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F E D E R A L R E S E R V E BOARD 

STATEMENT FOR THE PRESS 

For release in afternoon papers, 
Wednesday, January 4, 1$22. 

CONDITION OF THE ACCEPTANCE MARKET 

The Federal Reserve Banks report the condition of the acceptance 

market in their respective Districts as follows: 

DISTRICT NO, 1 (BOSTON). 

The activity which prevailed in the bill market last month did 

not continue in December. Occasionally, buying was moderately active 

but there wks one week when sales, as reported by the bill dealers, 

were at the lowest point for the year. Undoubtedly, the influence of 

tax payments coming simultaneously with the new certificate issue and 

the year-end adjustments has had a deterrent effect on the investors 

and bill buyers. The dealers have had more recourse than formerly to 

the Reserve Bank on repurchase agreements. Should a large supply of 

bills appear on the market with the apathy which exists in buying at 

present, i t should cause an increase in the rate. The Federal Reserve 
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Bank has not reduced it* buying, rate to a point where it would be profit-

able for banks to buy from dealers to sell to i t , preferring to let the 

market adjust itself without interference* Corporations seem to have 

been the best buyers of bills, augmented by one or two of the large Boston 

banks. The prevailing opinion among the bill dealers is that no great 

activity will occur until after the turn of the year. 

DISTRICT NO, 2 (NEY. YOBKh 

-A considerable decline in the foreign trade of the United States 

during 1921, in addition to the fall in prices, resulted in a reduction 

in the amount of bankers bills in the New York market. There, was, how-

ever, a steadily broadening market<. Dealers reported considerable num-

bers of new customers not only among savings banks, commercial oanas, and 

trust companies, but also among industrial corporations, and p r i v a t e 

i n v e s t o r s wishing t o place funds in an investment affording s a t i s f a c t o r y 

rate, minimum risk and instant convertibility. While purchases by New 

YorK City banks were relatively restricted during the year, the demand 

from country banks was good and the l i s t of country member banks for whom 

bills were purchased by the Federal Reserve Bank of New York increased 

from 217-to 250 and purchases for foreign banks considerably more than 

doubled. On a number of occasions dealers were unable to secure suffic-

ient bills to meet the demand, 

In consequence of the smaller volume of bill offerings and the 

strengthening market, rates moved consistently downward during the year. 

By December all maturities were offered at 4-1/8 per cent as compared with 

a range of 6 to 6 - 1 / 2 per cent in December, 1920. Rates at which dealers 

purchased bills were generally 1/g of one per cent above the offering rate. 
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The continued increase not only in the number of dealers handling 

acceptances but in the amount of capital which they are able to command 

has'been an important factor in the steadiness of rates, ?he dealers 

provide a two-way market; that is, they not only sell bi l ls to customers, 

but they repurchase bil ls from them. The maintenance of such faci l i t ies 

i s essential to the development of the American market for bil ls , which 

in turn is a highly important factor in financing American foreign trade. 

The same dealers who handle bi l ls commonly deal -in Treasury certifi-

cates, which, like bil ls bearing banking endorsement, are available for 

purchase by a Federal Reserve Bank or as collateral for loans at the 

Reserve Banks. As in previous ye?rs, the Federal Reserve Banks stood 

ready to purchase such bankers acceptances and Treasury certificates as 

the market could not readily absorb. In consequence, however, of the broad-

ening market, the decreased volume of bills, and easier money conditions, 

the market was less dependent upon the Reserve Banks than at any other time 

since i t s inception in 1916. On December 22, the Federal Reserve Bank of 

New York held $59,000,000 of purchased bills, as compared with $114,000,000 

on December 31, I92O, and $203,000,000 on December 31, 1919, There was a 

corresponding decrease in the bill holdings of the entire Reserve System. 

A highly important development of 1921 was the growth of a market for 

call money lent agsinst the security of bankers acceptances and Treasury 

certificates, large amounts of which are ordinarily carried in portfolio 

by the dealers. By far the largest part of their portfolios, which usually 

range between $50, 000, 000 and $100, COO, 000 is carried on borrowed money. 

In order that their business may offer a reasonable prospect of profit, 

the rates for such loans should be related to the rates which their secur-
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i t ies earn, rather than be subject to conditions peculiar to the other 

great market for call money, thst on the Stock Exchange. With the easing 

of credit conditions such funds have become available at rates 1/2 to 1 

psr cent below those prevailing on the Stock Exchange. 

DISTRICT WO. 1 (PHILADELPHIA). 

Four dealers in acceptances operating in the Third Federal Reserve 

District report sales during November totaling $16,7^3,000 as compared 

with $9,980,000 in October, and $9,093,000 in November, 1920. Three of 

these, who also give country-wide figures, report an increase of only ,5 

per cent over October, and a decline of 15 per cent from November, 1920. 

Of five dealers, only one states that the ..supply is not sufficient to 

meet the demand. Twelve banks in this District executed $3,5^4,000 of 

acceptances during the month ending December 10, which is a marked decline 

from the previous month's figure of $6,325,000. Acceptances of these banks 

outstanding on December 10, however, were not much lower than on November 

10, the decrease being from $11,824,000 to $11,231,000. Exports of grain, 

flour, cotton and meat products, imports of sugar and coffee, and the ware-

housing of cotton and tobacco were the principal transactions that gave rise 

to acceptances executed recently. Dollar exchange operations were also of 

importance. Two of the largest dealers give the following estimates of the 

relative importance of the various types of transactions in connection with 

acceptances nf the past month: 

Peeler Nc. 1 Dealer No. 2 

Warehousing 20^ 2C# 
Exports and imports 50 6C-
Domestic shipments 20 19 
Dollar exchange 10 1 
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Selling ratss in effect in the middle of the months of December, , 

November, 1921, and December, 1920, follow: 

Dec. 1Q21 Nov. 1A21 fiecr 1920. 
Members: ' -i /). 
30 t o 90 days 4 - 1 / 8 4 - 1 / 4 - if ° ~ 0 - 1 ' 4 

' 1 8 0 days 4 - 1 / 8 - 4 - 3 / 6 4 - 1 / 2 - 4 - 3 / 4 
Nonmembers: • . . . «, c-ti? 
30 to 90 days 4-1/4 - 4-3/8 4-1/2 - 4-3/4 0-1/4 - 0-1/2 
130 days 4 - 3 / 8 - 4 - 5 / 8 4 - 5 / 8 - 5 

DISTRICT NO. 4 (CLEVELAND)• 

Bankers acceptances bought by this Bank during, November, 1921* amount 

to $3,326,713, and the maturing and paid, $3,579,216. Of twenty banks in 

this District, eight report acceptances executed during November to the 

amount of $1,9*3,400, and acceptances paid, $1,729,159- Twelve of the twenty 

banks report no acceptances executed or paid. There was no improvement in 

the acceptance market over the previous month. With exports falling off each 

month and domestic holiday shipments consummated, a comparatively small supply 

of prime bil ls came into the market. 

D I S T R I C T N O . 6 ( A T L A N T A ) . 

Of fourteen reports regarding accsptance transactions during November, 

1921, received from accepting member banks in this District, only four show 

any transactions. Domestic acceptances executed by these reporting banks 

were about five times as large in November as in October, but approximately 

22 1/2 per cent less than were executed during November last year. Foreign 

acceptances executed during November were approximately 24 per cent less than 

during October, and 31.4 per cent less than during November of last year. 

Acceptances purchased in the open market during November by the Federal Re-

serve Bank of Atlanta were smaller in amount by 44 per cent than those pur-

chased during October 1921, but were larger by 28.4 per cent than the total 

for November 1920. The total for Hoveniber was larger than f or any previous 
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month t h i s yea r except September and October. 

DISTRICT NO. 7 (CHICAGO). 

Repor t s from banks in t h i s D i s t r i c t i n d i c a t e a genera l f a l l i n g off i n 

acceptance t r a n s a c t i o n s dur ing November. D i l l s accepted were 53 P e r cent 

and b i l l s bought, so ld , and he ld a t t h e c lose of the month approximately 

70 p e r cent of t h e corresponding October amounts. Purchase r a t e s f o r Nov-

ember were r e p o r t e d ranging from 4 -1 /8 t o 4 -7 /8 p e r cen t , a l though most 

of the r a t e s r e p o r t e d were l e s s t h a n 4 -1 /2 p e r cen t . The m a t u r i t i e s of 

b i l l s purchased were d iv ided as f o l l o w s : 30-day, 1 . 7 P e r cen t ; 60-day, 

l 6 . 4 p e r c e n t ; 90-day, 81,5 pe r cent ; and 180-day, 0 . 4 p e r cen t . The 

g r e a t e r p a r t of the b i l l s were repor ted drawn a g a i n s t meats, m e a t ..products, 

tobacco, and canned goods.. 

A d e t a i l e d summary of r e t u r n s of twenty-nine banks f o l l o w s ' 

NovoRbor 
$5,009 
12, 710 

4,650 
5, 981 

In Thunsandg of Do l l a r s 
Movnmhor . . . Oct&h&E. 

* B i l l s bought 
** B i l l s sold 

B i l l s he ld a t c lose of month 
Amount accepted 

6,551 
16,885 

* Exclusive of b i l l s purchased by t h e accep t i ng bank, 
and of purchases f o r the account of s p e c i f i c customers. 

** Exclus ive of b i l l s purchased f o r t h e account o f , and 
sold t o s p e c i f i c customers. 

Comparison of s t a t i s t i c s on backers acceptances a t the Federal Reserve 

Bank of Chicago f o r October and November f o i l owe: 

November During month 
Bankers acceptances red iscounted 

•Bankers acceptances bought 
Bankers acceptances sold from hold ings 

Held a t c lose of month 
Bankers acceptances red iscounted 

^Bankers acceptances bought 
red iscounted 2,637 None 
bought 5,194,568 3 ,427,354 

* Included i n acceptances bought, but not i n acceptances 
so ld , are t hose bought witi* agreement by the s e l l e r s 
t o repurchase w i t h i n f i f t e e n days-
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DISTRICT NO. 8 (ST. LOUIS). 

A f t e r a f a i r d i s p l a y of a c t i v i t y dur ing l a t e October and e a r l y Nov-

ember, the acceptance market has lapsed i n t o a pe r iod of extreme quiescence 

The P r i n c i p a l cause of the slowing down in t he demand i s the d e c l i n e in 

r a t e s , which i n November ranged from 4 - l / 4 to 4-7 /8 p e r c e n t , bu t s i nce 

December 1, have dropped to 4-1 /8 to 4 -3 /8 p e r c e n t . To ta l holdings of 

acceptances by t h i s Bank at the c lo se of November were $3,981,663, of which 

$793.OCX) o r i g i n a t e d i n St- Louis . This compared w i th $750,730 f o r October, 

of which $394,000 o r i g i n a t e d in St - Louis . Between November 16 and Decem-

be r 15 the h igh , low and customary i n t e r e s t r a t e s p r e v a i l i n g i n S t • Louis, 

L o u i s v i l l e , Memphis and L i t t l e Bock, as repor ted by banks in those c i t i e s 

were as f o l l o w s : 

S t . Louis Louis- Memphis L i t t l e Rock 
v i l l e 

H. L. C. H. L. C. H. L. C. 
Bankers * .Acceptances of 60 to 90 days : 

Endorsed 4 - 5 / 8 4 -3 /8 4 -3 /8 -
Unendorsed 4 - l / 4 4 -1 /4 4 - l / 4 . 

DISTRICT NO. 9 (MINNEAPOLIS). 

During the month of November t r ade acceptances to the amount of $143,000 

were d i scoun ted "by t h i s Bank, which was a decrease of $111,000 f rom the October 

f i g u r e s - In October t h e r e were a l s o $75,000 worth of bankers acceptances d i s -

counted as compared w i t h none in November. A year ago in November $53^>COO 

worth of bankers acceptances were purchased by the Minneapolis Federa l Reserve 

Bank and $222,000 worth of t r ade acceptances were d i s c o u n t e d . Minneapolis 
Bank 

Federa l Reserve/ r a t e s were reduced on November 7 , t o 5 - l / 2 pe r cent on a l l 

c l a s s e s of p a p e r . 
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DISTRICT NO* 11 (DALLAS') . 

Accepting hanks of t h i s D i s t r i c t m a t e r i a l l y reduced t h e i r aggregate 

acceptance l i a b i l i t y dur ing the p a s t month. To ta l acceptances ou t s t and -

ing on November 30th aggregated $3,252,387, r e p r e s e n t i n g a dec rease of 

$^39>19^ f rom the t o t a l of $3,691,580 ou t s tand ing on October 3 1 s t , which 

was the h ighes t mark of the y e a r . Acceptances drawn aga ins t import and 

expor t t r a n s a c t i o n s amounted to 31,675,228, whi le *1,577,159 were drawn 

a g a i n s t domestic shipments and s to rage of goods. Bankers acceptances 

hfeld by t h i s Bank on November 30th amounted to $190,000, which r e p r e s e n t s 

a dec r ea se of $15,000 from our holdings on October 3 1 s t . Al l acceptances 

he ld were executed by banks of t h i s D i s t r i c t * 

DISTRICT NO. 12 (SAN ERANCIg.CO -̂. 

B i l l s o r i g i n a t i n g on the P a c i f i c Coast are appear ing i n l a r g e r 

Q u a n t i t i e s on the open d i scount market and a r e no l o n g e r conf ined t o one 

or two c i t i e s . This supply, however, i s s t i l l i n s u f f i c i e n t to meet the 

inves tment demand of c o a s t buye r s , and prime e a s t e r n b i l l s con t inue i n 

good demand. E a s i e r money cond i t i ons and a s c a r c i t y of prime b i l l s com-

b ined du r ing the pe r iod November 15 .to December 15 t o e f f e c t a f u r t h e r 

r educ t i on in r a t e s , and prime b i l l s of a l l m a t u r i t i e s a re now (December 15) 

s e l l i n g on a 4 - l / S p e r cent b a s i s compared w i th a ^ - 3 / 8 p e r cen t b a s i s 

on November 15» During the l a t t e r p a r t of November the demand f o r accept -

ances was s teady w i t h a heavy c a l l f o r b i l l s which would f a l l due b e f o r e 

the end* of the year* At the same time a gradual broadening of the market 
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was n o t i c e a b l e , c h i e f l y among count ry banks , b u t to a l e s s e r e x t e n t among 

c o r p o r a t i o n s and p r i v a t e i n d i v i d u a l s . By the middle of December t h i s 

f i r m n e s s had begun to d i s a p p e a r , due to the semi-annual conse rva t i on of 

c a s h hold ings by the banks , and t h i s tendency became more marked a f t e r 

the announcement of the new Government o f f e r i n g of C e r t i f i c a t e s of In -

deb tedness on December 15* The p r i n c i p a l d e a l e r on the Coast r e p o r t s 

t ha t n i n e t y - d a y b i l l s cont inue t o be i n g r e a t e s t f a v o r , a l though a l a r g e r 

supply of s i x t y - d a y b i l l s r e s u l t e d i n a g r e a t e r p r o p o r t i o n of b i l l s of 

t h a t m a t u r i t y being marketed dur ing the p a s t month than i n the previous 

p e r i o d . A rough c l a s s i f i c a t i o n of b i l l s marketed f o l l o w s : 

T h i r t y - s i x l ead ing banks of the D i s t r i c t -reported t o t a l November purchases 

of accep tances of $9,103,681 compared w i t h $7i392»4l5 i n August, the i n -

c r e a s e be ing almost e n t i r e l y i n purchases of b i l l s o r i g i n a t i n g i n t h i s 

D i s t r i c t * These b i l l s were based p r i m a r i l y on g r a i n s , sugar , canned goods, 

and c o t t o n w i th a s c a t t e r i n g of s i l k , r i c e and c o f f e e b i l l s . Purchases 

and ho ld ings of acceptances of the 3? r e p o r t i n g banks a re as f o l l o w s : 

30 day 
60 day 
90 day 

120 day 
150 day 

6.5$ 
33.O 
56-3 

H 0« 6 
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AMOUNT BOUGHT 

: Created, i n 
^ Amount Accepted :12th F e d . R e s . D i s t r i c t 
November October : November October 

All Other 
November October 

To ta l 
November October 

Amount held a t 
c lose of month 

November October 

$1,451,433 $1,140,199 

3,461,612 3 ,580,105 

651,006 539,005 

* 225,982 $ 270,081 

2,231,734 *2,078,211 

235,961 172,041 

Si , 957,511 $2 ,01 ,8861 

*2,571,826 937,664 

1,820,667 1,332,532 

[$2,183,493 $2,871,967 

4,863,560 3.015,875 

2,056,628 1,504,573 

$ 6,673.742 $7,752,824 

2,316,137 3,109,149 

2,903,347 2,057,143 

P a c i f i c 

Northern 

Southern 

Other 
D i s t r i c t s 

Tota l *5,564,051 *5 ,259 ; 30j :*2 , 753 ,677 *2,520,333:*6,350,004 *4,s72 ,082:*9,103 ,681 *7,332,415:$12,499,286*12 ,313,122 

(O 
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