X-1236

FEDERAL RESERVE BOARD

STATEMENT FOR TEE FRESS

For release in afternoon papers,
Wednesday, November 2, 1921.

CONDITION OF THE ACCEPTANCE MARKET

The following reports have been received from the Federal Re-
serve Banks concerning the condition of the acceptance market in
their respective Districts:

DISTRICT NO. 1 (BOSTON)

The rate basis at which Bankers' Acceptances sell reflects a
further softening of the market, the ruling rate for prime 90-day
unendorsed accevtances now being u% per cent. Active demand has
sprung up for this class of vaver, corporations with idle money,
owing to business stagnation, being large byers. For such, hank-
ers! acceptances offer an excellent form of liquid investment

rending business revival.

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

v
5

A
_2,_;_.@)’5.)



A g ey
- I 4

X-3236

DISTRICT NO. 2 (NE¥ YORK)

Dealers! bid rates for orime bills were lowered 1/4 of one
per cent to U 5/8 per cent early in October reflecting easier ten-
dencies in money markets,l increased investment demand and moderate
supply. Dealers! selling rates were 1owéred in proportion and prime
bills from 30 to 120 days maturity sold at 4 1/2 per cent during the
last three weeks of October, as compared with 4 3/4 per cent a month
‘ago.

Pruchases by interior banks were somewhat restricted because of
the lower rate but sales to these banks and for fore:igx account con-~
tinued to constitute a éubstantial portion' of total sales. Large
New York banks purchased fair amounts of bills giving preférence in
some cgées to the shorter maturities. |

Bills' drawn against export shipments of cotton and grain were,
as last month,-. the most numerous of the new offerings, with.cotton
bills increasing slightly during October. Bills covering imports
of raw sugar mainly of 30 to 60 day maturity, were next in import-
ance, and because of the early maturity were in good demand. Dealers
reported someWh_at larger suiaply' of bills dra;wn for the purpose: of
furnishing dollar exchange.

The number of investors in bilis continued to expand. Two -
dealers who maintained records of new names.added to their lists of
acceptance buyers reported 24 adiitional purchasers within a peried

of three weeks.
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DISTRICT NO. 3 (PHILADELPHIA) 3

A further easging in the selling restes of banzers'! acceptances has been
noted during the past month, and rates now average 1/4 per cent lower. Rates
on prime bills of member bvanks are Ui rer cent for maturities up te 90 days,
and ’4—5/8 rer cent for 180 days. Non menbers'® bills ss a rule are 1/1& per
cent above these rates. The general improvement in meretary conditions is
said to be mainly responsible for this change. One dealer mekes the follow-
ing comment: "The lowering of the discount rate by several of the Federal
Reserve Banks has confirmed the tendency toward lower rates for acceptances
in the open market rather than served as a factor in causing such decline.
The decline in rates has been brought about rrimarily by the easing money
situation and the decreased supply of bills.® Other letters lend support
to this view, and it is further stated that the security market has not been
sufficiently active to absorb the large amounts of money that have been loan-
able on call.

The issues of United States certificates of indebtedness conbining a
slightly higher yield with the unquestioned security of the Government have
tended to restrict sales of acceptances, but judging by the enormous oversub-
scriptions to such issues, they have evidently not absorbed the entire avail-
able supply of short-term investment funds. Bankefs‘ acceptances are finding
a ready market; in fact, dealers state that they are not available in sufficg-

ent amounts to satisfy the demand. Sales by four dealers in this District

during Septenber were 16 per cent below those of Mugust. City banks are the
principal purchasers. A large amount of buying for foreign account is also
reported, and this is being handled through private banking houses and the

Federal Reserve Bank of New York.
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The financing of foreign trade is responsible for the bulk of the ac-
ceptances executed lately, but no authoritetive data are yet available re-
garding the distribution of theserinstruments over the various classes of
transactions - foreign trade, dollar exchange, warehousing, and domestic
shipments. It is stated, however, that warehousing bills have remained prac-
tically unchénged in volume. Cotton, grain, tobacco and suger bills have
formed a large part of recent trensactions covered by acceptances.

Reports from twelve member tanks in this Federal Reserve District show
a decrease in the volume of acceptances executed during the month ending Oc-
tover 10, but a considerable gain in the amount outstanding over that of the
preceding month:

Executed during Outstanding on

preceding month date given
1921 - Mareh 10 $5,325,000 $14,127,000
April 10 4,558,000 13,234,000
May 10 5,611,000 12,892,000
June 10 2,795,000 10,798,000
July 10 3,121,000 9,286,000
hugust 10 4, 852,000 8,756,000
September 10 5,312,000 9,€09,000
October 10 4,507,000 9,902,000

DISTRICT™ WO. 4 (CLEVELAND)

Of twenty reporting accepting banks, seven indicate acceptances executed
for customers during September, $2,865,122, and eleven banks report acceptances
paid during the same.period, $3,561,964. Predominating classifications are
coal, o0il, and tractors for domestic shipment. Bankers' acceptances bought by
the Federal Reserve Bank of Cleveland during September, 1921, amount to
$3,168,127, and the amount paid to $2,808,507.

The acceptence market was inactive throughout the month. Bills were

scarce, and the rates steadily declined to their present level of N% per cente.
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This was partly due to the scarcity of bills and to the lower level of call
money rates in New York. Indications through this credit instrument show a '
general liquidation of frozen credits with domestic shipments being sold in
"spot" end otherwise veing taken care of through the channels of straight loans.

Few bills originated against domestic shipments and on warehouse receipts.
The majority of bills, eccepted by the banks in the District, were partici-
pations of old syndicates and a few bills against foreign transactions.

The demand throughout the month has remained prectically the same as in
the previous month. .In the first week or so, when the rates first begen to

fall, there was émomentary

lull, but as the month progressed and idle funds
accumulated, the call for bills became strong. As the market could not supply
the need for prime bills, temporarily idle funds were diverted into other

channels.

The rates for prime eligible bills are as follows:

Under 30 da§s b3 to h% per cent
30 to €0 days M% to 42 per cent
60 to 90 days Uz to U3 per cent

DISTRICT NO. 6 (ATLANTA)

Reports from acceptiné member banks in the District reflect little activ-
ity in acceptance market conditions. Most of the banks report no dealings in
acceptances. A few of the reports show domestic acceptances executed duringr
September to be somewhat larger than during August, while foreign ac&eptances
executed during September were, in the aggregate, asbout three times the amount
during ;he'preceding month.

Aédéptances purchased in the open market by the Federal Reserve Bank
during September, however, were approximately 577 per cent larger than during

Mugust, and in turn were larger than for any month since February 1920.
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DISTRICT NO. 7 (CHICAGO)

Revised .statistics, comriled so that banks do not include in purchases
bills which they themselves have accepted, nerpurchases and sales of bills
for account of specific customers, are as follows:

(In Thousands of Dollars)

Twenty-nine banks Septembef - August July

Bills bought o « « « o« « & & & 7,858 8,635 11,8Uu7
Bills s01d o ¢ e o = o « o« o 16,525 23,763 24,571
Held at close of month « . + . 6,728 5,774 5,452
Moount accepted..e-e o & o . . 11,800 20,729 22,61

Included in the statistics are theose of .one bank which does a large
brokerage business in bankers' acceptances. |

These reports from bani:s in the Seventh Federal Reserve District show a
continued decrease since July 1, in bills accepted, bought and sold. The only
item to show increase is b.ills held af the close of the month.

DISTRICT NO. & (ST. LOUIS)

During the past thirty deys the acceptance ﬁarket has been considersbly
more active than for some time previous. The larger banks of the District
have displayed more interest, investing rather freely and rates of discount
have declined. Prime unendorsed bills afe now selling at sbout '4% per cent,
whicl;i is the lowest quotation for many months. |

DISTRICT NO. 9 (MINNEAPOLIS)

During the month 6f September more than $189,000 worth of trade accept-
ances were discounted by the Minneapolis Federal Reserve Bank:. This is in
contrast with the total of $329,000 in trade acceptances discounted during
the monf;hi of fugust. Last yesr between August and September, there was also
a decliﬁe in the amount of trade acceptances discounted from $289,000 to

$166, 000.
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During Sevtember, this ‘é‘anlc discoun*ed more *han $10,000 worth of bank-
ers' accantances. Septemier was tle first month since June in which this
Banl: discounted any banksrs! acceptances during 1921.

There were no purchase2s durins Septenber of hankers ' acceptances, trade
acceptances, or dollav ewchonge. The rates fof the discomnt and purchase of

DISTRICT Q. 10 (KANSAS CITY)

—ala A

During the past 20 to FO drvg the acceptance market in this District has been
quiet, due larcely to the decline in foreigzn trede sctivity. The Federal Re-
serve Benk is carrying something over $1,000,000 of bank acceptances based

on Oklahoma cotton, but at tkis date in Cctcber is carrying practically no
acceptences tased on wheat and fiour for export.

DISTRICT NC. 11 (DATLAS)

Inguiries directed to accepting banls develop the fact that there was a
substantial increase in September of outstanding acceptances created in this
District, the total on September 30ta being $2,436,000. ~ which represents
an increase of $1,530,000 since August 3lst. Most of these acceptances were
based on domestic shipments and storage of goods.

DISTRICT NO. 12 (SAN FRANCISCO)

The noteworthy feature of the san Francisco bill market during the month
ending October 10th was the steady decline in rates. From 5%, at which figure
it hed remained for over a month, the rate fell successively to y-7/¢%, )4—3/“}‘*'
4-5/8%, and finally 4-1/2% on Octcber 1lth. This decline is attributed to the
pronounced 'ea‘sing, of the call money and bill rates in the East. In spite of

Y

this dimifmtion of return on scceptances, demand is reported to have been fair-

.

ly well maintained throughout ﬁhe month. Northem C~lifomia and the Pacific
Northwest continue to accept over 90% of the bills drawn in this District, and
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to buy 80% of all acceptances sold here. Bills of 120 and 150 day maturities
have become more popular, doubtless due to antiéipation of further rate de-
clines in the immediate future. Maturities of bills purchased during thg
month ending October 11lth were divided roughly as follows:

30 day - 26.0%

€0 day - 25.0%

9C day - 42.5%

120 day - 6.0%

150 day - 0.5%

Bills originating in this District are still somewhat larger in

total amount f;han they were during the summer months, doubtless due to con—}
tinuation of crop marketing. The thirty-seven principal accepting banks
of the District reported total September pﬁrchases of acceptances of $5,994,000
compared with $2,996,000 in August. Of the $5,994,000 purchased, $2,118,000
represented bills drawn in this District, based primarily upon canned gocds,
wheat, sugaf, and coffee. These thirty-seven banks reported a total of
$11,48C,000 acceptences held at the close of Septempber compared with $4,075,000
on hand at the end of August.

Rates in the open discount market at the end of the period were as

follows:
0 days 60 _days 0 days
Eligible member banks 14—-172% : H—l?Eé )4-1;2%
Eligible non-members  4-3/4% -3/ ub W3/u%
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