STADPIZLANT FOR THS PR2ISS

For immediate rclease Junuary 7, 1919.

. The Federal hZeserve Board today announced that its Januury Bulletin had
baen completcd and sent to the printer. The issue vill furnish a gencral re-
view of the cﬁndition and progress of the Federal Rescrve System curing the
past year. It also contains some discussion of the present gold situation of
the world, and of the United States in particular, accompanicd by compilutions
of statistics désigned to show the present gold position of the Zuropean bunks
ond particularly of the Federal Reserve system. The generul position taken oy’
the Board is thut financial and cconomic conditions are now in a transition
stage from a war to a peace basis and during this pcriod there should be ex-

- treme caution and a continucd application of thrift and co.uservation principles.
With rcference to gold it is pointed out that the restorution of a free gold
market under proper conditions ot cs carly a date as may be feasible is
strongly to be desired and it points out some of thoe preblems that must be
solved in this connection.

In outlining the development of the Rescrve system curing the pust yecor,
the Board says that ™the increuase in the power of the Fodoral osirve oystom
and its enormous increasc in assets during the year 1918 hes been in no small
degree the result of the iucrcease in membership. The system toduy numbers
approximately 8,700 institutions, of which 936 are bperating under State
charters. This great acgregate of banks and trust compunics possesses re-
sourccs umounting to over 27 billions ($27,253,000,000) and unguestionubly
represants about 75 per cent of the total assets of the commercial bunks in
the country. Stronz interest is being exhibited by nationzl institutions in

the exercisc of fiduciary powers which the .ict of September 26, 1918, vermits
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thec Tederal Reserve Bourd to grant them. Some of ;he largest and strongest
banks of the country arc now cquipping themsclves to perform such scrvices
heretofore chiefly left tb trust compconies. On the other hand, many of the
Stutc bank amd trust company members of the system which originully entered
it largely from patriotic motives are begiiniig to develop portifolios of com-
mercial paper eligible for discount and to broadem the scopc of their com-
mercial activities. The situation points to thc groduzl ovolution cf a more
or less homogeneous and uniform type of banking irstitution, irrespective of
whether such institution be organized under actional or Stute churter. The
Board thenr calls attention to the rapid deVQlopment dur i:y; the past month
seen in the taking over of fiduciary powers by national barks in New York_under
4 licenses grantcd to them pursuant to the terms of the Federal Reserve act.

;V In sketéhing the situation of the Federal Rescrve systcm as a whole with
special reference to the gold position of the country it is noted that for five
weeks ending December 27th, the barks! gold reserves show a further gain from
2,060.3 to 2,090 ﬁillions, and their net deposits a decfeuse from 1,632.8
to 1,552.9 ﬁillions. Pederal Reserve notes in cetual circulastion increascd
during the five woeks from 2, 555.2 to 2,685.2 millions, or at the rate of 26
millions pecr week, as against an averuge of 10.5 millions for the preceding
five weeks. The ratio of cash resecrves to aggregate net deposits and Federal

»  Reserve note 1liabilities fluctuated but slightly.during the period cend on

December 27, stood at 50.6 per cent compared with 50.5 per cent on November 22.
During the month ending Decomber 10, the net inward movement of gold was

%1,230,000, as compared with a unet outward movement of 2,517,000 for thc

month ending November 10. ' | .

Golad imports for the month, umounting to ¢2,412,000 came largely from

Canada, licxico, and Portuguesc Afric&,'while gold cxports totaling 1,132,000
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- The gain in the country's stock of gold since auzust 1, 1914, was
. &

$14071,0669,000 as may be scen from the following exhibit:

GOLD ILIIPORTS AND 2XPCRTS
(000 omitted)

sxcess imports

- A il
Imporss  Zxports over cxports

(2]

K Aug. 1 to Dec: 31, 191% 23,253 104,972 (1) 21,719

Jan. 1 to Dec. 31, 1915 451,955 31,426 420,529
Jan. 1 to Dec. 31, 1916 685,745 155,793 529,952
Jan. 1 to Dec. 31, 1917 553,713 372,171 131,542
Jan. 1 to Dec. 10, 1910 61,066 39,701 21,342

Total 1,775,732 704,003 1,071,069

(1) cxcess of exports over imports.

.

Cunliffe
In taking up the gold situation it is noted that the so-called

Committee which recentiy issued a report on the carrency ond the foreign ex-
change situation in Great Britain has advocated the continuved rctention of

gold in bank vaults instead of its use as a hand to hand circulaﬁing rmedium.
It is pointed out that the United Stetes hus lony cmployeld this same geuncral

cxpedient, except thut it retained in circulation paper represcntatives of

gold (gold certificates)‘which during the war have now becn practically with
'drawn, so that it likewise is practically employing .a fiduciary circulation
based on gold, the metal itself being accumulatcd us reserve. On this point
the Board says, "ia large absolute supply of gold docs not appear to be neces-
sary to the successful maintenance of the gold standard if a country occupics
the position of a barking creditor holdins a large volume of forcign bills

and has an cfficient banking syston. In the United States today, both gold
and gold certificates have largely disappecared from circulat fen and the ro-

miining currercy in the hands of the pcople now consists largely of Federual

»

- Rescerve notes, national bank wotes, and Federal Reserve bank notes.!
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"hne question of a free gcld market is then considered,and it is shown
thet while early resumpiion both of frec movements of old and of the control
of such movements by changes in the discoant raté ¢re desirable, the restora-
tion cf such a markceh is necessarily dependent to some oitent upon the demands
of foreign countrics while the rcsumption of actual-control of ¢old mevements

‘ is ccnditioned
and cxchange rales through variation of the rate of discount/upcn the fiscal
policy of the nation. It is stated that "should the financing of foreig
requirements become a matter of private banking arrangements, the coutrol of
£0ld movements and exchange rates would assumg a new phase."

The cxistence of a generally inflated condition of credit and prices
throughout the world is 2gain noted and attention is called to the fact that
thus far there has beem little change in the price level. Efforts of busincss
men to stabilize prices can only temporarily have thc effect of tending to hold
prices up to theif present level. 4 rcturn toward the old level c¢f prices
will occur when normal industrieal conditions and the free iunternational
movement of the precious metals have been re-cstablished.

The Bulletin contains elaborate tabulations showing the prescnt zold
position of the world and also the change in the status of the United States

as an international creditor, due to its large holdings of sccurities pur-

chased or absorbed during the war.
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