt occupations enumerated in paragraphs (a) and (b) of 
Section 121-K, Selective Set"Vice Regulations, a. copy of which is herewith 
enclosed. 

Second: It is not within the province of a Local or District Board 
to withdraw deferred classification or order number on the ground that the 
registrant is engaged in a nonproductive occupation in any case which has 
been excepted from the operation of the Regulations authorizing such withw 
drawal. 

Third: The findinga of a Local and District Board are conclusive, 
unles3 there is at least one negative vote in the District Board and the 
appeal is accompanied by the written and signed recommendation of one mem­
ber of the Local Board and either the Government Appeal Agent or the 
Adjutant General of the State~ in which case it may be rt;~viewed by the 
President, as provided in Section 121-J. 

Fourth: If a Local or District Board reclassifies a registrant on 
the ground that he is engaged in a nonproductive occupation or employment 
and the person, as a matter of fact, is not engaged in such nonproductive 
employnant, the rratter should be called to the attention of the Adjutant 
General of the State for correction, or if as outlined above there is a 
negative vote in the District Board, etc. 1 it may be appealed to the 
President. 

Fifth: A mes3enger should not have his deferred clasGification 
and order number withdrawn as he is not within the provisions of Section 
121-K of the Selective Service Regulations. 

• 
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41 t With reference to occupational claims for deferred classification 17i 
for employees of the Federai Reserve Board, I am sending you herewith 
two copies of the Questionnaire, the key 1:.st of occupa.ti.ons, an ex-
planatory memorandurr. to be inserted in each Questionnaire ar.d an extract 
from the revised Selective Se>:vice Regulations; which states the amended 
rules with respect to classification on occupational grr,und.s. 

As you are aware,, Congress has amended the Selective Service Act, 
so that District Boe..r0.s r:rN-r have jurisdiction to co11sider and grant 
claims for deferred c:La.s~-dficat:io:1 en the. ground of Emgagement in necess­
ary industries., o~cupF.l.t:ions or e:'llp1 :JyrDen'ts, incluciing agrir!ul ture. 
Under this a.mendn:.ent District Bcarus rray prcpe:.:ly c:onsider claims for 
deferred classification by those engaged in banking,, <.mel as with indus­
trial claims. so with occupational claimsjl each •Ja.se rr:·1st be considered 
by the District Bna:::·d on its n:'3r:Us., lt rrlllst ·oe shown both that the 
enterprise in whicn the reg:Lstran ~ is engaged is ne.::essary, and that he 
is necessary to the ente.cy-r:tse. As state,;: in the ex11.::1.n.:d::rn'Y me:norand·~ml 
enclosed herewi th 1 all such claims shou1.cl be rrade on the Questionnaire1 

using Series Xl entitled nrndustr:i.al Oceup3.+,1~mn, It was necessary to 
print the Q.le3tionnaire 'before Congress ,,~noncl.e,l the Law, so thc.,t the 
necessary changes could not be rrade the:tein •. 

This office is not fully infor:r.ect as to the datus of employees of 
the Federal Reserve Boarc1 1 but if trJey are legally er.lployoes vf the 
United States, it is suggested that claims for their d.eierment might be 
made under the provisj_ons for the deferred classifiGation of necessary 
federal err;ployees,. for which provision is made in Series V11J._. Pa.r·c A,. of 
the Questionnaire and i:r1 Section 77 of the Selective Service Fegt~lations. 
A copy of this last mentioned Se.:tion is herewith G:'lc lozed 1 t,_.ge-';hf3::i with 
a copy of telegram :S...2'710 0f Av.g;.l.st 20 giv:i.ng fi.E·ttJ.cr ::ns~ru-:ti)ns with 
respect to the proof required in support of such clc.:i.rrH3., 

Attention is invited to the fact that clai1ls for necessary federal 
employees are within the jurisdiction of the Local BcaJ:"dsJ whe rea.s, the 
District Boards have exclusi.ve original jurisdiction of occupational 
claims .. 

JF-lwr .. 
Encls. - Two Questionnaires 

Two Key Lists 
Two Memo 
~VO Ext~acts s.s.R. 
Sec. 121-K s.s.R. 
Tel. B-2710 
Sec. 71 s.s.R. 

E .. H ... CROWDER. 
Provost 1tarshal General. 

By 
JOSEPH FAIRBANKS. 

Lieut. Colonel, Judge Advocate. 
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EX-OFPICIO MEMB&:RS 

CARTER GL~SS 
SECRETARY Of THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMP'TRO\.LII 0, THE: CURRINCY FEDERAL RESERVE BOARD 

WASHINGTON 

W. P. G. HARDING. GoVIRNOR 1 ~2 
ALBERT STRAUSS. VICE Gov!- ~ 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

J. A.. BRODERICK, SICRITAAY 
L. C. ADELSON, ASSIIiTANT SI:CR.ITARY 
W. T. CHAPMAN. ASSISTANT SICRITARl" 
W. M. IMLAY, FISCAl AQENT 

ADDftEII JUI:P'LY TO 

FEDERAL RESERVE BOAftD 

X-·1221 

SUBJEC'r: PAMPHLET ON UNIFORM BALANCE 
SEEE'I 8TA'TE~$N1'S .. 

Dear Sir:·-

Referring to your request for a copy of the 

Federal Reserve Board 1 s pamphlet reprinted from the 

Federal Reserve Bulletin of April, 1917, I beg to 

advise that we have now received from the press the 

fourth edition of this pamphlet •. The title ha.s been 

changed sonewhat1 it now being called 11Approved 

N'ethods for the Preparation of Balance Sheet Staterr.ents. 11 

There is 1 ho'Never 1 no change in the reading ffi9..tte:t.·. 

The price of this pamphlet is 10¢ per copy} 

and we shall be pleased to entertain your order. 

Yours very truly, 

FEDERAL RESERVE BOARD. 

By W.,To CHAPY.l!AN. 

ASSI~TANT SECRETARY. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



EX-OFFICIO MEMBERS 

WILLIAM G. MCADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER Of THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

September 21#1918. 
X·-1222 

W. P. G. HARDING. GOVERNOR 

---- VICE GoVjR~llB 
ADOLPH c. MILLER -'Q r-} ry 
CHARLES S. HAMLIN ..lJ... ~ 0:.) 

J. A. BRODERICK, SECRETARY 
l. C. ADELSON, ASSISTANT SECRETA~Y 
W. T. CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY. FISCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

SUBJECT: PAMPHr.ET ON tJNIFCRM BALANCE SHEET STA~EMENTS. 

Dear Sir: 

In April~l917~ there was published in tbe Federal 

Reserve Bulletin a "Tentative ?roposal on U:aiforro &lance Sheets" 

under the caption ~Uniform Accounting;' n The c!ernand for this 

Bulletin was so great that it, We s rlecide'i to p'..lblish the 

inforrration in pa:nphlet form.. A fourth edition of this pamphlet 

has now been published under the caption ".Approveil Methods for 

the Preparation of Balance Sheet Statements; 11 the:re has been 

no change,hawever# in the reading Latter. 

On account of the increased cost of labor and material,. 

we have been obliged to increase the price of this pamphlet to 

10¢ per copy. 

The foregoing information is given you in case you 

have in'luiries for copies of this pamphleto 

Yours very truly~ 

Assistant Secretary. 
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EX-OFFICIO MEMBERS 

WILLIAM G. McADOO 
SECRETARY OF THE TREASURY 

CHAIRMAN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

September 251 1918~ 

W. P. G. HARDING, GOVERNOR 
----. VICE GoVERNOR 
ADOLPH C. MILLER 
CHARLES S. HAMLIN 

J. A. BRODERICK, SECRETAR1_ 7 4 
L. C. ADELSON, ASSISTANT SECRETAifY 
W. T, CHAPMAN, ASSISTANT SECRETARY 
W. M. IMLAY, FISCAL AGENT 

ADDRESS RIEPLY TO 

FEDERAL RESERVE BOARD 

SUBJECT: CLASSIFICATION AND RECLASSIFICATION OF REGISTRANTS 
UNDER THE SELECTIVE DRAFT LAW. 

Dear Sir: 

In further reference to Circular Letter of September 23~1918, 

on the above subject, there is enclosed herewith photostat copy of 

ruling of the Provost Ml.rshal General to the effect that the Act of 

Msyl8.,19l7, as amended by the Act of August 31,19181 applies without 

distinction to the registrants of all registrations and that the 

District Board having jurisdiction over a registrant may up to the 

time of induction by the Local Board, reopen the case previously 

dete~ned and gr.ant a deferred classification where the case an its 

merits entitles the registrant to such classification. 

In cases where employees between the ages o~ 21 and 31 are 

necessary to the successful operation of the bank, but have been placed 

in Class i, the District Board Should be asked to reconsider their 

cases under authority of tne Nl.ing of the Provost Marshal General and 

~o give them a deferred classification on tne grounds of their am-

ployment. 

In all such cases it will be necessary to submit the same 

character of proof that is required in the case of an original 

classification. 
Respectfully, 

The Chainran 1 

Federal Reserve Bank~ Secretary. 

Inclosure. 
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OFFICE o~· THE PROVOST 1\f.ARSHAL GENEF..!I.J, 

Honorable W. P. G. Hard5.ng.­
Governor, Federal Reserve Flo<-i:"d, 
'ashington., D. C. 

Sir: 

Suptembor 21_. 1918. 

This office i3 in re,!Bipt of your lettex- under date of Septem1er 
20th, rr.aking inquiry whethAr +he Act of August 31, 1918, au:ending the 
Act of Way 181 1917, will apply to bank employees between the age of 
twenty-one and thirty-one who have heretofore been placed in Class I, 
who (a) have not been called to the militaty service, the finding of 
the Local Board having been appealed from and the appeal being pending 
before the District Board, or (b) whose appeal has been confirmed by 
the District Board but who has not been called. 

With respect to the foregoing you are advised that the Act as 
amended applies without distinction to the registrants of all regis­
trations, and that the District Board having jurisdiction over a 
registrant may, up to the time of actual induction by the Local Board, 
reopen a case previously determined, and grant deferred classification 
upon a finding that the registrant is actually and completely engaged 
in ~ industry, occupation, or employment, including agriculture, that 
is necessary to the maintenance of the Military Establishment~ or the 
effective operation of the military forcesl or the ~aintenance of the 
national interest during the omergency, and that sucl1 ragi$trant occupies 
3Uch a necesJa.ry status vvith respect thereto that he cannot be replaced 
without direct substantial material loss and detriment to tho adequate 
and effective operation of the same. 

E.H. CRO~iDER, 
Provost Marshal General. 

By Roscoe S. Conkling, 
Lieut. Colonel, J.A., 

Chief, Classification Division. 
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EX-OFFICIO MEMBERS W. P. G. HARDING, GOVERNOR 
----, VICE GOVERNOR 
ADOLPH C. MILLER WILLIAM G. M~ 

SECRETARY OF THE TREASURY 
CHAIRMAN 

CHARLES S. HAMLIN 

JOHN SKELTON WILLIAMS 
COMPTROLLER OF THE CURRENCY FEDERAL RESERVE BOARD 

WASHINGTON 

October 2,1918 .. 

J. A. BRODERICK. SECRETAJUf~ l""j ~ 
L. c:- ADELSON, ASSISTANT S .. ~ETcfll~j 
W. T. CHAPMAN. ASSISTANT SECRETARY 
W. M. IMLAY, fiSCAL AGENT 

ADDRESS REPLY TO 

FEDERAL RESERVE BOARD 

X-1237 

SUBJECT: PAYMENT BY FEDERAL RESERVE BANKS OF EXPENSE 
INCIDENT TO TRANSFERS OF CURRENCY TO .AND 
FROM FEDERAL RESERVE B.ANKS. 

Dear Sir: 

Confirming telegram of even date, I beg to advise 
that the Board has authorized the inauguration at the earliest 
possible date of the plan outlined in its circular letter 
X-1216, under date· of September 20th, with modifications as 
hereinafter indicated: 

MEMBER BANKS: 

(*) 
(a) Payment of all,postage, expressage, 
insurance, etc., incident to shipments 
of currency to and from ttember banks. 

(b) Payment of charges on all telegr~s 
received from or sent to member banks in 
connection with currency, exchange transfers, 
and deposit transactions. 

NONMEMBER BANKS lv!J\IN'l'AIN!NG CLEARING ACCOUNTS WITH FEDERAL 
RESERVE BANKS: 

(a) Payment cff postage, insurance and ex­
pressage in connection with shiprr~nts of 
currency in settlement of clearing balances. 

NONMEMBER BANKS ON PAR LIST: 

(a) All postage in connection with remittances 
made to cover collections ( to be provided 
for by enclosing return stamped envelope). 

(b) All expenses incident to shipments of 
currency to Federal Reserve banks in pay­
ment of items sent for collection. 

(•) Currency does not include 
silver or subsidiary coin. 
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You will notice that paragraph (a) under 'MEMBER BANKS' :177 
has been revised so as to omit1 for the present at least 1 the pay-
ment of postage 1 expressage 1 insurance, etc. incident to shipments 
to and from member banks of 'collateral notes and bills for redis-
count1 and securities deposited as collateral to rrBmber bank prorr.is-
sory notes and notes rediscounted 1 • Paragraph (b) has been revised 
so as to omit the payment of charges m1 all telegrams in connection 
with 'loans'. 

It is believed tnat payment by the reserve banks of these 
expenses will have the effect of more nearly equalizing the advantages 
offered member banks 1 and will also be helpful in our campaign for 
State member banks. The Board, of course 1 in adopting this plan, 
reserves the right to modify or rescind it at any tin~ upon reason­
able notice, should it be deemed advisable. 

You were also advised in the telegram above referred to 
that the Federal Reserve Board appreciates the excellent results 
already attained by the Federal reserve banks in gathering gold 
from the banks in their respective districts and strongly urges 
that efforts be continued to the end that all available gold be 
mobilized in the Federal reserve banks. The Board authorizes you 
to absorb the abrasion and to pay all expenses incident to the 
shipu~nt of gold to your bank and shipment of Federal reserve notes 
in exchange therefor. 

Kindly acknowledge receipt of this letter and oblige? 

Very truly yours 1 

Secretary. 

The Governor 1 

Federal Reserve Bank 1 
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X-1045. 

S T A T E M E N T F 0 R T H E P R E S S. 

The Federal Reserve Board has received a letter fr::nn 

Yajor-Gcnoral E. H, Crowder1 Provost Ma~~hal Gonoral~ stating that 

11 bank clerks are excepted from the operation of the regulations 

which provide for thG withdrawal of deferrod classiil.c;;o.tinn and 

ardor number of registrants found to be idlers or engaged in non­

productive occupations or employments" .. 

178 
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PRESS STATEMENT 

The .Federal Reserve :soari otaclaJf d"'c:S.ded to uncieTtake the collec­

i;iC>n <>t .&.,._.., .. qtics designed t~ furnish an aecuroi:e aJlCl 't-rW'~wort.hy i.nde.x -of 

the volume of bank1~ business at the various clearing house points thro~ 

out the country. It transmitted to each Federal Reserve bank a letter re-

questing that the manager of each clearing house in the district be asked 

ta obtain from each of the members of such clearing house figures showing, 

for each week, the total of checks drawn oh and paid by each reporting bank; 

separating those drawn by individuals; firms, corporations and the United 

States Government under one head and those drawn by other banks and bankers 

under a second head. 

It is intended to have these figures telegraphed each week to the 

Chairmen of the Board of Directors of each Federal Reserve Bank of each 

di~trict, who will then transmit the combined returns to the Federal Reserve 

Board. In this way reports showing the actual volume of business at clearing 

house points will be obtained. Present clearing house returns show only 

the total of checks which actually pass through the. clearing house and thus 

fall to take account of the large volume of checks which are settled throug~. 

the individual member banks. They also lack uniformity in that outside 

items are included in some eases. 

August l, 1918. 
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RELEASE FOR MORNING PAPERS 

OF AUGUST 11th. 

Washington, May 27, 1918. :180 

On August ninth my four year term of office as a member of 
the Federal Reserve Board will expire. I do not know whether 
or not, under the constant burden of grave and pressing deci­
sions, you have reached the point wnere you wish to deal with 
the question of naming my successor, or whether or not you con­
template to have me continue in this work. Nor would I presume 
to broach this question were it not that I felt that, in conse­
quence of recent occurrences, it has become one of policy rather 
than of personalities. 

Certain persons have started an agitation to the effect 
that a naturalized citizen of German birth, having near rela­
tives prominent in German public life, should not be permitted 
to hold a position of great trust in the service of the United 
States. (I have two brothers in Germany who are bankers. They 
naturally now serve their country. to ti.1e utmost of their abil-
ity, as I serve mine). . 

I believe that the number of men who urge this point of 
view is small at this time. They,probably have not a proper 
appreciation of the sanctity of the oath of allegiance or of the 
oath of office. As for myself, I did not take them lightly. I 
waited ten years before determining upon my action, and I did 
not swear that "I absolutely and entirely renounce and abjure 
all allegiance and fidelity to any foreign potentate, and par­
ticularly to Wilhelm II, Emperor of Germany", etc. until I was 
quite certain that I was willing and·anxious to cast my lot un­
qualifiedly and without reserve with the country of my adoption 
and to defend its aims and its ideals. 

These are sad times. For all of us they bring sad duties, 
doubly hard indead for men of my extraction. But, though, as 
in the Civil War, brother must fight brother, each must follow 
the straight path of duty, and in this spirit I have endeavored 
to serve during the four years that it has been my-privilege 
to be a member of the Federal Reserve Board. 

I have no doubt that all fair-minded and reasmnable men 
would consider it nothing short of a national disgrace if this 
country, of all countries, should condone or endorse the atti­
tude of those who would permit the American of German birth to 
giye his all, but would not trust him as unreservedly and a~ 
wholeheartedly ·:.as he, for his part, serves the country of h~s 
adoption. Unfortunately, however, in times of war, we may not 
always count upon fair reasoning. It is only too natural that, 
as our casualty lists grow, bitterness and undiscriminating 

;1 suspicion will assert themselves in the hearts of increasing 
numbers - even though these lists will continue to show their 
full' proportion of German names. 

Much to my regret, Mr. President, it has become increas-
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ingly evident that should you choose to renominate ~e this might 
precipitate a harmful fight which, in the interest of the coun­
try,.. I wish to do anyt~ing in my power to avoid and which, even 
though resulting in my confirmation, would be likely to leave 
an element of irritation in the minds of many whose anxieties 

·and sufferings may justify their intense feelings. On the other 
hand, if for reasons of your own, you should decide not to re­
nominate ne it is likely to be construed by many as an accept­
ance by you of a point of view which I am certain you would not 
wish to sanction. In these circumstances, I deem it my duty 
to state to you myself that it is my firm belief that the inter­
est of the country will best be served if my name be not con­
sidered by you in this connection. 

I am frank to admit that I have reached this conclusion 
with the deepest regret both on account of its cause artd its 
effect. I have considered it the greatest privilege to serve 
my country at this time, and I do not abandon lightly a work, 
half done, in which I am deeply and genuinely interested. But 
my continuation in office under present conditions might make 
the Board a target of constant attack by unscrupulous or un­
reasoning people, and my concern to save any embarrassment to 
you and to the Board in the accomplishment of its work would 
make it difficult for me to conserve that independence of mind 
and freedom of action without which nobody can do justice to 
himself or his office. 

In writing you this letter, I have been prompted solely oy 
my sincere conviction that the.national welfare must be our only 
concern. Whatever you may decide to be best for the country 
will determine my future course. We are at war; and I remain 
at your orders. 

May your patience· and courage be rewarded and may it be 
given to you to lead our country to victory and peace! 

Respectfully and faithfully yours, 

The President, 
The White House, 

Washington. 

Signed •.•.... PAUL M. WARBURG. 
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9 August, 1918. 

My dear Mr. Warburg: 

I hope that my delay in replying to your letter concerning 
your retirement from the Federal Reserve Board has not given 
you an impression of indifference on my part or any lack of 
appreciation of the fine personal and patriotic feeling which 
made that letter one of the most admirable and gratifying I 
have received during these troubled times. I have delayed 
only because I was hoping that the Secretary of the Treasury 
would be here to join me in expressing the confidence we both 
feel, alike in your great ability and in your unselfish devo­
tion to the public interest. 

Your retirement from the Board is a serious loss to the 
public service. I consent to it only becaust~ I read between 
the linesoof your generous letter that you will yourself feel 
more at ease if you are left free to serve in other ways. 

I know that your colleagues on the Board have not only 
enjoyed their association with you, but have also felt that 
your counsel has been indispensable in these first formative 
years of the new system which has served at the most critical 
period of the nation's financial history to steady and assure 
every financial process, and that their regret is as great ~s 
my own that it is in your judgment best now for you to turn 
to other methods of service. You carry with you in your re­
tirement from this work to which you have added distinction, 
my dear Mr. Warburg, my sincere friendship, admiration, and 
confidence, and I need not add, my cordial good wishes. 

Cordially and sincerely yours, 

Signed .... WOODROW WILSON 

Hon. Paul M. \'larburg, 

Federal Reserve Board. 
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STAT~NT FOR THE PRESS 

Belease for the morning 
papers of August 14~ 1918. 

Effective September 1~ 1918~ Mr. J .. A •. Broderick has been 

appoint~d Socretary of the Federal Reserve Board to succeed Dr. 

H. Parker Willis_, resigped to accept the Chait of Banking at 

Columbia University 1 New York. Mr. Broderick has been acting 

.as Secretary of the Bo~rd since August 6. 

Upon the organization of the Board in 1914, Mr. Sroderick 

became Chief Exattiner and has been· in charge of all ex.;l.minations 

of Federal Reserve Banks since that time. Prior to joining 

the Federal Reserve orsanization~ Mr. Broderick was connected 

With the Banking Departn:ent of the State of New York where he 

rendered.conspieuous service in introducing a system of foreign 

exchange department examinations• In this connection_, in 1912 be 

X-1126 

went to Europe and was the first American official to examine banking 

branches abroad. During the same year_, he organized the Credit 

Bureau of the State Banking Departmmt. He is a rrember of the 

New York Credit Men's Association and r~s beenoactive in the affairs 

of the National Association of Supervisors of State Banks., of which 

organization he is an honorary lr6mber. He has also been prominent 

in the educational activities of the American Institute of Banking. 

1_83 
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For irrrr~diate release 
August 151 1918. 

S T A T E M E NiT F 0 R T H E P R E S S 

X-1129. 

The President has redesignated Honorable W. P. G. Harding 

as Governor of the Federal Reserve Board for a period of one year1 

or until other.iiise ordered. 

This appointment is made in pursuance of the custom hereto-

fore prevailing of naming each year a member to serve as executive 

officer of the Board. Mr. Ihrding was first appointed Governor on 

August 10i 19161 and now enters upon his third successive term in 

the office. 
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EX·OI'FICIO Mt:M8KR8 

WILLIAM G. McADOO 
SICRITARY OF THE TRIAIURY 

CHAIRMAN 

JOHN SKELTON WII.LIAMS 
COMPTROLLER OF 1HI CURRENCY 

Dear Sir: 

FEDERAL RESERVE BOARD 

WASHINGTON 

• I 

August 15, 1916. 

For your information I am inclosing copy of a 

W. P. G. HARDING, GOVERNOR 
PAUL M. WARBU RG. VIC I GOVERNOR 
FRIDERJC A. DELANO 

. ADOLPH C. MILLER 
CHARLES s. HAMLIN 

H. PARKER WILLIS, SECRETARY 
SHERMAN p, ALLEN, ASST. SECRETARY 

AND FISCAL AGENT 

ADDRB8S REPLY TO :185 
FEDERAL RESERVE BOARD 

X-113Ci 

staterr.ent given to the press today by the Treasury Depart­

n:ant_, which relatl3s to an agreenent between the Federal 

Reserve Board and the Treasury Dapartn:ent, and outlines 

the future policy of the Board With respect to silver 

exportations. 

Very truly yours.., 

Assistant Secretary. 

The Governor.., 
Federal Reserve Bank, 

Inclosure. 
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PRESS STATEMENT BY THE TREASURY DEPARTMENT 
.AUGUST 15* 1918. 

Under the authority of the Act of Congress approved 

X-1130a 

April 23, 1918, silver-has been sold by the Secretary of the Treasury 

at a price which will penQit the Treasury from n~ purchases of a cor­

responding amount of silver at the price of $1.00 per fine ounce to recoin 

the silver purchased into silver dollars without loss. In order to pro-

vide for· the various items of expense involved it was found necessary 

to fix the price for which silver was sold at $1.01}- per fine ounce and 

it was rr.ade a condi.tion of sale that the purchaser shoUld not pay a higher 

price for silver in other narkets than in those of the United States. 

Up to· the present t~e the Federal Reserve Board has freely 

gr.anted licenses for the export of silver. In order, however* to conserve 

the use of silver, export licenses for silver will hereafter be granted 

only for civil or military purposes of importance in connection with the 

prosecution of the war and only in cases where the exporter certifies 

that the silver to be exported has been purchased at a price which does 

not directly or indirectly exceed $1.01}- per ounce one thousand fine, at 

186 

the point where silver is refined in the case of silver refined in the 

United States or a.t the point of importation in the case of imported silver. 

Applications for licenses to export silver should also state from 

whom the silver was purchased, the point a.t which silver was delivere•'-

to purchaser, for whose account a.nd by whose order and for wha.t purpose 

the silver is to be exported. 
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Release for afternoon 
papers of August 16. 1916. 

STAT~ I FOR THcl PBBSS 

X-1131. 

The Foder'll RGserve Bo'"trd h'ls ruled th<1.t it does· not 

a~:)prove for gener~l use forn of trade a.ccept."Jllce which contains 

condition tha.t any discount will be. allowed if pe..yr.1ent is nade 

before :!l.<:~.turity. 

Ef'foctive J .. ugust 16, 11r. John .b.. Will, auditor of the 

Federal Reserve Banlt of St. Louis, :'llld I.Ir. w. w. Paddock. ex,':lliliner 

of the Federal Reserve Bank of .:Phil'l.delphia, h.-'l.ve been appointed 

Federal Reserve ~~~iners. 

1_87 
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X-1141 . 

~r irrmed~ato release. 

August_,?l. 1918.,. 

P R E S S S T A T E M E N T 

The Illinois Trus·t and Savings Bank and the Northern 

Trust Company, Chicago, have been admitted to nambership in the 

Federal Reserve System. These are two of the largest trust 

companies in Chicago; the Illinois Trust having total resources 

of $112,500,000. and the Northern $39,500..,000. Monthly record 

of State bank admissions has been broken already this month, 

Sl institutions having been admitted to the system1 37 of which 

are in the Chicago district. Totai number oi State institution 

members to date is 670, with resout<cas of about $6,600, ooo,ooo.l 

181 of which are in the Chicago Federal Reserve district. 
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. For hrmediate release September 18,1918. 

the Federal Reserve Advisory Council held its regular quarterly 

session en September 16 an.d 17, two 3oint sesaions being held·with 

the Federal Reserve Board. 

The members.of the Council ~;vere presen+, as follows: 

l&esllrs. \lYing (Boston).,· Morgan (New lark), Rue {PhUadelphi4), 

R<Me (Cleveland), Norwood (Riehmond), Lyerly,Atlanta.) 1 Forgan(Chicago), 5 

.watts (St.Louish Mitchell (Minn~polis), Swinney (Kansas (aty)., 

WilmOt (Dallas), and rieishl:"Acker ($an Francisco). 

the existing financial situation was fuliy discussed, and the 

Council expressed itself as being in entire accord with the discoun• · 

pOlicy at present pursued by the Board, feeling that satiafactory progress ' . . 

is be~g made in the curtailment of nonessential and less essential 

C1redits., and that proper regulation of the entire credit situation 

can be'accamplished Without further advances in discount rates. ..·.· 
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Release for morning papers 
·"- of September 6., 1918. 

Summary of addross by 
Hon. W. P. G. Harding., 
Governor, Federal Reserve Board., 
At Columbus~ Ohio, September 5th. 

X-1155A 

In an address to the Ohio Bankers Association at Columbus yesterday, 

Governor Harding of the Federal Reserve Board went quite fully into the 

question of inflation and curtailment of nonessential credits. 

Answering the charge of inflation laid by so:ne at the door of the 

Federal Reserve System., he ·said: 

"Since the arr.endrr.ents to the act the issue of· Federal reserve 

1_90 

notes outstanding has expanded greatly1 having risen from sorrething o~r 
$5001 000,000 on Juh~ 1, 1917., to slightly more than $2,.000,_ooo_.,ooo:.:.:»~.i;i.tlgt18··· . • 
23, 1918.. The fact that this growing volurr.e of our paper currency ~- .·.. : 
been accompanied by a continuous advance in wages and corrmodity pri"oo·s' 
has been frequently conzr.ented upon and has subjected the Federal reserve 
system to some urur.erited criticism. While the evils of constantly rising: 
prices and inflation are beyond question., and while it is undeniable that 
present prices might in ordinary circumstances be justly attributed to cur­
remcy inflation, we should., in considering the Federal reserve not:e as a 
factor in our present economic and financial situation, analyze the cir­
cumstances out of which our pres~t situation has resulted. 

The outbreak of the European war in August 1914, was followed 
imrr~diately by a convulsion in business and a financial crisis throughout 
the world. In this countryJ relief was afforded by the issue of about 
$375.,000,000 of err.ergency national bank notes, and foll~fling the establish­
ment of the Federal reserve banks on November 16, 1914 there was a rapid 
return to more normal conditiaps. The effect of purchases in this country 
by belligerent nations began to be felt early in 1915 and the volurre of 
these purchases increased rapidly during that and the succeeding year. As 
there was no coordination in the purchases of the respective governrr.ents, 
they were placed in the position of bidding against each other, and as their 
needs for large quantities of raw rraterials and rranufactured goods and muni­
tions was urgent, -- quick deliveries being desired above everything else -­
there w~s no restr.aint upon prices.~ Very large profits were obtained by 
sellers; labor naturally derranded and obtained a part of the profits in the 
shape of increased wages, and the large volume of gold which carne into the 
country to pay for goods purchased,. amounting to about $1,200,000,000 durin~ 
these two years, affected all prices and brought about a sympathetic advance 
in those articles which were not needed for shipment abroad as well as those 
·which '1were ·in derrand for war purposes. There is no doubt that we ffel t 
the ef!ect in 1915 and 1916 of an inflated currency~ but the inflat~on was 
a gold inflation~ and it becarrB necessary~ in order to avoid tbe greater evils 
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which would have resulted from a sudden ani unregulated outflow 
of gold, -- a gold contraction, -- to take steps to impound the 
gold in order that its use and outflow might be kept unde,r control." 

In adverting to the close relation of prices, circulating 

medium, deposits, ani loans and dis(l)unts of banks, the Governor 

quoted the three following tables: 

From the Official Bulletin of the u.s. 
Bureau of Labor Statistics) 

Index Number Januar,y 1914 -------------------- 100 
" JU~ 1914 -------------------- 99 
II 

March 1917 -------------------- 155 
Increase about 55;; 
July 1918 -------------------- 198 
Increase since March 1917, about 28% 

" 

( In thousands of dollars ) 

November 2, 
19l4 

Gold coin $665,800 
Gold certificates 913,300 
Standard silver dollars 70,300 
Silver certificates 482,800 
Subsidiary silver 162,500 
Treasur,r notes of 1890 2,400 
United States notes 234,900 
Federal reserve nottes -----­
Federal reserve bank notes -­
National bank notes 1,083,500 * 

$3,615,500 

·Total stock of gold 

February 1 11 

1917 

::~641,500 
1,281,900 

71,000 
461,500 
187,900 

2,000 
329,700 
258,400 

3~500 
~678,900 

August 1, 
1918 

:.?448~ 900 
49811000 
77~300 

353.100 
2.18,900 

1~800 
295,.000 

l,85~0 3tJO 
11,700 

689,700 
~;)4,449, 700 

in the United States 01,835,000,000 ~2t912,465,116 ~3,080,767,801 

* Including ~\360,000,000 " Aldrich-Vreeland currency .. " 

March 5,,1917 

June 29,1918 

TOTAL GROSS D,JPOSITS TOTl . .L LOJ:.HS AND DIS­
OF NATIONAL BANKS.. COUNTS ( INOLUDING 

OV ... aiDRAFrS ) Olt~ NA­
TIONAL B.ANKS .. 

12,958,172,000 

14,016.087,000 

. 8,. 720,250.000 

9,632,899,000 

191 
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Dwelling upon the large increase in Federal reserve notes outstandihg, 

the Governor stated that those erying inflation apparently overlook the 

character of the note and its cover and the fact that in increasing in vol~ 

utta; it has decreased the amount ¢utstanding of gold and ~ther forms of cur­

rency and pointed out that the figures above quoted showed that with an 

increase in Federal. reserve notes between February 1, 1917 and August 11 1918, 

of $1,596,900,000, the increase in circula.tina; rr.edium outstanding was but 

$533,363,000. 

Comrnentin~ upon the figures generally, the Governor said: 

"There is of course a direct relation between the deposits and 
loans of the banks, the normal condition bein; that they move up or down 
together. It should be rerr~mbered that the use of Federal reserve notes 
has never anticipated an increase in .:deposits of loans of the banks except . 
in so far as notes zr.a.y have been used in :l)xchange for r;old.. Increased 
loans of member banks, which create additional deposit liability, Jresult in 
.rediscounts at Federal reser1e banks and the issue of Federal reserve notes 
follows the rediscounting of eJ.igible paper. The Federal reserve note 1 there• 
fore, does not initiate expansion. It is rrarely an incidAnt of an expansion­
which has already taken place. It is true 1 how·Erver, that the rra.chinery which 
·m.s been provided for the issue of Federal reserve notGa and the knowled;e 
on the ;part of the n:ember banks that Federal reserve noi.rJs are available if 
needed has undoubtedly encouraged discountin~ at local banks- But the pro­
vision of the act as to eli;ibility of paper which rray be rediscounted by 
the Federal reserve banks are rigid, and have been strictly enforced by the 
Federal Reserve Board. Member banks have been repeatedly and consistently 
advised to keep themselves in liquid condition and to confina their loans as 
far as possible to short time commercial paper issued for essential purposes, 
in order to maintain themselves in position to cooperate with the Treasury 
in the unparalleled financial operations which war requirerrsnts have forced 
i~ to undertake. 

The Federal Reserve Board has had constantly in mind the dangers 
of inflation. ~hila it has devoted itself assiduously to building up the 
gold holdings of the Federal reserve banks it has, in per.mitting the issuance 
of Federal reserve notes, always insisted that they be used as sparin~ly as 
possible, with the double purpose of rr.a.intaining the strength of the banks· 
and of avoiding redundancy. While the Federal reserve note is a direct 
obligation of the Govermr.ent, the safegw.a.rds and limitations thrown around 
it by law give it many of the characteristics of a bank note. 

Federal reserve notes should not be confused with Federal reserve 
bank notes, of which there were in circulation on Au;ust 23rd, $16,864,000-. 
Thesse notes are direct obligations of the Federal reserve banks and are 
similar in their cb&racter to national bank notes. These notes are being 
is~ed in small denominations to take the place of silver certifi~tes which 
have been retired for the purpose of releasing s.ilver dollars to be rrelted 
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for export to foreign countries. The amount of silver which may 
be used in this way is limited to $35o.oootooo. The issue of 
these notes is thus limited to this amount and as they mere~ 
replace silver as withdrawn, they have no effect upon the volume 
of eirculation outstanding.'' 

Governor Harding dealt with the difficulties of controlling 

loans through the medium of discount rates, saying: 

11The Board does not believe that in the existing 
situation marked advances in rates would be advisable in view of 
the obvious necessity of avoiding any poHcy likely to disturb the 
financial operations of the Treasury. The needs of those industries 
and commercial enterprises which are directly contribu.tor,y to the 
conduct of the war must be su.ppli ed. at all ha.sards, and a drastic 
advance .in discount rates would not reduce the financial requirements 
of such concerns. but would merely impose an added cost upon the people." 

and went on to say that the Board: 

"llelieves that the exercise of discriminating judgmm t on 
the part of the banks throughout the country in making their loans 
will be more effective in co~~teracting any tendency toward credit 
expansion than an advance :in rates would be. The suggestion has been 
made by the Board that the Federal reserve banks organize local groups 
of leading bankers ani businees men, to discuss ways and means of 
bringing about the result desired." 

He was very emphatic, however, in cautioning against unscientific 

discrimination in the control of credits, saying: 

"lt is exceedingly difficult to lay down any fixed and 
definite ru.les to govern in distinguishing between essential and non­
essential credits. A loan might be desired for wbat appears at first 
glance to be a non-essential purpose, and yet failure to obtain the 

_credit might create a condition which might indirectly have a distinctly 
harmful effect upon the ability of productive enterprises in the 
c~mmunity to obtain credit. In the same way, in the larger centers. 
refusal by banks as a group to lend on standard securities would 
seriously impair the liqu.idi ty of' investments and would force liquidation 
which might disturb ver.y seriously the whole financial situation. It 
is tmportant to avoid sharp ani radical readjustments of credit and 
wherever possible lines of credit should be reduced without .undue 
hardship to the borrower or without causing a shock which would render 
the granting of necessary credits more difficult. 
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It would seem that those interests and enterprises 
obviously catering to extravagances and luxuries shcuJ.d be 
considered first .. Upcn jnvestigation it may develop that industries 
of this kind neecl not be closed dovvn, nor thejLr labor throvv.n 
out of employment,. but th'lt they can be g:~adu.::.lly diverted to 
essential li:n.es of p:eoduction and distribu.t ~.:n:: • .Existu:ug high 
prilfes are creating an addAd strai;l on the f:i.nancial resources 
of the country and are contribut1ng ennrmously to the cost of 
the war. It is p: obably impossHle to effect any reduction in 
the prices of necessary materials and commcdi ties or in the 
compensation of t;hmse engaged :i.n prociucing them, but there are 
two means, and the employment of both will be necessa:cy, of 
retarding a further advance. One is by curtailing cred:tts which 
are not necessary and by diverting such port~.on of these credits 
as may be needed into productive channels; and the other is to 
increase the production of the raw materials and manufactured 
articles which are needed in our military and 11aval operations 
and which are essential for the sustenance and necessary comfort 
of the people. 

In times like these, high prices and high wages do not 
always increase productionv We see too frequently a disposition 
to accept as ample the returns from limited production and from 
fewer working days to the week. We have now 1,5oo.ooo men on the 
shell scarred fields of France. and their deeds of valor have 
already thrilled the allied world. Soon this number will grow to 
3,000,000, then to 4,000,000, thus assuring com;Jlete and glorious 
victo:ey- and the perpetuation of that heritage of liberty for which 
our forefathers fouglit; and those millions of us who are unable 
to t:ike our places at the front, 'but who must remain behind to do 
that work which is :necessary td sustain the natJ.cn at home9 and to 
maintain our fighting heroes in France, should stra:Ln every nerve 
to fUrnish all that is necessary, in gold, credit, services and 
goods. The war must be won by force o:r arrr:s abroad~ SUJ.._)Olted 
by greater production, eco:nomy and thrift at homo. '1 
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FROM AN ADDRESS OF W. P,. G. HARDING • 
GOVERNOR OF THE FEDE...tL\1 RESERVE BOA.RD, 
BEFORE THE CONVENTION OF mE OHIO 
BANKERS ASSOCIATION AT COLUMBUS, OHIO, 
THURSDAY, SPE~ER 5, 1918. 

X-1155 

The caption or short title of the Federal Reserve Act defines 

it as .. An aet to prtvide for the establisb.ment sf Fed.era.l reserve 

banks.. to furnish an elastic currenoy, t~ aff~ rd. means r.f redia-

counti~ C$mm&rcial paper, to establish a m~re effective super-

visi~n ef banking in t}?.e United States, and for other :purpeses." 

It is eVident therefore, that two of the principal objects •f the 

act are 

{l) To tumish an elastic ou:r:rency, and 

(2} To afferd means of discounting a001mercial paper. 

Section 16 prevides that the elastic currency referred tt, 

namely, Federal reserve notes, may be "issued at the di scretitn r;f 
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the Federal flqsel've :&og,rd fo!' t~e p..:.rpos~ c:f making advances to 

Federal reserve banks * * * a.m. fo1• no othar purposes." 

That the relationship between the c1:rrenoy a.t."1ihorized and the re-

discounting of cornmerc'l.al pa.19r is a close one, is clear, for the 

reason that SeC!tion 16 a.s originl'llly enacted prnvicled that a.p.-

plications of the Federal P.eserve agent for Federal reserve notes 
. 

must l:e a.coo.nied with a tender of collateral in amount equal to 

the awn of Federal reserve netes applied t•or and that the collateral 

security thus offered shall be notes and bills accepted for re-

disoOQnt ~er the provisions of section 13, which section relates 

not to open market transactions, but entirely to eligible notes, 

bills and acceptances which may be discounted by a Fede::al reserve 

bank ~er ~cif!ed terms and conditions. In.addition to requir-

ing the pledge of 100% of discounted }:ap&r, Federal reserve banks 

were also obliged to mintain reserves in gold al'¥1 lawful money of 

not lass than 40 per centum against their Federal reserve notes in 

actual circulation and not offsbt by gold or lawful money deposited 

with the Federal Beserve agent. 

Unter a strictmcQnstruction of this section, it would have been 

difficult, if not impossible, for the Fo:...eral reserve banks to 

mobili..m in their own vaults the gold holdings of the country, since 

the extent to which Federal reserve notes could be is sued depended 

entirely upon the amount of commercial paper held under discCIWlt bf 
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these ba.llks, and in as muoh as they ar.e required to maintain a 40% 

gold reserve against Federal reseMe no tvs, they could not acquire 

gold in exchange for Federal reserve notes, unless the notes were 

first issued aSJ,inst an equal amou:nt of commercial paper. It was, 

therefore, necessary to resort to the expedient 0: first issuing 

notes against lOO% cormnercial paper and of subsequently pnmitting the 

Federal reserve banks to deposit gold in order. to reduce their 

liability against such notes and thereafter to issue additional 
'. 

' notes against commercial :pa.J;er which was released by this process. 

It was also difficult to mobilize the gold in the Federal 

reserve bank, because of the fact that section 19 of the act, as 

originally passed, required mEmber banks to maintain only a part ot 

their required reserves with the Federal reserve banks, the balance 

being held. in gold or lawful money in their vaults, or carried with 

correspondent b~s. 

In order to enable the Federal reserve 'tanks more effectively 

to control the country•s gold which was widely diffused, being used 
.. 

for purposes of circulation and held in the vaults of manber and 

non-member banks, and to be in posit ion at the same time to is me 

notes in such vol'q~D3 as might be necessary to sup~ an adequate 

circulating medium, Congress amended the act on JUne 21, 1917 by 

providing that all of the lawful resenes of member l:anka be kept 
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tel depsait with the Federal reserve banka and tba.t Federal 

reserve notes might be issued to the reserve banks wi theut 

limit asa.inst deposits .of eold or gold certificates. an;y gold 

thus obta.imd to be caw1ted as part of the 4C% gtlld reserve 

which the reserve banks 
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are obliged to hold against outstanding F~d~ral reserve notes­

Thus the new method penni ts tho dilution of ~;;ld with corm;crcial 

paper and requires only 60% of paper in add.ition to 40% of gold as 

against 100% of papor and 40% of gold a~ provided in the original 

onactrnont. Tho effect of thcso amondnJents has been to add 

enormously to the gold holdings of the several Federal res~rve 

. banks and to enlarge the discounting poner of the reserve syst~rn. 

The right to issue Federal roservo notes against deposits· of gold 

has been availed of very froaly, and gold r0ccived in th0 course 

of the daily transactions of the banks has been retained and pay­

ments have baen mado in reserve notes instead of in gold. This 

practice has boon urgod repeatedly upon the rcservo banks and also 

upon rt.ernber and non-memb~r banks, which have boen asked to trans­

for their gold as it acc\.U!lllatos to the Federal reservo banks, tho 

argument being that in tho vaults of the ros3rve banks gold is 

available as a basis either of n~w note isau0s, or as a moans of 

extending their loaning facilitios, while in circulation or dis~ 

tributed among tho 25,000 or moro commercial banks of tho country 

it is oi no moro value than any oth0r fonm of currency. 

Sinco tho arrenaments to th3 act tho issue of Federal reserve 

notos outstanding has expanded greatly, having rispn from something 

over $500,000,000 on June 11 1917, to slightly moro than $2,000,000,000 

on August 23,1918. Tho fact that this gr~Ning volUme of our papor 

currency has been accompanied by a continuous 
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advanco in wages and con-modity prices has bc:m frequently cOl!ll'.ontcd 

upon and has subjected the Fodoral reserve sygtem to sorr.o unmerited 

criticism.. Half-truths arc often the most dan2:crous falsehoods, 

and while tho ovils of constantly r~sing prices and inflation are 

boyond question, and v<hile it is undeniable that presont prices 

might in ordinary circuw~tancos be justly attributed to currency 

inflation, Wt) .1l:e11ld. in considering the Federal rcsorve note as 

a factor in our prosont oconomic and financial situation, analyzG 

the circumstances out of which our present situation has rosul ted. 

The outbreak of the Europoan war in August 19141 v..as 

followed immediately by a convulsion in business and a financial 

crisis throughout tho world. In this country,relicf was afforded 

by the is~c of about $375,000,000 of omorgoncy national bank notes, 

and following tho ostablishn-cnt of tho Fodcral reserve banks on 

Novombor 16,1914 thcrJ was a rapid return to more normal conditions. 

The effect of purchases in this country by bolligorent nations 

began to be folt early in 1915 and tho volurre of those purchases 

increased rapidly during that and the succeeding year. As thoro 

was no co-ordination in tho purchases of the respective governments, 

thoy woro placed in the position of bidding against each other, 

and as their needs for large quantities of raw material and manu­

factured goods and munitions was urgont, -- quick delivoriGs being 

dosired above everything olso - there was no restraint upon prices. 
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Very iarge profits woro obtained ·by sollers; labor naturally 

demanded and obtained a part of the profit;; in tho shape of in-

creased wages~ and the large volurrD of gold ;rhich cane into the 

country to pay .:for goods purchased, amounting to about 

$1,3001 0001 000 during these tvvo years.J af facted all priGes and 

brought about a sympathetic advance in thoso articles which were 

not noeded for shipment abroad as woll as those -nhich were in de-

IT~d for war purposes. There is no doubt that we felt tho effect 

in 1915 and 1916 of an inflated currency, but tho inflation was a 

gold inflation, and it became necessary, in order to avoid the 

greater evils which .vould have resulted from a sudden and unregu-

lated outflan of gold1 -- a gold contraction, -- to take staps to 

impound tho gold in ordor that its use and outflow might bo kept 

'I.Uldcr control, 

11ilhen this country ontered the war in April 1917, prices had 

already advancod from the lo-n poj.nt in 1914 to a greahr Gxtent 

than thay have sinco advanced1 index figures being as follows: 

( From tho Official Bulletin of thJ U .. S .. 

Index Number 

" ~ 

" 
n 

Bureau of Labor Statistics) 

January 1914 ----------------------· 100 
July 1914 ----------------------- 99 
~~rch 1917 ----------------------- 155 
Increase about 55% 

July 1918 ----------------------- 198 
Increase since March 19171 about 28% 
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Attention is called to a comparative statcme~t sh~ving money 

outside the Treasury and the Federal reserve banks aS' of November a, 

1914, just prior to the opening of tho Federal reserve banksi on 

February 1~ 1917, tho date of our broak with Germany; and on August 1, 

1918, the 1atost date for which accurate figures are available: 

(In thousands of dollars) 

November a, 
l9d-4 

February l, August 1, 
1917 l918 

Gold coin $665,800 $641Jooo $4481900 
Gold certificates 913,300 1,281J900 498;000 
Standard silver dollars 701 300 711 000 771 300 
Sil vcr co rtificate s 48a,80Q 461, 500 353 ~100 
Subsidiary silver 162,500 187;900 218,900 
Troasury notes of 1890 2i400 2,000 11aoo 
United States notes a34,900 329,700 295;000 
Federal resetva notes ~------ 2581 400 1,855,300 
P'edora1 resctvo bank fiotos .... _ .... _....... 3,~90 11~700 
National batik notas . ·i•083;PCO * ifSa.9~ ... 6S~!.zoo ·· 

$ ;Gl51soo $3/J a,a $4.;44 ;7oo * !nc1uding $360,000,000 n Aldrich-Vreeland curr<mcy. 11 

and tho total stock of gold in tho United States on these dates is 

estinatod at 

rospoctivoly. 

November 2, 
1914 

FJbruary 1, 
1917 

August 1, 
1918 

$1,835,000,000 $a,912,465,ll6 $3,080,767,801 
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While tbe amount of Federal reserve notes i.tl circulati6.'.ri 

increased between February 1., 1917 am August 1 .. 1916 by abf:Ut 

$l.59,,tOO,Ot9, there was a decrease, during the same period, in 

gold and gold certificates, represented by the increased holdings 

in gold of the Federal resenra banks, of about a billi~n dollars, 

and there has been a slight decrease in the volume outstatding 

in tther for.ms of currency, so that the net increase in circu~ 

lat1on between these two dates has been $533,363,~0.. As coll1-

pared with November 2 1 1914 the t'iep:res fer August l, 1918 slww 

an increase of $834,3e.o,•o6~ On makl..ng allcwance for the 

Aldrich-Vreeland notes outstanding on November 1, 1914, 

($36S,~OO,OOO) wh1oh haVe all been retired, the increase in oir­

culati~n e.utstanding has been $1 ,l94,bOO ,e.o, just about equal 

to our gain in gtld d1.1!'1ng that peried.. In the meantime there 

has been since the fall of 191-4 a very large increase in the de­

pasits and in the loans and discounts of the national banks am 

of the state banks and tnzst companies. ll comparative statement 

of these items as shown by the abstract ·td reports of .na.tiinal 

ballks •n the dates called by the Comptr&ler which are nearest h 

the dates used in ma.ld.llg the comparison ef cireulatien fiUtstaZ'lding, 

follews: 
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TOTAL GROm3 DEPOOITS 
OF NATIONAL BANKS .. 

October 31;1~14 

M:trch 5,.1917 12,9 58,172,000 

Juno 29,1918 14,016,087,000 

TOTAL LOANS .AND DIS­
COUNTS ( INCLUDING 
OVF,RDRAlt''l' 8) C'F NA­
TIONAL BAFKS. 

8.,720,250,000 

9,632,899.,.000 

The exact figur~s for th:; state banks and trust companies 

aro not availabl,3, but th3ir addition wo':.lld mako a total sorr.3thing 

mor3 than double the figuros for tho national banks alone. It is 

~vidont, therefore, that the deposits of m~mb0r and non~~mb0r 

banks wore increased i rom Octob::;r 30.,1914 to Juno 29,19181 by 

Thoro is of course a dir0ct relation bvtw.:;cn th.:; d.:;posits and 

loans of tho banks, the no~al condition boin~ that thoy movo up 

or down together .. It should bi!l tomcmborod that thD uso of Fod-

oral rcserv.:; notes has never anticipated an incrcas~ in deposits 

or loans of tho banks except in so far as notes may have b.:J:Jn used 

in oxchane-o for gold. Increased loans of momb0r banks, which 

creato additional deposit liability, rosult in r~discounts at 

Fedoral rosorvo banks and tho issuo of Fodaral rosorvo notJs follows 

tho rodiscounting of Jligiblo pap:>r. Th8 Fodcral rosorvo note 

thoroforc, doos not initiate oxpansion. It b morJly an incident 
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of an expansion which has already takon placo; It is true how­

over~ that the machinery 11hich has b0on providod for the issuo 

of Federal reserve notes and the knowledge en tho part of the mom­

her banks that Federal rascrvo notos are available if noodsd 

has undoubtedly encouraged discounting at local banks. But tho 

provisions .of the act as to c;ligibility of papr.?r which nay bo re­

discounted by tho Federal rosorve banks arc rigid, and have boon 

strictly enforced by tho Federal Reserve Board. Mombor banks 

havo been repeatedly and consistently a·dvised to keep themselves 

in liquid condition and to confinJ their loans as far as possible 

to short time c~rcial paper issued for essential purposes, in 

order to maintain themselves in position to coopJrate .vi th tho 

Treasury in the unpara.ll~led iir.~ancial operations which war require­

ments have forcod it to undortako. 

On July 6th tho Federal Reserve Board addressed a letter to 

all tho banks and trust conpanies in tho United States, calling 

attention to tho necessity for a gradual, but consistent curtail• 

ment of non-essential credits and urging that the banks exorcise 

a roa$onable discretion in restricting credits which aro cloarly 

not neodod for the prosecution of tho war or for tho health and 

necessary comfort of tho public. In this lottor th0 Board called 

attention t·o thG fact that in order to prose cutG tho war 
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successfully, thv Govvr.nmont is compoll0d to issue obligations to 

provide for its largo expenditures which involvo waste and de­

struction rather than a porrrancnt addition to the national ~alth. 

War is inexorable in its d:mands., and any financial plan which in­

volves tho cxpJndituro of $24.,000,0001 000 a year,. unless based 

entirely upon taxation of a confiscatory character, necessarily 

forces expansion of credits and is apt to cause an advance in tho 

prico of nocossitios. Abnormal demands by tho Government, 

unavoidablo a]ld necessary in tho prose~.-;; circumstances, must bo 

countoractJd by increased production and by a groator economy 

on tho part of tho civilian population which rr.ust docroaso, by 

combined effort, tho normal waste incident to domestic lifo and 

business pursuits. 

206 

Tho Fodv ral Rose rvo Board has had constantly in mind tho 

dangers of inflation. \lli'hilv it has devoted itself assiduously to 

ruilding up tho gold holdings of tho Fodoral reserve banks it has, 

in permitting tho issuanco of Fvdoral rosorvo notes., always insisted 

that they bo usod as sparingly as possible, -..vith tho double 

purpose of maintaining tho strength of tho banks and of avoiding 

redundancy. While tho Fodo:ra.l reserve note is a direct obligation 

of tho Government, tho safeguards and limitations thrown around 

it by law give it many of th~ characteristics of a bank not~. 
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It is not a legal tondor 1 but is rocciv·:~Hc by all national and 

rr.cmbor 'banks and Federal ros'::rve banks a:1d is roc(;ivablc for all 

taxes, custozroS and other publ.i.c duos; it br:;a rs ,1. distinctive 

lottcr and serial numbor indicating tho Fr::.dcral rosvrvo bani 

through which it is issued, and cannot bo paid out by any other 

Federal reserve bank under ponalty of a tax of ton por centum 

upon thJ !~eo value of notos so paid out. It is rodoon~ble 

in gOld on demand at th0 Traasury or in gold cr lawf~l money at any 

Federal rc,scrvc bank, and is a first and paramount lien upon the 

assets of the issuing banl<", which is reqnired to -rraintai.n a resorvo 

in gold of not l3ss than forty per centum against the total of its 

Federal rosorvo notos in actual circulation• 
~ 

The cons ol ida t•,'\ statement of all Federal reserve banks 

as of August 23rd shows that thore vvcro $2,032.,83'7 ,000 of Federal 

resorvo notos in actual circulation on that dato. Tho actual 

gold reserves hold by those banks on the san::o date amountGd to 

$27 0031 051-tOOO ... After setting aside the reserve roq_uircd. by law 

against deposits~ the ratio of gold reserves to Federal rosorvo 

notes in actual circrulation, was 73.7%, the notos being otherwise 

socurod by eligible pap~r and acceptances discounted or acquired 

by the banks .. !'ederd.1 reserve notos should not bo confused with 

Federal roservo bank notes1 of which thor:;, wore in circulatior.~ on 

August 23rd1 $16,864,.000. 1'hese notes arc diroct obligations of 
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the Federal reserve banks and are similar in their character to 

national bank notes. Thoy !llla.Y be issUed against any bond of the 

United States whieh has the circulation privlloge, against 

!reasury one year notes and against Treasury certificates of 

indebtedhess.. When iseuod against a 2~ obligation of the Govem­

tl8nt thoy aro taxed at tho rato of ~ per annum, and. if issu~d 

~inst Gove~at obligatians bearing a higher rate, the tax is 

inoreased. correspbndingly• fheso notes a.re being issued in small 

denbxniha.tio:rls to t~ke the plaee of sdvek' cetti.t:lcates which ha.io 

been t-etited Undor ~he Act of April 8; 1918 for the plirpose Of h• 

leasing si1ver dollats to bo br~kers Up ~d melted for export to 

India and other f~teiga countries. ~o amount of silver which 

ma.~ be used in this wa.y is limited to $350,000,000. The issue 

of these notes is thus limited to this amount and as they Uleroly 

replace silver as vrithclrawn, thay havo no effe-ct upon the volume 

of circula.tion outstanding, 

Tho Federal reserve note should. not be cont~ed with fiat 

issues of other tms, nor is it a. bond '"~:·ourrency. Its 

issue is carefully sa.foguarded, and while a. gra.dua.l increase in 

the volUillO outstanding will no doubt be nocessa.rr tor somotillle to 

co~. t~s testing one )base of its elastic quality. there is ao 
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doubt that whonovcr the re~irGmcnts of tho country per.mit, it will 

provo its flexibility by its contraction or by the increase of gold 

reserve against it to a point •moro it will more nearly approxirrate 

a gold cortificato. It was originally intended that tho Fodoral 

rosorvo note s~porsodo in tho courso of twenty years, tho nat:~~l 

bank note. Provision was nade in tho Fod,oral Reserve Act for 

tho purchase by th~ Fodoral reserve banks of tho bonds securing 

national bank notes and for the rosale of tho bonds to tho Treasury 

for cancellation. This process _was well under way when it was in­

terrupted by tho war, but tho increase in national bank note cir­

culation has boon slight, -only about $11,000,000 since February, 

1917 .. Contraction. of Federal roservo noto circulation, in so far 

as it is secured by oligibl3 ~per, will bG natural and autorratic 

as tho discount opo:mtions of tho banks are reduced, but tm note 

is in no sonso an OlfOrgoncy currency, for it is and ·rlJ.l ronain 

our principal circulating rr~dium, its domtnanco in this respect 

increasing as tho remaining $900,000,000 of gold which is outsido 

of tho Treasury and tho F"cdoral rosorvo banks are absorbed by 

tho rosorvc banks. 

Ever since tho ostablishmont of tho Federal rosorvo banks 

tho Board has ondoavorod persistJntly and consistently to incroaso 

thJ ag~rogato gold holdings of the banks. Sinco the entry of tho 
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United Statos into the war, tho nocossity for such an effort 

has boon omphasizod, wr~lo tho inclination of tho public and of 

the banks to coopsrato has bc0n rrarkcd. Moro than $2,000,000,000 

of gold and gold certificates have bocn withdr~·m from birculation 

and transforrod into tho vaults of tho Fodoral rcsorvo banks, but 

as already stated, thoro still rorrains in circulation and in bank 

vaults about $900,000,000 of gold cortifi~atos and coin, most of 

which can be dopositod and should bo deposited, their place to bo 

taken as far as necessary by Fodor~l rosorvo notos. It is tho 

intention of tho Board in tho futuro, as in tho pastJ to watch 

closely tho loaning bporations of tho banks, and it is not its 

purpose in mobilizing tho gold of tho country into the vaults of 

tho Federal resorvo banks, to incroaso tho volume of loans beyond 

thJ amount actually required, but thoso aro war timos, and any 

inability on tho part of Fodoral rosorvc banks to respond to 

logitin:ato dorrands xrado upon thJm v;ould bo disastrous. It is clear 

that m proportion as tho gold holdings of tho Fodoral r0sorvo banks 

aro increased, tho ability of such banks to extend needed accommOdation 

to othor banks or to issuo notJs is onlargod. As ros~rvc holdings 

aro curtailod, th~ lending ponor of tho banks is corraspondingly 

roducod. As member banks arc no longJr roquirod to carry rcsorvos 
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•f lawful money in their own vaults, it follows that gold held by 

them is of no more value than arv othezo form of currency, and every 

dollar of gold that is hoarded by individuals is withdrawn, not only 

from reserve use, but also from dlrcUl.atlon; ani is a net loss to 

the community. The effect of hoarding therefore, is to imiBir the 

ability of the Board to provide the strongest possible gold cover 

for our growing volume of Federal reserve notes and deposits, -­

and deposits will necessari]¥ continue to increase during the con--

tinuance of the war. It is desirable in the existing circum-

stances to have every dollar Of gold in the Federal reserve banks, 

letting the circulatillC. medium consist of currency based on gold. 

Money of every kind, whether gold or silver, should be deposited 

in bank and used, but no_t hoarded. SUrrender to the Federal reserve 

banks of gold coin and gold certificates and abstention from hoard­

ing means an increase in the volume of bank credit available for 

.211 

the camnunity and increased ability to finance the war and the neces­

sary requirements of business .. 

It seems proper, in this connection, in view of the general 

imp~ssion that because of its power to control discount rates the 

Board can reg1.1late the volume of rediscounted paxsr, to say some­

thing re~rding the discount policy of the Board.. During the year 

1915 and for the greater part of 1916, owing to the abnormal ease 
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of the money Jiarket, there was m t ·11t tle resol"t to the discount . . 

faoiiiti.es of the Federal resen-e banks• During this period the 

deposits of zoomber and non...zoomber banks were increasing by leaps 

and bounds, and. the banks as ~ rule were able to take care of the 

legitimate needs of customers ani to make large purchases of c~ 

mercial paper w~tho~t ~s~ng tl:le .ir eradi t either with correspondent 

banJts or with the Federal reserve banks. In such circumstances, 

it is clear tha. t the Bpard' s control owr disccu.nt rates was merely 

nomi:pal. :Reserve b~k rates were low, in conformity with the 

gene:fal trend of the money market, and even by e~i~ ill open 

market operations the Federal reserve b~ round. it diftlduit td 
.. . . . ·' '( . 

invest a suff!cie~ t por~ioil of ~hefl'. rht\4l1 to enable them ·tb tneijt 

in :tU11 thelr di~def!d._·~~~~~~ements. Higmr rates would of course 

have brought in even a smaller volume of business. Late in t4e 

year 1916, rates began to stiffen and the volume of discounts with 

the Federal reserve banks showed a tendency to increase, but t~ 

banks generally still held a surplWi of' :tU~s and any drastic 

adV~Ce in Federal l"eseHe dl SCOWlt rates WO'l~d not have materia,ll.J 

affected t)le, money market~ 

After our entrance into the .war the whole situa.tl9~ ~dal'W'e~t 

a :radical ol:!ange. The President,. ~n an address to Co~ sa OJ:l 

Apr-il 2, 1?17, pledged the entire rese11re,es of the natio~ t-P t~ 

s'Ueoessful. conduct of the war, am \W!\l' \leoaJJ~e the paraino~~ W$~ss 
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of tho country • .Ail issue of 'h·e;.:;.sv..ry c::.rtLfL;c:.t:;:; anrwuncod 

immodiatcly,. was i oll<J'J'v~d l:y- U:r.:, fil'Bt LS"<.'. 1·ti bond ='-"-mp-::dgn, tho 

a.vc:JWod purpose of Nhich ,,\0\'1 to ~ccuro su.bt~~C:-1_.,; i.:·tL::" to $2,000,000,000 

of bonds bearing 3t% int·:-1·oot~ It wa.o aprc--C.Jnt thZLt thin issuo 

would 'co followed by othor':$ .. and it \'/"ds rrcr..5 fo$tly t.h·) duty of 

tho Board to support th:. financial ;?lar. of tho ~Crt'lasury .• Wi tl1in 

twolve months about $10,000,ooo .. ooo Qi bc:Jds ~-vcro sold by tho 

Govornmont, and since April 1917, there has bc.:;n cutstanding an avorago 

of a. bout $1,000,000 1 000 of Treasury c:Jriif icatc>s.., issued in anti­

cipation of tax()s or of tho proco:;d3 of bond eaj_os .. 

VJ.ndful of the o!foct which high intor.::st .ra tcs on Gov~rnmsnt 

obligations would have upon invostmcnt socuritios ?.nd the rn<'Jnoy 

n:arbt as a wholo.t it has boc:~n tho aim of tho S;.1C!'ot."'-ry of tho 

Troasury to ftol~ rat~s daNn to tho lowest possiblo level~ and it 

is now his announced purpose to ma.int<dn as a. maxircum a rate of 

41% t~n Treasury certificatJs and 4-fj. on Liborly bon~s .. In thGso 

circumstancos,. tho Fodora.l Rosorvo Board ha~ fcl t t.ba.t it should 

diroct tho policios of tho system so a.s to insure prompt a.cca:a­

.IJOdatio.n to banks whoso customers might require assistanco., oithor 

in providing for cOtr.morcial don:a.nds caused by incrc.asod business 
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•cti:vit1os, or in making ·~heir paym:mts !or bonds, as woll as to 

banks Which bought bends ~or thoir o·rm accou .... -1:. It was doomed 

. blJOrtattt that .thoro should bo no diGturban"l~, in th~ DID!loy mrkot 

and tlat int::~rcst rat..:.:s should bo bpt as t'l.~e...dy normal and. froll 

from fluctuation as possible. Thoroforc th.:.• Hc-ar.d, l;ofo:ro tho 

subscriptions to tho tin~t !..ibcrty o~a issu~ wero cl~d., 

ostablishod a prcicrJntial rato •£ dise1JUnt for nttos of member 

..- banks socurod. by Govarn.ment obliga.tiona;, whoth<J.:r ~ortifica.tos or 

'bonds., and, ·in order furth~r to assist tho Ti."'a.sury in disposing 

..... _ 

of bonds, the Board authorizod Fodera! rosorv~ banka to discount 

!or non-mombGr banks 'Upon the cndorsomont of a. member bank• notes 

socurod by GovGrnmont o.bligations# whothor rrado bY non-mombor 

banks thomSolvos or by thoir cust~~rs, whon th~ proco~ds had b3en 

or were to bo u~o4 for tho pu.tposo of carrying Treasury e~rtificates 

or Uoitod Stato, bonjs. f.ho Board, tho.roforoJ distin!UiEhod botwoon 

comtll&rcia.l loans and loans made upon tho oecurity of Govcrl'lll'lcnt 

tbligatiar.us, by giving a. pl'$ferentia.l in favot" of tr.~ lattor. The 

pol11)f of tho Board has thus tar boon justifiod by rosul t~. 'l'ho bonds 

nro wldoly distribUted -..nd each subsoquont issue h.'.:l ':!hO'Wl'l a 

larg~r numbor of subseribcrs than tho procooding one, tha number of 

subscr1bere ta tho third Liborty loan boing moro than 17,000;000 

Only 4~ of tho total amount of bonds issuod up to this timo wore 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



held on June 29th as investments by tho national banks~ or 2.29% 

of thoir rcsourcos., while thoy wor3 carry lng lc;ans secured by 

Liberty bonds amounting to $457,0001 000, or .~.56% of their re­

sources. As the rates on Gover.rnnont obligations were advanced, 

the preferential ratos on paper secured by these obligations 

wore increased correspondingly at tho Federal reserve banks. So 

that instead of a rate of frQm 3 to 3~% as first established, 

rates at tho banks aro now ranging from 4 to 4i% on paper so­

curod by Governmont issuo·i:?~ with a rr.axim.lm rate ~f 5!% on 90 day 

odnrmorcial paper and 5!-% on 6 months agricultural paper. 

The Board docs not boliovo that in tho existing situation 

markod advances in rates would be advisable in view of tho obvious 

nocessity of avoiding any policy likely to disturb the financial 

operations of th0 Treasury. The needs of those industries and 

commorcial ontorpriscs which aro directly contributory to the 

conduct of tho war must bo supplied at all hazards, al'ld a drastic 

advanco in discount ratGs would not reduco tho financial require­

ments of such concorns, but would merely impose an added cost upon 

thv people. 

In its lottor of July 6th~ to which reference has already 

been uadG,. the Board called attention to thJ importance of a wise 

discrimination botwocn essential and non-ossontial cr::Jdits. It 
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believes that the ex6rcise of disct'!miaat:..r.g j1JM.gm~:~nt on the part 

of the banks throughout the e cuntry iit naldng the il' loans will be 

more effective in ~o,·.n·cf)racting any tender:cy toward eredi t ex­

pansion tha11 an a.dva.t:ce in rates wouJti b9.. The suggestion bas 

been made by the Board that the Fe:leral ras9rve banks organi.ze. 

each in its own district, local grcups compr:. sing leading bankers 

and business men, in order to disC!lss ways ~nd means of bringillg 

about the result desjretl .• 

It is exceeuingly difficult.· to lay down any fixed and 

definitE' l'Uldt:~ to goverr.i in distinguishi:'lg '?etwee:':l essential am 
non-essent!al credits. A loan mi~t 'tle deajrd<.i iorwhat appears 

at first glance to be a non-essent5.al J-Ur.pcs€·., and yet failure 

to obtain the credit might create a cond':.ti:Jn 71hich eight indirectly 

have a distinctly harmful effect upon t:'le ':1. Llilit'J c:: prodUctive 

enterprises in the cOJDIJlU.:li cy- to obtain cred..it. -.:n ":he same WS¥, 

in the larger centers 1 refUsal by banks as a group to lend on 

standard securities would seriously impair the liquidity of _in­

vestments arxl would ftJrce liquidation which might disturb very 

seriously t.'le whole financial situa. tion. It is important to 

avoid sharp and radical. rea.rl.jus1ments of c:-edit and wherever 

possible lines should be reduced wi tlluUt undue hardship to the 

borrower or without ~ausing a shook mich would render the granting 

, 
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of necessary credits more difficult. 

It would seem that those interests and enterprises obviously 

catering to extravagances and luxuries should be considered first. 

Upon investigation 1 t may develop that industries of this kind 

need not be closed down, nor their labor thrown out of employmentf 

but that they can be gradually diverted to esser-tial lines o£ 

production and distributionA Existing high prices are creating 

an added strain on the f inancfa.l ·resources of the country and are 

contributing enormous]¥ to the cost of the war. It is probably 

impossible to effect any reduction in the prices of necessary 

materials and commodities or in the compensation of those engaged 

in producing them, but there are two means~ and the ell!ployment 

of both will be necessary; of retarding a further advance. One 

is by curtailing credits which are riot ne~&SS<UW 8.1;4 by dHrert:ing 

such portion of these credits as mao be needed lnt o productive 

channels; and the other is to increase the production of the raw 

materials ani manufactured articles which are needed in our 

military and naval operations and which are essential for the 

su.stenance and racessary comfort of the people. 

In times like these, high prices ar..d high wages do not alwa.vs 

in,crease production. We see too fre<Flently a d:iLsposition to 
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accopt as amplo tho returns from limitJd 1-·roduction and from !_(,wet 

working days to the wGok. We havo now 11 500,000 men on tho shell 

scarred fields of France 1 and their deods of valor havo alroady 

thrilled tho allied world. Soon this number will grow to 

3~000,000, then to 4,.ooo,ooo, thus assuring complete and glorious 

victory and the perpetuation of that heritage of lib;:;rty for which 

our forefathers fought to give Usi and those millions of us who 

arJ unable to tako our places at tho front, but who must romain 

bohind to do that work which is nocossary to sustain tho·nation 

at horre, and to ~aintain our fighting heroes in France, should 

strain every nerve to furnish all that is necessary, in gold, 

crcdi t., services and goods, and we should not overlook or slur 

tho fourth Cornrr.andmont, -- that Divino injunction to Moses, 

whoroin wo are directed not merely to r·ost on tho sevonth day 1 but 

arc sharply reminded of our prosont duty in tho comrrand1 "Six days 

shalt thou labor and do all that thou hast to do. n The war 

must bo won by forco of arms abroad, supported by grcator 

production, economy and thrift at homo. 
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THE NATION!\L BANKS IN WAR TIME, - THEIR PROBLEMS .AND WORK. 

FROM AN ADDRESS OF W.P.G.HARDING., 
GOVERNOR OF THE FEDERAL RESERVE BOABD, 
BEFORE THE NATIONAL BANK SECTION OF 
THE AMERICAN BANKERS ASSOCIATION AT 
CHICAGO, ILL., WEDNESDAY., SEPTEMBER 
25,1918. 

FOR RELEASE IN MORNING PAPER§ OF 
THURSDAY. SEPTJil.mER 26th. 

X-1214 

In these stirring t~es our tho~ts are constantly with our 

sons and brothers who are in the fighting lines in France., or who 

219 

are keeping watch upon the high seas. We are thrilled by the ac .. 

counts of their military prowess., our hearts are gladdened_by their 

constant advance a~inst a fonnidable enemy and we are inspired by 

their courage and unswerving determination to overcome the enemy. 

Within a short while there will be more than two million ~n in 

khaki on the other side to support the gallant troops of Englan4., 

France, Belgium., Italy ~d Greece, and the Czecho-Slovaks, in their 

battles to free the world from the curse of Geman militarism and 

autocracy; 
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8lJd we know that their mwbers will be steadily increased until tl:e 

fUll f'l"llition of our hopes and aspirations shall have been attained. 

But humn activities in this great war are not confined to the mili­

tary :trants; the battle lines are not alone in Siberia, in the 

Balkan PeninSilla, in northern Italy, in Lorraine, Picardy and Flan-

6ers, bu.t they extEnd tl:roughout the civilized world. There is an 

American front, mazmed by millions of' men .and women who constitute 

t.be great home guard, and whO must fUrnish tl:e nnmitions and supplies 

and the t~a.nsportation facilities tor those who are actually E..vp~«. 

to the Sb.ot and snell and poisonous vapors of' the enany-. w·ithout 

the work which is being done at home, am which must be carried on 

in constantly increasing measure, tl's efforts of' our soldiers and 

sailors could not be lang exerted. 

Important sectors of' our hOI!B front are held by the bankers ot 

.America, 'VIho are on the financial f'i r.il18 line, am. i.t is of' t mir 

work and of' tll9 ir problems which I wish to SJBak today. ~e 

national banks of' the .united States have in other times and in other 

wars proved their loyal v and efficiency. 1n tact they were bo m 

in tlJe midst of' the convulsions of' a country torn by civil war and 

their creation is due to the desperate needs ot the nation in those 

dreadtal dqs. 

Through tlle establisbrelii ot the national ba.nk:i:og system not 
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only was a market afforded for United States bonds. but facilities 

were provided for the issuance of a national cuiTency capable of 

circulating without discount in all sections of the country~ So 

rapid:W did the national banking system grow that in 1865. shortly 

after the close of the Civil War, there were 1517 national banks, 

having aggregate assets of $1,359,867,074, included in which were 

United States bonds to serure circulation of $272,634,200. and about 

·$75,000,000 government bonds held as investments. 

In 1898, when we· were at war with Spain, consciousness of our 

banking strength undoubtedly had much to do with the ease with which 

$200,000,000 of 3% bonds were sold to the :1ublic at a substantial 

premium; but the national banks coordinated under the FGderal 

resexve systan are now eng:~.ged in the most stupendous work they 

have ever undertaken, and in according to tre national 'tanks their 

meed of praise, I do not wish to slur nor underestimate the import-

a.nce of the work which has been done. by the state banks, savings 

'tanks and t ru.s t companies as well. There is no quest ion, howeve:r.", 

that through the operation of the Federal Reserve system the vast 

fiscal undertakings of the government have been successfully carried 

out thus far without any undue disturbance to our finar.c ial structUI" e 

and without a money panic o:f prisms of any kind. 

For three years the burden of supporting the Federal Reserve 
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aystem was borne almost entirely by tho national banks~ -all through 

those timec; whor, n:ar1y of the banks could not percoiVe that any sub-

dantial benefit would be likely to enure from membership, and when 

stock in the Federal Reserve banks was 1 ooked upon as a dead invest-

ment, Even a year ago, five months .:dter the United States had en-

tered the war, there were only 86 non-national banks 'Nhich were mern-

bcrs of the Federal Reserve system. It is gratifying to note however1 

that hence£ orth the responsibilities and privileges of tnmxbership will 

be shared by the state institutions which are nov11 coming over in 

con;:;tantly increasing numbers and that today about 750 state banks 

and tr.J.st companies are n:embers., ~vith total resources of nearly six 

and three quarters billions of dollars. 

ThJ problems of the AmBrican banker have always been rr.ore co~ 

~lex and difficult than those of banks in other countries and their 

work is more varied and exacting~ This is due 1 in part 1 to our wide 

expanse of territory and to the amount of.pioneering which has to 

be done incident to the building up ~nd developiT~nt of a new country. 

It is due also to the fact that the spirit of American institutions 

derrar.do:: independence of action and that the tendency in this country 
. ' 

has been toward· a large number of independent banking units 1 most 

of them of srr.a.ll and moderate capital 1 rather than toward a compact 

group of highly capitalized banks conducting their operations throughout 

the 
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country through the medium of bJ."ar~.cbes. ~ need of some means Of 

coor&Lnating this large uu.m:~.Jer of jn:iependen.t banks, of reserving a 

portion of the :lr resources for the cor::m.uli defense of the f ina~ial 

front, the necessity for provid~ a ffiore elastic currency which 

could eX:pand and contract in acoordauce with business requirements, 

ana o:t establishing a. broad cliecount market, are some of the causes 

whiCh led to tlle establisllnent of the Federal Reserve system. It is 

. not nw intention, however, to attempt to discuss your routine work 

or your ever-, da.v problems, btl t I Wish instead to touch upon some 

of those questions which confront you, and those militant d?ties 

which are imposed upon you, in your work ot holding the financial 

trenches in the great battle now raging tor li-berty and civilization. 

The Liberty Loan organizations are about to be:gin the campaign 

for tile fourth Liberty Loan. The success of this campaign depends 

upon tm cooperation of the banks, - not upon a half-hearted or com­

placent acquiesence on their part in the plans adopted, btl t upon 

tmir active, incessant and a.ggressi ve coopera.t ion, given in a 

genuine American spil'i t worthy of the cause for vmich the loan is to 

be raised. For weeks past most ot you have been taking your 

allotments o:t Treasuy Certificates of Indebtedness which are issued 

in anticipation of this loan, just as ym have done in tm case of· 

the certificates which anticipated previous loa.:ns. In order to meet 
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your allotments you. have been obliged no doubt to reduce your 

regular discount l!oos and to decline to take paper whif:h, in or-

dinary circurnst~:m..?ue, wcuJd. l:crre been attractive to :ro~.t. Bu.+, you 

r...ave made it:po-~sirle fur tl1e goverrun6nt to meet its financial re­

quirementB and you h!i'VB also -provided mea.m, to the extent of cer­

tificates held, of ta.nng care of the pa;ymen..ts that you will be 

C'.a.lled upon to ma.ke f<Jl' tlle J ... iberty Bondg vvhich.. will be subscl'ibed 

for by your customerse ·The opinion and a<lvioe Of every gocd 

l:aliker on financial mtters is coustantly being scugi:'t; your in .. 

fluence is grea·t, and yo·ar value as an ed!lcationa.l force is inoal· · 

cu1ab1e. BankS are the g~oat distrlbuti.ng agennl.es tllrougb. vbi,~h., 

the bonds pass into the ha.ni.s of the ptlblic ani .1. t 1 s desirable, 

wbareger practicable, th.at the bonds should be placed with t.'!:Js 

cu. stomern of bar...k:S, and with tl:..ose who are not depo~d. t JX'B, ra i;her 

tllan taken for investment by the banks thanselve~ .. BJ.t it is ex-

pected, of C('IJ)."Se, that balkS will do tbei:r .t"ull part :tn. :;:>lao:~ng 

tm bonds in the r..a.ni.s of the public~ by crm.t~.r.u~r~ the~ p.ra.cti.ce 

of lending freely ag3inst bonrls as se011ri ~-, ~J.:.ill6 i.:.1 t:;.:rn vr.m. 

tm Fed.eral Resene bankS fb r such assl stance as Ti'ay be needeCI .• 

Th9 Liberty Lc..an is ess~tia.J.ly a pGp'\llar loan.. no issue 

since tm first has fUll exemptittn from income taxes. The second, 
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third and fourth lema therefore, ~ a hi3ler retum in the hanis of' 

men of moderate meaJDS than t my do wben held by the millio:ca.ire. The 

discaant rates at Federal Reserve bankS are so adjusted as to amble banks 

.to lelld at approxlma.tely the rate borne by the bonaD, with a small 

dlargin o.f profit. Previous issues have been widely distributed, and 

eaCh issue has shown a larger number Of subscribel's tban the preced.il'lg 

one, the number in tm case of the third Liberty Loan being more than 

1'7,000,000. The Comptroller of the Currency is au.thor.i v for the state­

ment that of tm total aillOUnt of bonds issued u;p to this time only 4% 

':. were held on Jane 29th as investments by. the national bankS, or 2.29% ct 

their resources, wl:l1le they were carrying at the sane time loans secured 

by Libex-ty Bo!lds amounting to $475,000,000, or 2.56% of' their resources. 

The ~Federal Reserve Board, fran the time wllen it beeame evident 

that this country would be forced into tm war. has spared no pains to 

fortify the poSition of the Federal Reserve banks, in t'rder to enable 

tmm to met all legitimte demalds which ~ be m~e upon theul and to 

render the greatest an.>unt of assistance to the member bavlrw in tm :tJer­

f'ormemce of 1heir war timB duties to tlle govemment. U:Pf'n the recom­

mendation of the Federal Reserve Board, Congress amended the Federal Re-

1,. seiVe Act in several important particula.rs on June -'::1, 1317. The effect 

of these anendments has been to bring into the system a large number Of 

state banks, besides enabling the Federal' Beserve banks more effectivel.J' 

to control the country's gold which had been widely dif'f'Used, having been 
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used for purposes of circulation and held in vaults of IDel'Inber alld 

110n-member banks. As you know; all the lawful reserves of' member 

banlts are now kept on deposit with the Federal Reserve banks~ and as 

Federal Reserve notes nla.Y be issued without limit against deposits 

of gold or gold certifica~s, t:OO gold holdings or the Federal Reserve 
been 

bankS have/augmented to an amount exceeding ¥2,000,ooo,ooo, and the 

disca:mting power or the Reserve banks has thereby been greatly in-

creased. Both the manber and non-member banks hava been urged re-

peatedl,- to transfer their gold as it accwnulates to the Federal Re-

serve banl«J, and the appeal has not been in vain, for the response 

has been very general and gratifYing. In the vaul. ts of the Reserve 

. bankS gold is available eitlEr as a basis of new note issues or as 

a means of extending their loaning facilities, while in circulation 

or di stribll. ted among the 25,000 or more commercial banks, it is of 

no more value than any other form of currency. There still remains 

in circulation and in bank vaults however, about $900,000,000 in 

gold certificates and coin. most of which can be deposited and should 

be dep,os.ited, t.ll:dr place to be taken as far as necessary by Federal 

Reserve notes. In mobilizing the gold of the country into the 

vaults of the Federal Reserve bankS, it is not the intent ion to in­

• crease the volune of loans ~eyond t:!B a!DOWlt actually required, but 

these are war times, am al\V inability on the part of Federal Reserve 
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ba:t'lks t 0 respol:X'I. to legi titaa'fe denands made Upon them WOllld be dis-

lt is clear that in proportion as the gold holdings of 

tm Fedet"al Reserve bankS are increased, the abilitY' of such 'bat:iks 

to extend. accommodation to other bankS or to issue notes is en-

larged. As reserve holdings are curtailed, the leming power of 

the banks is correspppdtng]¥ reduced. 

The national banks of the country can render good service at 

this time by informing the people in t.be ir respeoti ve comrnunit~es 

of the absolute falsity of th'l statements which have been made oc­

casionally aid which appear to be tl:e result of a deliberate propa­

ga.IIda, that it is the intention of the govermnent to canf'i scate 

bank deposits. Such a statement is absurd upon 1 ts face, but is 

well calculated to alarm the ignorant, and, altho~ it has been • 
denied and denounced in the strongest te:nns by the Secretary of the 

Treasu.ry alJd other high authorities, it is evident, from the pro-

portion of the monq ~id out every week in payrolls which does not 

return to the banks, that large amounts in the aggregate are being 

hoarded or ca.rri ed upon their persons by workmen who are now re-

cei v.ing unusually high wages. Banks should give especial attention 

to the problem of bringing into sight any money hoarded in their 

conmunities, and should urge its inves1ment in war savings stamps or 
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Liberty Bonds,. as well as the establisilnent of bank accountsu There 

is gucd reason to teJ.ie,..e that the pre'3e!'t is an oppcx-tune time, in 

industrial col'tlOun:.t ies ospacially, :for organizing sy~;-~ematic ca.l"!l-

paign.s for ·hring:"ng ccnceaJ ed n:oney :.nt o the vaults of tha b3n.k.1 9 or 

for effecting 5.ts excha!"l.ge fo:.:- government ob.1igatbns. 

One of the most jmpC'r·:;ant runctio:ns of any banlc: is the granting 

of credits. This is a. power which should be exercf.sed with protl.e10e 

and di scret5.on in any c5. rcumstances, bt.1 t under present conditione tl: ere 

are many new atld pel"'pJ.exing features t,o be considered. As the pg.ra-

mount business of th5 . .s co~nt:zy at present is war, and as the govern-

mentis the largest purchaser o£ all esse:.1tial commodities, it is 

clear that tb.e l:srJrs of the country shot,_ld do their part, not only in 

aiding the government to ohta5.n the funds and credlts needed1 but 

tha-t they sl.ould so readjt.wt their own lending operations as to con-

tribt:!.te most effectively toward supplying the government with neces-

sary al."ticles al'ld cOJ'Ilmodities. Therefore the questicn of' credit 

conservation has been a vital one for months past. Na.r expendi tu.res 

, are essentially different from any which are ordinarily made in t5.mes 

of peace. Instead of contributing toward a perma..11ent addition to 

the national wealth, the large ];ayments which the government is making 

for the maintenance and equipment of our military and naval establish-

menta involve waste ani .destruction, - inevitable concomitants of wa.r .. 
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'l'his process necessarily tends to inflation. which, t~ether wi 1h 
' 

concentrated demand and the need f<r quick deliveries, brings about 

rapid advances in the price of necessities,. lnf ini ties such as are 

dealt with in higher ma.themati cs, have no place in tbe arithmetic of 

wqr finaneing, even though the figures run into the billions. 'l'he 
• 

supply of credit, of goods, am of man power is limited, and as far 

· as possible tbese resources should be conserved and set aside for tbe 
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use of the govermnent, whose abnoxmal demands - !nevi table a.n:i neces-

sary in the present circumstances --must be counteracted by greater 

econaJtV on the part of our civilian pop.llation, wbose efforts should 

be directed tonard decreasing the nolDlal.waste incident to our· 

business pursuits and to our ever;, dq lite. 

Credit extended for non-essential purposes involves the use of 

labor, Of transpo.rtation, ot material 9 am of reserves ••him ought to 

be k!ept free for purposes of the government. Unrestricted credit 

means unnecessa.17 competition with t:m government, and tends to im-

pede ani del"' its operation. and. needlessly advances prices. 

At a. ti~ wl:En tlle suprane business of the c0tmt17 is war, it 

is idle to talk of business as uma.l, far our acCilstomed bc.s iness 

and JSrsana.l habits cannot in many cases be continued without inter­

fering with the government's wolit and 1he consequent infliction of 

serious injul'J' upon the nation.· Uncle Sa, at this time, is a world 

banker - he ·ts extEnding c~dits in lar~ anounts to foreign 
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.countries associated with him in the war and his pawer to contime 

to plq the part of "tmcle" in the fmamial sense dependS upon the 

exte1;1t ot his resources in mn,. {J)OdS and gold, and the avoidance 

of wmeoeesaxy credit. Needless recourse to :tJJe facilities ot the 

Federfd Reserve 'ba.nlm weake:as proportiom tel~ his gold resene, and 

this gold reserve is the fi~ial ba.Okbcme of civilization. A:q 

waste of the raw materials am DBUuf'a.ctu.red praiucts of the cam't:l'y 

adds to our f'ina:acial. burde:as by increasing the amount whidl we mwrt 

impart from other countries, and such waste at 1he sane time .re-. 
dllces the volume of @POds which should be· available for expo.rt pur-

poses - the best means ot paying for il:Jt>orted commodities. 

The tar sighted 'ballker does not content hiDI3elf by cCDtierlDg 

mere~ present pl"'blEIIB, but he 1ums h1s eJ&s to the ~mre and en­

deavors to lUt the veil in order that he f!83 see the shadow of 

coming eV"ents aJ;ld maJce his plalls aocordingty. Many thougbt:fb.l 

bankers feel, t.h.8refore, that the preserv$tion of our economic 

strength is of the greatest importance in Jl1Lk:ll7g provision for _that 

period ·ot readjustment mich will follow inevitably the re-establish­

mrnJt of peace. By refra.iniiS from bayitlg luxuries and by restrictiDg 

the use of moessi ties to the actual requlra:nents of health and 

reasonable comf'ort, a resel"'''e purchasing po.ver can be created which 
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will be of the great est value in bridging over our industries during 

the period of react ion ar.i reconstructicn which will follow the war, 

when "swords will be teate~ :1.r.to plow ~lloil:t"es•• aud ivlars will give 

place to Mercu.ry and Cel·es. 

An inteili gent s.nd pru:lent use of credit will be an important 

factor in strengtllerling the national resources during the periOd of 

the war, in aidil'lg its successflll prosecution, besides maintaining 

our economic strength for the ti.n'lffi when our ai'm.ies will return to the 

employ.ments of peace. It is important, however, that a wise dis-

creti on. should be exercised and t m t t.be re should be a care:f'Ul dis-

crimination between essential. less essential, and non-essential 

credits. 

It is difficult to suggest any fixed and definite mle to 

govem in distinguishing between tmse various classes of credits. 

A loan might be desired for what appears at first glance to be a. 

non-essential purpose., and yet failure to obtain tlB credit might 
~ 

create a. condition whiCh might ind.irectly have a distinctly ha.rmtul 

effect upon the ability of productive enterprises in the community 

to obtain credit .. It is important, tlerefore, that bank officers 

should inform tb.emsel ves a.s to tlle ultimate use to which the 

proceeds of a proposed loan will be diverted. Present conditions 
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fully justi ~ the banks in taking such s taps as may be neoessa.ry to 

restrain speoulatio~ but': at tho Rame time., a general refusal to 

maJse loans on good seCilri ty wo·u.ld seriously impair the liquid1. ty of 

investments and would :force liquidaticn which might disturb ve:ey" 

seriously tbe wholA Einancial situation. It is important to avoJ.d 

Sharp and radiCal readjUStmCDtS of Credit am v4lerever pOSSible lines 

should be reduced withcut undue hardship to the borrower or without 

causing a shook whi.ch wonld render the granting of neoessa.ry credits 

more difficult. 

The problen of non-essential credits is, however, not entirely 

one for the consideration of the banks. Tbe question will be de-

termined :for them iii many instances· by the Capital Issu.es Oo:ami'ttee 

and by other governmental bodies such as the War Ir.ld.wstt:ies Board, 

which has large powers in the determ:lna.tion of the oha~acter and 

quantity of procmotion and of priorities in tbe deliver.,v of materials 

alld gOOds. 

In normal times great entezprises and large developnents are tl:llle 

result of credits previously arranged by bmkers, but the military 

necessities of today have clanged the order so ·that in many cases d.e­

velopnents are predetermined, and bank credits are adjusted to 

conditions inStead of creating tlsm, thus bec,oming an e:r:rect instead 
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ot a,..,.,.. Your problans gentlemen. are by no means confined to 

piacing pr()pei" i"eatrictio:ns upon li0n.""6sse:llt.ia:i or 1ess esaeutiai 

oredi,ta, but they inciude means ot sus taii'ling thrdtlgh adequate credits. 

the vast number ot enterprises and imustr.i. es whose operations are 

essential or contributo17 to the concmot ot the war and to the health 

and necessary comfort of the public. In addition to direct advances 

.• to the govel'!lmelllt, you are being c~led upon to furBish funds for use. 

ot the ~mrcantile ca:mmmity and tb r the Plyrolls of mining and. manu­

facturing aud transportation ccmpanies, and :f'or the prodaction and 
• 

move.R~nt of crops and livestock. In these operations ya1 will find 

your membership in the Federal Reserve systEm of the greatest value• 

tor not only can yen redi. scount freely with your Federal Reserve banks 

the notes which represent your loans in most of these transactions, 
I 

but ~ can effect through ttese banka such exchange transfers as ~ 

mav desire and ca.u call upon tl:em to send you any currency tha.t you 

may need. Shipnent s :trt'Jn Beserv e ba:nks or branches can reach most of 

you within tweaty-tour hours, and in order to tacil~tate your trans-

act ions ani to eteourage a freer movement of dom sti c exchange, 

serioas consideration is norB be il'Jg givm to having the Federal Reserve 

banks absorb all costs illc:lden.t to transfers 01t currency tar nember 

bankS, "Both from and to Federal Reserve bankS. You have also recourse 

to the War FinaDCe Corporation. which is authorized to make advances 
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~ bmlm, mnkers, or tl'U.st companies, and to savtngs banks, upon terms 

and oomitions set forth in Secti.ons 'I and 8 ot the war Fina.nce Cor-

pora.tion Act. 

Your attention is directed to tm great importance ot increasing 

our supplies Of food stuffs, Of cotton and wool, of coal, ani of all 

ma.nu:tactured artloJ.es Of an essential. Cbaract~r. and it is hoped that 

you will extend your credit lines with thiS object in view as fa.:t' as 

JIB1 be consistent with the principles ot s'OU.lld banking a:od business 

piUdenoe. While it is desirable that you should rana.in free to ex­
the security of loans and 

ercise your own discretion as regardsftbe cieta.ils of your business, it 

is necessary nevertheless, tlBt we shoUld all work . to getm r in carry-

ing out a general policy. The exigencies of the times require that 

banking policy must be detennined in Washi!l8t0n to a greater extent 

than would nol'm'llly be the case, but evezy confidence is felt that 

the splendid patriotism which has been manifestOO. in the past by 
continue to 

national bankers in the hour of the nation's peril, willjbe exhibited 

toda.l' when our cauntr:f is engaged in the greatest war of all history. 

and that through your cordial and ef:fecti ve cooperation complete 

victory will crown our military undert~ings, to be followed by a 

lasting and llmeric m peace. 

234 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis


	frsbog_mim_v08_0001.pdf
	frsbog_mim_v08_0003.pdf
	frsbog_mim_v08_0007.pdf
	frsbog_mim_v08_0008.pdf
	frsbog_mim_v08_0010.pdf
	frsbog_mim_v08_0011.pdf
	frsbog_mim_v08_0020.pdf
	frsbog_mim_v08_0022.pdf
	frsbog_mim_v08_0024.pdf
	frsbog_mim_v08_0025.pdf
	frsbog_mim_v08_0030.pdf
	frsbog_mim_v08_0031.pdf
	frsbog_mim_v08_0034.pdf
	frsbog_mim_v08_0035.pdf
	frsbog_mim_v08_0036.pdf
	frsbog_mim_v08_0037.pdf
	frsbog_mim_v08_0038.pdf
	frsbog_mim_v08_0041.pdf
	frsbog_mim_v08_0042.pdf
	frsbog_mim_v08_0043.pdf
	frsbog_mim_v08_0045.pdf
	frsbog_mim_v08_0046.pdf
	frsbog_mim_v08_0047.pdf
	frsbog_mim_v08_0048.pdf
	frsbog_mim_v08_0050.pdf
	frsbog_mim_v08_0051.pdf
	frsbog_mim_v08_0053.pdf
	frsbog_mim_v08_0055.pdf
	frsbog_mim_v08_0056.pdf
	frsbog_mim_v08_0057.pdf
	frsbog_mim_v08_0058.pdf
	frsbog_mim_v08_0061.pdf
	frsbog_mim_v08_0062.pdf
	frsbog_mim_v08_0063.pdf
	frsbog_mim_v08_0064.pdf
	frsbog_mim_v08_0065.pdf
	frsbog_mim_v08_0069.pdf
	frsbog_mim_v08_0072.pdf
	frsbog_mim_v08_0079.pdf
	frsbog_mim_v08_0082.pdf
	frsbog_mim_v08_0083.pdf
	frsbog_mim_v08_0085.pdf
	frsbog_mim_v08_0086.pdf
	frsbog_mim_v08_0106.pdf
	frsbog_mim_v08_0109.pdf
	frsbog_mim_v08_0110.pdf
	frsbog_mim_v08_0112.pdf
	frsbog_mim_v08_0113.pdf
	frsbog_mim_v08_0115.pdf
	frsbog_mim_v08_0117.pdf
	frsbog_mim_v08_0118.pdf
	frsbog_mim_v08_0119.pdf
	frsbog_mim_v08_0121.pdf
	frsbog_mim_v08_0122.pdf
	frsbog_mim_v08_0123.pdf
	frsbog_mim_v08_0125.pdf
	frsbog_mim_v08_0127.pdf
	frsbog_mim_v08_0128.pdf
	frsbog_mim_v08_0141.pdf
	frsbog_mim_v08_0142.pdf
	frsbog_mim_v08_0143.pdf
	frsbog_mim_v08_0145.pdf
	frsbog_mim_v08_0146.pdf
	frsbog_mim_v08_0147.pdf
	frsbog_mim_v08_0149.pdf
	frsbog_mim_v08_0150.pdf
	frsbog_mim_v08_0156.pdf
	frsbog_mim_v08_0158.pdf
	frsbog_mim_v08_0160.pdf
	frsbog_mim_v08_0161.pdf
	frsbog_mim_v08_0172.pdf
	frsbog_mim_v08_0173.pdf
	frsbog_mim_v08_0174.pdf
	frsbog_mim_v08_0176.pdf
	frsbog_mim_v08_0178.pdf
	frsbog_mim_v08_0179.pdf
	frsbog_mim_v08_0180.pdf
	frsbog_mim_v08_0182.pdf
	frsbog_mim_v08_0183.pdf
	frsbog_mim_v08_0184.pdf
	frsbog_mim_v08_0185.pdf
	frsbog_mim_v08_0187.pdf
	frsbog_mim_v08_0188.pdf
	frsbog_mim_v08_0189.pdf
	frsbog_mim_v08_0190.pdf
	frsbog_mim_v08_0219.pdf



