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R. G. EMIASON, AIIIITANT SICIITART 

W.M.IMLAY, FISCAL AtiOT 
FEDERAL RESERVE BOARD WASHINGTON 

SubJect: Demand for Circulation. ' 

Dear Sir:-

FQ+ iQVr i.ll1'9n~Mtf.Qn \Oere a&·e ervuosed aerewiY:I. 
cQ:pies of replies t"eee5..ved frOJrt all Federal ieservv 1lanks 
to the :SOard 1S;; t.e.legram of Februar~ lith, asking to be 
advised of conditions in the res pee tive districts • which 
have brought aboat the unusual demand for currency. 

Very ~ruly yours, 

Enclosure. 

Governor .. 

latter to Chai noen of ·all F. R . Banks • 
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1EDEil. AL RESERVE B.A~JK 

J:lOSTON X-1339 

Feb :ruary 13, 1920 

With reference to the telegram as to the cau::;es of c;he unusual 
demand for cuxorer.cy in this District at the present, tirr.e. He :nave 
JUSt made an investigai:.ion vith representat::.ve bonKs in fuur ..,ta.tes 
and all of e1em tell about '.:.he s;:-me sto:-y. 

First, payrolls r0presenting the bulk of the outgo art: nec,vier 
than ever before~ 

Second, lo~al retflil traCLe has alackect ofi resultint:'> in a less 
amount of curn::ncy ·be.l.!~g tu~"'rl.ed into the ban.._~s ciue to the severe 
s torrn and the c:.:-ipphng of local transpO!'tation vvi th the follovving 
results. It has shw.t urf trade from ::;ttrbur'ban tmms and even 
slackened tracie within the town and. it has also held vp 'che supply 
of goods to be solJ. su thrtt in manv case<> merchants are \.nable to suppl.f 
the demand. To SU:;Y,~a.fize, first, t•:i.gh Nr<ge scale with resulting _ 
enormous payrolls. Second, l).DLJ.~;ual >veat.her .conditions nnei crippled 
transportation res cricting retail traC:.e :::cnCl -:,he process of turning 
back currency from the poc~ets of vwge earners to stores ani thence 
to banl:~s to be used oYer again. 

F .H. Curtiss 
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F.EDERA L RE~ERVE BANK 

OF NEW YORK X-1839 

February 18,1920. 

Your telee;ram of today asking about the causes for the increase 
in the circulat:l.on of notes has been received. The following give$ 
the best information that is available at this time. 

The circulation of Federal Reserve notes reached their maximum on 
Decernber24last, when the total stood at $827,679,000. By January 15 
the circulation had. redur-ed to $755,2bS.ooo 1 the minimum for the year 
thus far. From that time for about a week the circ1;.J.a.tion remained 
approximately- static, and sin-;e ,January 22 has baen steadily rising, until 
at the clo.se of busi.nes s y~s terc.ay it stood at $Sl.3 ,285:000. At present, 
therefore,· our circulation. is S14,L~oo,Ou0 less than it was on December 24 
last. The present figu>."'e is ver-y close to th.'lt of .Tanllary 2 of this year. 

J.n increase in FEdel:al Re~:>erve n.ote circulation on or about- January 
22 is not abnormal for this bank. In 1918 the minimvrn as shown in the 
weekly statement~ was on January ll and. by February 21 had increased about 
$24,000tOOO, In 1919 the minimum figure shown 1n the weekly reports was 
on January 31. !t s·terted to Hse imrtediate.L•r thereafter and on February 
21 had increased tl9 1 UGO~ooo. The increase this yenr h~ been unusually 
heavy up to this time and is variously accounted for. 

We learn that there have been heavy shipments to Cuba, where United 
States currency is legal tender for the movement of the sugar crop. During 
Jenuary the National City Bank shipped about $1,000,000 a week to Cuba, 
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and in February has shipped at the rate of about tl,250,uOO. The Nativnal 
Park Bank has shipped about $2 1 700,000 to Cuba arld is about r.o ship $7uu,ouo 
more. The Guaranty Trust Company has also made shipments to Cuba for the 
same purpose, but in smaller amounts.. We understand also that some of the 
New York banks have been shipping currency in amounts ranging around $200,000 
to Florida, but probably the aggregate effect on our currency expansion 
has not been great from that cause. A third factor is the amount of cash 
used for paying laborers engaged in snow removal. I am informed by the 
City Department of Finance r.hat this figure is in e;;cces::; of $2 ,o..-o ,000 and 
it suggests that the heavy stonns requiring a large amount of day labor 
throughout the state has swollen the mnount of cash commonly required for 
payrolls. Of cO'I.\rse labor in this district, c-,s elsewhere, is very 6 enerally 
employed, with resulting heav·.r demands for currency, but accurate statistics 
covering the month of Febrv.ary have not been received, so that it is im­
possible to say whether increased emplo3IDent accounts in any rr.easurable 
degree for the expansion of our circulation. 

t:Alr circulation of Federal Reserve Bank notes is now about $2,000.000 
less than it was on J a:nu.ary 2. 

Shepard Mortian. · Digitized for FRASER 
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FEDEP.AL RESERVE BPNK 

PHI L.ADELPHI.A 

February 19, 1920 

In reply to your telegram inquiring as to the cause of the 
large increase in issue of notes, we beg leave to· say that from 
the best infonnation obtainable a portion of it is due to the 
increased shipments to the ~oal regions, where we are told pay­
rolls are c~1siderably larg~r than they were, on accovnt of the 
greater produ.ction of coaJ. which the miners are getting out • 

.A large :part of it ts due to the t,:ting up of the country 
on account of th.e sno'v s t<.•rm.s. Banks report. that very few notes 
are coming back to them ar.d pay--r~Jlls cuntim:e as heavy as ever 
and they had to be me~ with new issues of .notes. As transpor­
tation improves receipt:s of notes increase, anci before long we 
expect to have notes returned to us in large (1\.~.an;;,i ties. 

The general increase in the activity i.n busines::; also 
possibly accounts for some of it. 

R. L •. Austin 

i.93 
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FEDErt··l· RE.JERVE Bl'NK 

CLEVELAND X-1639 

February 2.3,1920 

Your telegram, the unusual demand for currency is on acconnt cf 
increased pay~rolls. ar~e memller bank that has analyzed this c'J.emand 
says that the pay-·:tOH demand· for Feb::'l)a;·.r tenth for fo:::-ty customers 
was 100 percent grea<,sr than. the same date lo.st year and. 40 percent 
greater than the pr"'3Ce8d.ing month of this y0ar. This sitt.:.ation is 
believed to exist i:r1 ma:r:~trt'ae;r,ring centers thror·.ghou.t the dist:·i:;t~ 

:U .C. Wills 
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X-lo39 . 

February l8 ,l~o • 

. 
We have your telegram advising that the Doard bas noted the unusual 

demand for curremy at this tih.e • a.s evidenced by increasing Federal Reserve 
Note is.aues, and req,uesting tba.t we advise as nearly as possible the causes 
producing this si tvation. 

i.95 

The issue of Federal Reserve Note~::~ by this Ban!t since January lst does 
not appear to have been unusua?.. Ta.Jd.ng figui'es from the hank ani deducting 
from the Note~::~ cu.tst1lndi.ng the atnount or Notes on hand by the Bank, there wa.s 
outstanding on De~cm~er 23:-a. ~o,.tt $149.396,ovo of Federal Rese1 .. ve Notes. The 
amount gradua.l!y decl;ned ~Y Jerrua.ry 25th to SlJl,Wc,OOO, and has remaineci 
at about this fig•~re, o~ a ]it-rle lowe.r 1 since that date. The net amount 
outstanding Feb:11ary l6tt. wr.s !':130,034,000, which is che lowest figure since 
October 1~, 1919.. Th&se f-':.~ures correspooi veri' close~y with those for 1919, 
the net amount outst:m.di.ng c,n Je'nuary l8, i9l9 being $13(.:,~5Jouo. · 

Business has coutiHPeJ. a::t.1ve 8D1 hi~h prices ne.:assa.rily ~welled pay­
rolls. Since Januar:r l::;t, ~e have paid o1.1t tJ't..e follMng rouni amounts to 
the points named:-

banks of-
Ricbmom, Vd.. 
Danvil)e, Va. 
Norfolk, Va. 
NeWl'oet Ne;.vs, Va. 
Charleston, ''·'[a. 
Gary, tt.Va. . 
Charlotte, N.C •. 
WillpiJliton, N.C. 
Winston-Salem, N.C. 

!53 ,059)000 
300,000 
lf55,UCO 

lt OC>5 , OC.O 
26b,OVO 

80,000 
291.,0\JO 
2Qs,OOO 

l.QV5..&YO 
$6,1192, 000 

None of these amounts appear to be unusut>.l. Shipments to \!ms ton-Salem 
probably imicate large tobacco payrolls or Government t~es. The shipments 
to Newport News were largely, I am sure, for payrolls at the Shipyard there. 
Some of Q1e amount, hOWiever, is due to reques"s from the ·oaruts there to 
strengthen their cash on h<md.J dae to the excitement over the failure of the 
Colonial State Barut at that po5.nt. 

v:e should be glad to have any information which !he ])oar<l mat issue on 
this tHibJect·, made up from reports of other banks. 

Caldwell Hardy. 
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X,...lS39 

February 15,1920 

mswering your telegrAm tJlis date, ei.rculation ~deral ·Reserve Notes 
this 4istriet. Nat,v-ally our circulation should largely decrease. Total 
issues. bere and at brancbe$ s;.nce January ls t to date $17 ,&>0,0\j(). In · 
this is included •$4,000,()4)0 issued by Treasu&--er t!nited States WasbingtCil. 
Redemptions ~28,473,00".. J:n this is included unfit all sources through 
coq,trollers offi~.e ~14,}7~,000. Net decrease in district $l0,67J,OCJO. 

:l96 

J.s to increases: Atl..:mta.'t2, 195,000. Desire for new money replacing 
worn bills. Redeuption $7 ,55Q,()(A). New Orleons $4,815,000. Mainly large 
billa shipped to ~ba, prssvmably pa,ment for stlgar. Redemptions $},890,000• 

Nashville 1,470,000.. Due l~rgely to establishment ~ranch am redeeJDin& 
Wlfit currency. In ad-iitic.n to our red81J!Ptions, largo rede&Jptions for 
St.Louis district. Redemptii)Xls $355,ow. BirmiJ)gham"''2,6l!o,oco. Increased 
activities iron and steel industry am larger payrolls. P.~emptions ~l,215,00C1 • 
Jacksonville $1,6so,ooo. TQ>..trist travel Florida demandin& new bills. Re­
deq>ticn $1,085,000. 

JoseP1 A. M::Cord, 

• 
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CB!CtGO 

Re yours today ClD unusual U.emand for curr-3DC)'.. In VJ.ew of publicity 
given to Reserve position en\i nevrapaper canment tnereon it would not be aur­
prising if hoarding were going on. However, there is as yet no substantial 
evidence of this.. ~et inquiry tcxlay with a nWDber of lead~ bankers 
develops all sorts of answrs to y\lW' question, beginning with tbe usual 
hi&h cost of liv~. It is a fact that every-one is carrying in· hii:J pocut 
two or three times as mvch cash e.s forme.t:"ly. Thia is particularly noticeable 
and c0111nented on in regard to the W&i!J eamer wb.o v.sualJ.y carries a pocxetful. 
lnotber: reason given for i.Dmediate cause is that bld)Aing operations have 
begun on a large scale ~n Chicago end all over the clis tric t, ani thl.s is 
requiring a large adAiti~Jnal amc.•unt of readY, cash. .It 1s prolJ~le 'Gba~ a 
good mBnl' cOl.Ztt:Y baruts lw.ve l?ecn bUilding up their vault Qa.&h in view of 
the promised spet3ds SllpplJ 03;' cars to move .srain in t.bis a.istrict, which . 
supply, however • has not su~st:m.tially materiali~ed, e~ept in spo'Gs• · It ls . 
probably true, also, t~at c01·ntr, bsnks all over the district.are acc1£UlatiD& 
additioDal cash in order to fortify themselves age.ins~ the m1lsually nwr.eroua 
and lar&e laDd transaeti•.it:.s \o'hich center aqout March first anci · .vbic~ will 
begin to be closed within the l'lKt few da.18• A large ~rcentage of tbese 
transactiJm> in count:-y districts are made by .actual cash instead of by ctleCJL 
and no country barurer· can dvtermine accurately .laSt wl.t.at tho fonn or volume 
of thea~ transactil.lJls ma¥ as.:;lUB. The Ui!ual Nturn flO\v of currancy from the 
country. bas not thu year be,;.n. as large as usual for this season, where~ 
the calls for currtJncy are ccnrd.ll6 frc:~m· all over the district. ~urt~t to 
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us from variOWI s~tiuna indictl.~ that March first transactions will run in 
dollars from two to six times the ordinary ~unt ali the large ·ci t7 ban4ers 

·here say that awJ.Vices from their country correap~nts ixla.ica.te about the same 
condition of affairs. 

Wm.. A. Jfeath .. 
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S'l'.LOUIS 

February lo, 1:;20 

I t.eg to acknowlE;;lge ruceiiit uf you-: tt;tle6ra:n of toda,y reading as 
follo~~: 

"'Fne au8rd has noted the unusual demand for currency 
at this t~ ~ E;Vicienced by. increasing Federal Rt:;.etVe 
note iso~s.. ?lease advise as nearl;r as you can '.;he 
causes. which have l>~"oduced this situation•" 

The Federal Reserve Notus o! this banit in &ctual circulahivn.at the 
clolie of busiues:> each irMo.y s1.l£Cd Cbristmao \te:r~ as follows: 

Decero:i.e( 26, · .1919 
Je.nvary 2, 1920 

. II 9. 19C:CI 
!I lb; 1920 
II 231 192() 
+ )0,1920 

·ret. ruary ti, 1920 
.. 13. 1920 

~11+8,451.930 
143 ,tt} 1)080 
1.38, .,2o,a1; 
l)o,.&:1, 19v. 
l} .oif9,585 
13(::o7, ~30 
1)4,4!,ij,1Co 
135,606,335 

From the abov~ • JCHJ. '-fill not.e thtit tho e.mount oi Federal Rese.rve Notes 
in actue.l circulation <iecreased t rom ·t-l~.~oS,451,9)0. to ~136; .568.335. on 
February 13th. 'rhere \ias a ::.teody decrease in circulation un~il ~e last 
of January. Sinee th!l.t tUi:e, the· cirCulation hat~ be ~n increasing. The 
reason for the unuuual daman<l for currency a.t tnis tiT~ of the yt3ar in this 
district is due in. great measure to increased build1n&1 industrial and 
commercial· activities am the high coet of labor and r.oaterials. 

•• + + 

. . 
'In the southern part of our district ·;;he wea~her has recendy permi11ted 

the res~ti.on of cotton picking,· and this ha:: stir:lulated the decond for 
·Federal Reserve Notes. It seems that 'lui te a good deal of last 1Car 's 
cotton crop still reJJla.irus unpicked in somE< ::orti(Jns of our district, du.e to 
the wet weather last fall. 

VIm. tltC. Martin. 
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Jm>ER:.t f:.ESERVE ll.:.NK 

X-1839 

F~bruary l~,l92fJ 

Replying wire of today our note issues have remainea. atationary 
since February l, and sh0;1 a contraction of about 5 hlillion since 
January first for like pri<Xl. o-M year aao contraction was 8 million 
our high mark was 103 1000,0()(; December 27th 1918 ot.tr h16}1 in 191~ was 
97,000,000 on December 27. fur present circulation over 5,vvo,ooo 
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below peak o-1 1919. In t~~.dd.S.tion theN bas b9en nut less than 25,0vv,000 
dollars in gold coin, golct certificates, legal::) a:Xl silver certificates 
retired in thi& Ca.istrict during 1'19. Part of thl.s money, especially 
in the ease of state b~:mks, has been replaced by our is bees. J.Et soon 
as the railroEds a::e abla to move grain more freely fran country points 
there should be a .a.eav~.er d~ for currency but even with this demand 
our·eircu1ation sbon1d decreose due to the increased volume of notes 
destroyed at WaSL1ngton. 

John B .. Rieb 
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l{EDEF.AL RESERVE BAl"JK 

IU3S..AS CI 'rY 

X-1839 

Fecruc..ry 16, 1:320 

Replying telegram regarding unusual demand for currency as evidenced 
by increasing Federal Reserve Note !Bs,.te, you are advised that increa::;e in 
this district is slightly ~.bove nor:nal. :probably ci.ue to inability of 
borrowers to liq'l::i.da.~e indebtedness in wheat distx'icts o.'l account of lack 
of transportation faclL.ties. :Banks in :packing house centers report large 
':luanti ties used to meet r3.ckers pay-rolL One ·bank£ r sug;es ts that Federal 
Reserve Currency is prob.s;.b:ty being hua:nied • 

.Asa E. Rarcse.y 
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X-1&39 
J).AI.i.AS 

]'eb ntary 19 , 1920. 

As requested in your telegram of yesterday, and. ccnf:l.rm:i.!'l.g wi.re 
acknowleo.gment of the same, I frt.<;l.de some )nquiry and investigaU')n of the 
causes for the d.em<mds for cur:;.~ency in this dist:rlct. 1 presume your 
message was sent to other Federal Retierve .Agents 1 and as far as th.1s 
district is concerned that no u.nu:ona.l or extraordinary d.emsnd for. cvrrency 
caused the inveo tiga.tion. As a matter of fact, I cio not think tl~e i.sb\!e 
of Federal Re!:ierve not.es, which this de-nartment has n:aile to t.l.1e bank here 
within recent weeK-s, or ·the demands lJ.po~ the bank, which have been pa~tially 
met by other forms of currency, a.re indicative of anythin6 but the seasonal 
movement. 

The bank has recentJy he an shipping national bank notes, which it 
received from member banks, to the United Stat.es 'I'reaburer as a transfer 
of funds, and has r.:e t the demands of zrember banks with Federal Reserve notes. 
This has caused a sl:i.ght increase, and in addition to tbis demand, we have 
on a few occasions, recantly, upon instructions to do ~:;o, req1.~ested. the 
Comptroller to del:i.ver. notes d5.r-e~t to the l::.1:i.ted States Treasurer, against 
entries in the latter's gene raJ. account he:·e. 

Our attention is a~.so directed, by the head of our Cash Division, to 
the continued demand for currancy at Wichj_ t,,3. Falls and Shreveport, on account 
of the necessity for large amovnts of f'I.Jnda to finallce the oil ac.tivit:i..es 
in those sections. 

This office will keep in close touch with the situation and keep you 
advised of any un1_1sual, or ab~1ormal developments .. 

Chas . C. Hall 
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FEDERAI, RESF;VE BM~K X-1839 

SbN FRMJCISCO 

1i'cb ruary 13,1920 

Your telegram date. In absence of Mr. Perrin beg to advise no incree:tsa 
in circulation Federal Reserve notes evidenced in this district since 
first of year. Federal R~serve notes in act•J.al circulation Decer:.ber 31, 
1919 $242,48:: ,OUO gradually decreased from that t.in:e, uncil Feoruary nine, 
when reached minimvm for yee.r cf $222,077 ,QUO. Notes in circulation uave 
now increased to $225,926,000, approximating $226,176,000 in cL:·culation 
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on November 25, 1913. GI"Of>s amoHnt Federal Reserve notes out~standing fo:c 
which Federal Reserve Agent liable have been constantly decreas1ng from 
~79,419,000 on January 2nd, ·co $262:672,000 on F'ebruary 17th. Total 
issue~ and re--is::;ues by Federal Reserve Agent during this period $11,060,000,. 
total redemptions including notes returnea to Feaeral Reserve Agent 
$23,939,000. 

E. H.Tucke:c 
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