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For immediate r e l e a s e January 7, 1919. 

The Federa l lie servo Board today announced t h a t i t s January B u l l e t i n had 

been completed and sent t o the p r i n t e r . The i s sue w i l l f u r n i s h a g e n e r a l r e -

view of t h e c o n d i t i o n and p rogress of the Federal lie serve System dur ing t h e 

pas t y e a r . I t a l so con ta in s some d i s c u s s i o n of the p r e s e n t go ld s i t u a t i o n of 

the world, and of the United S t a t e s in p a r t i c u l a r , accompanied by compi la t ions 

of s t a t i s t i c s designed t o show t h e p re sen t go ld p o s i t i o n of t h e European banks 

and p a r t i c u l a r l y of the Federa l Reserve system. The gene ra l p o s i t i o n taken oy 

the Board i s tha t f i n a n c i a l and economic cond i t ions a re now i n a t r a n s i t i o n 

s tage from a war to a peace b a s i s and during t h i s p e r i o d t h e r e should be ex-

treme c a u t i o n and a cont inued a p p l i c a t i o n of t h r i f t and c o n s e r v a t i o n p r i n c i p l e s 

With r e f e r e n c e to gold i t i s p o i n t e d out t h a t the r e s t Drab ion of a f r e e gold 

market under p roper cond i t i ons at as e a r l y a date as may be f e a s i b l e i s 

s t r o n g l y t o be d e s i r e d and i t p o i n t s out some of the problems tha t must be 

so lved in t h i s connec t ion . 

In o u t l i n i n g t h e development of the Reserve system dur i rg the p^s t ye~r, 

the Board says t h a t " the inc rease in t h e power of the Federa l Reserve cystom 

and i t s enormous inc rease i n a s s e t s during the year 1910 has been in no small 

degree the r e s u l t of t h e inc rease i n membership. The system today numbers 

approximately 0,700 i n s t i t u t i o n s , of which 936 are ope ra t i ng under S t a t e 

c h a r t e r s . This g r ea t aggregate of banks and t r u s t companies possesses r e -

sources amounting t o over 27 b i l l i o n s ($27,250,000,000) and unques t ionably 

r e p r e s e n t s about 75 p e r cent of t h e t o t a l a s s e t s of t h e commercial bunks in 

the count ry . St rong i n t e r e s t i s be ing e x h i b i t e d by n a t i o n a l i n s t i t u t i o n s in 

the exe rc i s e of f i d u c i a r y powers which t h e .iCt of September 36, 1918, permi ts 
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the Federal Reserve Board to grant them. Some of ;be l a r g e s t ana s t ronges t 

banks of the country are nor; equipping themselves to perform such se rv ices 

he re to fo re c h i e f l y l e f t to t r u s t companies. On the other hand, many of the 

State bank and t r u s t company members of the system which o r i g i n a l l y entered 

i t l a rge ly from p a t r i o t i c motives are begi^niiig to develop p o r t f o l i o s of com-

mercial paper e l i g i b l e f d r discount and to "broaden the scope of t h e i r com-

mercial a c t i v i t i e s . The s i t u a t i o n poin ts to the gradual evolut ion c£ a more 

or l ess homogeneous and uniform type of banking i n s t i t u t i o n , i r r e s p e c t i v e of 

whether such i n s t i t u t i o n be organized under na t ional or S ta te c h a r t e r " . The 

Board ther: c a l l s a t t e n t i o n to the rapid development during the pas t month 

seen in the tak ing over of f i duc ia ry powers by na t iona l barks in New York under 

l icenses granted to them pursuant t o the terms of the Federal Reserve Act. 

In sketching the s i t u a t i o n of the Federal Reserve system as a whole with 

specia l re fe rence t o t he gold p o s i t i o n of the country i t i s noted t h a t for f i ve 

weeks ending December 27th, the banks' gold reserves show a f u r t h e r ga in from 

2,060.3 t o 2,090 mi l l i ons , and t h e i r net deposi ts a decrease from 1,632.8 

to 1,552.9 m i l l i o n s . Federal Reserve notes in ac tual c i r c u l a t i o n increased 

during the f i ve weeks from 2, 555.2 to 2,685.2 mi l l i ons , or at the r a t e of 26 

mi l l ions per week, as against an average of 10.5 mi l l ions f o r the preceding 

f ive weeks. The r a t i o of cash reserves to aggregate net deposi ts and Federal 

Reserve note l i a b i l i t i e s f l uc tua t ed but s l i g h t l y during the per iod and on 

December 27, s tood a t 50.6 pe r cent compared with 50.5 per cent on November 22. 

During the month ending December 10, the net inward movement of gold was 

#1,230,000, as compared with a net outward movement of y2,5l? ,000 fo r the 

month ending November 10. 

Gold imports for the month, amounting to ^2,412,000 came l a rge ly from 

Canada, llexico, and Portuguese .ufr ica , while gold exports t o t a l i n g <*>1,132,000 

were consigned c h i e f l y to Chile and Mexico, 
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The gain in the count ry ' s s tock of gold since August 1, 1914, was 

$1,071,669,000 as may bo seen from the following exhib i t ; 

GOLD EJPORTS AND EXPORTS 
(000 omitted) 

. ^ Excess imports 
6 Imports Exports o v Q r e x p o r t 3 

Aug. 1 to Dec'. 31, 1914 23,253 104,972 (1) 01,719 
Jan. 1 to Dec. 31, 1915 451,955 31,426 420,529 
Jan. 1 to Dec. 31, 1916 605,745 155,793 529,552 
Jan. 1 to Dec. 31, 1917 553,713 372,171 101,542 
Jan. 1 to Dec. 10, 1910 61,066 39,701 21,342 

Total 1,775,7.32 704,063 1,071,669 

(1) Excess of exports over imports. 

Ounl i f fe In taking up the gold s i t u a t i o n i t i s noted tha t the so - ca l l ed 

Committee which recent ly issued a repor t on the currency and the fo re ign ex-

change s i t u a t i o n in Great B r i t a i n has advocated the continued r e t e n t i o n of 

gold in bank vaul t s ins tead of i t s use as a hand to hand c i r c u l a t i n g medium. 

I t is pointed out t h a t t he United Sta tes hus long employed t h i s sane general 

expedient, except tha t i t r e t a ined in c i r c u l a t i o n paper r ep re sen ta t i ves of 

gold (gold c e r t i f i c a t e s ) which during t he war have now been p r a c t i c a l l y with-

drawn, so t h a t i t l ikewise i s p r a c t i c a l l y employing a f iduc iary c i r c u l a t i o n 

based on gold, the ne ta l i t s e l f being accumulated as r e se rve . On t h i s point 

the Board says, "A large absolute supply of gold does not appear to be neces-

sary to the success fu l maintenance of the gold s tandard i f a country occupies 

the pos i t i on of a banking c r ed i t o r holding a large volume of fo r e ign b i l l s 

and has an e f f i c i e n t banking system. In t he United S ta tes today, both gold 

and gold c e r t i f i c a t e s have la rge ly disappeared from c i r c u l a t i o n and the r e -

maining currency in the hands of the people now cons i s t s l a rge ly of Federal 

Reserve notes , na t iona l bank notes , and Federal Reserve bank n o t e s . " 
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The quest ion of a f r e e gold market is then considered,and i t i s shown 

that \7hile ea r ly resumption both of f r e e movements of gold and of the con t ro l 

of such movementa by changes in the discoant r a t e are de s i r ab l e , the r e s to ra -

t i o n of such a market is necessar i ly dependent t o some extent upon the demands 

of fore ign countr ies while the resumption of actual control of gold movements 
is conditioned 

and exchange r a t e s through v a r i a t i o n of the r a t e of discount/upon thr- f i s c a l 

pol icy of the na t ion . I t i s s t a t ed that "should the f i nanc ing of foreign-

requirements become a matter of p r iva te banking arrangements, the con t ro l of 

gold movements and exchange ra t e s would assume a new phase ." 

The exis tence of a genera l ly i n f l a t e d condi t ion of c r e d i t and p r i ces 

throughout the world is again noted and a t t e n t i o n is c a l l e d to the fac t that 

thus f a r t he re has been' l i t t l e change in the p r i ce l e v e l . E f f o r t s of business 

men to s t a b i l i z e p r i ces can only temporari ly have the e f f e c t of tending to hold 

pr ices up to t h e i r present l e v e l . A re tu rn toward the old l eve l cf p r i ces 

w i l l occur when normal i n d u s t r i a l condit ions and the f r e e i n t e r n a t i o n a l 

movement of the precious metals have been r e - e s t ab l i shed . 

The Bu l l e t i n contains e labora te t abu la t ions showing the present gold 

pos i t ion of the world and also the change in the s ta tus of the United Sta tes 

as an i n t e r n a t i o n a l c r e d i t o r , due t o i t s large holdings of s e c u r i t i e s pur-

chased or absorbed during the war. 
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