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FEDERAL RESERVE BANK X-2076
OF NEW YORK.

‘ December 1, 1920.
OFFICE CORRESPONLENCE ' '
To Mr. Jay SUBJECT: Australia and New Zealand
From E. R. Kemzel as countries whose customs
of trade require facility
for creating dollar exchange.

.
Referring to Governor _Harding's letter of November 30 and

the letter of the National Bank of Commerce; New York, dated November
89, attached thereto, in commectign with this subject: “

I have given careful considéfdtion over a long period as to
the desirability of permitting Austr‘diadia'h bahka to draw dollat bills
on American banks and bankers for the purpose of creating dollar exchange.

. I am convinced that it would be desirable and that the customs of trade
and the finmancial and trade conditions there at the present time fully
justify it, for the following reasons, among others:

Australia and New Zealand are almost ekclusively agricultural
countries, which dopend on their exporte of agricultural products as
means of payment for their necessary imports. As in all agricultural
countries the export movement is seasoral and when outward exchange is
not making, they must have firmancing over the season until exports will
resume. This they have heretofore had exclusively through London and
the British interests which control all of the Australian banks have
created a monoply for sterling in the overseas 'bueihees with Australasia.
Px'a.cticall; all of the businegs done by the Australasian banks, they
being British owned, is done for account of London. Penetration of
American banking into Australasia has heretofore been impracticable
because of the close monoply maintained by the interested banks. This
bhas resulted in a handicap against American commercial relations with
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with regard to imports and exports between this country and Australagia,
that the business should be done in sterling and transacted through British
: banks; which has imposed rather a burden upon our trade with these countries.
At tha present time, however, there is an opportunity for the

penetration of dollax? credits info Australasian markets, and the establish-
ment of éollar exchange in those markets, at least one way. This condition
ariges from the {act that the stringency of credit in London prevents the
establishiment of credits there against which Australasian ba%xke might

draw in anticipdtion of their whea,ﬁ and wool bille which wxll begin to be
making in January and February. THis view has been iec’entiy' ‘conf irmed

to me by bankers here, including foreigh bahkers who az;é cibsely in touch
with the situation and have recently conferred aldé with Ad?w&lia.n bdnkers
who are visiting here. I believe that Australasian banks would welddie

the opportunity to draw dollars on this country and that their ability to
do so would be the entering wedge to the developmont of the irad;e custom

of selling our exports to Australasia in dollars, which 'w"ould relieve our
exporters of all hazard of exchange in their traffie. 'fl‘hére is no doubt
that 1 have heard expressed anywhere as to the absolﬁfg inteérity of the
Australian banks and their ability to meet any obligations which they
would assume and which would be} granted to them in this country, and their
trade position is, I believe, absolutely sound.

A further great advantage to our Americ:an commerce of the

granting of this facility, and particuiarly at this time, would be the
reliet to our exporters who have large amounts due them for goods already

shipped, upon which collectioné can not be made. Also, the export trade
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to these countries, solely on this account, has come practically to
a standstill. There is an excellent demand for American manufactures
from customers there who are well able to pay for the goods, but
"lacking exchangs facilities, are umable to do so.
I have -heard no objection raised in any quarter, even among
the foreign bankers represented here, against the granting of this
facility in respect of Australasia, and I can conceive of no reason

why it should not be done,
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