
FEDERAL RESERVE BOARD. 

Statement for the Press : ^ 

Release simultaneously with 
re lease of Annual Report to 
be submitted to Congress 12 
o 'clock noon, February 8, 1919. 

The Annual Report of the Federal Reserve Board for the 
calendar year 1918, as submitted to Congress today, has been prepared in 
much greater d e t a i l than here tofore and gives a most complete s tory of 
the nat ional f inancing during the l a s t and most important year of the 
Great War* 

In submitting the report the Board says; 

"In meeting the emergencies occasioned by the war, Governments 
everywhere have been compelled to make unprecedented d r a f t s upon 
t h e i r na t ional incomes and resources. With the grea t nat ions en-
gaged in a death grapple, preservat ion of na t ional l i f e has been 
the supreme objec t , Most d i f f i c u l t questions of f i nanc i a l exped-
iency have been presented to finance minis te rs in deciding upon 
the most avai lable and e f f e c t i v e means of mobilizing nat ional 
resources* The decis ion once made, i t became the duty of a l l 
separate adminis t ra t ive agencies concerned with f i s c a l or banking 
funct ions to cooperate in giting e f f e c t to p o l i c i e s adopted, and i t 
was in t h i s s p i r i t of cooperation tha t the Federal Reserve Board 
f e l t i t to be iit^s duty to a s s i s t in making e f f e c t i v e the po l i c i e s 
determined upon by the Secretary of the Treasury, however inconsis-
t en t some of the s teps necessary to be taken might be with p r in -
c ip les which usual ly govern in normal t imes. The demands ef war 
are imperative and must be met without delay, and in f inaning the 
t i t a n i c s t ruggle happily ended by the armist ice l a s t November, f i r s t 
considerat ion could not always be given to what was t h e o r e t i c a l l y 
d e s i r a b l e ; o r convenient from the standpoint of banking p r a c t i c e . 

The f i n a n c i a l obl igat ions of the Government are being met, the 
war has been won, h o s t i l i t i e s have been ended, and representa-
t i v e s of the United Sta tes and the a l l i e d powers arc now in 
conference regarding terms ofpence. The country i s confronted, 
i t i s t r u e , with the problems incident to the demobil izat ion of 
t roops , the readjustment of p r i ces , and^the d ivers ion of industry 
from war a c t i v i t i e s to the employments of pfc&ee* Wu are approach-
ing an era of general readjustment and resumption of cons t ruc t ion 
at home, and of recons t ruc t ion abroad, but the terminat ion of the 
war at a time f a r in advance of popular expectat ion has minimized 
instead of magnified our nat ional problems. We should have been 
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confronted wi th then in any event whenever the war temin&fca$,Laad 
t he Government has not been required to withdraw from t h e i r ordinary 
employment the 2,000,000 or more of ran i t was prepar ing t o wi th-
draw in September l a s t , nor i s the country faced wi th the necess i ty 
of equipping then, and of maintaining overseas m i l i t a r y and naval 
fo rces f o r a year or more of 4*000,000 to 5,000,000 men* The 
expenditures of $25,000,000,000 t o #30,000,000,000 which had been 
an t i c i pa t ed f o r the year 1919 w i l l bo g rea t ly reduced* and ins tead 
of sending new men to the f ron t tho Government i s b r ing ing back 
a large po r t i on of the forces which i t .'bad been maintaining abroad* 

country ' 
"Within a few months the :• war f inanc ing w i l l havo been 

completed, and t he Board can then cieal with the problems incident 
to b r ing ing our c r e d i t s t ruc tu re and our banking operat ions back 
to a commercial b a s i s . Our banking s i t u a t i o n i s s trong and inher -
en t ly sound, and i s much stronger than would have been tho case had 
the war continued for another year . 

"On December 31 the Federal Reserve Banks held a reserve of 
about 50 pe r cent against t h e i r combined l i a b i l i t y f o r deposi ts and 
note i s sues , and i f the reserve against deposi ts be computed ..on the 
bas i s of the l ega l requirement of 35 per cent , the reserve against Fed-
e r a l Reserve notes would be 60 per cen t . The a b i l i t y of the country to 
absorb investments has proved to bo f a r g rea t e r than had bean an-
t i c i p a t e d , and our c r e d i t s t r u c t u r e , although expanded, is unshaken. 
We have no currency problems, and condit ions are not comparable 
with those which exis ted a t t h e close of the Civ i l War, and while the 
volutes of c i r c u l a t i o n i s l a rger than i t has been at any per iod in our 
h i s t o r y , there has bean no depreciat ion in the gold value of our cu r -
re toy , every form of which i s on an absolute p a r i t y with gold* True, 
the purchasing power of money has decl ined, but t h i s i s duo to 
the abnormal and urgent demands fo r goods and services and the 
accompanying expansion of credi t and currency. The q u a l i t y of our 
currency has been maintained; the re is a s ingle s tandard of p r i c e s 
which -j® based upon the lolla-r, and not a double standard, one 
based upon the gold do l l a r , and the other upon the paper d o l l a r , 
as was the case during and a f t e r the C iv i l War. The increased v o l -
ume of Federa l Reserve notes has been an incident or an e f f e c t of 
expansion of c r e d i t s , r a the r than the cause of such expansion,"and 
the condi t ions which r e s u l t e d in addi t ions to the coun t ry ' s gold 
stock of more than #1,000,000,000 during the years 1915 and 1916 have 
changed. 

"With the development of our foreign, t r a d e , with increased sh ip-
ping f a c i l i t i e s , and wi th the g r a n t i n g of c r e d i t s to other nat ions 
t o a id them in t h e i r work of r econs t ruc t ion and to enable us to s e l l 
them goods, a new inf luence w i l l be f e l t in due coursw* which w i l l 
work towards the r e s t o r a t i o n of more normal l e v e l s . Banking c r e d i t s , 
which are not extended beyond our power to s u s t a i n then , but which 
are at present concentrated in t h i s country, w i l l become more widely 
d i f fu sed throughout the world and the e l a s t i c q u a l i t y of our cur-
rency, the main cons t i tuen t of which i s now the Federal Reserve 
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note , w i l l soon be manifes t , as indeed i t has already been evidenced 
in some degree by the ret i rement of approximately $200,000,000 of 
notes since the c lose of the yea r . " 

In t h i s connection, a t t e n t i o n i s ca l led to the fac t t h a t , while the 
minimum reserve agains t Federal Reserve notes required by law i s 40%, as 
a matter of f a c t , t h i s reserve has not f a l l e n below 60%, and t h a t , while the 
maximum of Federal reserve notes in c i r c u l a t i o n during t he year waa 
$2,701,956,000, the 60% gold "reserve (which otherwise would have been in 
c i r cu l a t i on ) held against such notes was $1,621,173,000, so tha t the ac tual 
increase of c i r c u l a t i o n due to Federal Reserve notes amounted t o but 
#1,080,783,000. 

•'An obl iga t ion" , says the repor t , " r e s t s upon the American 
people to a s s i s t the Government in the completion of i t s f i nanc i a l 
program and to absorb the s e c u r i t i e s which have been and are yet t o 
be issued. This absorption can be accomplished by reasonable economies 
and by p e r s i s t e n t saving for some time to come, and i t w i l l be the duty 
of the Federal Reserve Board and of the ha.n>s in the meanwhile t o a id 
in t he extension of c red i t f a c i l i t i e s , necessary in the processes of 
production and d i s t r i b u t i o n 

That the. Board i s not unmindful of the many elements of danger lurking 
in forced and premature cont rac t ion of c r ed i t and currency i s !' shown 
by the following ext rac t from i t s remarks: 

"Drastic cont rac t ion would be followed by r e s u l t s no l e s s 
d isas t rous than those which would a t tend undue expansion, and the 
processes of d e f l a t i o n must t he re fo re be permit ted to work them-
selves out in a gradual and orderly manner. Discount r a t e s , 
which f o r the past . 18 months have been based upon the r a t e s borne 
by Government i s sues , must f o r the time being continue t o be 
f ixed with regard to Treasury requirements, but when the war 
obl igat ions of the Government have been digested, and. the invested 
a s se t s of the Federal Reserve Banks have been res to red t o a com-
mercial bas i s , r a t e s can be established, with reference to the com-
mercial requirements of the country. 

"The Board i s profoundly conscious of the r e s p o n s i b i l i t i e s 
imposed upon i t by the Federal Reserve Act, and during the per iod 
of readjustment and afterwards as progress is made in the r e -
establishment of peace condi t ions , i t s purpose w i l l be to exerc ise 
i t s cont ro l of our c red i t s t r u c t u r e in such manner as best to 
promote t he na t iona l we 1 f a ro , the a g r i c u l t u r a l , i n d u s t r i a l , and 
commercial i n t e r e s t s of the country, and the development of our 
fo re ign t r a d e . " 
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Some conception may be had of the g rea t service rendered by the 
Federal Reserve Systen to the Government in i t s war f inanc ing in not ing 
the fol lowing statement of t he f i s c a l agency operations of the Federal 
Reserve Banks: 

"A t o t a l of $11,1.13,816,250 of bonds of t h e t h i r d and £>urth 
Liberty loans, and ^10,659,743,000 of Treasury c e r t i f i c a t e s of 
indebtedness issued in anbicipat ion of these loans, of the f o r t h -
coning f i f t h loan, and of 1918 and 1919 tax r ece ip t s have been 
subscribed, a l l o t t e d and co l lec ted through the 12 Federal Reserve 
Banks, 

"Including operations in 1917, c e r t i f i c a t e s of indebtedness 
and Liberty bonds subscribed fo r and co l l ec ted through the Fe.leral 
Reserve Banks have amounted to *31,452^290,250, composed of 
$14,529,708,000 of c e r t i f i c a t e s and #16,922,582,250 of Liberty bonds." 
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In an i n t e r e s t i n g chapter deal ing with the development of the 
market for bankers acceptances the Board gives a f u l l explanat ion of the 
reasons fo r the variancebetween the London and Hew York market r a t e s , p o i n t i n g 
out tha t while the London market r a t e has been lower than t h a t in New York 
the o f f i c i a l (Federal Reserve Bank) r a t e has been 4-1/2 % as agains t an o f f i c i a l 
(Bank of England) r a t e of 5/L 

Opening the chapter r e l a t i n g to i t s discount po l i cy , t he Board saysr 

! The discount policy of the Board has necessa r i ly been coordinated 
throughout the year with Treasury requirements ard po l ic ies ,which 
in turn have been governed by demands made upon the Treasury for 
war purposes. All l i n e s of business a c t i v i t y have been subordinated 
to war n e c e s s i t i e s ; more than two mi l l ion men have been under arms 
in France, another mi l l ion at s t a t ions and t r a in ing camps i n t h i s 
country, half a mi l l ion more were in the Navy, making more than 
th ree and a half mi l l ion men ac tua l ly under arms; and i t i s e s t i -
mated t h a t the labor of f i f t e e n mil l ion more has been devoted to 
the production, manufacture and d i s t r i b u t i o n of commodities and 
mater ia l required in the conduct of the war• The Government has 
been the p r inc ipa l purchaser and consumer of goods, as well as the 
chief employer of labor, and the f inancing of the Government t he re -
fore has been of importance from a commercial as well as 
a p a t r i o t i c point ofvicw. 

The r a t e s of i n t e r e s t borne by the Treasury c e r t i f i c a t e s of indebted-
ness and by the Liberty loan bonds have been determined by the 
Secretary of the Treasury within the l i m i t s f ixed by Congress,and 
the Board h a s f e l t i t to be i t s duty to ad jus t i t s discount r a t e s 
in such manner as to a s s i s t the d i s t r i b u t i o n of the various Treasury 
issues > 

The Board has the re fo re continued the pol icy , as explained in the 
l a s t annual r epo r t , of giving a p r e f e r e n t i a l r a t e of discount to 
notes made or of fered by member banks secured by the Government's 
war ob l iga t ions , and has continued to yg îffcit the Federal Reserve Banks 
to discount for nonrnemberbanks , upon the indorsement of a member 
bank* notes secured in t h i s manner.11 

The following statement i s quoted as i l l u s t r a t i n g the manner in 
which the System has f u l f i l l e d i t s mission in making funds ava i l ab le as needed 
throughout the country by means of rediscounts and sa les of paper between Federal 
Reserve Banks; 

"Transactions oi t h i s character between the Federal Reserve Banks 
have been unusually heavy during the past year , due to th ree causes 
named in the order of t h e i r importance; Fir-st, t r a n s f e r s of Govern 
inent funds; second, jo in t purchases of bankers1 accept-
ances; and t h i r d , seasonal requirements incident to crop moving. 
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The Board's po l icy has been to equalize> in an approximate degree, the re -
serves of the 12 Federal Reserve Banks with the purpose of avoiding undue varia-
t ions in t h e i r reserve posi t ion* Discount t r ansac t ions between the banks have 
not, as a ru l e , been negotiated by the banks themselves, but through the medium 
o^the Federal Reserve Board, ins t ruc t ions being given by te legraph, and t rans fe rs 
incident to the operat ions were e f fec ted in the same way. 

Open-market purchases of bankers acceptances have shown a very substant ia l 
growth. Investments in paper of t h i s c lass reached a maximum of $388,383,000 
on October 25. The principal market for acceptances ^ New York, although an 
open market for them has been establ ished in Boston under the auspices of the 
Federal Reserve Bpnk there. The Federal Reserve Banks of other d i s t r i c t s have 
found i t more convenient to pa r t i c ipa t e in the purchases of acceptances made by 
the Federal Reserve Bank of New York, and some of the banks have undertaken to 
take care of the acceptances or ig inat ing in t h e i r own d i s t r i c t s which are sold 
in the New York market, Voluntary t ransact ions between the banks in acceptances 
have been permitted without the indorsement of the Federal Reserve Bank se l l ing 
them, but in a l l cases where the Board has required rediscount operations the 
indorsement of the bank disposing of the paper has been given, 

Rediscounting because of seasonal or crop-moving requirements has been 
confined to f ive banks- the Federal Reserve Banks of Kansas City, Minneapolis, 
Dallas , Atlanta , and Richmond- but i t i s probable tha t none of these banks would 
have had occasion to rediscount except for the fac t t ha t they were discounting 
heavily for member banks paper secured by Government ob l iga t ions . Transactions 
in paper of t h i s c lass have been so heavy and t r a n s f e r s of balances from one 
d i s t r i c t to another so constant tha t the process of rediscounting between banks 
has been continuous through the greater par t of the year. 

All of the banks have disposed of paper except the Federal Reserve Banks 
of Cleveland and San Francisco. Rediscount operations between the Federal Re-
serve Banks, including voluntary purchases of bankers1 acceptances, during the 
year, have aggregated $655,638,000, as shown in d e t a i l in the following t a b l e : 
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INTERDISTRICT fOVEIENT OF BILLS DISCOUNTED OR PURCHASED BY FEDERAL RESERVE BANKS 
DURING THE PERIOD FROM JAM. 1 TO DEC. 31, 1918, 

(IIn thousands of d o l l a r s ) 
* 

Acceptances Direc t 
purchased for purchases of I n t e r d i s t r i c t 
account of acceptances in movement of 

Rediscounts and sa les between other Federal other f ede ra l discounter an 
Fede r a l Re sex' 70 Banks, Reserve Reserve purchased ; 

Banks. d i s t r i c t s . paper. 

Federal Dis- : Excess Excoss Amount 
Reserve Redis- : counted : of redis-* of dis- Amount pur- Market Excess Excess 

Bank, counted : or pur- ; counts counts pur- chased in Pur- move- move-
of sold : chased : and ana pur- chased f o r ac- which chasing ment ment 

by - : by - : s a l e s . chases . by - count of pur- bank. from - t c — 
• • chased . 

Boston 120,29 7 19,898 100,399 1,907 2,057 15,503 92,046 
Ne v York 180,901 67,681 113,220 174,860 41,634 329,714 
Phi lade lphia 50,149 66,365 16,216 18,949 21,397 56,562 
Cleveland 137,115 137,115 65, 628 5,014 207,757 
Richmond 69,063 331 68,732 68,732 
At l an ta 75,293 2, 514 72,779 57 72, 722 
Chicago 9,984 195,398 185,414 1,093 3,685 190,192 
S t , Louis 12,500 9,051 3,449 2,770 679 
Minneapolis 24,996 99,462 74,466 6,384 2,057 82,907 
Kansas City 8,530 25,047 16,517 11,047 27,564 
Dallas 103,925 8,242 9 5, 683 1,283 265 94,135 
San Francisco 34,534 24.534 68.512 93,046 

Total 655,638: : 655,638; : 454,262 : 454,262 : 174,860 : 174,860 : 43,691 : 43,691 : 658,026 : 658,028 
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The following brief t ab le quoted in the Report gives a graphic p ic ture 
of the e f f e c t of two years of war f inancing upon the Federal Reserve System. 
I t w i l l be seen t h a t the enormous needs of the country, both f o r m i l i t a ry 
and comrercial purposes, have been provided fo r , while the System's surplus 
over required reserves has been lowered only by $17,400,000. 

(In mi l l ions of d o l l a r s ) 
Apr.5-6 Deo,27, Increase . 

. 1917 1918 

Total cash reserve 962.7 2,146,.2 1,183.5 
Total ne t deposit and Federal Reserve*1> 136.8 4 ,238.1 3 , i o ; . 3 

( not • e l i a b i l i t i e s 
Total required reserve . . . . . . . 416,7 1,617.6 1,200.9 
Reserve percentage . . 84,7 50.6 34.1 
Total earning a s s e t s , 225.6 2,318,2 2, 092 . 6 
Free Gold 546.0 528.6 17.4 
Federal reserve notes outs tanding. , 400.7 2,855,6 2,454.9 
C o l l a t e r a l : 

outs tanding. 

Required paper „ . . . ( a ) 22.3 . ( b ) l , 567 .3 l j 545.0 
Gold • (e) 373,4 (d) i ,288-3 849.9 

Note i ssue power . . . . -1, 365.0 1,321.5 43.5 
(a) 6 per cent (b) 55 per cent (c) 94 per cent (d) 45 per cent 

The mater ia l changes in the items comprising resources and 
l i a b i l i t i e s of the Federal Reserve Banks from March 30,1917 (which 
date was pr ior to the dec la ra t ion of war and a lso before the ac t was 
amended on June 21,1917, which changed reserve requirements by providing 
t h a t a l l reserves of member banks be carr ied with the Federal Reserve 
Banks), t o December 27,1918, were: 

_ _ ( in mi l l ions of d o l l a r s ) 

Resources Increase 
1.Cash; 

Gold . . 1,152 
Legals and s i l v e r 4.7 

2. B i l l holdings: 
Discounts-
War paper. . . . 1,400 
Other discounts 283 

Acceptances, . . 219 

1,199 

1,902 
3. Government s e c u r i t i e s 

Long term 
Short term . . . . . 264 

4. Warrants, (a) 16 
5. Float 171 
6. 5 per cent redemption 

fund agains t Federal 
Reserve tank n o t e s . . 6 

7. All o ther resources , net 17 

L i a b i l i t i e s 
Capital 
Surplus . 
Deposits: 

Government 43 
Member bank . . . . . 867 
Foreign Government. . 
( and other c r e d i t s 107 

Increase 
25 
1 

1,017 
Federal Reserve notes 2,328 
Federal Reserve bank notes 117 
All other l i a b i l i t i e s , n e t 

including 1918 net earnings 55 

Total 3,543 

Total 3_J>43 
(a) Decrease Digitized for FRASER 
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Figures showing the earnings and expanses of the severa l Federal 
Reserve Banks f o r 1918 have already been made publ ic . The aggregate net 

earnings were $55,446,979, while the average r a t e of earnings f o r the year , 
based on t o t a l invested a s s e t s , was 4,12%. I t i s i n t e r e s t i n g t o study the 

* t a b l e of changes during the year in the several c lasses of earning a s s e t s 
held by the banks, v i z : 

(In thousands of . .dollars) 

Jan. 4, Dec' ' Increase. 
1918, 1 9 1 8 ' 

B i l l s discounted: 
"""Secured by Government war ob l iga t ions : 

Customers' paper 145,208 363,025 217,817 
Member banks' c o l l a t e r a l notes 140.711 1,037.346 896 .635 

Total 285,919 1,400,371 1,114,452 

otherwise secured and unsecured -
Agricultural paper 7,901 29,384 21,483 
l ivestock paper 8,601 27,334 18,733 
Ifember banks' c o l l a t e r a l notes 61,110 21,616 > (i)39,494 
Trade acceptances -

In the fore ign t rade ) „ , q ( 27) 
In the domestic t rade , ) ' ( 15,959) ' 

At 1 o ther , n . s 247. 513 208.247 (1139.266 

Total 339,894 302,567 . ( i)37,327 

Total discounted b i l l s 625,813 1,702,938 1,077,125 

Bills bought inoopen market: 
Eknkers1 acceptances -

1 In tSa foreign t rade 180,609 129,162 • (i)51,447 
In the domestic t r ade 82,867 166,493 83,626 
Dollar exchange b i l l s 1.850 79 6 (i ) 1.054 

Total 265,326 296,451 31,125 

Trade acceptances -G 
In the foreign t rade 5,516 3,843 (i ) 1,673 
In the domestic t r a d e . 49 6 3.379 2.883 

Total 6,012 7,222 1,210 

Total b i l l s bought in open market . 271,338 303,673 32,335 

UHited S ta tes Government long-term .jrr 
s e c u r i t i e s 51,167 28,869 (i )22,298 

United Sta tes Government shor t - te rm 
s e c u r i t i e s 92,058 282,677 190,619 

All other earning a s s e t s - 5,167 13 ( i) 5.154 

Total earning a s s e t s 1,045,543 2,318,170 1,272,627 
" (i)Decrease* Digitized for FRASER 
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* » A t t e n t i o n i s d i r e c t e d t o the f a c t t h a t "of the t o t a l of 
$897,151,000 b i l l s d iscounted and bought, as shown by ' the s t a t e -
ment of January 4 ,1918, $285,919,000, or 5 1 . 9 ^ t h e r e o f , c o n s i s t e d 

of paper secured by Government war o b l i g a t i o n s , the ba lance 
being o the r n o t e s and b i l l s r ed i scoun ted f o r member banks, 
$339,894,000, and b i l l s and accep tances purchased in the open 
market $271,338,000. The t o t a l of paper secured by Government 
war o b l i g a t i o n s h e l d by the Federa l Reserve Banks on December 

27, was $1,40 0 ,371 ,000 . " 

The r e p o r t d e a l s in d e t a i l with the o p e r a t i o n s of the 
va r ious d i v i s i o n s of the Board 's work. That bea r ing on the work 
of the Div is ion of Foreign Exchange, under the a d m i n i s t r a t i o n 

of Di rec to r F . I . Kent, i s p a r t i c u l a r l y i n t e r e s t i n g . This x 

d i v i s i o n , a c t i n g in co-opera t ion with a l l o ther i n t e r e s t e d 
departments and bureaus of the Government and through i t s c lose 
r e l a t i o n s wi th the p o s t a l and cable ownerships, has served the 
twofold purpose of s topping t r a n s a c t i o n s t h a t would have b e n e f i t e d 
enemies or a l l i e s of enemies and of accumulating a va s t s t o r e 
of va luable s t a t i s t i c a l m a t e r i a l bear ing on the t rend of b u s i n e s s 
throughout the world. 

The Report rev iews a t l eng th the s u c c e s s f u l working of a 
p lan of d a i l y s e t t l e m e n t s through the Gold Set t lement Fund, 

mainta ined at Washington*. I t says tha t 

"Combined c l e a r i n g s and t r a n s f e r s t h r o u g h ' t h e 
fund during the year 1918 aggregated §50,242,592,000, 
a s compared with $27,154,704,'000 in 1917, $5,533,966,000 
in 1916, and $1,052,649,000 in 1915, making a grand 
t o t a l of $83,983,911 f000 s ince the ope ra t ion of the 
fund was begun Kay 20,1915. A comparison of the amounts 
of the average weekly s e t t l e m e n t s shows c l e a r l y the • 
growth of the volume of t r a n s a c t i o n s . 

Average weekly volume of c l e a r i n g s ard t r a n s f e r s : 
1918, July 1 to Dec. 31 . . . . . . . $1 ,064 ,596 ,000 
1918, Jan . 1 to June 30 . . . . . . . 966,203,000 
1917 . . . . . . . . . . . . . . . . 522,206,000 
1916 . . . . . . . . . . . . . . . . 106,422,000 
1915 . . . . . . . . . . . . . . . . 31,898,000 
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Analys i s of t h e p r i n c i p a l t r a n s a c t i o n s growing 
out of the Government 's f i n a n c i a l program, and of 
the t r a n s a c t i o n s through the gold se t t l emen t fund 
s ince the d e c l a r a t i o n of war, Apr i l 6, 1917, shows 
t h e impor tant p a r t the fund has played in f i s c a l 
agency o p e r a t i o n s , f o r through i t the Treasury has been 
enabled to t r a n s f e r , wi thout the a c t u a l hand l ing 
of cash, v a s t sums from d i s t r i c t s where they bad 
accummulated to o ther d i s t r i c t s where funds were 
needed t o meet d isbursements , the time consumed in 
t r a n s f e r s being measured in minutes i n s t e a d of days ." 

The e f f i c a c y of t h i s up to date method of s e t t l i n g ba lances 
between v a r i o u s s e c t i o n s of the country has l e d the Board to suggest 
the p o s s i b i l i t y of an i n t e r n a t i o n a l gold fund , based upon a s i m i l a r 
p r i n c i p l e . The Beard says: 

"The s u c c e s s f u l opera t ion of the gold s e t t l e m e n t fund 
has suggested t h e p o s s i b i l i t y ox avoiding shipments 
of gold from one country t o another in s e t t l emen t of 
ba lances a r i s i n g out of o rd ina ry commercial t r a n s a c t i o n s , 
and the Board i s ready , if au tho r i zed to do so, to 
undertsk e n e g o t i a t i o n s looking to the establishment, 
of an i n t e r n a t i o n a l gold exchange fund , or t o a s s i s t 
in any way in i t s -oower in n e g o t i a t i o n s which may 
be begun bv a Government department looking t o tha t 
end. The Board r e a l i z e s t h a t the s u c c e s s f u l ope ra t ion 
of a p lan of t h i s kind i s dependent u ion t h e s t a b i l i t y 
of the governments concerned, and b e l i e v e s t h a t d e f i n i t e 
p lans can not pe rhaps be worked out u n t i l a s t a b l e peace 
has been a s su red . The Board would po in t out the im-
por tance of excluding a l l t r a n s a c t i o n s a r i s i n g from 
the adjus tment of war o b l i g a t i o n s and of l i m i t i n g the 
work of the fund t o c u r r e n t commercial and exchange 
t r a n s a c t i o n s . The gold depos i t ed in a government bank 
or banks should be in the n a t u r e of a s p e c i a l or t r u s t 
f und , and a l l n a t i o n s p a r t i c i p a t i n g should d e p o s i t 
t h e i r p roper p ropor t ions of gold . Assuming t h a t t h e 
lead ing n a t i o n s of the wor ld w i l l be a t peace f o r a 
long pe r iod of yea r s , t he r e seems to be no reason why 
an i n t e r n a t i o n a l arrangement of t h i s kind should not 
opera te as e f f i c i e n t l y a s our own gold s e t t l emen t fund , 
which has c l e a r e d enormous t r a n s a c t i o n s between d i s t a n t 
s e c t i o n s of a country of vas t a r e a . The saving of l o s s 
and expense i n c i d e n t to ab ra s ion and t r a n s p o r t a t i o n 
charges and i n t e r e s t on gold t r a n s f e r r e d w i l l be 
enormous, and the advantage t o the commerce of the 
world w i l l be i n c a l c u l a b l e . I t w i l l p r o b a b l y be neces sa ry 
m the beginning t o l i m i t p a r t i c i p a t i o n in the f u n d 
to the Uni ted S t a t e s and the e n t e n t e a l l i e s , and to 
a few of the l ead ing n e u t r a l n a t i o n s , but i t i s con-
ce ivab le t h a t a l l c i v i l i z e d c o u n t r i e s may e v e n t u a l l y 
be p a r t i c i p a n t s . " 
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