EX OFFtio MEMBERS
——
CARTER GLASS
SECRETARY OF THE TREASURY
4 CHAIRMAN
JOHN SKELTON WILLIAMS
COMPTROLLER OF THE CURRENCY

ADDRESS REPLY TO
FEDERAL RESERVE BOARD

Subgect:

Dear Sir:- ’

Enclosure.
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ter to

FEDERAL RESERVE BOARD

WASHINGTON

February 25,1920,

Demand for Circulation. ’

Very truly yours,

Governor.

Ch2irmen of ail F.R. Banks.

190

W. P. 6. HARDING, GovErNoR
ALBERT STRAUSS, VICE GOVERNOR
ADOLPH C. MILLER
CHARLES $. HAMLIN
HENRY A. MOEHLENPAH

—
W.T.CHAPMAN, SECRETARY
R.G. EMERSON, ASSISTANT SECRETARY
W. M, IMLAY, FISCAL AGENT

X-1839

For #gur intormation there are enclosed nerewiih
x edpies of replies received from all Federal Reserve Banks
to the Foard's telegram of February 18th, asking to be
advised of conditions in the respective districts, which
have dbrought about the unusual demand for currency.



FEDERAL RESERVE BANK

BOSTON X-1839

February 18,1920

With reference to the telegram as to the causes of the wusual
demand for currency in this District at the present time. We nave
Just made en invesiigatiun vith representative banks in four »tates
and all of them {ell about the secme story.

First, payrolls representing ithe bulk of the outzoare neevier
than ever before,

Second, lozal retail trade has slacked ofr resulting in a less
amount of curreacy teing turned into the banus due to the severe
storm and the ciripoling of lecal transportation with the following
results. It has shut orf trade from surburben towns and even
slackened trade within the town and it has also held vp the supply
of goods ©to be s0ld so that in meny cases merchents are vnable tO supply
the demand. To swmracize, first, high woge scale with resulting
enormous payrolls, Second, unusual weather conditions ana crippled
transportation rescricting retail trace ara che process of turning
back currency from the pockets of waege earners to stores amd thence
to banks to be used over asgain.

F.H. Curtiss
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FEDERAL RESERVE BANK 482

OF NEW YORK X-1839
February 18,1920.

Your telegram of today asking about the causes for the increase
in the circulation of notes has been received. The following gives
the best information that is available at this time.

The circulation of Federal Reserve notes reached their maXimum on
December 24 last, when the total stood at $827,679,000. By Jenvary 15
the circulation had reduced to $755,268,000, the minimum for the year
thus far, From that time for about a week the circulation remained
approximately static, and sinse January 22 has bzen steadily rising, until
at the close of business yrsterday it stood at $813,283%,000. At present,
therefore, o¢ur circulation is $14,400,000 less then it was on December 24
last. The present figure is very close to that of January 2 of this year.

M increase in Federal Recerve note circulation on or about- January
22 is not abnormal for this bank. In 1918 the miniivm as shown in the
weekly statements was on January 1l and by Fsbruary 21 had increased about
$24,0004000: In 1919 the minimun figure shown in the weekly reports was
on January 31. It sterted to rise irmmediately thereafter and on February
21 had increased $19,0.0,000. The increase this year has been unusually
heavy up to this time and is variously accounted for.

Ve learn that there have been heavy shipmeats to Cuba, where United
¢ States currency is legal tender for the movement of the sugar crop. During
January the National City Bank shipped sbout $1,000,000 a week to Cuba,
and in February has shipped at the rate of about $1,250,000. The Natiunal
Park Bank has shipped about $2,700,000 to Cuba and is about vo ship $700,000
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 that this figure is in excess of $2,0.0,000 and
it suggests that the heavy storms requiring a large amount of day labor
throughout the state has swollen the amount of cash commonly required for
payrolls. Of course labor in this district, &s elsewhere, is very -enerally
employed, with resulting heav- demands for currency, but accurate statistics
covering the month of Febrvary have not been received, so that it is im-
possible to say whether increased employment accounts in any nmeasurable
degree for the expansion of our circulation.

OQur circulation of Federal Reserve Bank notes is now about 3$2,0C0, OOO
less than it was on January 2.
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X-1839

FEDERAL RESERVE BANK

PHILADELPHIA

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 infoimation obtainatle a portion of it is due to the
increased shipments to the coal regions, where we are told pay-
rolls are considerably larger than they were, on account of the
greater production of coal which the miaers ere getting out.

A large part of it is due {o the tying up of the country
on account of the snov sturms. Banks veport that very few notes
are coming back to them ard pay-rdlls continuve as heavy as ever
and they had to be met with new issues of notes. 4&s transpor-
tation improves receipis of rotes increase, and before long we
expect to have notes returned to us in lerge quentities.

The general increase in the activity in business also
possibly accounts for sowe of it.

R.L. Austin
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FEDER. 1. RECERVE BINK

CLEVETAND X-1839

Feb ruary 28,1920

Your telegram, the unusual demand for currency is on accomnt cf
increased pay-rolls. Qe member bank that has analyzed this demand
says that the pay-ro0ll dewmand: for Febrvary tenth for forty customers
was 100 percent greaisr than the saue date last year ard U0 percent
greater than the preceeding month of this year. This situvation is
believed to exist in manufaciuring centers throuvghout the district.

D.C. Wills

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

194



195

FEDER; 1, RESFHRVE BANK OF RICHMOED X-1839 .

February 18,1920,

We have your' telegrem advising that the Doard has roted the vnusual
demend for currency at this tine, as evidenced by increasing Federal Reserve
Note issues, and reqesting that we advise as nearly as possible the causes
producing this sitvation.

The issve of Federal Reserve Notes by this 3Bank since January lst does
not aprear to have been unusual., Taking figures from the Bank and deducting
from the Notes cutstanding the amount of Notes on hand by the Bank, there was

_outstanding on Decenber 23ra sdout 3149.395,000 of Federal Reserve Notes. The
amount gradually declined by Jamaary 25th to $131,60C,000, and has remained
at about this figure, or a litrle lowes, since that date, The net amount
outstending February L6tk wes $130,034,000, which is the lowest figure since
October 14, 19)G. These figures corresponi very closeiy with those for 1913,
the net amount outstanding on Fedruary 18, 1919 veing $13,025,000. '

Business has contiuved astive and hizh prices necessarily swelled pay-
rolls. Since Jemuary lst, we have paid out the following rouni amounts to
the points named :-

banks of -
Richmond, Va. : 43,089,000
Danville, Va 200,000
‘Norfolk, Va. 185,0C0
Newpoet News, Va. 1,005,000
Charleston, YW.Va. 265,000
Gary, V".Va, . 80,000
Charlotte, N.C. 292,000
wilpington, N.C, 208,000

Winston-Salem, N.C. _g%.%g%__
+ ' 0‘

None of these amounts sppear to be unusual, Shipments vo Vinston-Salem
probebly indicate large tobacce peyrolls or Government toxes. The shipments
to Newport News were largely, I am sure, for payrolls ot the Shipyard there.
Some of the amount, however, is due to requests from the beznks there to
strengthen their cash on hand, due to the excitement over the failure of the

Colonial State Bank at that poins.

%e should be glad to have any information which ¢he board way issue on
this subject, made up from reports of other banks,

Caldwell Herdy.
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FEDER.\T, RESERVE BANK

ATLANTA

X-1839

February 16,1920

Inswering your telegram this date, circulation Federal Heserve Notes
this district. Neturally our circulation should largely decrease. Total
issues here and a! braaches since January ist to date $17,400,000. In
this is included $4,500,00V0 issued by Treasuier United States Washington.
Redemptions $28,473,0C). ’»n this is included unfit all scurces through
comptrollers office $14%,37%,000. Net decrease in district $10,673,000.

£s to increases: étl:mta‘ta’,l%,ooo. Desire for new money replacing
worn bills. Redemption $7,550,000. New Orleens $u4,815,000. Mainly large
bills shipped to (uba, presumebly payment for sugar. Redemptions $3,850,000,

Nashville 1,470,000, Due largely to establishment branch and redeeming
unfit currency. In additicn to our recemptions, large redeiptions for
St.Louis district. Redemptioms $355,0L0. Birminghsmn2,4l0,0C0. Increased
activities iron and steel indusiry and larger payrolls. Pedemptions $1,215,000.
Jacksonville $1,580,000. Toarist travel Florida demancing new tills. Re-
dempticn $1,085,000. 4 ‘

Joserh A. McCord,
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FLUERAL {ESEJE BAVK ‘A x-183y
CHZCAGO
February 18,1%0 g

Re yours today on unusual demand for currsncy., In view of publicity
given to Reserve position enu newspaper comment taereon it would not be sur-
prising if hoarding were going on. However, there is as yet no substential
evidence of this., Quiet inguiry today with a number of leadiing bankers
develops all sorts of answers to your guestion, beginning with the usual .
high cost of living. It is a fact that every-one is carrying in his pocxet
two or three times as mvch cash s formecly. This is particularly noticeable
and comrented on in regard to tne wage earmer who vsualiy carries a pocketful.
Mother reason ziven for imrediate cause is that builuing operations have )
begun on a large scale in Cajicago ond all over the district, ard thas is
requiring a large adaitional amount of ready cash. It is probable that a
good many courtry banks heve becn building up their vault cesh in view of
the promised spe«dy supply or cars to move grain in this aistrict, which
supply, however, has not substmtially materialized, except in spous, ' It is
probably true, also, that coratry benks all over the district.are accurulating
additional cash in order to foriify themselves against the vnusually nurerous
and large land transacti.us vhich center about March first and which will
begin to be closed within the next few days. A large percentsge of these
transactins in couniry districts are made by actual cash instead of by checs
and no country banzer can dctermine accurately Just wiat the form or volume
of these tramsactions may assuse. The usual retum flow of curroncy from the
country has not this year be.n es large as usual for this season, whercas
the calls for currency are cuming from all over the district. Reports to
us from various sections indicave that March first trenssctions wili rum in
dollars from two to six times the ordinary axzount and the large city bankers
‘here say that advices from their cowntry correspondents inaicate about the sams
condition of affairs, .

mb AC &ath.
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FELER: & RESRAVE HANK X-1839
ST.LOUIS

Feb ruary 16,1520

I teg to acxnowleige receipt of your telegram of today reading as
follows:

"The Zoard has noted ike unusual demand for currency
at this time a» evidenced by increasing Federal Reserve
note issucs. Please advise as nearly as you can ihe
causes. which have produced this situation.®

The Federal Reserve Notes of this bank in actual circuiabiun.at the
close of business each Friday siunce Chrisimas were as follows:

Decerzier 26, 1919 3148,451.930
Jenvary 2, 1920 143,421,080
" 9, 19¢0 138, 126,819

" 1g; 1920 1»,&1 190

: <3, 1920 139.0*'9,)85
50,1920 - 134,707,830
Feiruary 9, 1320 : 1)'4 I-ih),loo
" 13, 1920 135,008,339

From the above, you will note that the smownt of Federal Reserve Notes
in actucl circuiation decreased from t148,u451,330. to 3136,958,335. on
‘February 13th. There was a steady decrease in circuiaiion until cthe last
of January. Since that tiwe, the circulation nas be:n incressing. The
reason for the unusual demand for currency at tnis time of the year in this
district is due in grest measure to increased building, industrial end
conimercial activities and the hi.gh cost of labor and materials.

'In ihe southern part of our district the weacther has recently peminted
the resumption of cotton picking, and this has stirulated the demand for
- Federal Reserve Notes. It seems that quite a good deal of last year's
cotton crop still remains unpicked in some sortiuns of our district, du.e to
the wet weather 1ast fall.

Vm. FeC. Martin,
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FEDER.\L FESERVE BANK

MINNEAPOLIS
X-1839

February 13,1520

Replying wire of today our note issues have remainea stationary
since February 1, and show a contraction of about 5 willion since
January first for like reriod one year ago contraction was 8 million
our high mark was 103,000,000 December 27th 1318 our high in 1919 was
97,000,000 on December 27. (ur present circulaiion over 5,040,000
below peak of 1319, In addition there has bsen not less than 25,000,000
dollars in gold coin, gold certificates, legels and silver certificates
retired in this Gisirict during 1919, Part of this money, especially
in the case of state bunis, has been repleced by our issves. 4s soun
as the railroads are abls to move grain more freely 1zom couniry points
there should be a ueavier demauad for currency but even with this demand
our-circulation shovld decrease due to the increased volume of notes
destroyed at Washangton. , . ’

Jchn H, Rich
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FEDERAL RESERVE BAITT
KANSAS CITY

X-1839

February 15,1920

Replying telegram regarding unusual demand for currency as evidenced
by increasing Federal Reserve Note Issue, you are advised that increase in
this district is slightly a2bove normal probebly cue to inabiiity of
borrowers to liguidate indcbteduness in wheat districts ca account of lack
of transportation facilities. Banks in packing house centers report large
yuentities used to meet packers pay-roll. One banker sugges®s that Federal
Reserve Currency is probebly being hoarced.

Asa E. Romsay
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FYDERAL RESERVE =4ANK
X-1839

Feoruary 19,1920,

As requested in your telegram of yesterday, and ccnfirming wive
acknowleagment of the same, I made some inquiry and investigatiocn of the
causes for the demands for curvency in this district. 1 presume your
message was sent to other Federal Reserve Agents, and as far as this
district is concerned that no unusual or extracrdinary demsnd for currency
caused the investigatica. As a matter of fact, I do not think the issue
of Federal Reserve notes, which this department has nade to the bank here
within recent weeks, or the demends upon the bank, which have been partially
met by other forms of currency, are indicative of amything but the seasonal
movement .

The bank has recently been shipping national bank notes, which 1t
received from member banks, to the United States Treasurer as a tramsfer
of funds, end has ret the demands of member banks with Federal Reserve notés.
This has caused a slight increase, and in eddition to this demand, we have
on a few occasions, recently, upon instructions to do so, requested the
Comptroller to deliver uctes direct to the United States Treasurer, against
entries in the latter's general account he:e.

Our attention is also directed, by the head of our Cash Division, to
the continued demand for currency at Wichita Falls and Shreveport, on account
of the necessity for large amovnts of funds to finance the oil activities
in those sections.

This office will keep in close touch with the situation and keep you
advised of any ummsual, or sbaormsal developmentse.

Chas. C. Hall
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FEDERAT, RESFRVE BANK £-1839

SAN FRANCISCO

February 18,1920

Your telegram date. In absence of Mr. Perrin beg to advise no increas?
in circulation Federal Reserve notes evidenced in this district since
first of year. Federal Reserve notes in actual circulation December 31,
1919 $242,462,000 gradually decreased from that time, until Feoruary nine,
when reached minimum for yeer of $222,077,000. Notes in circulation nave
now increased to $225,926,0C0, approximating $226,176,0C0 in circulation
on November 25, 1919. Gross amount Federal Reserve notes outstanding for
which Federal Reserve Agent liable have been constantly decreasing from
$279,419,000 on Jenuary 2nd, vo $262,572,000 on February 17th. Total
issues and re-issues by Federal Reserve Agent during this period $11,0€0,000,.
total redemptions including notes returnea to Feaeral PReserve Ageni
$2¢,939,000.

E.H.Tucker
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