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COPY-
FEDERAL RESERVE BOARD .

’ March 27, 1920.

Subjcct: Reply to Senate Resolution No. 328.

Sir: -
On March 8, 1920, the Senate adopted the following rcsolution:

"RESOLVED that the Fedcral Reserve Board be
and is hereby directed to advise the Scnate what
is the cause and justification for thc usurious
rates of interest on. collatcral call loans in the
financial ccnters, under what law authorized, and
vhat steps, if any, are requircd to abatc this
condition." '

In rcply the Board desires first to invita attention to the
following tables showing discount and interest rates prevailing in
various centers in all Federal rescrve districts during the two
thirty-day pcriods ended January 15, 1920, and Fgbruaery 15, 1920.

It will be scen from these tables that the maximun and minimum rates
on demand loans sceurcd by collatcral are approximately the same as
thosc for camercial paper in all citics cxccpt Boston and New York.
Thile the legal ratc of intcrest in llassachusctts is 6%, highecr con-
tract ratcs arc authorized, and conscquently the 6% limitation is
occasionally excecded.

(Tables referred to appear on pages 286 and 287
of Federal Rescrve Bulletin for Ilarch 1920.)

The only financiel center in this country in vhich thorc is
maintained a call moncy markct of national importancc is New York
City, end whilc thc ratcs charged therc on call loans arc frequently
in cccess of the legal rates allowed for cammcrcial paper, they arc
not "usurious" under thc laws of thc State of New York, which spccif-
ically cxempt collatcral call loans from the 6% limitation vhich lend-
cers must obscrve on othcr loons on pain of incurring the penalty pre-
scribed for usury. Scction 115 of thce Banking Law (L.1914, Ch. 369;
Consol. L. Ch. 2) providcs thet upon advanccs of moncy rcpayable on
demand to an amount not lcss than $5,000 made upon warchousc reeeipts,
bills of lading, ccrtificates of stock, etc., or othcr ncgotiable in-
struments as collateral, any bank may rcccive and collect as compcense-
tion any sum which may bc agreed upon by the partics to such trans-

» action. The scction rcads:
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"Sec.115. Intercest on collateral demand loans of not
less then five thousand dollars.

"pon advances of moncy rcpayable on demnd to
an amount not less than five thousand dollars made upon
warehouse rcecipts, bills of lading, certificates of
stodk, certificates of deposit, bills of exchange, bonds
or other ncgotiable instruments, plcdged as collateral
sceurity for such repayment, any bonk may receive or
contract to receive ond collect as compensation for making
such advences any sum which may be agrced upon by the
parties to such transaction.”

Section 201 of the Banking Law, identical in language with

Section 115 above quotcd, makes the samc provision in the casc of col-
lateral loans by trust companies. In the Gencral Business Law (L.1909,
Ch. 25; Console L.Ch. 20} there is the following gocncral provision of

, a like. charactor: ’

rermitted
"Scc. 379. Intcrest/on zcdveonces on collateral sceurity.

In any casc hercafter in vhich advances of moncy,
repayable on demand, to any amount not less then five thous-
and dollars, arc made upon warchousc rcceipts, bills of lading,
certificates of stock, certificates of deposit, bills of ex-
changc, bonds or other ncgotiable instruments pledged as col-
lateral sccurity for such ropayment, it shall be lawful to ro~-
ceive or to contract to receive and collect, as compensation
for moking suéh advanccs, any sum to be agreced upon in wrlting,
by the parties to such trangaction.®

National Bank Act.

The Netional Bank Act provides that national banks may receive

- and chorge on any loan or discount interest at the ratc allowed by the
Jaw of the State, territory or district vherc the bank is locatede.
The applicable provision recads:
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"Limitat ion upon rate of intercst vhich may be taken.

422. Sec. 3197.~ Any association may toke, rcceive,
reserve and charge on any loan or discount made, or upon any
note, bill of exchange, or other cvidences of debt, interest
at the rate a2llowed by the lavs of the State, Territory or
District vherc the bank is located, ond no more, oxcept that
where by the laws of any State a different rate is limited for
bonks of issue organized under State laws, the rate so limited
shall be allowed for ossociations organized or cxisting in any
such State under this Title. Vhen no rate is fixed by the laws
of the State or Territory or District, the bonk may take, re-
ceive, rescrve, or charge a rate not cxceeding seven per cemtum,
and such interest mey be token in advance, reckoning the days
for vhich the notc, bill or other evidencc of debt has t0 run.
And the purchase discount, or salc of a bona fide bill of




C B | X-1875

exchange, payablo at another place than the place of
such purchasc, discount, or sale, at not morc than the

' currcnt ratc of cxchange for sight drafts in addition
to the intercst, shall not be considercd as taking or
rceeiving o greater rate of intcercst.!

It will be obscrved thoet the offcct of the foregoing provisions
' is to authorizec in the State of New York on collatcrel call loans of
not less than 5,000 rates of intcrcst which mey be in cxcess of those
rermitted for loons of other character, and that such higher rates are
not prohibited os usurious.

As to thc “ceusc and justification" of the high ratcs of interest
wvhich it thus appears mey legolly be chorged on collateral call loans in
ew York, and as to the "steps *** pcquired to abate this condition',
there is, as is well knowm, o wide diffcrence of opinion among porsons

, who have given thought and study to the question. Indced, broad and
fundamental questions of general cconomic and social policy are involved -
in the lost anclysis, the vhole question of the ubility of speculative
declings in sccuritics ond commoditics on orgenized exchanges is in-
volved; and more irmediatcly, the question of the methods and practices
of the lcading spcculative merkets of the country, margining, stock
monipulation, and kindred motters also susceptible of abusc. As to
these the Board has ncver hod occasion officially to form an opinion;
the Federal Rescrve Act shecifically precludes the purchasc or dis-
count by Pederal rescrve bonks of "notcs, drafts or bills covering
merely investments or issucd or dravm for the purposc of carrying or
trading in stocks, bonds, or other investiment sccuritics, cxcept bonds
and notes of the Govermment of the United States'. The Board could
not underteke to form a judgment upon the mattcrs above referred to
without study oand investigation of such o comprehensive noture as would
scriously interfere with the conduct of its regular vork and which, had
the Board the rcauisite authority, would rcquire the services of experts
and cssistonts for the cmployment of which the Board docs not feel au-
thorized to expend funds accruing from statutory asscssments on the
Federal reserve banks for the purnose of defraying the ordincry ex-
penscs contemplated by the Federcl Reserve Acte.

There is submitted as an appendix hercto a2 menmoraondwn prepared
for the information of the Board by the Federal Reserve Agent in lew
York, cxplaining in general the naturc and operation of the New York
call noney market and causcs of high and fluctuating rates for call
moncy in that center,.

Respectfully,
 TsP.G.Harding

Governor.

. The President of the Senate.
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THE NEV YORK CALL MOIEY MARKET

Definition of Call Loans.

Collateral call loans, in the general acceptation of the
term,. are made chiefly in New York City, which is practically
the only important call money market in the United Statese.

They are loans which are payable on demand of the lender with-
out previous notice, secured by the pledge of investment se~-
curities, i.e. stocks and bonds, generally those which are dealt
in on the New York Stock Exchange. . The interest rates on these
loans, as on other classes of loans, are on the basisb.of a rate

per annum.

The BOrrowers.

The loans are made for the most pért to houses which are
members of the Stock Exchange and the monéy s0 borrowed consti-
tutes a portion of the funds employed ordinarily in purchasing
and carrying securities for their“customers and sometimes for

themselves.,

Ths Lenders.

The principal suwplies of money for collateral call loans

are loanable funds of banks and barkers located both in and cut-
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side of New York City, including foreign banks anct agencies of
foreign banks: and similarly the loanable funds of firms, in=-
dividuals and corpora’cions_ seeking tenrporary investment. The
propprtioﬁ of the whole fund lozned by these several interests

varies seasonally and in accordance with the attractiveness of

‘other opportunities for investment, either lcecally or in other
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markets. The tulk of call money is lent on the floor of the

Wew York Stock Exchange at vthe money »posth vhere thr ough warious
brokers loanable funds are o fered and bids for funds are received.
Mosf of the business ip dme betweeh the hours of 12 noon and -
2:45 p.ma. The important relation to the moncy market.of the
present system of daily settlement of balances resulting from the
parchases and sales of securities on the Stock Exchange will be

discussed more fully hercaftera

Commercial Recuirements have the Prior Glaim.

In the matter of the supply or attraction of funds to the

call mbney rarket, there is generally a definite ent well under=-
stood obligatioﬁ on the part of banks to accaummodate first their

tm commercial cliemts, so that it is only the excess of loanable
funds which they may have framn time to time that is available for
the collateral call moncy market or for the .purchase of commercial
paper in the open market. This excess of loanable funds available
for cmployment in the scewritics market varics, therefoare, according

to the commercial requircments of the countrye. It las long been

.org/
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recognized that for assurance of a sufficient amount of money to
finance the volume of business in secwrities, reliance cannot be
placed on a rate of interest limited to the rates which obtain or
+ are permitted in commercial transactions whose prior claim on

banking accommodations is universally comceded.

CAUSES ANFECTING IRESENT CALL MONEY RATES.

The reference in the resolution to the present high rates
for call money in the financial centers ard the inquiry as to
their causes require, it is felt, a survey of the operations

. of the money rarkets and tle reflection therein of the under-
lying economic conditions which govern, in varying degrees, all

moncy rates, including those for call moncy.

Present Changed Conditions 0f Supply. .

In former tiﬁes, and specifically prior to the institution
of the Federal Reserve System, bankers, esyecially in rescrve
centers, were accustomed to look upon call loans as their princi-
ral seconfary reservc on thc theory that inasmuch as thosc loans
were payable upon demard, funds so invested could always be
promptly obtained on short notice tomeet withdrawals of deposits
or for otker use. In these circumstances there was ordinarily

available for collateral call loans & supply of funds sufficicnt
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for ordinary market requirements and at low rates, although at

times the rates rose to high levels as the supply of funds dimin=

ished, or the demands increased.

This attitude of the banks toward call loans as their chief
secondary reserve has been greatly modified by two causes.. The
first was the closing of the Stock Exchange at the outbreak of
the ﬁuropean War in the summer of 1914, when it became practi-
cally impossible to0 realize on c¢all loans secwred by investment
securities, which became, therefare, #frozen lcansv, This resulted
in a more or less permanent prejudice against dependence updn
call loans as secondary reserveé. The second and more important
factor was the creation of the Federal Reserve System. TUnder the
terms of the Federal Reserve Act provision is made for the redis~
count of cormercial paper, but the redisgount of loans for the
purpose of carrying investment securities, other than United States
Government obligations, is excludeds Consequently, in order to
maintain maximum liquidity, with suitable provision fa secondary
reserves that can be immediately availed of, banks, including
foreign égency banks, now invest a greater proportion of their re-
sources in assets that can be realized upon at the Federal Reserve
Bank. Another changed factor in the present situation grows out of
the fact that the war ard post-war conditions Mave rendered unavail-
ahle supplies of money which formerly came from foreign banks. Since

the summer of 1914, while total banking resources have largely in-
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creased, the volume of bank money available to the securities market
at low or normal rates has not increased proportionately, but on
the contrary has probably decreased. All of these circumstances
explain in some measure, the increased rates which have often been
required during the past year for money loaned in the secw itieé

market.

Present Changed Conditions of Demand.

Changed conditions are also present in the factors governing
the demand for money. Prior to the armisticé agencies of Govern-
ment were employed to restrict the issue of new securities for
purposes other than those which were deemed essential fa carrying
on the war. At the same time, as the Treasury undertook to sell Rrge
amounts of certificates of indebtedness amd ILiberty Bonds bearing
low rateé of interest, the question arose as to whe ther the éom-—
»petition of ’che general investment markets might not prejudice the
success of the Government issues. In these circumstarces, with full’
understanding on the part of the Treasury Department, the officers
and members of the New York Stcck Exchange undertook to limit
transactioﬂs which would involve the increased use of money for
‘othér purposes in consideration of which the principal banks of New
York City endeavored to provide a stable amount of money for the
requirements of the security market.

Aftér the armistice these restrictions were reroved and ordimry
“ _ market forces reasserted themselves. The issuance of new securities

was resumed in unprecedented volume and consumed a vast amount of
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capital and credit, when bank credit was already e@anded by the
necessity of carrying large amounts of Governrent securities which
the investment mar ket was not 'prepred to absarb. Thus arose a
further cauwse for the increased cost at times of accommodation on
collateral call logns.

Since the armistice these causes have been augmented by the
increased volume and velocity of transactions in securities generally.'
Before examining the figures, it should be explained that the amount
of call money employed by the securities market fluctuates accarding
to the amount of other funds available for this purpose, i.e. cus~
tanerst® money invested and time money bofrmved, and also as the volume

of business varies.

Volume, -

The volumrs of money ocutstanding on\call is more or less con~
stant, fluctuating only over relatively long periods, and the
amount which is loaned from day to day is but a small promortion
“of this constant volume. The constent volume of outstanding call
loans bears a rate of ihterest which is determined daily and is
Imown-as the renewal rate. The daily borrowings, either in replace-
rent of leans called for payment or representing new money borrowed,
are made at rates which may or may not be the same as the renewal
rate and which freguently vary during the same day.

Turning to the figures, it appears 'that over a period of years
during the pre-war pe;'iod ‘the volune §f all money, both time and

call, emvloyed in the securities market was estimated at about
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$1,000,000,000., of which the average on call was about 60% and the
averagé on time about 40%, or 2 normal volume of call money, say of
$600,000,000. The daily turnover in call money, i.e. 0ld loans called
for payment, loans made in replacement thereof, and new money borrowed,
ranged from $15,000,000 to $30,000,000., and ave:t;aged about $20,000,000.
The daily twrnover during the year 1919, however, ordinarily ranged
from (25,000,000 to {40,000,000, and averaged about $30,000,000. More-
over it is important to noticé there las been a2 disyroportionate in-
crease in the amount of call loans, as distinguished fr.om t ime money,
with the consequence that the former, it is now estimated, c onstitute
about 75% of the total money employed in the securities market.

At a time of such heavy credit requiranents as the resent the greater
volume of borrowings, not only in the aggregate but in the day to day
demands , naturally of ten results in high rates for the money loaned.
Indeed,‘ so reluctant have the bankers been dur ing the past few months
to supply the large demard for credit based on securities that the
occasional loaning of relatively small amoxmt's of money at very high

rgtes oftenremesents a desire not to secure the high rate cuoted

but to prevent the rate from going very‘ mach higher with the éonsequent

demoralization which might result.

Intermittent Factors.

There ara certain other factors, the influence of which is
principally manifested in intermittent wide fluctuations in the daily

rates or in the rates which apply for brief psriods. Th3 incre-=sed
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volure of demand loans called daily far payment noted above,

coupled with the decreased amownt of time money loaned on secwrities,
rroduces more ar less apprehension on the part of borrowers as to
their ability to re~borrow money called for payment. This apmre~
hension, quickened by .the number of insistent borrowérs bidding

at times when momentarily loanable funds are exhausted or are
offered in small quantity, frequently r;sults in competitive

bidding for funds vwhich adverces the rates for a day or part of

a day beyond the actual necessities of the situation.

Another active and important influemse which has recently
affected the supply of fumds available for collateral loans and
mecipitated at times a. rise in the rates, has been the periodic
transfers of Govermment deposits from depositary banks to the
Federal Reserve Banks in comnection with the fiscal oparations
of the Treasury. Such withdréwals result in, the depositary banks
calling money fram the securities market, wh-ich causes sharp

advances in the rate bid for call money in replaccment of the

loans called for payment.

RATES ARE DETERMINED BY THE OPERATION
OF THE IAJ OF SUPPIY AND DEMAND.

The underlying cause of fluctuations ard, especially of
increases in call money rates is the operation of the law of

supply and demand. In other words, as the supply of loanable

.org/
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funds diminishes in proportion to the volume of the dermnd, the
rate for collateral demard loans advances. However, in the case
of the daily borrowings of call mo‘ney ~-= to which the abnarmal
high and low.rates apply and which represent but & comparatively
small prqporfi;n of the total outstand ing loans ~- other factors,
ingidental to the temporary circumstances and conditions of the
narket, tend in times of stress to greater fluctuations in rates
than result from the more norrel operation of the law which is
reflected in the rerievﬁ; rate for the greater volume of the out-
standing call loans. The renewal rate is‘regarded as the real
barometer of market conditions and its fluctuatioﬁs tiroughout
the longer periocds more rearly reXlect the relation between tle
amoun;c of the loanable funds and the amount of the demard. In
other words, high renewal rates are mainly due to other demards

for credit, resulting in part from the increased requirements of

the comnercial cormunity amd in part from other temporary factors,

such as ddpletion of bank reserves resulting either or both from

credit expansion or loss of reserves through gold expert, specula-

tion in commodities and real estate, and eongestion of commercial

transactions incidental to slow or interrupted transportation.
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Commercial Rates are Similarly and Igggpenggggi Detetmined.
The 6peration of the law of supply and demand is eqi,ﬁally

sffective in determining the rate for commercial loans and all
othér borrowings. In fact, rates for commercial loans and rates
for collateral call loans have a common root in the law of supply
and demand, and the conditions which affect one, in the main effect
the other, although not in like degree, as is demonstrated by the
far wider fluctustion of »call rates and the higher 'points to whickh
they go. The rates for ceall money do not determine and have not
exsrted an important influsnce on the rates for commercial borrow-
ings, -It is the universal custom of the banks, to satisfy first the
commercial nseds of their customers. | They feel an obligation to
customers but none to those who borrow in the open market on
securities. Besides as .the resources of the barks mainly come
from the commercial customer;, their own self-interest compels a
vreference in favor of their commercial borrowers, since failure
to grant them reasonable accommodation would induce them to withdraw
their deposits and so reduce the ability of the banks to do business.
Although the money of the banks and trust companies comprises by
far the greater proportion of the money loaned on the securities
market, an examination of the prevailing rates on commercial paper
at. times when the call money market is particularly strained indicates
that there is little causal relation between the rates for call money
and tho;e on commercial loans. Exhibits Nos. 1 and 2, showir;g
respectively the rates for call meney on the New York Stock Exchange

durdng the years 1906-1919 and the rates for commercial paper in

New York for the period from 1915 to 1920, ars attached.
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POSSIBILITIES OF CHANGE IN TEBY CONLDITIONS AND METHODS
OF 1EE Aol MOnRY MARLHT

So long as collateral call 1loans are made under prevailing
conditions it is difficult to see how the present situation can be
altered, because of the impracticability of controlling the under-
lying cause of high rates, which in the last analysis, is the
excess demand over supply.

An attempt to control the rates for call loans by the establish-
ment of an arbitrary limit at a low level, without the ability to
modify the causes above cnumerated which operate tu increase rates,
would be distinctly hazardous, for the reason that up to the point
where the arbitrary rate would limit the supply of new money,‘
speculation and expansion miéht proceed unchecked and the natural
zlements of correction or regulation would not obtain. In other
words, high rates act as a deterrent to dver-speculation and undue
expansion of credit. On the other hand, should the supply of
money available at a fixed maximum rate become exhausted, liquida-
tion might suddenly be forced because the demands for additioneal
accommodation for the consummation of commitmants already made
could not be met. The effect of such liquidation would be to
embarrass not only investors and dealers in securitics, but
frequently might affect dealers and merchants in commodities as

well, As an example of the latter, the case might be cited
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of a commitment to purchase a round ameunt of cotton on a
certain day. Many of the houses on the Cotton Exchangs are
also members of the Stock Exchange and frequently borrow very
largely on the Stock Excharge.a'gainst investment securities
to provide funds for settling their transactions in cotton.
If, therefore, when an important cotton settiement is inminent,
bOfrowings on securities could not be avsiled of, the cotton
transaction could not be consurmated and a . drastic liquidation
through sale either of securities or of the cotton might be
required to avoid default. Similar consequences might obtain
in the cases of transactions by members of other comrhodity
exchanges who are also members of the Stock Exchange and have

recourse to the call money market.

THE IMPORTANCE OF A "CALL MONEY" MARRET

Cell money in some form is indispensable to every important
financial center. There must be not only an outlet for the employ-
ment of funds temporarily idle, but a large volume of call and
short time money is essential to the successful and economical
conduct of business. It is particularly essential to the internatiocnal
and domestie commercial business but the diversion of the use of the
major portion of such money to the securities markets is not in

accordance with sound banking prineciples. It is to be noted that
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in no great world market, other than New York, is the call money
market so dependent upon investment securities and so susceptible
to spec"ulat.ive influences. In other markets the reverse is true,
as their call money is based principally on commercial paper upon
which realization can be had at the central bank, at a price, in
case of need. We have seen that in this country call leoans on
securities lack this essential quality of liquidity required for
quick and certain realization, and that this fact has now been
more generally tazken into consideration by our lenders. But the
safe and successful divorce in this country of the use of call
money from lts dependence upon invéstment éecurities‘ as a basis
requires careful study in order that safe and adequate methods

may be substituted for the present mdthods of the securities

market.

Term Settlements.

The achievement of this end probably depends upon the
successful development of a plan for term settlements of the
balances r~sulting from operations on the Stock Exchange, in
lieu of the present method of daily settlements. The principal
effect of such a change of the method of settlements would be
to relieve the call money market from the necessities of the
securities market and release funds now used in collateral call
loans based on investment securities for employment in call loans

based on the collateral of more liquid securities, of & commercial
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nature, generally recogniged abroad as the preferred bases for
demand loans, From this change a broader discount market would
naturally develop. Under term settlements the borrowing required
by the securities market would be on the Basis of short time
accommodation, i. e. for the term between settlements, whether
they "*X€yeekly, fortnightly or at other intervals.

Agitation for the improvement of the present method of
settlement of stock exchange contracts has extended over some
years and as the result of extensive studies and deliberations
of officers and members of the New York Stock Exchange, as well
as bankers, an important step has been tgken to provide enlarged
clearing facilities through the organization of a new corporation
¥nown as the Stock Clearing Corporation, which is expected to
begin operations in April, 1920. A general description of the
purposes and contemplated operations of the corporation is con-
tained in the pamphlet attached hereto as Exhibit No. 3. The
functions of this corporation include ioroviding facilities for
clearing contracts between members, for the receipt and delivery of
securities between members and banks, trust companies and others,
and for the clearing of collateral czll loans. It is not asserfed
or expected that the institution of these operations will materially
affect either the amount of money loaned from one day to another
on the call money market or the rates of such loans, but it is
expected that it will operate materially to decrease the amount of

bank certifications on day loans, which the present practice requires
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in the interval between paying one call loan and replacing it with

another on the same daye. It should be noted that the mechanism

afforded by the corporation is an indispensable. prerequisite to
the establishment of a system of term settlements.

! . The more recent and definite development toward the sub-
§i§i{:utim of term settlements for the present system of daily
settlements may be said to have had its inception in the action
of the Ametricun Acceptance Council at ite annual meeting on
December ¥, 1919. At that time the following resolution was
adopted:

“‘Nhereas, The present method of daily stock
excharige settlements, with its dominating and often
ursettling effect on the ¢nll money market, influences
adverdely the development of a wide and heal thy discount
matket in the United States:

"Resolved, That the Chairman of the Executive
Committee be authorized to appoint a committee consist-
ing of members of the Exscutive Committee and other
individuals to study the advisability, ways and means
of modifying the present system of settlements on the
New York Stock Exchange and substituting thersfor some
system of periodical settlement, with power to tzke such
steps as may seem advisable in the case."

A copy of the amual report of the American Acceptance
Council is appended hereto as Exhibit No. 4, in which the

' resolution appears on page 5, zend the report of the Chairmen

of the Executive Committee appears on pages 16 to 27, inclusive.
The Committee thus provided for was appointed and held two

extended conferences in which the problem was fully discussed,

both from the point of view of the banks and of the Stock Exchange.
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For illustration of the subject matter of the discussion there
is attached hereto as Exhibit No. 5, a detailed report compiled
by one of the mesmbers of the Comipittee, Mr. Sanfuel F. Streit,
Chairman of the Committee on Clearing House of the Stock Exahange
describing the term stttlement operations in London and on the i
European continent, which presently will be published by the
Americen Acceptance‘ Council. Through its courtesy an advance
copy of the report has been received. There are also attached,
as " Exhibits Nes. 6 and 7, respectively, two other publications
of the American Acceptance Council, "Acceptance Corporation”,
by F. Abbott Goodhue, Vice Pregident of the First National Bark
of Boston, Mass., and "The Acceptance as the Basis of the American
Discount Market", by John E. Rovendky, Vice President of the
National B-nk of Commerce, New York, in which on pages 14 and 22
respectively, the necessity for term settlements as a means of
- relieving the call money market from the necessities of the
securities market and as a precedent to a brog& and stable dis-
count market is discussed.
The members of thé commi ttee have unanimously eipressed the
opinion that the adoption of a term settlement by the Stock Exchange
would offer advantages in that it would eliminate duplicatien of .

the handling of securities and in payments. The cemmittee holds,
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however, that, inasmach as the adeption of a term settlement

by the Exchange would involve changes of great importance, both
to baaks and to mombers of the Exchange, it will require the most
careful study of the subject by the comunitiee, and in any case
the term settlement can not be put into opeyation until the new
system of dally Stock Exchange settlements through the Stock
Clearing Coryporaticn, above raferred to, has been perfected

and has been in practical operation for a reasonable time.
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