' Z-18%0
' FIDERAL KESERVE BOARD ANNOUNCEMEET
FOL THE 7 ZEK ZWDING JANUARY 5, 1922.°
ADMITT=D 70 THT FPZDERAL RESELVE SYSTEL:
Total
DISTRICT I10. 12, Capital Surplus Kesources
Union Trus. Company,

San Froneisco, Calif, 1,200,000  £1,975,000 £38,903,541

CONVERTED IKTO NaTIONAL BalKS:
Admerican Savings bank, Pontiac, liichigan.
alpine vtate Bank, ..lpine, Texas, :
ruget S¢und Bank and Trust Company, Tacoma, -Jashington.
Pirst Suate Bank, De Kalb, Texas,

CH.LI{GE OF L.al.E

The Trust Company of Georgia, .tlanta, Georgia, has changed
its name to Lowry Bank and Trust Company of itlanta,

FER-IS5100. GRALTED TO EZERCIGE TRUST O7WERS:

National Union Bank of ionticello, ..onticello, Hew York,

Commercial National Bank of Columbus, Columous, Jnio.

First ational Bank of Ford City, Ford City, Peanzsylvonia.

Citizens Uational Bank of Vzndergrift, Vandergrift, Penna.

United States National Bank of Indiunc Harbor at BEast Chicago
Indignz Harbor, Indiana.

Forest City ilational Bank of Rockford, Kockford, Illinois.

Lumbermen's National Bank of Chigpewa Falls, Chippewa Fells,is

Digitized for FRASER
http://fraser.stlouisfed.org/
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X-1530

FEDER.L RESERVE BOuRD ANNOUIICELEHT
FOR THE WE:K BENDILG JANUARY 12, 1923.

ADITTED TO THE FEDERAL RESERVE SYSTEM:

Total
DISTRICT 0. 2. Capital gurplus Respurces

Irving Bank of New York, |
ew York, 1, Y. 12,500,000 $9,800,00¢ $306,140,206

WITHDRATWL
The Security State Bank, Ponca City, Oklahoma.

AUTHORIZED TO uCCERPT DRuLFTS ALID BILLS OF EXCHANGE
e _TO_100 PER CELT OF CAPIT4L 4D SURPLUS:

Irring Bank of iew York, liew York, li. Y.

PERIISSION GRANTED T0 EXERCISE TRUST POWERS:

The First National Bank of State College, Pemna.
District National Bank of Washington, Washington, D, C.
The american lational Bank of Dayton, Dayton, Ohio.

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



X~1530

FEDER.L RESERVE BOARD alNOULCELENT
FOR THE JEEK ENDING JuliGeRY 19, 1923,

AIUITTED TO THZ FEDERAL RZSERVE SYSTOM:

Total
Capital Surplus RBsources
DISTRICT NO. 2.
Fort Lee Trust Company 5
Fort Lee, N. J. ’ $100,000 $20,000 $130,000
DISTRICT NO, 3.
Oxford Bank & Trust Company
Philadelphia, Penna. ’ 260,000 100,000 3,826,595

Digitized for FRASER

(Succeeding the Oxford Bank
of Frankford)

CHANGE OF NALE:

The Dallas County State Bank, Dallas, Texas,
to the

llercantile Bank & Trust Company, Dallas, Texas.

Bali¥3 CLOSED:
The Evart State Bank, Evart, Iiichigan.
Edgar State Bank, Bdgar, Liontana.
Hardin State Bank, Hardin. Lontana.
! RECHARTERED:

The Oxford Bank of Frankford, Philadelphia, Penna., a
member institution, has been rechartered under the name
"Oxford Bank & Trust Company", and the new organization ad-
mitted to membership.

MERGERS:

The Industrial Bank of liew York, N. Y., a member bank,
has merged with the Llamufacturers Trust Company of Brooklyn,
N. Y., also a member, under the name of the latter.

The Ocean Park Bank, Ocean Park, Santa llonica, Calif.,
and the Community Bank of Whittier, Calif., member banks,
have merged with the Pacific Southwest Trust & Savings Bank,
Los Angeles, Calif,, also a member.

COLVERTED INTO HATION.L B.IKS:

The Cordell State Bank, Cordell, Okla.
The Oklahome State Bank, Cordell, Okla.

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



FEDERAL RESERVE BOARD
WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE, TO
THE FEDERAL RESERVE BOARD ' X-1530

FEDER.L RESERVE BO.RD ..L1OULCELZENT
FOR THE TEEK ELDING JaliU.KY 26, 1923.

<DL ITTED TO THE FEDERaL RESERVE SYSTEL:

Total
- Capital Surplus Resources
DISTRICT 1:0. 8.
~Iworth St, Louis Trust Co.,
. St. Louis, Lo, $200,000 40,000 $2,795,295'

VOLUIT. 1Y LIQUID..TIOL :

The Bank of Southern Visconsin, Janesgille, ¥is,

PERLISSIOL GR.TED 70 EXEKCISE TRUST POWERS:

The Ocean Grove Lational Bank, Ocean Grove, L. J.
The Union liational Bunk of Wilmington, Del.

The Ifzuch Chunk liational Bank, llauch Chunk, Penna.
~lliance First liational Bank, lliance, Ohio.

The First I'ational Bank of Toledo, Ohio.

The Farmers Lational Bank of Salem, Va.

The First lational Bank of Elberton, Ga.

The Puget Sound KNational Bank of Tacomz, Wash,

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



X-1530

FEDER.LL RESERVE BOLLRD .ITIOUNCELEDNT
FOR THE WEZK ELDIUG ¥EBRULRY 2, 1923,

ADUITTED TO THE FoDER-L RESURVE SYSIRM:

Nore acdmitted.,

CH.JGS OF Lulil:

American-Liberty Bank & Trust Co,, liew Orleans, La., to
american Bank & Trust Go.

Ogden Savings Ban't, Ogd=n, Utah, to
First Utan Savings Bank of Ogden.

Union & llercantile Wrust Co., Little Rock, ork,, to
Union Trust Compeny.

CONVERTED THTO 1aTI0k. T, BAVK:

First Guaranty Stace Bank, Quanab., Toxas.

VOLULT-RY LiQUINLTTOL:
Farmers & lierchants Bapk, Hortwell, Ga.

COLS0ITINTIONS:
The Bank of Fergus Courty, Lewistown, liont., has merged
into the Firet National Bank of Fergus County, Lewistown, liont.

The Commercial Trast & Savings Bank, Ilemphis, Tena., has

consolidated with the Bank of Commerce & Tiust Co., ilemphis,
Tenn., 4 member, under the name of the latter.

PLERNISSION GR.NTED TO EXERCISE TRUST POWERS:

The Commercial National Bank of Brazford, Penna.
The First National Bank of Highland, I[11l.
The First National Bank of Stockton, Calif.

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



X~1530

vy

FEDERAL RESERVE BO.ID ANIOULCEERT
FOR THE VEIZK ENDING FEBRU.KY 9, 1923.

ADIITTED TO THE FEDER.L RESIRVE SYSTELL;

Total
Capital SUrplus Resources
DISTRICT 1i0. 10.
The Farmers Reserve State Bank,
St, llarys, Kansas. $£25,00U 5,000 $193,305
1.SOLVELT:
St. Anthuny Bank & Trust Co., St. unthony, Idaho.
COLUVERTED INTO LT.TIOHAL Balik:
Gillespie Trust & Savings Bank, Gillespie, Ill.
VOLULNT.LRY LIQUIDATIOLN:
Iorth american Bank, llinneapolis, llinn.
PERIIISSION GR.LNTED TO EXZRCISE TRUST POVERS:
Hackettstown National Bank, Hackettstown, N. J.
Union Trust & National Bank of
Hudson County, Jersey City, N. J-
Third Nutional Bank, Ashland, Ky.
Georgetown National Bank, Georgetown, Ky.
Citizens' National Bank, Lekanon, Ohio,

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



X-1530

FEDERAL RESERVE BOARD AlIIOUNCELENT
FOR THE JEEK ENDING FEBRULRY 16, 1923.

ADUITTED 70 THE FEDERAL RESERVE SYSTEL:

Total
Capital Surplus Resources
DISTRICT 0. 8.
Bremen Bank,
St. Louis, Llo.  $200,000 $500,000 $6,466,907

BallK CLOSED:

Citizens State Bank, Roundup, Liontana.

WITHDRaWaL:

klerchants & Tkaders sState Bank, Chicago, I11.

PERUISSION GRULTLED TO EZERCISS TRUST 20VERS:

The National Freehold Banking C6., Freehold, Li. J.
The National Bxchange Bank of Baltimore, 1.
Bhe First National Bark of Bicknell, Ind.

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



i X-1520

FEDZRAL RESERVE BOARD ANNOUNCEIENT v
FOR THE J/EEK ENDING FEBRUARY 23, 1923.

. . o e e, bt e

Total
Capital Shrplus Regources
DISTRICT L0, 8.
Citizens Bank of laplewood,
liaplewood, (lissouri. 4100 ,000 $12,500 596,182
Natural Bridge Bank,
St. Louis, Mu. 200,002 40,000 1,045,491

PERISSION GRALTED TO EXERSISE TRUST POUVERS:

The Yonkers National Bank, Yonkers, H. Y.
The Central liational Bank, York, Penna.
The Lincoln iational Bank, Lincoln, I11.

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



X-1520

FODER4L RESERVE BOsRD .l OUNCELENT
FOR THE TEXK ENDING LLRCH 2, 1923.

ADUITTED TO THE FEDERAL BESEZRVE SYSTELL:

Total
Capital Surplus Resources
DISTRICT NQ. 8.
Citizens Savings Bank,
Cabool, 1l0. 3 25,000 $ 5,000 $288,476

CONSOLIDATION:

The Irving Bank of liew York and the Columbia Trust Co.
of i'ew York, both member institutions, have consolidated under the
name "Irving Bank~Columbia Trust Co."

COLVERTED L'T0 L. IO oL B.JK:

Farmers & Commercial Savings Bank, Clayton, Lo.

KEORG.. . I2. .LTI00:

The Citizens Bank of Cabool, Cabool, lissouri, has been
reorgznized and rechsrtered uncer the name of tnhe Citizens Savings
Benk of CsBo0Ol, and zdmitted to membershin.

R 0rolinD:

The Evart State Bank, Evart, Lichigan.

LERIMISSION GRAITED 10 ZX-RCISE TRUST POVLRS:

The .ational Bank of Gommerce of ..sheville, 1. C.
The Kanawha l.gtional Bank of Charleston, 7. Va,

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



X-1530

FEDXRAL RESERVE BOARD wIIQUNCELENT
FOR THE WEEK ENDING IZZRCH 9, 1923.

ADMIPTED TO THE FEDER.L RESERVE SYSTEIL:

None admitted.

CONSOLIDATION :

The Commercial Bank of San Luis &bispo, Calif., has
consolidated with the racific Southwest Trus® & Savings Bank,
Los .ngeles, Calif.

CONVERTED INTO Il.TIOlal BalK:

The First State Bank of Stigler, Oklahoma.

T-KEI! OVEK BY IL.TIONAL BaliK:

The Jefferson State Bank, Ilenan, Idaho, has been
taken over by the First lational Bank of Rigby, Idaho.

PERUISSION GRWLITED TO ZXFRCISE TRUST POWERS:

The Peoples National Bank of Lynbrook, . Y.

The First National Bank of Owego, Iie Y.

The Union National Bank of Schenectady, Li. Y.

' The First National Bank of Honeybrook, Pa.

The Citizens' National Bank of I.eyersdale, Pa.
The First National Bank of .mboy, I11.

The Security National Bank of Sioux City, Iova.
The smerican National Bank of Benton Harbor, I’ich.
The liarshall National Bank of Unionville, Ilo,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-1530

FEDERAL RESERVE BO4RD ANNOUNCELENT
FOR THE WEEK ENDING IARCH 16, 1923.

40ITTED TO THE FEDER.AL RESERVE SYSTELL:

Digitized for FRASER

Total
Capital surplus Resources
DISTRICT NO. 4.
The Pearl-llarket Bank,
Cincinnati, Ohio. $400,000 $200,000 $7,327,501
DISTRICT NO. 5.
The Hardy County Bank,
Moorefield, W. Va. 50,000 1,85 146,615
DISTRICT NO. 8.
Webster Groves Trust Co.,
Webster Groves, o, 100,000 25,000 1,380,010
FPirst State Bank,Palmyra,Ill 25,000 25,000 191,728
DISTRICT NO. 11.
First State Bank,
Sylvester, Texas. 50,000 800 160,213
WITHLDRaWAL:

The First State Bank, Prescott, Arkansas.

CLOSED:

Walton County Bank, Social Circle, Ga.

The First State Bank, lialone, Texas.

PERLISSION GRANTED TO EXBERCISE TRUST POWERS:

The Union National Bank, Souderton, Penna.
The First Nati®nal Bank, Parkersburg, W. Va.
The People's Kational Bank, Rushville, Ind.
The Tradesmens LIlational Bank, Oklahoma City, Okla.
The Colorado National Bank, Colorado, Texas.

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



12
X-1520

FEDERAL RESERVE BOaRD ..llOUNCELENT
FOR THE WEEK ZiDING 1akCH 23, 1923,

ADUITTED TC THE FEDERAL RESERVE SYSTELl:

Total
DISTHICT 40, 8. Capital Surplus Resources
Citizens Bank,

Gillett, arkansas. 25,0600 2,500 27,500

WITHDR.VALS:

Bank of Indegendence, Independence, Kentucky.
State Bank of Yayne, Wayne, lNebraska.

CONVERTED INTO HATIONAL BalK

Federal Trust Company of Beston, ..assachusetts.
CLOSED:

First Savings Bank of Sutherland, Iowa,
Eden State Bank, Eden, Idaho. )

CHaANGE OF NALIE:
Susquehanna Trust & Safe Deposit Co., Williamsport, ra.
to the .
Susquehanna Trust Company, Williamsport, ra.

CHANGE OF NullF oND LOCATION:

Sacramento-San Joaquin Bank, Sacramento, California
to the
United Bank & Trust Company of California, San francisco, Cal,

PHRUNISION GRANTED TO EXERCISE TRUST FOWERS

The Oviego hational Bank, Owego, New York.

The Citizens Lational Bank of Caldwell, Caldwell, New Jersey,
The First National 3ank of Salisbury, North Carolina.

The First National Bank of Dillon, Dillon, lontana.

The Citizens .iational Bank of 4lbuquerque, Hew Mexico,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-1520

FEDERaL RESERVE BOARD alNUQUNCELELT
FOR THE WE:X ENDRING lisRCH 20, 1923

ALIITTED TO THE FEDER.L RESERVE SYSTELL:

Total
Capital Surplus Resources
DISTRICT WO, 2.
The Watsessing Bank,
Bloomfield, &, J. »100,000 100,000 $1,965,810
DISTRICT U0, 3..
Peoples Trust Co.,
Philadelphia, Pa,. 624,450 100,000 5,399,895
DISTRICT 0. 6.
Bank of Commerce,
Tampa, Florida. 200,000 40,000 1,376,154
CLOSED:

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

First State Bank of Clyde Park, Clyde Park, Mont,

COLVERTED IiTO 1aTIOlil BalK:

The Trust Company of Orange, Orange, 1. J.
WITHDR.W.AL:
The Penelope State Bank, Penelope, Texas.

PERLISSION GRANTED TO LXEKCISE TRUST POWERS:

THe First National Bank,
The City liational Bank,
The First Hlational Bank,

Somerset, Ky.
Evanston, Ill.
llancos, Colo. .



X-1530
FETDERAL RESERVE BOARD ANIOUNCEMENT
FOR THE WEEK ENDING APRIL 6, 1923.
ADMITTED TO THE FEIERALL RESERVE SYSTEL:
: Total
Capital Surplus Resources
DISTRICT NO. 11.
First State Bank,

Abernathy, Texas. $25,000 ¥5,000 $231,915

CONVERTED INTO NATIOULL BANK:

The Southwest State Bank, Wichita, Kansas.

/

TaKEN OVER BY NATIONAL BulK:

The Bank of Eufaula, BEufaula, Alakama.
WITHDRAWAL:
State Savings Bank & Trust Co., iloline, Illinois.

PERMISSION GRANTED TO EXSRCISE TRUST POWERS:

The Brick Church National Bank, @€range, N. J.
The lational Bank of Long Beach, Long Beach, L, Y.
The Citizens National Bank, Sycamore, Ill.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-1530
FEDER.L RESERVE BOuERD .1OULCELELT
FOR THE JEIK BUDILG »PRIL 13, 1923
LDUITTED TO THE FEDER..L RESERVE SYSTEL:
Total
Capital Sumplus Resources
DISTRICT 1:0. 2. ’
Long Branch Danking Co., | .
. Long Branch, i. J. 150,000 $100,000  $2,418,711
DISTRICT 110. 4.
Farmers State Bank,
Lyons, Ohio, 25,000 2,000 203,172
DISTRICT NO, 11,
Firét State Bank,
Idalou,; Texas. : 25,000 - 156,669

CHAIGES OF i.Jidi:

Commercial Trust Co., rhiladelphia, Pa., to Bank of ilorth .merica
and Trust Co.

liorton Park State Bank, Cicero, Ill., to Cicero Trust and Savings
Bank.

COLISOLID..TI0I:

The Ilerchants Loan & Trust Co., Chicago, Ill.,, and the Illinois
Trust # Savings Bank, Chicago, I1l1l., have consolidated under the name
of I1linois ilerchants Trust Co.

WITHDRALLLS:

Iloline Trust & Savings Bank, Iioline, Ill.
Peoples Savings Bank & Trust Co., iioline, Il1,

PERLISSION GRaTED T0 IXEECISE TRUST ¢OVERS:

The Rockville I'ational Bank, Rockville, Conn.

The Carlstadt l'ational Bank, Carlstadt, L. J.

The First i.ational Bank, liidcletown, i.. Y.

The liational Bank of llorth Philadelphia, Philadelphia, Penna.
The Pennsylvania iational .Bank, Chester, Penna.

The ..merican .ational Bank, Little Falls, Linn.

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



X-1530
FEDERAL RESERVE BOARD ANNOUNCEZENT
FOR THE WEEK ENDING APRIL 28, 1923,
ADLITTED TO THE FEDERAL RESERVE SYSTEM
Total
Capital Surplus Resources
DISTRICT NO. 2
Amherst Bank
Williamsville, N, Y. $50,000 $15,000 $65,000
DISTRICT NO. 11
First State Bank,

Rochester, Texas 25,000 6,000 205,769

WITHDRAWAL

Polk County Trust Company, Lakeland, Florida.

P J
REQPENED

Edgar State Bank, Edgar, liontana,

PERLIISSION GRANTED TO EXHRCISE TRUST POWERS:

The Clement National Bank of Rutland, Vt.

Bergen National Bank of Jersey City, Jersey City, N. J.

The First National Bank of Summit, Summit, N. J.

The State of Wew York Hational Bank, Kingston, N. Y.

The Second Jational Bank of Parkersburg, farkersburg, w. Va.
The First National Bank of Santa Ana, Santa aAna, Califoraia.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-1530

FEDERAL RESZRVE BQARD ANNOUNCEMENT
FOR THE WEEK ENDING AYRIL 27, 1923

ADMITTED TO THE FEDERAL RESERVE SYSTEM:

Total
Capital surplus Resources
DISTRICT NO. 1,
Union Trust Co., '
Ellsworth, Maine. $100,000  $100,000 $2,506,858
DISTRICT NO. 6.
Evangeline Bank & Trust Co.,
Ville Platte, lLa. 75,000 37,500 764,272
DISTRICT NO. 8.
Grant State Bank, ‘
St. Louis, Mo, 200,000 50,000 674,413
DISTRICT NO, 12.
Yakima Trust Co., ’ ’
Yakima, Wash. 200,000 50,000 1,692,490

CONSOLIDATION:

The Security State Bank, Dillon, lMont., and the Beaverhead
State Bank, Dillon, lMont., both member institutions, have con-
s9lidated.

INSOLVENT :
The First State Bank of lialone, Malone, Texas,

PERLISSION GRANTED TO BXWRCISE TRUST POTERS:

Federal National Bank, Boston, lass.

First National Bank, Utica, N. Y.

The National Bank of Cynthiana, Cynthiana, Ky.

Knox National Bank, Ifount Vernon, Ohio.

First and Peoples National Bank, Gallatin, Tenn.
The National Bank of Rising Sun, Rising Sun, lx4&..
Union National Bank, Houston, Texas.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-153%0
FEDERaAL RESERVE BOARD ANNQUNCEIENT
FOR THE WEEK ENDING IIAY 4, 1923:
ADMITTED TO THE FEDERAL RESERVE SYSTEM Total
i0tal
Capital Surplus Rescurces
DISTRICT NO. 11.
Slaton State Bank, .
Slaton, Texas. %25,000 . {10,000 w453,193

CONVERTED INTO NaTIONAL BaNK

State Bank of Lebarnon. Lebancu, Illinois.

VOLUNTARY LIQUIDLTION

Lewistown State Bank, Lewistown, Llontana.
Consolidation with Empire Bank and Trust Company of
Lewistown, a member institution.

HITHDRAVALS:

Hetropolitan Trust Company, Boston, Liass.
Habersham Bank, Clarkesville, Georgia.

CONSOLIDATION:

The Depositors vavings & Trust Company of akron,
Ohio and the Citizens Bank of Cuyahoga Falls, Ohio, both
member institutions, have consolidated.
BANK CIOSED

The Banking Corporation of Montana, Helena, lLlont.

PERMISSION GRANTED TO EXFRCISE TEUST POWERS:

The First National Bank of Columbus, Columbus, Ind.
The Globe National Bank of Denver, Deanver, Colo.

AUTHORIZED TO ACCLPT DRAETS AND BILL3 OF EXCHANGE
UP TO 100 PER CENT OF CAPITAL aND SURLLUS

The Citizens National Bank of Boston, kiass.

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



DISTRICT 0. <.

19

Importers and Traders Bank
of New York,

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

The
The

The
The
The
The
The

X-1530
FEDERAL RESERVE BOARD adlQUNCELENT
FOR 7Tri WEEK ENDING ilaY 11, 1923.
ADHITTSD TO THE FEDERAL RESERVE SYSTENM
Total
Canitel our olus Resources
Wew York, W. Y.  $1,500,000 $7,000,000 46,773,377

CHAINNGE OF NALE

Peoples Savings cnd Dime Bunk, Scranton, Pa.,
to the
Peoples-Savings and Dime Bank and Trust Co.,
Scranton, Po.

PERMISSION GRaNTED TO EXCRCISY TEUST POWERS:

01d Colony National Bank of Plymouth, llass.

Ucean County iztional Bank of roint rleasant Beach,
Point Pleasant Beach, UH. Jd.

First Naotional Bank of Canonsburg, Canonsburg, ra.

First National Bank of Fleetwood, Fleetwood, fa,

First National Bank of Davenport, Davenport, lowa.

First Wationzl Bank of Sethlehem, bethlehem, ra.

Olympia wutionazl Bank, Olympia, Viashington.
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X-1520
. FEDERAL RTSHEVE BOARD ANIIQUNCILIENT
FOR THE WEEX ENDING LAY 18, 1923
ADMITTED TO THL FEDERAL RUSERVE SYSTELN:
Total
Capital sSurplus Resources
DISTRICT NO. 2.
The Amalgamated Bank,
New York, N. Y. %200V, 000 ¥ 75,000 $275,000
DISTRICT NQ. 11,
First State Bank,
Taft, Texas, 25,000 6,250 31,250

CHANGE OF Nalls:

The Citizens american Bank & Trust Co., Tampa, Fla.,
to the
Citizens Bank and Trust Company, Taomps, Fla,

PERIISSION GRANTED TO MXURCISL TRUST FOWERS:

The Lierchants National Bank of Heampton, Va.

The Central National Bank of Attica, Ind.

The american National Bank of Wausau, Wisc.

The National Bank of Vashington, D. C. {Supplemental)

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



Digitized for FRASER
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X-1530

FLDERAL RESERVE ROARD ANNOUNCEMENT
FOR THE WEFK ENDING LAY 25, 1923

ADMITTED TN THL FCIERAL BOLRRVE SYSTEM:

4
-

Nore admitied.

CINSED:.

State Savings Bank, Logan, Inva.

CONVERTED INTO NATIONAL B.ANK:

The Commonwealth Trust Co., Boston, Mass.

PERMISSION GRANTED TO EXERCISL TKUST POWERS:

The Commonwealth National Bank of Boston, llass.

Broadway National Bank of Nashville, Tenn. (Supplemental)
The City National Bank of Tipton, Iowa.

The First National Bank of Italy, Texas.

The Crocker National Bank, San Francisco, Calif.

The Peninsula National Bank of Portland, Ore,

Federal Reserve Bank of St. Louis

21
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| X-1530
FEDERAL RESERVL BOAKD .iiOUWC. i T
FOR THE WEEK ENDING JUNE 1, 1923.

ADMITTED TO THE FEDERAL RESERVE SYSTEM:

Total
Capital Surplus RBsources

DISTRICT NO. 2.

Bank of Smithtown,
Smithtown Branch, N. Y. $50,000 $25,000  £882,742

CONVERTED INTO NATIONAL BANK:

First State Bank, lLeonard, Texas.
CLOSED:
Capital City Bank, Santa Fe, New Mexico.

PERMISSION GRANTED TO EXERCISE TRUST POWERS:

The First National Bank of New Canaan, Conn.
The Mohawk National Bank of Schenectady, N. Y.
The Sycamore National Bank, Sycamore, Ill.

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



X~-1530

FUDERAL RELERVE BOARD aNhOUNCIMENT
FOR THE WEEX LNDING JUNE 8, 1923.

ADMITTED TO THE FETERAL RESKRVE SYSTEM:

Total
Capital Surplus Resources
DISTRICT NO. 10,
The Sedan State Bank,
Sedan, Kansas. $30,000 $50,000 $463,224

CONVERTED INTO NATIONAL BANK:

The Merchants & Miners State Bank, Ironwood, Mich.

CHANGE OF NAME:

The Citizens Bank, Pocatello, Idaho, to Citizens Bank
and Trust Company, Pocatello, Idaho.

PERMISSION GRANTED TO EXERCISE TEUST POWERS:

The National Bank of Middlesboro, lfiddlesboro, Ky.
The First National Bank of Pierce City, Pierce City, MMo.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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X-~1530

FEDERAL RESERVE BOARD ANNOUNCELENT
FOR THE WEEK ENDING JUNE 15, 1923,

ADUITTED T0 THE FEDERAL RESERVE SYSTEM:

: Tetal
Capital Surplus Resources

Guardian Trust Company of
York, ra. 300,000 +225,000 2,381,272

CONVERTED INTO NATIONAL BaNK

e

International Trust Company, Boston, AMassachusetts,

VOLUNTARY LIQUIDATION:
Farmers State Bank, Coulee City, Washington.

PERMISSION GRANTED TO EXERCISE TRUST POWERS:

The Penples National Bank of Laconia, Laconia, ¥. H.

The First National Bank of Houtzdale, Houtzdale, Pa. ,
The Drovers and .lerchants National Bank of Philadelphia, ra.
The Fairfield National Bank of Lancaster, Lancaster, Ohio.

The First National Bank of Fayetteville, Fayetteville, Tenn.
The American Wational Bank of fontiac, Pontiac, Mich.

The First National Bank of Lawrenceville, Lawrenceville, Ill.
The Farmers National Bank of Jadesville, “/adesville, Ind.

The Citizens Union National Bank of Louisville, Louisville, Xy.
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FEDERAL RESERVE BOARD ANNOUNCIMENT
FOR THE VEEK ENDING JUNE 22, 1923.

ADMITTED TO THE FEDERAL RESERVE SYSTEM:

Total
Capital Surplus Resources
DISTRICT NO. 6.
Bank of Elberton,
Elverton, Ga. $100,000 $25,000 $631,962
ISTRICT NO. 7.
Twenty-sixth Street State
Bank, Chicago, I11. 200,000 30,000 1,864,576

CONVERTED INTO NATIONAL BANK

The Citizens Bank of Renton, Renton, Washington.

PERMISSION GRANTED TO LXERCISE TRUST POVWERS

The Second National Bank of Brownsville, Penna.
The First National Bank of Cleveland, Okla.
The Alamo National Bank of San Antonio, Texas.
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FEDERAL RESERVE BOARD ANNOUNCEMENT
FOR THE WEEK ENDING JUNE 29, 1923.
AIMITTED TO THE FEDERAL RESERVE SYSTZM:
| Total
Capital gurplus Regeurces
DISTRICT NO. 7.
Brown City Savings Bank,
Brown City, lichigan. $40,000 $ 8,000 $660,623

INSOLVENT :

The Banking Corporation of liontana, Helena, Mont.

PERMISSION GRANTED TO EXERCISE TRUST POWERS:

The National Bank of Chambersburg, Chambersburg, Pa.
The First Natisnal Bank of Crawfordsville, Ind.
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FEDERAL RESERVE BOARD

WASHINGTON
X-3603

Janvary 2, 1923.

SUBJFCT: rAdministration of the Clayton Act.

Dear Sir:

In the Fall of 1920, when it contemplated reviewing
the Clayton lAct situation, thz Federal Reserve Board addressed
a letter to each Federal Reserve Agent, under date of November
22, 1220, requesting him to make a reneral survey of the situa-
tion in his district and to report to the Board all cases where
there was a possibility that the banks involved in interlocking
directorates coversd by existing permits had come into substan-
tial competition since the granting of such permits.

In order to provide a uniform basis for the proposed
review of the Clayton ict situation, it was deemed advisable to
suggest some sort of a test by which it micht be determined whether
or not any two banks were in substantial competition. After a
thorough study of the entire subject had been made, the Board
adopted the followine statement, which was incorporated in the
above mentioned letter:

"In the opinion of the Board, if two banks are gen-
erally engaged in the same character of business and are
so situated as to appeal to the same customers or would-be
customers, they must be deemed to be in substantial com-
petition within the meaning of the Fern Amendment, recard-
less of whether or not it is probable or possible that an
interlocking directorate between the banks would result in
injury to the public by making credit less available, and
regardless of the relation of the volume of business trans-
acted by the banks to the total volume of the bank1np
bus1ness transacted in that community."

That statement was not intended to be a rigid and in-
flexible definition of the term "substantial competigion" how-
ever, and has not been applied literally by the Board in cases
where it would lead to absurd results. Thus, where two banks
were found to be generally engaged in the same class of business
,ang.to be so situated as to appeal to the same customers or

. . -

i
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would-be customers, they were held not to be in substantial com-
petition where it was also found that actual competition between
them had been eliminated by common ownarship of stock or where

it was found that as a matter of fact they served different classes
of customers. In such cases they might be deemed to be in thsoreti-

al or fanciful competition, but not in actual or substantial com-
petition.

As you know, the proposed review of the Clayton ict
situation was deferred, but the above statement of what the Board
conceived to be the proper msaning of substantial competition has
served as a guide to Federal Reserve Jdeents in making investigations
and reports of cases where the Board!s permission for interlocking
directorates has been applied for.

The Doard has recantly reviewed this question 2gain and has
reached the conclusion that, whils thz above statement of the meaning
of substantial competition is essentially correct in principle, it is
not sufficiently capable of easy and uniform application to the widely
varyine facts which are inevitably encountered in the administration
of the Clayton Act. The Board has accordingly adopted the following
new statement of general principles for the guidance of the Federal
Reserve Agents as well as the Board itself in determining whether
banks are in substantial competition within the meaning of the Xern
Amendment to the Clayton Act:

"In gensral, two banks will be deemed to be in sub-
stantial competition if they actually compete for a considerable
amount of business,i.e., if a considerable portion of the business
of cach is of the same character and in doins or seeking such busi-
ness they actually compeste for the same customers or prospective cus-
tomers, regardless of whether or not it is protable or possible
that an interlocking directorate between them would rssult in in-
jury to the public by making credit less available. If the state-
ments of two banks show that each has a considerable amount of the
same class of deposits or loans and it appears from the evidence
submitted that thsy are so located as to be in a position to serve
the same customers conveniently, the Board will presume, in the
absence of evidence to the contrary, that they are in substantial
competition. This presumption may be rebutted, however, by any
evidence showing that they are not actually competing for such
business,e. g., that they actually serve different classes of
customers, that the business in question is not actually sought
by one bank but is merely incidental to its other business, or
that competition has already been eliminated through common
stock ownership. The existence of substantial competition,however,
may be shown by evidence other than that described above."
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This is not intended as a precise definition of the term "sub-
stantial competition" but merely as a broad statement of the general
principles which will be obsarved by the Federal R:ssrve Board in de-
termining whether banks are in substantial competition; and it must be re-
membered that, "Waether or not 'substantial competition' exists between
banks controlled by the act involves investigation and consideration of
matters of fact and the decision in each case must of necessity turn upon
the particular facts affecting it".

As & result of its recent study of this subject, the Board has
also decided to adopt a slightly different procedure in acting upon appli-
cations under the Kern Amendment. The present practice is to approve or
refuss an application on the basis of the evidence originally submitted;
and when an application is refused the Board notifies the applicant that
his application has becn raefused but that it will grant him a re-hearing,
if he so desires, at which he may submit additional evidence or arguments
tending to show that the banks involved are not in substantial competition.
This must seem to the applicant to be a rather arbitrary and harsh pro-
cedure. Furthermore, it commits the Board to a decision which it may
have to revsrse after considering adiitional arguments and evidence. It
is obvious that most applicants do not realize exactly what they are
trying to prove wt feel that in filling out the forms they are merely
complying with "governmental red tape", the result being that they fre-
quently fail to submit very important evidence favorable to their appli-
cations.. The Board reéently adopted new forms of applications and state-
ments which were designed to correct this situaticn to some extent; but
it is believed that a sli. htly different procedure, Ly which the applicant
would be advised of the deficiency in his arguments and evidence and would
be given an opportunity to submit additional arguments and &vidence before
any final decision is made as to his application, would be helpful. The
Board has decided, therefore, that whenever it appears from the evidence
submitted with an apglication that the banks involved are in substantial
competition it will, before taking final action on such application, ad-=
dress a letter to the applicant explaining the situation and inviting him
to submit any additional facts or arguments tending to prove that the
banks involved are not in substantial competition.

The Board believes, however, that much of this supplemental in-
vestigation can be avoided if Federal Reserve Agents will see to it that
a1l applications are completely and intelligently fillad out before being
forwarded to the Board. You are requested, therefore, to scrutinize care-
fully all Clayton Act -applications passing through your hands, to see that
they are complete and in order, and in cases where it seems advisable, to
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acquaint the apylicant with the purpose and necessity of the application
so that he will fill it out intelligently and in such detail as to inform
the Board of all the facts in the case.

For your further confidential information, the Board has also
had under consideration the question of what policy it should adopt as to
revoking Clayton Act permits heretofore granted, particularly in cases
where the banks invelved have come into substantial competition since the
time when permission was granted to serve them. With regard to this
question, the Board is advised by Counsel that it is not required by law

- to revoke any such permits, but that the power to revoke them is dis-
cretionary. After careful study, the Board has decided not to revoke
permits in cases where the interlocking directorates have resulted in the
growth of competition between the banks involved. It is true that in
such cases the Board has no power to permit additional common directors
between the banks involved; but the Board does not feel that the apparent
discrimination resulting from this lack of power is of sufficient gravity
to warrant it in penalizing directors who have permitted their banks to
come into substantial competition and have thus acted in harmony with the
spirit and purpose of the law. The Board, however, is ready to consider
the revocation of permits in cases where existing interlocking directorates
have had the effect of lessening or stifling competition between banks
which, but for the common directorate, would freely compete, and you are
requested to report all such cases to the Board in full destail.

By order of the Federal Reserve Board.

Wm. W. Hoxton,
To all Federal Reserve Agents. Secretary.
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FEDERAL RESERVE BOARD
STATEMENT FOR THE PRESS. X-3604.
For release in afternoon papars,
Friday, Januvary 5, 1923.

CONDITION OF THE ACCEPTANCE MARKET

NOVEMBER 15 to DECEMBER 15, 1922.

According to the reports received by the Federal Reserve Board
from the Federal Reserve Banks in the various Districts, the acceptance
market during the period under review, for thg most part, remained
steady, with the demand centinuing fairly good. Rates continued rela-
tively constant at the levels reached during the preceding period.

In District No. 2 (New York) the supply of bills was well
maintained throughout the periocd and the demand was sufficient to absord
the offerings. Dealers' avsrags weskly purchases amounted to 36 million
as compared with 37 million during the preceding period. District No. 1
(Boston) reports a decline in offerings. Sales were particularly slow
until about December 1, with country banks selling rather than buying.

In the last half of the period scattered buying was again in evidence.

In District No. 3 (Philadelphia) .there continued to be a fair
supply ef bills coming into the market and the demand from both local and
out-of-town banks was fairly active. Districts No. 7 (Chicago) and No. 4
(Cleveland) report that the markst has remained practically stationary
during the period under review. District No. & (St. Louis) reports the

supply of bills as scarce with a small demand, whereas District No. 10
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“2- S~3604
(Ransas City) also reports a limited supply which, howsver, was accom-
panied byAa good demand. In District No. 12 (San Francisce) the de-
mand continued brisk from all sources until about the first of De-
cember when city banks generally ceased purchasing, and after which
date the market became dull. At the close of the period the demand
and supply Qere about 2qual.

In District No. 2 (New York) the bulk of acceptances were
based upon the following commodities, in order of their importance,
coffee, cotton, grain, dollar exchange, and sugar. In addition bills
were executed in uthar Districts against meats, hides and skins, wool,
raisins, corn, silk, oils, tobacco, agricultural implements, and flour.

District No. 2 (New York) reports the best demand for short

bills which moved exceedingly easy throughout the period. Preference
was for 30 to 90 day maturities in all Districts. District No. 12
(San Francisco) reports an increased intersst in maturities and gives

the distribution of maturitics as follows:

Novembsr 15 to Octobar 15 to
December 15. November 15.
30 - day 12 per cent 11.3 per cent
1n

60 - day 36 0o .2
90 - day by o " bs.g " "
120-day 2 f 6.3 1 "
150-day g n y.2 n

Rates on prime bills in the various districts were as

follows:
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Lates on Prime Dills

Maturity Range during period Close

Offered

Disvrict
No. 1
(Bosten)

District
No. 2
(New York)

District
- No. }

{Philadelphiz)

District
No. U
(Cleveland)

District
No. 7
(Chicago)
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;O~day
V0-day
90-day
120-day
150-aay
180-day

30-day
e0-day
90-day
120-day

150-day

180~day

30-day
60~day
90-day
120-day
150-day
180-day

pid Offered Bid

4-1/g
1t
i}
1

#
"

u-1/g L

"
it
v

4-3/g 4

4-1/g-U-%
"
L

4-1/é--3/g
4-3/8
4-3/8-U-5/g

b-l-1/3
i

g

i

30-day
60-day
90-day
120~day
150-day
180-day

30~day
60-day
90-day
120-day
150-day
120~day

L-1/g

it
i3
i
{1
i

U-1/8-45

u~§~u-3/8
b-z-L-%
b-3/3-hesr/g

L-1/8

4-1/8
I

L

4-1f/g-%
b
U-3/8 Uz

U-1/g-%
1]

b-1/g-L-3/8
u-3fg
4-3/3-4-5/g

4-1/g
1

4-1/¢g

L+
h%“uf3/8
viag

4-3/8-4-5/g

| o
Wlel/g
4-1/g-
Wi

fi
4]

Ul-1/2
U}

IR -

"
"
u
"

L

7"
4]

Ylim1/8
ld

f



FEDERAL RESERVE BOARD

WASHINGTON

X-3605

January 6, 1923.

SUBJECT: Edge Act Corporations;
Rzport of Conaition a- at the Close of Businass,
Dzecember 30, 1u22.

Dear Sir:

Unaer the provisions of the Boaru's Regulation
X, Seriess of 1920, .overnin. banking corporations author-
ized to uo foreign vanking ousiness una=r ths terms of
Section 2% (a) of the Feaeral Ressrve Act, you are hersdy
raspectfully requasted to furnish the Boara with a rzport
of condition, as at the cliosz of business December 30, 1922,
giving in detail all azsets and liabilitiss of your
corporation anu tha data askea Tov¢ in the accompanying
memorandum.

Kindly acknowlzdge rec2ipt.

Very. truly yours,

Acting Goveruor.

(Enclosure)

TO ZDGE ACT CORPORATIONS.
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REPORT OF CONDITION TO FEDERAL RE-
SERVE BOARD.

-t e o B o -

The following information is desirsd in comnaction with the report of
condition to be made as at close of businsss Dscemosr 30, 1922.

- e et e oy s D e . O

HEAD OFFICE AND DOMESTIC BRANCHES COMBINZD

1. Detailed balance sheet showing all assets and liabilitiss,including
contingsnt liabilities. It is requested that the items for which de-
tailed schedules are requested below be shown as sseparats accounts on
the balance sheet.

2. Amount. of loans and discounts, daivided: Secured - Unsecursa
(a) Demand
(b) Time
(c) Overdrafts and othsr advances
Total

3. Detailed list of investments (including stock of affiliated insti-
tutions) showing:
: (a) Issuin. Government or corporation
(b) Intersst rate
(¢) Maturity
(d) Par value
(e) Book value
(f) Approximate market value

4. Ownership of stock of affiliated institutions:
(a) Per cent ownad by yourselves
(b) Per cent owned by foreign Governments
(¢) P2r cent ownea by individuals and corporations

5. List of banks, branchss, etc. having balances due to your corporation
with amount for cach bank separately:
(a) Governmant bank
(b) Domestic banks
(c) Foreign banks
(d) Foreign branches,agencies and affiliated institutions

6. List of banks, branches, etc. having balances due from your corporation
with amount for each bank separately:
(a) Domestic banks
(b) Foreign banks
(c) TForeign branches, agencies and affiliated institutions
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7. Bills payable:(Primary obligations of reporting curporation reprasent-
ing money borrowed)
(z) Payable to:
(b) Zmount
(c) 1Intersst rate
(d) Maturity
(e) Collateral - give list

&. Rediscounts (other than acceptancés sold with endorsement):

(a) Amount
(v) Maturity
(c) Rate

(d) With whom
(&) Secured or unsecured - if secured, give detailad in-
formation regaruing security.

9. Total liability for acceptancss sold with endorsement:

10. Deposits in the Unit:d States:

(a) Net demand deposits (after deducting uncollected de-
mand items payable within United States - exchanges)
$ Reserve Required §
(b) Time Daposits § Reserve Required $
(c) Total Reservs requirad against deposit liability $

Reserve held:

(d) Cash on hand ¢
(¢) Bank balances §
(f) Total cash reserve held §
(g) Excess or deficit of cash reserve held over reserve
required $

11. Acceptances:
(a) Acceptances outstanding:
1. Maturing in 30 days or less
2. Maturing after 30 days
Total outstanding acceptances
(b) Subscribed capital ana surplus
Excess a over b

Acceptances secured
Acceptances unsecured
Amount required to be secured under
agreement with Federal Reserve Board §
(Give list of security held as required
above giving description and approxi-
mats amount) ' '

£F LR Ly L5 Lf L0 £
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‘ Name ‘ Addrass'

=3~ %~3605a -

List of arawers of arafts acceptza, with total
agsre ate liacility in 2.cess of 10 per cent
of subscribia capital and surl,h,s showing:

(d)
(e)

Business mts Liaoility . Security* or Y}uaram

Amount of accaptances outstanaing drawn for ths purposs
of furnishing dollar axchanga.
Beserve ap:inst outstanaing acceptances: ° -
1-Requ1re.1° 15% against ail acceptances outstanamg
which maturs in 30 days or less:§
3% against all acceptamces outstanding
which maturs in mors than 30 days:§
Total reserve requirzd against
' ) acceptance liability §
2-Held: Cash and Bank balances (*%*) §
Bankers acceptances ¢
Securitiss approved by
Pederal Raserve Board (L:u.st
in detail) $
Potal raserve neld §¢.

lg: Gensral limitations:

Per cent deposits and acceptancss outstanding to subscribed

capita,l and surplus

13. Icist'of“officers sna dir:ctors.

1. List of stockholaers, showin, numbar of shares ownsd by sach.

15. List. of branch:s, sub-branchss, agencies, officaes and affiliated.
~institutions - date of opening of sach ana the.location.

16. Date of last sxamination or audit - by whom made.

...(*) If sacurity, state what the security consists of, giving quantity and
approximate valus; if a bank guaranty, #ive name and loc.tion of bank.

(**) Excess amount as shown in 10-(g) not required for rasarve egains-
deposit liahility. .

oNOTE Where a schedule doses not refer to your corpo:cat).on please mdx-
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FEDERAL RESERVE BOARD : 38

WASHINGTON

X-~3606 _ o

| January 6, 1923.

SUBJiZCT: Forein and Intornational Banking Institutions;
Report of Condition as at ths ClObP of Bu51ness
Decembar 30, 1922.

Dzar Sir:

“Unaer autiority of the agreemznt snt:rad into by your
corporation with the Fideral Res:rve Board, you ar= harzby respact-
fully requestza to furmish the Board with a report of conuition, as
at the closs of businass Dzcamber 30,1922, giving in d2tail all
assats and liabilities of your corporation and the data askea for
in the accompanying memorandum.

Kindly arrangs to file the report of your Head Offics
and domestic branchas combinsd as soon as possible. Separats re-
ports of foreign branches and affiliated banks should be sent as
soon as they ars received by you. It will be appreciatea if, after
the reports have been raceivad from all of your foreign branches
and affiliated banks, you will have prsparcd a conbolldatea state~
mant of your corporation to be sent to the Board.

While the Board has rulzd that no spacific rassrvs has to
be carried by foreign branch:s or affiliated institutions of Amesrican
banking corporations against desposits abroad, it, navertheless,
wishes to bz advised as to the average reserve carriad by all such
branches and affiliated institutions of corporations which are oper-
ating under agreement with the Federal Reservs Board. You arz,
therefors, requested to have each of your forsign branches, agencies,
offices and subsidiary banks furnish you, for transmission to the
Board, a report of the average reserve carrisd during the month of
‘Decembar, 1922, against deposit liabilities in the form shown in the
accompanying memorandurm. ‘

Kindly acknowledge receipt.

Very truly yours,

(Enclosure) Acting Governor.
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REPORT OF CONDITION TO FZDERAL RzE-
SERVE BOARD.

The following information is desirsd in connection with the report of
condition to be made as at close of business Dsicemoar 30, 1922.

e s o e - St S e e s e S i

HEAD OFFICE AND DOMESTIC BRANCHES COMBINID

1. Detailed balance.sheet showing all assets and liabilities,including
contingznt liabilities. It is requestsd thut the items: for which de-
tailed schedulss ara requested below be shown as saparatzs accounts on
the balance sheest. ‘

2. Amount of loans and discounts, divided: Secursd - Unsecured
(2) Demand
(b) Time
(¢c) Overdrafts and othsr advances
Total '

3. Detailed list of investments (including stock of affiliated insti-
tutions) showing:
(a) fssuint Government or corporation
(b) Intersst rate
(c) Maturity
(d) Par value
(e) Book value
(f) Approximate market value

4. Ownership of stock of affiliated institutions:
' (a) Per cent ownad by yourselves
(b) Per cent ownad by foreign Governments
(¢) P:ar cent owmea by individuals and corporations

5. List of banks, branchss, 2tc. having balances due to your corporation
with amount for cach bank separately:
(a) Governmasnt bank
(b) Domestic banks
(c) Foreign banks :
(d) TForeign branches,agencics and affiliated institutions

6. List of banks, branchss, etc. having balances due from your corporation
with amount for sach bank separately:
(a) Domestic banks
(b) TForeign banks .
(¢c) TForzsign branches, agencies and affiliated institutions
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Bills payable:(Primary obligations
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of reporting corporation repragsent-

ing money borrowed)

(z) Payable to:

(b) iZmount

{(c) Intersst rate

(d) Maturity

(e) Collatesral - give list

8. Rediscounts (other than acceptances sold with endorsement):
(a) Amount
(v) Maturity
(¢c) Rate
(d) With whom
(&) Secured or unsecured - if secured, give detailad in-

formation regaraing security.

9. Total liability for acceptancss sold with endorsement:
10. Deposits in the Unit:d States:
(a) Net demand deposits (after deducting uncollected de-
mand items payable within United States - exchanges)
$ Reserve Required §$
(b) Time Deposits §$ Reserve Required $
(c) Total Reservs required against deposit liability $
Reserve held:
(d) Cash on hand ¢
(e) Bank balances &
(f) Total cash reserve hold $
(g) Excess or deficit of cash reserve held over reserve
' required ¢
11. Acceptances:
(a) Acceptances outstancing:
1. Maturing in 30 aays or less $
2. Maturing after 30 days $
Total outstanaing acceptances $
(b) Subscribed capital ana surplus $
Excess a over b $
Acceptances securasd $
Acceptances unsecured $
Amount requirsd to be secured under
agreement with Federal Reserve Boarda §

(Give list of security held as required
above giving description and approxi-
mat:s amount) '
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(¢) List of arawsrs of arafis acceptza, #ith total
agera ets liavility in exc2ss of 10 per cant

of subscrib:c capival and surplvs showing:

Name  Addrese 3Business ég_g_@_ggta Liaoility Security* or .Busrunty

- (d) 2mount of accsptancaes outstanu:ne arawn for ths purposs
of furzishing aocllar axchanga.
(2) Rsserve ag:inst outstanaing acceptances:
1-Requirad: 15% against ail acceptvancss outstanding
which maturs in 30 days or iess:§
3% against all acceptances outstanding
which maturs in mors than 30 days:§
Total reserve requirzd against
’ . acceptance liaviiity $
2~Held Cash ana Bank balances (**) §
Banksrs accaptances
Securitizs apgroved by
Pedasral Reserve Board (List
in detail)
' Potal reserve neld §._

12. Gensral limitations:

.-

Per cent deposits and acceptancss outstaxmmg to subscribed
capital and sarplus .

13. List of'officers sha dir:ctors.
14. List of s‘i;ockholuers, ‘snowin, numb:r of shares owned by each.

15. List of branch:s, sub-branchss, agencies, officss and. affiliat.sa
institutions - date of opening of cach and the. location.

16. Date of last examination or audit ~ by #bom mads-

“.(*) If aacurity, state what the sscurity consists of, giving oua.ntity and
approxmate value, if a bank guaranty, ;ivs name and loc.tion of bunk.

(**) Excess amount as shown in 10-(g) not reqmred for rosarve agains:
deposit liabihty. .

'NOTE Where a schedule does not refer to your corporation, please indi-
ca.te this by inserting the word ™None".
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B. FOREIGN BRANCEES, AGENCIZS AND SUBSIDIARY BANKS AND CORPORATIONS.

1.

Digitized for FRASER

Balance saeet to be furnishad by each, showing in detail all assets
and liabilitiss, inciuding contingent liavilities. It is re-
quested thut the items for which detaiiea schedules are requested
below be shown as separate accounts on the balance sheet.

. Amount of loans and discounts, showing: Secured - Unsecured

(a) Demand
(o) Time
(¢) Overdrafts and other advances

Detailed list of investments, showing:
(a) Issuing Government or corporation
(b) Intsrest rate
(c) Maturity
(d) Par value
(2) Book value
(f) Approximate market value

List of banks having balances due to your branch with amount for
each bank separately:

(a) Government bank

(b) Banks and bankers

(c) Head Office

(d) Other branches, agencies and affiliated institutions

List of banks having balances due from your branch with amount for
each bank separately:

(a) Banks and bankers

(b) Head Office

(c) Other brancnes, agencies and affiliated institutions

Bills payable: (Primary obligations of reortiny corporation
representing borrowed money)

(a) Payable to

(b) Amount

(c) Interest rate

(d) Maturity

(e) Collateral (Give detailed list)

Rediscounts:
(a) Amount
{b) Maturity
(c) With whom
(d) Rate
(e) Secured or unsecured - if secured, give detailed data
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8. Deposits.
Doliar
Equiva-

isnt
(2) Govirnment deposits (if secured .ive
list of collatsral)

1. Demand ’

z. Time

d

Total
(b) Deposits - now payable
1. Local Currency
2. Dollar
3. Sterling
4. Otherwise
Total

9. Special Reserve Statement - average for month of Dscembzr, 1922.

(a) Net deposits:
1. Puyable in local currency.
2. Payable in dollars
3. Payable in sterling
N L. Payable Otherwise
' Total

(b) Reserve:
1. Armount, if any, and composition required by
local laws.
2. Amount held:

Amount Per cent to
n2t deposits
(a) Gold and Siiver ....¢ %
(b) Local currency .....
{(c) Other cash «.vvh....
(d) Balunce in local
Govt. bank ....... .
(e) Other reserve funds
Total
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10. Date of lust examination or audit - by whom made.

NOTZ: 1. Wasre a scheauls aoes not refer to your corporation,
please indicate this by inserting the word "Wone".
2. Reports for foreipn branches, agencies, etc., should
be in terms of United States dollars, stating the rate
of exchangs at which they were converted.
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( coPY ) December 21, 192Z.

Honorable George P. lcLean, Chairman,
Banking and Currency Committze,
United States Senate,

Washington, D. C.

My dear Mr.: Chairman:

The Federal Reserve Board has received your letter of December
7th requesting its views on two bills, S. 4003 and S. 4103, introduced by
Senator Capper and Senator Lenroct, respectively, to proviae additional
credit facilities for agriculture.

The Board has studiad these bills very carefully, and desires to
express its approval of the gencral purpose of both of them. Senator
Lenroot's bill, S. 4103, appears to be a re~draft of his earlier bill,

5. 3051, the enactment of which was recommended in the report of the Joint
Commission of Agricultural Inquiry and which received the approval of the
Federal Reserve Board in a letter addressed to you by Governor Harding on
behalf of the Board, under date of January 26, 1922, a copy of which is
enclosed herewith.

Senator Capper's bill, S. 4063, is similar in many respects to
a bill, H. R. 11763, introduced in the House of Representatives by Repre-
sentative McFadden which was commented on favorably by the Federal Reserve
Board in a letter addressed to the Secretary of the Treasury under date of
July 12, 1922, a copy of which is enclosed herswith. Furthermore, Senator
Cappar's bill contains featurss which the Board thought should have been
incorporated in H. R. 11763 so as to provide additional credit facilities
for agriculture in general as well as for the liva stock industry.

The major portion of each of these bills consists of provisions
creating facilities for sup.lying the need pointad out in .the report of the
Joint Commission of Agricultural Inguiry for agricultural credits of an
intermediate type, running from six months to three years, to finance the
production and marketing of agricultural products and the breeding, raising,
fattening and marketing of live stock-

The Board will confine itself in this commuication to the pro-
visions of these bills which amend the Federal Reserve Act or otherwise di-
rectly affect the Federal Reserve System. It has studied these provisions
with especial care. . There are certain comrents and constructive suggestions
which the Board desires to call to your attention, with a view of safe-
guarding the elasticity and soundness of the currency issued through the
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Federal Reserve Banks, and also of making the proposed amendments more
liberal and practicable.

Both bills would make certain classes of agricultural paper
2ligible for rediscount by Federal Reserve Banks with maturities up to
nine months. The Board calls your attention to the fact that this would in
a measure affect the elasticity of the Pederal Ruscrve Note currency based
thercon, but believes this might be done if restricted within the limits
prescribed in S. 4063.

The provision of Scnator Lenroot's bill designed to make nine
months paper eligible for rediscount was not in his carlier bill which re-
ceived the apyroval and support of the Federal Reserve Board as indicated
above. It would amand Scction 13 of tne Federal Reserve Act by changing
the proviso at the end of the second paragraph therzof to read, in part,
as follows:

"PROVIDED, That notes, - drafts and bills of exchange
drawn or issucd for agricultural purposes, including the
preparation for mar:eting and the orderly wmarketing of
farm products, by the producers of such proaucts or
their cooperative or-anizations, or based on live stock,
and having a maturity at the time of discount of not more
than nine months, cxzclu-ive of days of grace, may be dis-
counted in an amount to be limited to a percentage of the
assets of the Fedsral Reserve 3ank to be ascertained and
fixad by the Federal Reserve Board.™

This is a very broad provision and would not only extend the
class of paper eligible for rediscount as agricultural paper to include
paper drawn to finance the preparation for market and orderly marketing of
farm products by cooperative marketing associations but would also make
eligible for rediscount with maturitiecs up to nine months all agricultural
paper, whether drawn to finance the marketing of a crop which has already
been harvested or to finance the production of a crop which has not yet
been planted. The Board favors that part of this amendment which extends th.
class of paper eligible for rediscount as agricultural paper to include
paper drawn to finance the preparation for markst and orderly marketing of
agricultural products by cooperative marksting associations composed ex-
clusively of growers, and would have ruled nerstofore that such paper is
eligible as agricultural paper had the terms of existing law permitted. The
Board is of the opinion that that part of the amendment which would extend
the maturity of eligible agricultural paper t0 nine months, should be
limited to paper secured by warshouse receipts or other such documents con-—
veying security title to readily marketable, non~perishable, staple agri-
cultural products, or at least that no paper with maturities in excess of
six months should be accepted as collateral security for Federal Reserve
notes unless so sccurad. There is undoubtedly an important distinction te-
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tween paper drawn to finance the storage or markating of a crop which has
already been harvasted and that drawn to firaunce the production of a crop
which may not even be planted and which is subject to conditions beyond .
the control of the grower, such as drought, frost, hail, blight, or the
ravages of the boll weevil, which may cause a complete crop failure. The
former class of paper is recognized as sound, especially when secured by
warehouse receipts or otuer such documents covering non-perishable,
readily marizcetable, staple agricultural products waich are being marketed
or stored pending orderly marzsting, because there is something tangible
alrsady in existence out of the sale of which the borrower can reasonably
expcct to obtain the funds with wlhich to ligquidate his obligation. The
latter class of paper, however, is subject to such hazards as to make it
undesirable as a basis for ths issus of note currency, because the bor-
rower must succeed in growing and harvesting a crop and then selling it
at a fair price in order to realize the funds with which to pay off his
obligation, and through no fault of his own he may have a crop failure
which will deprive nim of the means of mecting his obligation, thus
making it mecessary for the bank to carry the loan for a year longer and
probably make him an adaitional loan to enable him to produce his next
Crop.

That part of Scnator Capper's bill, S. 4063, which would make
nine months paper cligible for rediscount is contained in a proposed new
ssction to be inssrted in the Federal Ressrve Act and designated Section
13 (a), and is limited to papsr drawn to finance the orderly marketing of
agricultural products or the fattening of live stock for market. It also
requires such paper to be secured by warchous:ss receipts or other nego-
tiable documents conveying or scecuring title to readily marketable, non-
perishable agricultural products or by chattel mortgages on live stocks

The second paragraph of Scenator Capper's proposed new Section
13 (a) of the Federal Reserve Act would also make paper of cooperative
marksting associations eligible for rediscount as agricultural paper when-
ever the proceeds (a) have becn or ars to be advanced by such an asso-
ciation to any members thercof for any agricultural purpose, oOr (b) have
been or are to be used by such an association in making payments to any
members thercof on account of agricultural products delivered by such
membars to the association or (c) havs been or are to be used by such an
assoclation to mest expenditures incurred or to be incurred by the asso-
clation in connection with the grading, processing, packing, preparation
for market, or marketing of any agricultural product handled by such an
association for any of its members. The Federal Raserve Board has not
ruled as to the eligibility of paper of class (a); but such papsr might
Pe held to be ineligible under oxisting law, and the Board considers it
desirable that such paper should be made eligitle for rediscount as agri-
cul tural paper by an express amendment to the Act. Paper of the kinds
described under (b) and (c) is now eligible for rediscount as commercial
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paper with maturities not in excess of ninety days, and the Board also ap-—
proves of the amendment making such paper eligible for rediscount as agri-
cultural paper. In its letter of July 12, 1922, which is referred to above,
the Board has herctofore gone on record as approving a provision of H. R.
11763 making paper of classes (a) and (c¢) eligible for rediscount as agri-
cultural paper. The Board, therefors, apyroves of all the provisions of
this paragraph. It would suggest, howsver,the insertion of a proviso making
it absolutely clear that the enumeration of thres classes of paper of co-
operative marketing associations as eligible for rediscount is not intended
to carry the inplication that other paper of such associations is nscas-
sarily ineligible. The Board nas ruled that saveral other kinds of paper
of cooperative markesting associations are cligible, and would regret to sce
- 8uch paper made ineligible. '

The proposed new section 13 (a) which would be addsd to the Federal
Rescrve Act by Senator Capper's bill is scientifically planned and un-
usually well worded, and the Board advocates its adoption in its pressnt
form except for the slight amendment just mentioned.

o Senator Lenroot'!'s bill, S. 4103, would authorize Federal Reserve

. banks to rediscount agricultural paper for Fuderal land Banks as well as
member banks (provided it does not bear the sndorsemsnt of non-member ~ ...~
State banks or trust corpanics which are eligible for membership in the
Federal Resarve System), and to buy and scll bonds and other such obli-
gations issued by Federal Land Banks. The Federal Reserve Board has
previously approved a bill containing these provisions but rather doubts
the advisability of its enactment.

Senator Lenroot's bill also contains a provision amending Section
[ of the Faderal Reserve Act so as to permit Federal Reserve Banks to pay
to their member banks anextra dividend up to 3% in addition to the 6%
cumlative dividend to which they are aow entitled, whenever their net
earnings exceed 12%. The Board approves this amendment in principle but

suggssts that all reference to the payment of dividends out of surplus be
omitted.

N Both bills contain provisions to amend Section 9 of the F§aeral
Reserve Act so as to permit State banks in places of not more than 6,000 in-
habitants to be admitted to rerbersiiip in the Federal Reserve System with a
minimum capital of $30,000, if their applications are accompanied by adequate
undertakings to increase their capital to $50,000 within three years, and to
permit Stats banks located in towns of not more than 3,000 inhabitants to be
admitted to membership with a minimum capital of $15,000 if their appli-
cations ar: accumpanicd by similar undertakings to increase their capital
tc §25,000 witain thres years. Thuse provisions are similar to these of a
bill introduced by Senator Harris, S. 3531, which was approved by a majority
Of the members of the Federal Ressrve Board, and which passed the Senate on
July 8, 1922. The Board, therefore, approves thess provisions.
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Senator Capper's bill would also amend Section 13 of the Federal

Reserve Act so as to permit bankers! acceptances drawn for agricultural
purposes and secured at the time of acceptance by warehouse raceipts or
other suéh documents conveying or securing title covering readily market-
able staples to be rediscounted with maturities up to six months, whersas,
they are now eligible for rediscount only when they have maturities at

- the time of discount not exceeding three months. The Board approvss of
this provision, as it is somewhat in line with a recent amendment to its
Regulation b permitting Federal Reserve Banks to purchase in the open
market bankers' ace¢sptances with maturities nct in excess of six months
which are drawn by growers, or by cooperative marieting associations com-
posed exzclusively of growers, of non-perishable, readily marketable stapl:
agricul tural products, to finance the orderly marketing of such products
and secured at the tims of acceptance by warshouse, terminal or other
similar receipts conveying sscurity title to such products.

Senator Capper's bill would also add a nsw paragraph at the
_end of Section 1l of the Foderal Reserve Act to be designated Section 1h
(f) which would authorize Federal Reserve banks to purchase and sell in
the open market either from or to domestic banks, firms, corporations or
individuals, acceptances of agricultural credit corporations organized
under Title I. Such corpcrations are authcrized to accept drafts drawn
for agricultural purposes with maturities not exceeding nine months when
secured by warchouse recsiyts or other such documents conveying or securin.
title to non-perishable, readily markzetable agricultural products or by
chattel mortgagss or other like instruments conveying a full and para-
mount lien on live stock which are besing fattened fcr markst. The Hoard
approvaes of the purposes of this amendment, but suggests that the term
"Federal Agricultural Act" appsarin; in the amendment as now draftad, be
changzd to "Rural Credits Act" to conform to other portions of the bill.

There is one amendment not coverea by <ithsr or these bills
which the Federal Resecrve DBoard would like to suggest in this con-
nection, because it believes that it would be of distinct benefit in as-
sisting the marketing of staplc agricultural products and would not
inject any undesirable paper into the Federal Rsserve System. It ap-
psars to be ths custom of many member banks to discount during crop
moving psriods large volum:s of sight drafts sccured by bills of lading
covering the shipment of agricultural products, and such drafts arc
not eligible for rediscount at Foderal Rescrve Banks because they have
no definite maturity. It has bozn ropresentcd to the Doard that these
drafts constitute the most liquid kind of paper and usually are paid
with gr2at promptn:sss. Thz Board bzlizvazs that to psrmit the radis-
count of such drafts would gr:zatly assist merbor banks in financing
the movement of crops and, th:rofors, racommends that the following
paragraph be inserted in Ssction 13 of the Federal Resarve Act immedi-
ately after the second paragraph thoreof:
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"Opon the endersem:nt of any of its member banks,
which shall be deemed a waiver of demand, notice and
protest by such bank as to its own endorsemant ex-
clusively, and subjact to regulations and limitations
to bs prescribed by the Federal Reserve Board, any
Federal Reserve Bank may discount or purchase bills
of exchanga payable at sight cr on demand which are
drawm to finance the domestic shipment of non-perishable
readily marketuble staple agricultural proaucts and
are secured by bills of lading or other shipping
documents conveying or securing title to such staples:
PROVIDED, However, that all such bills of exchange
shall be forwarded _romptly for coliection, and demand
for payment shall be made with reascnable promptnass
after the arrival of such staples at their destination:
PROVIDED, Furthsar, that no such bill shall in any
event be held by or for the account of a Federal
Reserve Bank for a period in ecxcess of 90 days. In
discounting such bills Federal Reserve Dbanks may com-
pute tae interest to be deducted on the basis of
ths estimated life of swuch bill, and adjust the dis-
count after payment of such oills to conform to the
actual life thercof.”

If the Board can give you further informaticn on this subject

or be of any assistance in any way it will be very glad to do so.
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July 12, 1922.

Honorable A. V. Mellon,
Secretary of the Treasury,
Washington, D. C.

My dear Mr. Secretary:

Receipt is acknowledged of your letter of July 5th en-
closing a copy of H. K. 11763, a bill introduced by Mr. McFadden
to provide further facilities for agricultural and live stock
credits, and enclosine also a copv of a memorandum prepared by
the Tar Finance Corporation with reference to the bill.

You refer to the fact that both the Federal Reserve Board
and the Treasury have eriven their endorsements to the so-called
Anderson-Lenroot Bill (S. 3051 and L. R. 10058) to provide fur-
ther credits for agriculture and live stock through farm wedit
departments to be established in the Federal land banks, but
that no action has been taken with recard to that bill since it
was recommended by the Joint Commission on Agricultural Inquiry,
and that there seems to be little disposition at the present
time to consider legislation for asricultural credits along
the lines proposed in the Anderson-Lenroot Eill. You statz also
that you regard it as a matter of the first importance that
legislation providine further facilities for agricultural and
live stock credits be agreed upon and enacted into law suffi-
ciently in advance of May 31, 1223, the date now fixed by law
for the cessation of the activities of the Var Finance Cor-
poration, to avoid any pressure for furthsr esxtensions
of the life of that corporation, and yocu believe that it would be
helpful, therefcre, if the Treasury and the Federal Reserve
Board and the Tar Finance Corporation would all agree on some
workable measure between now and the opening of the fall ses-
sion of Congress. You accordingly ask the Federal Reserve Doard
to consider the provisions of F. R. 11763 and to express its
views as to the merits of that bill, particularly in the light
of the discussions of the past year or more on the subject of
agricultural and live stock credits.

The Federal Reserve Doard agrees with you as to the
desirability of cooperation with a view to the enactment of
sound and constructive legislation providinz for additional
credit facilities for agriculture and live stock and will be
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glad to render such assistance as it can to this end.

Title I of H. X. 11763 propcses certain amendments to the
Federal Reserve Act. Section 2 of this title would add a section
to the Federal Reserve Act to be numbered Section 13(a) and entitled
"Discount of Agricultural and Live Stock Paper."  The new section
contains a provision similar to the one contained in the present
law that "any Federal reserve bank may discount notes, drafts,
and bills of exchange issuesd or drawn for an acricultural purpose,
or based upon live stocl, and havin- a maturity at the time of
discount, exclusive of days of grace, not exceeding six months",
but adds a proviso authorizing Federal reserve banks to discount
nine months! paper wnder certain circumstances. The nine months!
paper which would be made elizible by this proviso consists of
(a) paper "secured by warchouse receipts or other such negotiable
documents, conveying or securing title to readily marketable, non-
perishable asricultural products", and (b) paper secured by chattel
mortgage upon live stock which is "being fattened for market , under
such conditions that it will be ready for market on or before the
date of raturity" of such raper. This extension of the maximum maturity
of paper which may be discounted by Federal reserve banks from six
months under the present law, to nine months under the proposed bill,
is the most important featurs of T. R. 11763 so far as concerns the
Federal Reserve System.

The second paragraph of the proposed new section 13(a)
further providsos that notes issusd by, and drafts accepted by, a
cooperative marketins association composed of producers of agri-
cultural products, shall be deemed to have been issued or drawn
for an agricultural purpose if the proceeds thereof have been or
will be advanced by such association to any members thereof for
an agricultural purpose, or have been or will be used by such
association in connection with the gradinz, processing, packing,
preparation, or marketing of asricultural products. Under the

~present rulings of the Doard, zrowers! drafts accepted by coop=

erative marketing associations are elicible for discount with
maturities not in excess of six months, if the proceeds are used

by the growers for an agricultural purpose, and notes of coopera-
tive marketine associations are eligible for discount with matur-
ities up to three months, if the proceeds have been used in con-
nection with the gradinz, proc¢essing, etc., of agricultural products,
or if the association purchases acricultural products from its
members - rather than handles such preducts on a consignment basis-
and the proceeds of the notes are usad by such association to pay
its members for agricultural produ ¢s delivered to it. The only
substantial effect of this paracraph with regard to paper created
by wooperative marketing associations would be, therefore, to ex-
tend the maturity limitation of eligible notes issuad by such asso-
clations from three to six months and this extension would meet
with the approval of the Federal Reserve Toard.
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As bearing on the question of the advisability of making nine
months? paper eligible for discount, I am enclosing herewith a copy of
the Doard!s letter of December 13, 1620, to the Chairman of the Banking
& Currency Committee of the United States Senate, in which the Board
expresses its disapproval of Senate Bill U559 of the 66th Congress
which proposed to make eligible for discount by Federal reserve banks
agricultural and live stock paper with matvrities up to twelve months,
on the ground that the enactment of such legislatiorn would materially
lessen the liquidity of paper held by the Federal reserve banks and
the elasticity of the Faderal reserve note currency which is based upon
and. secured by the paper so held, The Zoard reiterated its disapproval
of legislation of this character in its letter to the Chairman of the
Banking & Currency Committee of the United States Senate, dated January 26,
1922, The same objection applies to the extension to nine months of
the maturity limitations of the paper that may be discounted by Federal
reserve banks although it applies in a lesser degree, Without, however,
expressing itself definitely against this extension as proposed in
H. R, 11763, the Zoard desires to say that if nine months?! paper is
made eligible for discount, its use by Federal reserve banks as col-
lateral for Federal reserve notes should be prohibited, so that in any
event the elasticity of the Federal reserve note currency may be pro-
tected, and to say furthermore that in its opinion a better and safer
way to provide additional credit facilities for agriculture in gen-
eral would be to broaden the scope of Title II of H. R. 11763, which
as at prasent drawn offers facilities to the live stock industry exclusively.

Defore describins the provisions of Title II I should men-
‘tion that Section 3 of Title I of HI. R, 11763 proposes to make another
amendment to the Fedsral Reserve Act so as to make eligible for member-
ship in the Federal Reserve System banks located in places with popu-
lations of 6,000 or less, although the banks have only .60 per cent of
the amount of capital required under the terms of the present law,
provided, that the application of such a bank for membership is ac-
companied by adequate undertaking that the capital will be increased
within three years to the amount now required. A majority of the
‘members of the Doard approve of this feature of H, R. 11763 and have
already expressed their approval of S. 3521 which is designed to ac-
complish substantially the same end. This latter bill was passed by the
Senate on July 10, 1522,

Title II of H. R, 11763 provides for the division by the
Federal Farm Loan Board of the continental United States into not less
Ehan five nor more than ten geographical districts to be known as
Live stock districts", in each of which is to be established « Federal
Live Stock Finance Corporation to be operated under the supervision
of the Federal Farm Loan Zoard, but independent of the Federal land
banks. Any live stock Loan Company incorporated under State law and
having a capital and surplus of not lsss than $100,000 may become a
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member of the Federal Live Stock Corporation of its district by sub-
scribing to stock in such Live Stock Finance Corporation in an amount
equal to twenty-five per centum of the capital stock of the subscrib-
ing corporation. On behalf of the Unitzd States, the Secretary of
the Treasury is to subscribe to the capital stock of each Federal
Live Stock Finance Corporation in a swm equal to twenty-five per
centum of the aggregate subscripiions ¢f merber corporations, but in
no event in excess of one million dollars fur anv one Federal Live
Stock Finance Corporation. Member corporations may deposit with thsir
Federal Live Stock Finance Corporation United States bonds or other
obligations of the United States, and such Federal Live Stock Fi-
nance Corporations may thereupon rediscount for such member corpor-
ations eligible live stock paper in an amount not to exceed ten times
the face value of the United Statass bonds or other obligations so
deposited, or may make loans or advances to such member corporation
in a like amount upon th:s member corporation’s promissory note se-
cured by eligible live stock paper. Fligible live stock paper is
defined as "notes, drafts, bills of cxchange, or othor evidences of
debt (hereinafter roferred to as oblications) made by one or more
persons, firms, corporaticns, or associations sngaced in the United
States in the business of breedinz, raisinz, or fattening live stock,
which obligations are scecured by a chattel mortgage conveying a first

" and paramount lien upon ths live stock which has 2 current market
value at the place such live stock is located equal at least to 150
per centur: of the face value of such sscured oblication or oblipations.”
: In order to provide Federal Live Stock Finance Corporations

with funds, in addition to their capital, with which to rediscount

for and make loans to member corporations, the bill provides that

each Federal Live Stock Financs Corporation may issue and have out-

standing collateral trust bonds in an agsrecate amount not exceeding

twenty times its paid-in and unimpaired capital stock, maturing in

not less than six months nor more than three years from the respec-

tive dates of issue; and bearing interest at ratss to be fixed

by thes directors of the corporation with the approval of the Fed-

sral Farm Loan Doard. - The bonds issuad prior to June 30, 1925,

arc to be exempt from taxation other than inheritance taxes.

' The title contains detailed provisions with respect ‘
to the custody of the collateral for the bonds, which collateral 1is
to be held by a "Federal custodian” who is to be one of the direct-
ors of the Federal Live Stock Financo Corporation appointed by
the Federal Farm Loan Doard.

The bill is well drawn and would, no doubt, provide help-
ful and much needed assistance to live stock interssts, but, as
I have already mentioned, the benafits of Title IT would not accrus to
agriculturc other than live stock. . R. 11763 would afford to
live stock interests an additional source of credit, maggy.available

N
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by the issuance of short term bonds by regional finance institutions
the establishment of which is provided for in Title II, but offers

no relief to agriculture other than live stock except through the
extensions, provided for in Title I and heretofore described, of

the maturity limitations applicable to cooperative marketing asso-
ciation paper, and paper secured by nonperishable agricultural products.

It is recognized, of course, that the conditions of the
live stock industry differ from those which pertain to other classes
of agriculture, in that the period during which the ranchman with a
breeding herd requires financing is from two to three years; so that
there is doubtless a greater need for additional credit facilities for
live stock than for other kinds of agriculture. In so far, however,
as other classes of agriculture require credit facilities in addition
to those now available, the Doard is of the opinion, as it has al-
ready suggested, that th: more logical and the safer way to provide
such facilities would be to enlarge the powers of the proposed regional
finance corporations, so as to enable them to discount paper secured
by agricultural products as well as paper secured by live stock. This
would necessitate a chanse in the title of the regional finance cor-
porations and probably an snlargement of the membership in such cor-
porations, but it seems to the Doard that it might be possible to
work out an amendment of this kind which would not only eliminate
the feature contained in Title I of H, R. 11763 as at present drawn,
of extending to nine months the mzturity limitations of certain
kinds of paper eligible for rediscount at Federal reserve banks, but

would alse provide more adequate relief to all classes of agricul-
ture.

i If the Doard can be of any further assistance in comnection
with this subject it will be very glad to do so.

Yours very truly,
(Signed) ¥'. P. G. Harding

Governor.

COPY
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- January &, 1922.

My dear Mr. Peek:

Your esteemed favor of Dscember 26 in reply to my
letter of December 22 is gladly received and read with much
interest.  After reading and re-reading it, however, I am re-
luctantly forced to agrse with you that since our viewpoints
are at such a variance, it would seem to be an insurmountable
task to harmonize them.

Before dropping the case with you, however, I want to
impress upon you the fact that we have not a central banking
system in this country. Our system is a decentralized banking
system under the suparvision of a central board. I cannot re-
frain from making the statement at this time that in my opinion
the power possessed by the Federal Raserve Boara is in the minds
of the public greatly exaggerated. The Fedaral Raescrve Act de-
fines the duties of the Federal Reserve Board and if the Board
has any power it should not have (I cannot think of any at this
time) it would be a simple matter for Congress to amend the Act.

It is most certain that the Federal Reserve Board cannot make any
loans, and it has no control over the loans made by Federal reserve
banks, the general nature of which is regulated by law as inter-
Preted by the regulations of the Board. The Federal Reserve
Board has never deemzd it proper and has no legal authority to
interfere in the relations betwesn a reserve bank and its member

- _gdanks. Still less can the Reserva Board control the loans of

" “momber banks to their customers. wuch loans are entirely within
the discretion of the banks thomselves, except in so far as they
are restricted by the National Danking Act and by State Banking
Laws - The rates of intsrest charged to customers by member banks
are entirely the result of local and economic conditions in so.
far as they are not regulated by state %aws. In other words, neither
the Federal Reserve Board nor the Federal reserve banks have any-
thing whatever to do with the rates of intersst charged the borrower
or any control over loans made by a member bank to its customers.

It is a fact, however, that some member banks, as well as
non-member banks, that did not want to grant applications for loans
on account of their undesirability or becausc th2 bank was already
in an overextended condition, have given as a reason for declining

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



-2~ _» X-3609 - &Y

the application, the statement that the Federal Reserve Board or the
Federal reserve bank would not permit the bank to make any more loans.
This is a dpecies of "passing the buck" and has been the cause of much
of the uniair and unjust criticism of the Faderal Beserve system.

‘My viewpoint in making an analysis of the opsration of the
Federal Reserve system is that of one who has been in the banking
business for a quarter of a century, in one of the best agricultural
sections in the United States if you please, who also has seen service
on the Federal Reserve Board for twenty months. Consequently I am
looking from without as well as from within, and it occurs to me that
the old saying ®the proof of the pudding is in the eating®™ appliex
particularly well to the operation of the Federal Reserve system.
It has been given a tast of such severity as no one ever dreamed of
and has weathered the storm as no other bankmg system in the world
was able to do.

‘I’he policies of the Federal Reserve System are the result of the
most careful study of the Federal Reserve Board in conjunction with the
advice of an Advisory Council composed of twelve men, one from each
Federal Reserve District appointasd by the directors of the Federal re-
serve banks. In addition to the Advisory Council, the Federal Reserve
Board is in constant touch with the Federal Reserve Agents and the -
Governors of ths Fedsral reserv: banks and through them with the Boards,
of Directors of the twelve Federal reserve banks and the twenty-three
branches. These Boards of Dirsctors are composed of representative
bankers and business men who are thoroughly familiar with the needs and
resources of their Districts. The Advisory Courcil is composad of men
of wide experience in finance from every section of the country who meet
in Washington four times cach year with the Federal Reserve Board. The
policies of the System are largely the result of these conferences. The
Chicago District has been rapresented by such able and distinguished men
a8 Messrs. James B. Forgan and John J. Mitchell. I mention this for the
purpose of calling your attention to the fact that the policies of the
Federal Reserve System are not the creation of any one mind or even of
the Board, but are established by and with the advics of recognized and
most highly respected financial intelligence.

While we cannot seam to agree as to the cause of the troubles of
the past, we can certainly join in hopes for the future; that the coming
year will see a Europe earnestly working for psace and well on the road
to economic recovery; an America with continued good crops,better prices,
increased industrial activity, and fewer misunderstandin.s between em-
ployer and employee, which nscessarily entail hardships for all.

With best wishes for your own ,ood health and prosperity, 1 am
Very truly yours,

Mr. Géorge N. Peek, (Signed) John R. Mitchell.
Moline, Il1l.
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FEDERAL RESERVE BOARD | 58

'WASHINGTON

Jamary U4, 1923.
x-361o

CONFIDENTIAL

Subject: Protecctive Measures.

Dear Sir:

In connsction with the investigation of
the recent robbery at the Denver Mint, suggestion

has bacn made that it might be desua,ble for the
Seerst Service Division of the Trcasury Departmont
to make a survoey of ths protective measures employed
at all Federal Rcserve lanks and Dranches. The
suggestion has met with the approval of the Federal
Reserv: Doard and Treasury Department and the Seerct
Sorvice will thsrefore ertake such a survey, fol-
lowing which a rcport will be rendered to the Federal
Reserve Board and Trcasury Department and such sug-
gestions and recommsndations as may be made with
respaect to your Iank and Dranches, if any, will be

. communicated to you in duz courss.

Very truly yours,

Acting Governor.

To The Chairmen of All Federal Resarve Danks
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January 3, 1923. X-3611
To: The Federal Reserve Board. Suvject: Reserves against so-
called "Special Savings
From: Mr. Wyatt - General Counsel. Deposits".

A formal opinion has been raquested on the guestion whether so-
called "Special Savings Deposits" of certain State Member Banks in Cali-
fornia can properly be classified as "éavinés accounts" in computing the
reserves which such member banks are required to maintain under the terms
of Section 19 of the Federal Reserve .Act.

These so-callad "special savings deposits" are represented by pass
books and bear interest, and tha banks recziving them expressly reserve the
rijht to require thirty days! notice before withdrawal. Under the Cali-
fornia law, as it has oeen construed by the State authorities, these ac-
counts are also required to be segre.ated in scparate savings departments
the assets of which constitute trust funds for the protection of savings
depositors; they can be invasted only in a restricted class of securities
and lomméd only in a restricted manner; and they are subject to mang other
special safeguards not applicable to ordinary commercial deposits. It ap-
pears, however, that they do not represent the savin.s of persons of small
means, but interest is paid only on amounts in excess of $500, and such
deposits usually consist of surplus funds of persons of large means who wish
to obtain interest upon ther and at the same time enjoy the privilsge of

checkin, apgainst them. Furthermore, they are normally subject to with-
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drawal by check without the presentation of the pass pooks, and normally
an unlimitsd number of checks can be crawn against them at the same time,
although the bank ressrves the ri1ht to require the presentation of the
pass books. In practice, therefors, they are subject to check and con-
stitute interest-bearing checking, accounts.

Before they applied f&r membership in the Federal Resarve System,
the California State banks raised thes question whether they could treat
such deposits as savin.s accounts in computing the reserves which they
would be required to maintain under the terms of the Federal Reserve Act.
At that time Mr. Perrin, the Boara's local representative at San Fran-
cisco, took the position that such accounts should be treated as savings
accounits and urged the Federal Reserve Zoard to adopt the same view. Ap-
parently without obtainin, an opinion from its Counsel as to whether this
could be done leually, the board addressed a circular letter to all

- Federal Reserve Agents under date of December 2b, 1917, requesting their
views as to whether it should amend its Re_ulation D so as to parmit such
deposits to be treated as savings accounts. The zreat majority of the
Federal Reserve A ents opposed such an amendmeht to Repulation D on the
round that it would lead to abuse, and the Board refused to amend its
Reculation. With full knowledge of this action, the California State banks
applied for, and received, admission to membership in the Federal Reserve
System.

According to a statement contained in the brief of Mr. Edward

Elliott, representing the Security Trust and Savings Bank of Los Angeles,
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however, all the California State Banks having such accounts have always
carried reserves of only three per cent against them, and the practice mgy
was first called into question in the autum of 1921, followinyg an exami-
nation by Federal Reserve Dank examiners of the Los Angeles Trust and
Savings bank. * * %  Apparently, it was not called to the attention of
the Board, however, until the spring of 1922, when it was brought to the
attention of Messrs. Miller and Mitchell of the Federal Reserve Board by
the Los Angeles Trust and Savin.s Dank, during the visit of those gentlemen
to California in March and April.

At that time the gquestion whether such deposits could be treated
as savings accounts in computin, reserves was again raised in a telegram
addressed to the Board under date of April 15. Governor Harding replied
under date of April 19 that such deposits could not be made subject to 3%
reserves without an amendment to the Doard!s regulations and that the
Soard felt that such an amendment would l2ad to abuse and that it could not
properly make a spacial regulation or exception applicable only to banks
in California.

Several of the State Danks then raquested a hearing, which was
granted on June 14 and at which Mr. Edward Elljott, formerly of the Federal
Reserve Zank of San Francisco, appeared as their representative, filed an
elaborate brief together with one written by Mr. William G. McAdoo,
formerly Secretary of the Treasury and ex-officio chairman of the Federal

Reserve Board, and strongly urged the Board to permit only 3% reserves to
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be carried against such accounts. Apparently, the Board took no action at
that time but took the matter under advisement. The matter was discussed
several times at Doard meetings; several other informal confarences wers
had with Mr. Elliott; a report was requasted and obtained from Mr. Perrin
(in which he advocated the granting of the request of the State lanks);
and finally, on December 6, the loard voted not to amend its Regulation D
and that such deposits must be treated as @emand deposits in computing
reserves. In advising its agent, Mr. Perrin, of this action, the Board
specifically advised him of its expectation that he would see-that this
ruling was strictly complisd with.

It appears, however, that this ruling is not being complied with
and that Mr. Perrin has requested a hearing at which he may éppeal from
the Loard's ruling and again advocate the srantin. of the request of the
California State lanks. TIefore deciding whether or not to grant this
hearing, the Doard desires a formal cpinion on the question whether it
can legally grant the request of the State banks and permit such deposits
to be treated as savings accounts in computing reservss.

When this guestion was originally submitted to me I was unwilling
to say dogmatically that the term "savings accounts™ as used in Section 19
of the‘Federal Resarve Act could not be construed to include such deposits
without making a thorough investigation of the subjsct. I did express
serious doubts, however, as to the propriety of so comstruing the term
"savings accounts™. I have bean giving the problem further study and de-

liberation for sevaral months, =nd when Mr. Platt informed me that the
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matter was again coming up for consideration I concantrated the offorts
of this office on the problem and made a thorough investigation of the
authorities, a careful analysis of the bricfs submitted by Messrs. McAdoo
and Elliott and of ths report submitted by Mr. Perrin, and a painstaking
study of the lancuage, philosophy, history and underlying purpose of the
law. On account of pressurc of oth:er work I was unable to render a writ-
ten opinion on ths subject at that time, but I advised Mr. Platt orally
that such deposits could not pfoparly be classificd s "savings accounts”
within the mesaning of Section 19 of the Fed:iral heserve act.
T3 TRINS OF THE LAV.

In proscribing the amount of raserves to be maintained by member
banks, Section 19 of the Federal Heserve Act makes a distinction between
"time deposits" and "demand deposits"; and requires smaller reserves to be
maintained against the former than against the latter. The first para-
graph of that section definss "demand deposits™ and "time deposits™ as fol-
lows}

"Demand deposits within the meaning of this Act shall
comprise all deposits payable within thirty days, and time
deposits shall comprise all deposits payable aftar thirty
days, all savings accounts and certificates of deposit

wnich are subject to not less than thirty dayst' notice
bafore payment, and all postal savings deposits®.

It will be noted that the term "time deposits" comprises:
(1) All deposits payable after tnirty days.

(2) Savings accounts which ars subjsct to not
less than thirty days! notice before payment.
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(3, Certificatss of deposit which are subject to
not less than thirty days?! notice before pay-

ment, and

(4) Postal savines diposits.

Th: deposits undar consideration are not "payable after thirty
days"; because they are not payable on a definite date nor a specified
number. of days xfter date, nor only after thirty days! notice which is
actually required. Ths mers fact that thay are ;ubgect to not less than
thirty days?' notice before payment is not sufficient to make them deposits
"payable after thirty days"; bacause the Act clearly makes a distinction
batween deposits payable after thirty days and those which are merely sub-
Ject to thirty days' notice before payment. Mr. McAdoo admits this ip his
brief. It is obvibus that they are neither certificates of deposit nor
postal savings deposits.

If they are to be classified astime deposits, therefore, they
must be brought within the term "Savings accounts®; and this discussion
will be confined to .the question whether they can propzrly be desmed to
be includad in that %erm.

THE BOARD'S REGULATIONS.

The Hoard's Kegulation D, Series of 1920, defines "Savings Ac-
counts# as follows:

"The term 'Savings Accounts' shall be held to include
those accounts of the bank in respact to which, by its

printed regulations, acceptad by the depositor at the time
the account is opened -
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(a) the pass book, certificate or other similar
form of receipt must be presented to the bank whenever
a deposit or withdrawal is made, and

(b) the depositor may at any time be raquirsd

by ths bank to give notice of an intended withdrawal

not less than thirty days before a withdrawal is made."

The dsposits in question comply with requirement (b), but they
do not comply with requirement (a) because the pass books are not actually
required to be .res:ntsd whenever deposits or withdrawals are made. It
has been argusd on behalf of the California banks that requirement (a)
is not essential to a proper definition of the term "savings accounts"
as used in Saction 19, and ths Board has been urged to amend Regulation
D so as to permit such deposits to be classified as "savings accounts™.
Even if requirement (a) could be eliminated or waived, however, it would
not necessarily follow that thess deposits can properly be considered
"savings accounts" within the meaning of Section 19, because they differ
in other respacts from ordinary savings gceounts.

The question to b; determined, therefores, is whether, regardless
of the provisions of the Loard's ragulations, such deposits can properly
be desmed to be "savings accounts" within the meaning of the first para-
graph of Section 19 of the Federal Reserve Act.

In attempting to answer this question it is necessary to ob-
serve two fundamental rules of statutory construction: (1) That the words
used should be given their ordinary and commonly accepted meaning unless

it appears that a differ:nt meaning was intended; and (2) that the stat-
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ute shoulu be construed in the light of its reason and purpose and in such
a way as to carry out th: intention of the lsgislaturs.
THAT /DE "SAVINGS ACCOUNTS"?

The ordinary and commonly accaptaed meaning of any term is to bs
sought first of all in a gensral dictionary, out nzither Webster's Un-
abridged Dictionary nor ths Standard Dictionary defines the tarm "savings
accounts”. Likewise, in secking for the meaning given by the legal
authorities, it was found that meithesr the reported decisions nor the legal
treatises contain any definition or dirsct discussion of the term "savings
accounts™,

There are many decisions dealing with the nature and operation
of savings banks, however, wnich throw much lizht on this question. It is
proper to assume that the savings accounts waich Congress had in mind were
the accounts commonly recsivad as savings accounts by savings banks and
by commercial banks and trust companies having savings departments. As
such accounts originated with‘savinbs banks and were developed by them, a
discussion of the nature and functions of savings banks is necessary to an
understanding of the proper meaning of savings accounts.

In Corpus Juris (Vol. 7, p- 851) it is said that, "A savings
bank is an institution * * * the purpose of which is to promote the pros-
perity of persons of small means and limited opportunities of investing
them by raceiving their savings in 2ven trivial sums and lending them in

larger amounts, +hareby intcrast may bes gained.”
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Savings banks Mars banks ostablisied for the receipt of small

sums depositad by the poorer class of persons for accwrulations at in-

terast.” Bank for Savings v. Coll:ctor, 70 U. S. L9n.

In Mercantile Dank v. N. Y., 121 U. S. 138, the Supreme Court
of the United Statss said thoat savings banks "are what their nome indi-
catss, banks of depesit for the accumulation of small savings belonging

to the industrious and thrifty."

In National | ard: v. Loston, lQG U. S. 60, the Suprome Court said,
"They are substantially institutions, under puvlic ranagemsnt, in pursuance
of a oreat and banaficial public policy, or-anicad for the gurpose'of in-
vesting the savin.s of small depcsitors, ana not as bankin. institutions
in th: commsrcizl sense of that pnrass.Y
The two cases citea are particulariy valusble for the purpose of
this discussion, because they contain such a forceful distinction betweén
savings banks and commercial banks, which distinction is equally applicable
batwsen savings accounts and ordinary checking accounts in commercial banks.
3oth these cases were based upon an alleged discrimination in taiing
national banks undsr Section 5219 of the Revised Statutes, one ground of the
~alleged discrimination in each casz being that savings banks were not taxed
atvthe same rate as national bank.s.The court neld in each case that no
discrimination could be predicated upon differ:nt rates of taxing national
banks and savings banks, becﬁusc of the great dissimilarity between such
classes4of banks. It can properly be said, therefors, that savings ac-

counts are inherently different from commarcial accounts, and it would seem
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to follow that if certain accounts partake of the nature of commercial
accounts, they cannot pass muster as savings accounts.

Another fact indicative of this characteristic of savings ac-
counts is that a number of States limit by law the amount whidh may be
received from any one savings depositor. Thus Massachusetts limits it to
$2,000, excepting deposits from raligious, charitable or similar cor-
porations. (Gen. Laws, Chap. 168, Sec. 31); Connccticut limits the amount
which may be received from a single depositor in any threes years to $3,000 4
(Sec. 391, Gen.Stat. of 1912); the laws of North Dakota provide that the
directors may limit the amount received from any one depositor (Sec- 5196,
Comp. Bk. Laws 1913); the Minnesota statute authorizes savings bank to
receive "all sums of money offered for deposit in amounts * * * fixed by
the by-laws, which shall in no case e¢xceed five thousand dollars™. (Gen.
Stat. 1913, 6388); the Missouri statute limits the amount to $4,000with
certain exceptioné (R.S. 1909, Sec. 1154); and the banking & Trust Co. laws
of the State of Washington, (Sec. 143) limit the amount to $3,000. These
are not all of the States whose laws contain such a }imitation but they
are sufficient to indicate that the usual or ordinary conception of a savings
account does not include surplus funds of large corporations or firms, or
of wealthy individuals, temporarily deposited at interest with the bank
pending investment by the ocwner.

Other illustrations of this well established meaning are num-

erous and they need not be given here. Running through all these laws
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and decisions is the basic idea that savings banks, and accounts carried
by them, are essentially devoted to the small depositor, and that the
primary purpose of savings bunks is to receivs, protect and increase the

savings of parsens of small means.

In 7 Corpus Juris, p. 867, it is said, "A very general rule of
savings banks is that dapcsits will be paid only when the paés‘book of

the depositor is presantad witn the order for payment®, citing Mitchell v.

Homs Savings Bank, 38 Hun. (N.Y,) 255, and Rossnthal v. Dollar Savings

Bank, 113 N. Y. S. 737.

AndAMorsa in his work on Lunks & sanking (5th Ed., Ssction 520
(b) says, "One of the commonost rulss (of suvings banks) is that the bank
book must be produced in order to draw the deposit.®

The laws of Georgia defins o savin.s bank as one whose depcsits.

are not subject to check. S:: Dottenheim v. Union Savings _any, (Ga.)
4 s. E. 225.

In Whalen v. Mitholluna, (Mi.) 43 Atl, 45, the court said that,

VA ccvriom oo .. . R . } <3
A szvings bank book nés a peculiar charactur. It is not a mere pass bock
or the statement of an account * * * * the book is the instrument by which

alons the money can b cbtuined.™

And in Jones v. Weakly, §Ala.) 12 So. L20, the court diétinaﬁiSh’
ed between savings pass books 2nd commercial bdank pass books and held
that & commercizl account could not be transferrad by the transfer of the

gass book, bucause "the money could be withdrawn from the bank, not by
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frodﬁction of the pass book, but on the chack of thes depositor." The
necessary implication of this holding is that a savings account may be
transferrad by a transfer of the pass book, because such an account is -
not subject to check, and this is recognized generally by the courts.

It is believed, therefore, that the term "savings accounts™
as it is comronly understood means generally accounts consisting of the
savings or accumulations of small depositors which bear intercst, are
rapresanted by pass books, and are not subject to check but can be with-
drawn only upon the presentation of the pass book. Furthermore, it is
believad that Congress had this concept in mind when it used that term
in Section 19 of the Federal Reserve Act.

SUCH DEPOSITS NOT ?SAVINGS ACCOUNTS. ™

It is understood that these so-called "special savings depbsits"
are received in unlimited amounts and do not cénsist of the accumulations'
or savings of persons of small msans but ars surplus funds of wealthy
persons carried in the bank as a temporary form of investment. These ac-
counts are popular with such people because they bear interest and are
not subjectAto the inconvenience of ordinary savings accounts in that with-
drawals may he made by check and without presentation of the pass bocok.
It is understood also that~they app2al exclusivaly to large depositors be-
cause no intereét is paid on balances of l?SS than $500, which is entirely
inconsistent with the idea of savings accounts but is a very common

characteristic of interest-bearing checking accounts against which most
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banks maintain 10% reserves without question.

It is quite clear from a considerationof these general character-
istics that such accounts are not savings accounts within the commonly
accepted meaning of that term but are rather specially privileged chacking
accounts; and the Doard might wali refuse to recogniz; them as savings
accounts for this reason alone.

Thay'are lacking in another and rore important characteristic
of savings accounts, howevar, which is belisved to b2 an essential
characteristic of "savings accounts" within the meaning of that term as
used in Section 19 of the Fedaral Reserve Act, i.e., the bank does not
require the presentation of the pass book at each withdrawal but in
practice permits an unlimited number of checks to be drawn against them
at any time. It has been shown above that the requirsment that the pass
book must be presented at each withdrawal is one of the distinguishing
characteristics of savings accounts within the meaning of that term as
it is commonly understood. A consideration of the reason why Congréess
permitted such accounts to be classified astime deposits for the purpose
of computing reserves, cven though they are "payable in less than thirty
days", further demonstrates that this is an absolutely essential character-
istic of "savings accounts" within the meaning of that term as used in
Section 19.

THE REASON OF THE LAW.
* When Congress cnacted Szetion 19 of the Federal Keserve Act it

was for the first time in the history of the rescrve requirements of fhe
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Federal law making a distinction batween var.ous classes of deposits and
requiring less reserves to be maintained against one class than against
another. This would be an unjustifiable discrimination if it did not
bear soime reasongble relation to the purpose of reserves.

It will b2 conceded that time deposits require a less reserve
than demand deposits because by their very nature they are not subject
to such largs Qnd fregquent withdrawals, and the pﬁiggfé of reserves is
to put a bank in a position to mest withdrawals by its depositors. Ordinary
savings accounts clearly have this characteristic of time deposits. They
are, as we have secn above, savings of small depositors, put aside in small
amounts from time to time to accumlats and remain intact so far as
possible for emergency uses and for future investment and, therefore,
normally have a graat degree of stability. This inherent stability is
further enhanced by mechanical devicas designed to minimize the ease of
withdrawals. The commonest of such devices is'the raquirement that no with-
drawal can be made unlessthe withdrawal order is accompanied by the pass
book. This requirement is so common as to be recognized as an essential
characteristic of savings depesits. The laws of several States, including
New York, maké_this requirement in regard to savings accounts, and, as
Pointed out above, it has bean frequently held that the pass book so far
represents the righﬁ to withdraw a savings account that a transfsr of the
pass book effects a transfer of the right to the account itself.

Furthermore, it is evidenced from an analysis of the statute that

Congress had this very characteristic of savings accounts in mind when it
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enacted Section 19. In the first paragraph of that Section, Congress
made a clear distinction between accounts payable after thirty days, and
those which are merely subject to thirsy days! actice before pgyment.
All deposits of the former class are classifisd as time deposits, wnile
the only deposits of the latter class which are classified as tima2 de-
posits are "savings accounts" and "certificates of deposit". If a de-
posit is by its terms payable after thirty days the bank will not be ex-
pected topay it before the specified date has arrived or the specified
time has elapsed and is fully prot$cted against withdrawals. Where a bank
merely ressrves the right to require thirty days'! notice of the withdrawal
of a deposit, however, it cordinarily permits withdrawals to be made with-
out any notice and it usually is reluctant to reguire notice, because
this displeasss the depositor and may cause some unfavorable comment. Fur-
thermore, it is probable that a bank in a "shaky" condition would not dare
te 2xercise such right for fear of precipitating a'run by its demand de-
positors. While the reservation of this right is probably intended to pro-
tect a bank against withdrawals, therefore, it is not always effective.
In classifying only savings accounts and certificates of deposit as time
deposits when they were merely subject to thirty days' notice before pay-~
ment, therefore, Congress must have relied upon something inzerant in
th: nature of such deposits to afford the bank some additionallprotection.
One does not have to search long to find a common characteristic of these

two classes of deposits which afford very effective protection against

I

/
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frequent withdrawals - neither savings accounts norcertificates of de-
posit are ordinarily subject to check, and it is inconvenient to with-
draw them because the certificate or pass baok usually has to be pre-
sented at the time of each withdrawal.

It is thus seen that the requirement in the definition of
savﬁngs accounts containad in the Doard's Regulétion D, that "the pass
veook, certificate, or other similar form of receipt must be presented to
the bank whenaver a * * ¥ withdrawal is made, is not an arbitrary re-
quirement, but is in entire accord with the accepted meaning of theutermv
"savings accounts” and the considerations which led Congress to classi~-
fying such accounts as time deposits.

It is aryuzd on behalf of the California banks that there is
novmaéic in the presentation of the pass book whenever withdrawals are
made, that this regquirement is an unassantial; a mere mattsr of. pro-
cedure and has no rzlation to the amount of reserve which a bank should
rzep against such deposits. Magic does not enter into the question of
what is a savings account, but clearly the requirement of prasentation
of the pass book has infinitely more importance than the mere name by, which
an account is called. The requirement that the pass book must be pressnted
when withdrawals are made is a most effective means of preventing frequent
withdrawals and thus preserving the inherently stable cﬂﬁractar of savings
deposits; and bascause of this it doaé have o very real relation te proper
reserve reguirements. A provision that the pass book must be presented when

withdrawals are made is a more important clement in characterizing savings
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accounts as time deposits than the provision that thirty days! notice of
withdrawal may be recuir:d, bacause even if such noticz is ;Ob raquired,
— and as a practical matter it rarzl- is - ths prasantation of ths pass
book at each withdrawal protects the accounts from too frequent with-
drawals and prevants it from degenerating frem a savings account into a
checking account.

An account wiich may be withdruwn witiout presentation of the
pass book and is subject to be checkad against, is not, for tiat very
reason, properly a savings account. As we hwe sean, a savings account is
intended =3 = mezms of gradual accuwmulation of savings. It is a capital
acount and proggrly is subject to withdrawal only wheh the occasion justi~-
fizs an exspenditurs feor capital accourt. An account which is subject to
cneck, howevor, is intended to be & ligquid fund, frem wahich the de-
positor‘s current and oriinary <xpanses may be met - the checking privi-
lege in itself madzzis the wccount esscntially aﬁapted to this purpos2 and
ié the one ocutstanding distinction tziwsen a savings account znd an ordinary
checking account. 7' would e as reasconables to say that a chacking ac-
count may not be witidrawn except upon prasentation of the pase book as to
say that a savings account is subject to cisce. The idea of coecking is
uttsrly repugnant to the idea of a savings account, and ths two canaot ox-
ist togethar.

Thile ftha State lanis arpue at some length that these accounts

are relatively inactive and say that they curefully prevent them from be-
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ing used as commercial accounts, there is some testimony to the con-
trary. Thus, one of the replies to a circular letter which Mr. Perrin
sent to a number of prominent tonkers in California requesting their views
with refersnece to these so-~called Yspecial savings dsposits® contains the
following statement:

’ "Of course, you.ahd I know, as a matter of fact that

gpositeors who carry these special savings accounts check

on them just the same as a commercial account, and they are

in fact, in many cases, bu.iness accounts where the de-

positor does not require lending facilities and expscts to

check on them freely at all times., I doubt whether many

of the depositers of these accomnts really wnderstand that

they are subject to a notice. It is certain that if one

were required at any time it would undoubtedly create a

great deal of trouble for the bank which might demand such

notice."

The representatives of the State Banks argue that there is

no difference between their special savings accounts and their ordi-

nary savings accecunts, except that in 4he case of the former, the re-

quirement that the pass book must be presented is waived. In my opinion,

that one diffsrence is fundamental and is alone sufficient to praclude

these special savings accounts from being classified as time deposits

within the meaning of Section 19 of the Federal Raserve Act. I am un-

able to reach any conclusion in this matter except that these so-called

"special savings deposits" are essentially checking accounts and

should be considered as demand deposits for the purpose of computing

the reserves to be maintained under Section 19 of the Federal Reserve

Act.
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ARGUMENTS ON BEEALF OF CALIFORNIA STATE IANES.

Most of the argum:ents advanczd on bzhalf of the California
State banks may be dividsd into thrzs classes:

(1) Thos: bas:d purcly upon considerations of policy and
which ar:z designzd to show why such accounts ar: morally antitl:d to
be classifizd as savings accounts for th: purpos: of computine re-
serves. Thisz argumints hav: no dirzct bezarine on th:z legal qusstion
whether or not such accounts can prop:arly b: consider:d "savings
accounts" under sxisting law and thiy nc:d not bz answered her:. It
is th: function of Congr.ss rathor than‘thc Doard to pass on ths
question of policy whothar cr rnot th: law should be amendcd so as
to permit such decposits to be classifi:d as savings accounts.

(2) Thos:z argum:nts bas:zd upon th: all:gation that such
deposits ar: trecatsd as savines dzposits by the Stat: law and by
the Stat: banking authoriti:s. This alsc has no bearing on ths

. question whether such accounts ar; “savines accounts" within the
meaning of Szction 19 of ths Fsderal Resarve Act. Otherwise, the
California Legislatur: could in effect amend Scction 19 of the
Fedzral Reserve Act by daclariné anything it chosz to bz savings
accounts. Thus, it could provide that ordinary commercial chack-
ing accounts should bz considcrad savings accounts if thasy are in-
vested in a certain way, ar: received from red-headzd men, or comply

with some other whim of the State Legislature.
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(3) Thosz which ar. basad upon th: fact that savings
deposits in California Stat: bgnks arc subjsct to ccrtain saf:zguards
which Fhé C-lifornia law throws about savings dzposits, and, therc-
for2, arc safer than ordinary chicline accounts. Such safcouards
consist principally of rastrictions on th> kinds of loans andAine
vestmants that may be rads Yy savinos banks and on the powsr of such
banks to bqrrow moncy and r.discount pap:r. This argament has more
forcs, bicaus: such prot:cticn is a fairly cormon attribute of savings
dsposits gencrally and, thor:for:, micht be conéidered a prop:r cloment
of a definition of th: tcrm "savinos accounts". This fcaturs, how-
@ver, has no riasonatls rolation te th: thoory on which Congress mads
a distinction bzstwscn ths roserves which should ba carfied against
time deposits and thosc which should be carrizd against demand de-
posits, This distinction was not basbd on th:z theory that time
deposits arc safer than domand dceposits but on the thcory that
time deposits ars subjoct to less frequent withdrawals than demand
dcposi@s. . Congrzss did not have in mind th: safa investmen£ éf
time doposits but rathaer th: ability of a bank to meet tho domand
of its depositors.

Furthcormore, thesz spocial safecuards which ars applicable
to savings accounts in California stat: banks did not constitute one
of thes characteristics of th: class of savings accounts that Congress

had most prominently in mind when it cnact2d Section 19 of the
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Fzdeoral hescrve Act. This appoars very clcarly from a consideration
of thc history of the cnactment of that provision. Thz first para-
graph of that Scction, which defin:s tims and dsmend dcposits, was
contain>d in the chéral Rescrv: Act as orieinally enacted D.cember 23,
1913, and has ncver b;Sn amended. At the time of th: znactmert of the
F:deral Roserve Act it was csrtain that all national banks in the
continental Unitzd Stat:s would bscome mombars of tho Faderal Rescrvs
System, because thoy wore requirsd to do so) but it was uncortain
whethor any  Statc banks would bicome membors.,  Furthermors, the
reserve requiremints of Siction 19 of the Foedoral Reserv: Act suporscded
the p;eviously cxisting rescrv. requiremonts of the National, Fank Act
which wére the only rcscrve rcquircments applicabl: to national banks;
while State banks, on th: othor hand, wers subjzct to roserv: require-
ments of the Stat: laws which were not superscded by th: provisions
c} Szetion 19 but rsmainzd in full fcrcc and offect until amended
by the State 1egisla£ures. It is clear, therefore, that the
class of banks which Congress had most prominently in mind when
it enacted Section 19 of the Federal Reserve Act and which were to
be most surely and most seriously affected by the provisions of
that Section were national banks. Dut savings deposits in national
banks a}e not restricted as to investment in any way different from
any other deposits of the national banks nor are they required to

be segregated in separate departments and held as a trust fund for
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savings depositors. Nor have they any of th: other peculiar charac-
teristics pertaining to savings accounts in California State banks
upon which the représentatives of thz State banks lay such gfeat
stress. It is obvious, therefore, that such safeguards and restric-
tions arz not the distinguishing characteristics of the kind of "savings ac-
ounts” which Congress had most prominently in mind whem it enacted |
Section 15 of the Federal Reserve Act.

i do not dony that Congress alsc had in mind State banks
end trust companies with savines departments, but it can hardly be
doubted that it had national banks.most prominently in mind and in-
tended to use language applicable to them as well as to State inf;
stitutions, |

Mr. Elliott's brief contains the surprising statsment that,
"This discussion cannot be based upon the conditions surrounding ﬁﬁgv-
ings accounté' in any other State or upon the general character ofbj
such deposits elsewhere, but must be predicated solely upon an under-
standing bfjthe distinctivs-chafactsr of 'savings deposits' under the
Californié'Bank Act .M In this Mr. Elliott is manifestly'wrong. The
question at issue depends, not upon any interpretation of the California
Dank Act, but upon‘the proper inﬁerpretation of term "savinzs accounts”

~as used in the Federal Reserve Act. “hen it enacted the Federal Re-

serve Acf Congress was not legislating for Caiifornia alone but for

the whole United States, and when it used the term "savings accounts®
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it did not have in mind any unique kind of accounts in California
or any other single Statec but a troail class of accounts which are
commonly known as savings accounts all over ths country. This is
too obvious to require any further argument.

Much stress is laid on the fact that the California Act
provides that whenever there is aAcall by savings depositors for re-
payment of a greater amount than the bank may have disposable for
that purpose, the dirsctors or other officers of the bank must not
make any new loan or investment of the funds of such depositors or
of the sarnings thereof until such excess of call has ceased. For
the reasons set forth above, it is not believed that this unique
provision of the Califoinia law has any real bearing on the question ‘
at issue. Furthermore, this provision would seem quite superfluous.

It is nothing more than a common-sense rule which any banker in his

right mind would observe in the absence of a statute requiring him

to do so. It amounts merely to saying that a savings department

should not tie up any more of its available funds or investments

when it is unable to pay its depositors and, therefore, is in danger of a
run and consequent insolvency. There is about as much reason to put

such a provision into the law as there is for putting in a provision

that the bank shall not make loans to a hopelessly insolvent corporationm,

It is also urged that this provision prevents a bank from
being insolvent when it is unable to meet the demands of its depositors.

It is not seen how such a provision has any bearing on the legal
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guestion whether cr not a bank is ins&lvent under such circumstances,
but even if it did have this effect it would not have any important
bearing on the question now under consideration.

Mr, Eiliott states that in compliance with a requirement of
~ the State Tanking Department, the chscks used by "special savings
depositors" bear on their faces the words, "Subjesct to Rules Govern-
ing Special Savings Accounts". “hile this renders such checks
technically non~negotiable, it appears that in practice they circu-
late freely and are hendlsd through the clearing houses like any
ordinary commercial checks.

Mr. Elliott's brief also contains the following statement:

"The use of this special form of check is permitted at the
option of the bank and not at the option of the depositor and
we believe that the depositors are well aware of the fact that
this privilege may be withdrawn at the option of the bank and
that it will be withdrawn if checking against such an account
becomes active. The termination by the bank of a special sav-
ings account is ®suelly by transfer to an ordinary comrercial
account, "

2 o not quiﬁe see what Mr. Elliott was trying to prove by this state-
ﬁenﬁ,_bgt to my mind it shows wery clearly that these accounts resemble
comméréial accounts much more than savings accounts, and that their
tendency is to become commercial accounts.

It is intimated that a strict enforcement of the Board's
Régﬂiéti§n D requiring such deposits to be treated as demangecdeposits

in computing reserves would amount to a discrimination in favor of
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national banks. This could not possibly be so, because Regulation D
applies equally to all member banks, national as well as State, and
if any national bank maintains such accounts it also must treat them
as demand deposits for the purpose of computing reserves. But it is
said that national banks have no such accounts because savings deposits
in national banks are not subjectad by the National bank Act to the
same safeguards as are thrown about savings deposits by the California
Bank Act. This bsing true, it is manifest that it would be a dis-
crimination azainst national banks to amend Regulation D so as to make
a special exception favoring accounts which meet the peculiar require-
ments of thg.California Bank Act which cannot possibly be met by
national banks.

Another argument advanced by Mr. Elliott is that these de-
posits should be treated as savings accounts because the State banks
involved always have treated them as savings accounts in computing
their reserves and have carried only 3% reserves against them. As

“shown above, howe&er, this was directly contrary to the Board's ruling
- on the subject énd constituted a violation of the Board's regulations
“and the terms of the Federal Reserve Act. It is ianifestly absurd
to argue that #he Board's regulations ought to be amended because the
parties desiring to see them amended have wilfully and consistently'
. violated them. This is like a man attempting to 1lift himself by his

own boot-straps.
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One of the arguments of policy advanced by the représeﬁtative
of the State banks which deserves special mention is that if the same
reserves must be maintained against these deposits as against demand
deposits several of the largest State member banks in Califorpia may
withdraw from the System rather than maintain the éfncreased reserves . ¥

Unier date of May 5, 1315, Mr. Perrin addressed a letter to
Governor Harding which contained the fcllowing statenenf:

"In the campaign upon which we are entering to bring in
California State banks as members, ve may find it an important
obstacle if 'special savings' dep091ts are held to be deémand
deposits and whether it will prove an insuperable obstacle in
many cases cannot, of course, be foretold".

In reply, Governor Harding stated the Board's position, in
part, as follows:

"The Board is of the opinion, therefore, that the present
regulations should not be amended and that in any case where
notice of withdrawal is not mendatory the pass book must he pre-
sented at the time of withdrawal if the account is to be con-
sidered a time deposit.

"The Board appreciates that this may deter some of your
State banks from joining the System just as it made certain State
institutions in New York hesitate about becoming member banks,
but it does not feel that it can properly change its position in
the matter merely on that account though it hopes that something
may be done to persuade those institutions in California to join
even though the special savings account as handled at the present
time cannot properly be classified as time deposits."

Both Mr. Elliott and Mr. McAdoo guestion the Board's juris-~
di ¢tion "to deny their character to deposits which comply with all the
requirements of the California Bank Act’for savings deposits and which
have been recognized and treated as such by the State Banking Depart-

ment ever since these deposits have been in existence." They quote
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Section § of the Federal Reserve Act to the effect that, "Subject to

the provisions of this A¢t and to the regulations of the Board made

pursuant thereto, any bank becoming a member of the Federal Reserve
System shall retain its full charter and statutory rights as a State
Bank or trust company and may continue to exercise all corporate
powers granted it by the State in which it was created, and shall

be entitled to all privileges of member banks", and argue that

it is open to serious question whether the Boari can by regulation
Prescribe a definition of savings acounts which is in conflict with
the State law. They say that to treat special‘savings deposits as
commercial deposits for the purposes of computing reserves is to dis-
regard the California Bank Act, The question at issue, however, is

what are the corrcct reserves to be maintained under the provisions of

the Federal Reserve Act? and no rlght derived from State law is in-

volved. If the State banks had -any rlght (whlch they have not) to

- treat so-called special savings dep051ts as savings accounts for the

lypurpose ofAcomputlng reserves, such rlght would be derived from the
“terms of Segfion 19 of the Federal Reserve Act and not from any provi-
sion of the. State iaw. The Board's regulatlons do not purpo;t to
say that’ such deposits are not "savings deposits" within the meaning
of the California Bank Act but merely that they are not "savings
accounts" within the meaning of the Federal Reserve Act. Manifestly,
the classification of such accounts as demand deposits within the

meaning of the Federal Reserve Act does not deny to State banks the
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right to maintain such accounts; and, even if it did, it would be
excepted from the above restriction of Section 3 by thé plain terms
of the Qords underlined. |

Both Mr. MéAon and Mr. Elliott argue that the true purpose
of a reserve against deposits is to insure a reasonable ability on the
part of the bank to‘mﬁgt withdrawals, and to that extent I agree with
them. Mr. Elliott argues fuither that the presentation of the pass
book has little or nothing to do with the ability of the bank to meet
withdrawals. As demonstrated above, however, the presentation of a
pass book has a very vital bearing on the frequency of withdrawals,
because it prevents the accounts involved from becoming mere checking
accounts which everyone admifs are subject to.more frequent withdrawals
than strictly savings accounts, and this directly affects the bank's
ability to meet withdrawals.

Mr. McAdoo argues that the true distinction between a savings
account and a commercial account lies in the difference in the rela-
tion which the bank holds to the deposit - a savings bank being a

. trustee whose power over its deposits is limited and restricted by law
in special ways as compared with the powers of a commercial bank.
Thile this may be true in one senmse, this distinction has no direct
relation to the amount of»{gitsyes which should be maintained against
savings deposits. It hgs‘ﬁ;; nearly such an important bearing on the

frequency of withdrawals as the gjuestion whether or not such accounts
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are permitted to be checked against or whether they can be withdrewn

only upon the presentation of the pass book.

Mr. McAdoo continues this line of argument as follows:

"The prue test of a Savings Deposit is therefore whether
or not the deposit is made in an institution which is subject -
to the requirements and restrictions placed by law on savings
banks and which, in consequence, must reserve to itself,with
respect to such deposits, the right to receive prior notice of
withdrawal. It is submitted that if a commercial bank,not sub-
ject to the laws regulating savings banks, instituted a form of
deposit which met both the requirements of Regulation 'DY¥**
which required both presentation of pass book and notice of with-
drawal, such a deposit would still not be a 'Savings Deposit'be-
cause not subject to the protection and guarantees with which the
law surrounds the relation betwsen a savings bank and its deposit-
ors," o

Vhile this may be true as to the meaning of the term "savings

deposits" as uged 4n the California Bank Act, it cannot bp true as to

the meaning of the term "savings accounts" as used in the Federal Re-

serve /fct, which is the statute under consideration. Otherwise

national banks (which undoubtedly were the banks which Congress had most

prominently in mind when it enacted Section 15 of the Federal Reserve

Act) could not have any savings accounts.

Mr. McAdoo calls attention to the fact that, under the terms

of Section 15 "savings accounts" are to be considered as "time deposits”

where they are merely "subject to not less than thirty days notice be-

fore payment”, whereas other time deposits must be "payable after

thirty days", Ie says, "all that is regquired is that the savings bank

should reserve to itself the right ab any time to insist upon such
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periodl of notice and to postpone payment until its expiration" and that
Yother accounts are to be treated as ‘time aeposits‘ only where there
is a flat postponement of peyment for thirty days or more." He then argues
that this distinction betwesen time deposits and savings accounts rests
on the fact that the laws governing the operations of savings banks limit
the power of withdrawal by depositors in such & way as to throw around
funds of the savings baﬁk;(even where no nctice of withdrawal is actually
required, a protection which thz fuads of & commercial bank do not enjoy.
He illustrates this by refer=nce to a number of peculiar provisions of
the California Bank fct. He sums up this argument with the statement
that "It, therefore, seems to follow that the words'Savings Accounts!
as used in Section 19 of the Federal Rescrve Act, mean nothing more
than“accounts in savings bank." This argument also is open to the
objection that it is entirely imapplicable to savings accounts in
national banks, and if Mr. lchAdoo's view were a ccepted it would be
;nmossible for national banks to maintain savings accounts within the
reaning of Section 15 of the Federal Reserve Act, which right they have
exercised for years without question.

Mr. McAdoo contends that Regulztion D adds some additional
requirements to those prescribed by Section 13 and questions the Board's
right to change tﬁe meaning of Section 1¢ by regulation. I agree with
h?m that the Board has no right to enact a regulation which is inconsistent
with the plainiierﬁéﬂof the dAct, but I balisve that the Beard's Regﬁr

lation D is nothing more than a reasonable interpretation of the mean-
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£9

ing of the Act, and that that part of it which defines "savings accounts"

is entirely consistent with the language and philosophy of the Act and

the intent of Congress in enacting it.

that any attempt on the part of the Board to amend its Regulation D

SO as

to waive the presentation of the pass book and require only 3%

reserves against these so-called “special savings deposits", which are

in reag;;y specially privileged chscling accounts, would be inconsist-

ent with the law and, therefore, would be entirely unauthorized.

The fact that the Board's present definition of savings

accounts has been in force for over eight years and has not been

questioned except by these few California banks and by them only as

to its effect on this peculiar class of deposits would be given great

weight g a court as indicating the proper construction of that term as

used
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in the Federal Reserve Act.

"It is a rule, announced by ths Supreme Court of
the United States at an early day, and which has since been
followed in numerous cases both in the federal and state
courts, that the contemporaneous construction put upon a
statute by the officers who have been called upon to carry
it into effect, made ‘the basis of their constant and uni-
form practice for a long period of time, and generally
acquiesced in, and not questioned by any suit brought, or
any public or private action instituted, to test and settle
the construction in the courts, is entitled to griat re-
spect, and if the statute is doubtful or ambiguous, such
practical construction ought to be accepted as in accord-
ance with the true meaning of the law, unless there are
very cogent and persuasive reasons for departing from it".
(Black, Interpretation of Laws, Second Edition, p. 301.)
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CONCLUSION.

In conclusion, I am of the opinjon that:

1. The Federal Reserve Board.did not exceed its powers when
it preécribed in Regulation D that in order for a deposit to be con-
sidered a "savings account™ in computing reserves it must be a de-
posit which is not subject to withdrawal without the presentation of
a2 pass book, certificate, or other similar form of receipt.

2. The Federal Reserve Board would exceed its powers if it
amended its Regulation D so as to permit deposits which are subject to
withdrawal by check without the presentation of a pass book, certifi-
cate of deposit or similar‘receipt to be classified as "savings accounts"
for the purpbse of computiné reserves,

3. The so-called "special savings deposits" of California banks
cannot properly be  considered "savings accounts" within the meaning of Sec-
tion 15 of the Federal Reserve Act, not only because they are subject to
withdrawal without the presentation of the pass book but also because they
are checking acccunts.and differ essentially from that class of accounts
which is generally known and recognized as savings accounté.

4. Such deposits must be classified as demand deposits in
computing the reserves to be maintained under the terms of Section 19,
because they are essentially checking aqgounts; and the Board would fail
in the performancé of its duty if it permitted only 3% reserves to be main-

tained against them.
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5. The only manner in which such deposits can legally be
made subject to 3% reserves without changing the terms on which they -

are raceived is by an amendment to the law.

Respectfully submitted,
(Signed) Malter Tlyatt

General Counsel.
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January ¢, 1923.

Mr. M. G. Wallace, Counsel,
Federal Reserve Bank of R;chmond

Richmond, Virginia.

Dear Mr. Vallace:

Please accept my thanks for your latter of December
29 eontaining your views with referemce to the letter addressed
to me under date of December 12 by M¢. E. B, Stroud, Jr.,
Office Counsel to the Federal R:servet Bank of Dallas.

I have read your lasttaer with much interest, and,
while I have been preventsi by great prassure of work from
making any investigation of the subject, I am rather inclined
to agree with your suggestion that if & customer deposits a
check in a bank which forwards it to anbther bank for collec-
tion, the right of the customer to sue vhe second bank depends
upon the relationship between himself and the fu'gt bank, and
that relationship is deterrined by ths law of the State 1n
which the first bank is loczted. It seems to me that the
question whether the so-called New York rule, or the so-called
Massa chusetts rule, is to apply de;:ends upon "which interprat&—
tion is placed upon the contract entered into between the first
bank and its depositor. _ It is a general principle spplicable
in cases involving coxzflicts of laws that a contract is to be
construed in accordance with the lex loci contractus, which,
in this case, would be the law of the State in which the first .

bank is located. - As indicated above, however, this is mere-
ly my off-hand impression and is hot to be taken as a fefinite
opinion.

. I am very glad that you find our practice of .3is-
tributing reports on cases of general interest to the Faderal
Reserve System to be of soms assistance.

Very truly yours,
(Signed) Talter Tyatt

General Counsel.
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coPrY . i
Federal Reserve Bank
of Richmond.

A
7-501%

December 25, 132c.

Mr. Walter %yatt, General Counsel,

Federal Reserve Beard,
Mashington, D. C.”

My dear Mr. T"yatf.

I have your letter of December 28th enclosing the in-
teresting lstter of Mr. E. B. Stroud, Jr., Office Counsel to the
Federal Reserve Bank of Dallas. The point presented is certainly
a striking one. The so-called Massachusetts and New Ycrk rules
ars always breeding trouble, and I heartily arprove of the sugges-
tion of Mr. Stroud that a unifurm circular should be adopted, but
I incline to think that it would be wise to defer this circular
until the several cases now pending involving collections have
been decided, in order that the circular may be drawn in the
light of the decisions.

It seems to me that in Mr. Stroud!s case the court in
Dallas erred. I should say that the right of the original depositor
to sue a remote agent should be detcrmined not by the law of the
state in which the remote agent is located, but by the law of the
state in which the original deposit was made. The theory upon

~which the courts deny the rizht of the original depositor to sue

the remote agent in those states in which the New York rule is
applied is that the relation between a bank and a depositor is

that of a general contractor, and th:ut sub-contractors are not
liable to the person who contracts with a general cuntractor. The
theory upon which the courts apply the Massachusetts rule permitting
the depositor to sue the remote bank is that the bank in which the
check was originally deposited is a mere forwarding agent authorized
to appoint sub-agents, who 2become the agents of and are responsible
to the orineipal.

It seems. to me that if we apply these principles it
appears that if a customer deposits a check in a bank which forwards
it to another bank, the richt of the customer to sue the second bank
depends upon the relationshi: between himself and the first bank,
and that relationship is determined by the law of the state in which
the first bank is located.  If, under the law of that state, the
first bank was an independent contractor, the customer could not

sue. If, under the law of that state, the first bank was a for-

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




Digitized for FRASER

-2- X-3613

warding agent, the customer could sue.

It has always seemsd to me that thz books upon the subject
lay too much stress upon the so-called New Yor) rule and the so-
called Massachusetts rule. They are not really rules of law at
all, but are merely rules of construction which the courts aprly
to the contract between a bank and its depositor when the parties
have not by express provision made clear the excct relationship
which they intended to assume to each other,

In addition to the above it seems to me that in the case
mentioned by Mr. Stroul an action could be brought against the
Federal Reserve Bank of Dallas in the name of the member bank
which sent the check for ths use of its depositor,

In the case of Mzlloy Bros. v. Fedzsral Rasserve Bank of.
Richmond I am gaking the point that this suit could not be main~
tained by Malloy Bros. directly against the Federal Reserve Bank;
but, as you will see from the above, I do not think my own point
is a strong one, and I have little houve of getting the court to
go further than to hold that ths suit mey be brought by Malloy
Bros., but that when so brought it is open to every defense or
excuse which ¢ould be urgel against the member bank which sent us
the check.

I thank you for sending me this letter from Mr., Stroud,
and I hope that you will contimue the very helpful practice of
distributing to counsel for the various banks reports upon decisions
affecting the operations of the Federal Reserve Banks; it is cer-
tainly a great assistance.

- Very truly yours,
(Signed) M, G. "allace,

Counsel.
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TREASURY DEPARTLENT
Office of the Secretary
WaSHILGTOL _
January 8k 1923, ¢d

The Governor,
Federal Reserve Board.

Sir:

You are advised that the Department has referred to the General sccount-
ing Office, Treasury Department Division, for settlement, the account of the
Bureau of Engraving and Printing for preparing Federal Reserve nites during
the period December 1 to December 31, 1922, amounting to $140,419,70,as follows:

Federzl Reserve Eotes»l914

w5 $10 £20 Total
Bostom o . . v .. . . . .. 227,000 261,000 - 488,000
Tew York . . . . ., . . . . . 225,000 290,000 175,000 690,000
Philadelphiz . . . . . . . . 239,000 18,000 — 257,000
Cleveland . . . . « « « « . - - 25,000 25,000 50,000
Richmond . . . . . . . . . . 38,000 - - - 38,000
atlanta . . . .. . .. . 200,000 71,000 38,000 309,000
St. Louis . . . . . . . . 175,000 75,000 32,000 282,000
inneapolis . . . . . . 77,000 25,000 15,000 117,060
Kansas City . . . . . « 90,000 - - - 90,000
Dallas « . . . + . . . . . . 125,000 13,000 38,000 176,000
San Framcisco. . . . . . . ._175,000 63,000 50,000 288,000
o 1,571,000 841,000 373,000 2,785,000
2,785,000 sheets at $50.42 . . . . . . . $140,419.70
The charges against the several Federal Reserve Banks are as follows:
Compen-~ Blate Inc .Com-
Sheets  sation Printing liaterials pensation Total
Bosten ......... 488,000 8,237.44 § 7,783.60 § 6,202.48 § 2,381.44 $ 24,604.96
IKew York ....... 690,000 11,647.20 11,005.50 8,769.90 3,367.20 34,789.80
Philadelphia ... 257,000 4,338.16 4,099.15 3,266.47 1,254.16 12,957,94
Cleveland ,,.... 50,000 844,00 797.50 635.50 244.00 2,521,00
Richmond........ 38,000 641.44 606.10 482,98 185.44 1,915,96
Atlanta ........ 309,000 5,215.92 4,928.55 3,927.39 1,50Y.92 15,579.78
St. Louis ...... 282,000 4,760,16 4,497.90 3,584,228 1,376.,16 14,218.44
Minneapolis ...,. 117,000 1,974.96 1,866.15 1,487.07 570.96 5,899.14
Kansas City .... 90,000 1,519.20 1,435.50 1,143.90 439,20 4,537.80
Dallas ......... 176,000 2,970,88 2,807.20. 2,236.96 858.88 8,873.92
San Francisco... _288,000 _4,861,44 _4,593.60 _3,660.48 _3,405.44 _14,520,96
2,785,000 47,010.80 44,420.75 35,397.35 13,590.80 140,419.70

The Bureau appropriations will be reimbursed in the above amount from the
indefinite appropriation "Preparation and Issue of Federal Reserve iiotes, Reim-
bursable", and it is requested that your Board cause such indefinite appropria-

tion to be reimbursed in like amount,
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Respectfully,

(Signed)

W. S. Broughton,
Commigsioner,
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FEDERAL RESERVE BOARD o

WASHINGTON

X-3616
Janpary 13, 1923.

SUBJTZCT: Expenses Main Line, Leased Wire System, December, 1922.

Dear Sir:

Enclosaed herewith you will find two mimeograph
statements, X-3616a and X-3616b, covering in detail opera-
tions of the main line, Leasad Wire System, during the
month of December, 1922.

Plaase credit the amount payable by your bank in

‘the general account, Treasurer, U. S., on your books, and

issuz C/D Form 1, National Banks, for account of "Salaries
and Expenses, Federal Reserve Board, Special Fund", Leased
Wire System, sending duplicate C/D to Federal Reserve Board.

Very truly yours,

Fiscal Agent.

(Enclbsure)

TO GOVERNORS OF ALL BANKS EXCZPT CHICAGO

Federal Reserve Bank of St. Louis
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REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS
TRANSMITTED OVER MAIN LINE OF THE FEDERAL RESERVE
LEASED WIRE SYSTEM FOR THE MONTH OF DECEVBER, 1922.
Per cent of Treasury War
, Total Bank Dept. Finance Corp.
From Bank Business  3usiness(*) Business Business Total
Bos ton 34,067 2.9z 14,809 - Lg,876
New York 221,185 18.93 25,069 14 24b 204
Fhiladelphia 57,254 4.90 14,305 - 71,559
Cleveland 87,023 7.45 17,735 21 104,779
Richmond 69,094 5.91 11,824 - 80,918
Atlanta 66,133 5.60 16,193 246 82,571
Chicago 162,921 13.94 18,279 - 181,200
St. Louis 90,k4g2 7 74 17,794 - 108,276
Minneapolis 47,261 - L.o5 12,224 Lo 59,531
Kansas City 90,978 7.79 17,835 20 108,833
Dallas 83,365 7.14 10,213 90 93,668
San Francisco 158,599 13.57 30,259 = 188,858
Total F. R. )
Banks - ,168,367 206,535 437 1,375,339
Washington 320,307 100.00 275,736 323 - _H%,366
Grand Total 1,428,674 ug2,271 760 1,971,705
Per cant of total 75.50% 24.46% 0.04%

Bank Businsss 1,488,674 words or 75.53%

Treasury uze 2,271 " m 2L LT%
TOTAL - 1,970,945 100.G0%

(*) These percentazss usad in calculating the
pro rata share of leased wire expenses as
shown on the accompanying statsment (X-30160)

FEDERAL RESERVE BOARD,
w"ASHI NGTON ) D v C »

JANUARY 13, 1923.
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Q@ REPORT OF EXPEIST
Lo MAIN LINE i
: TEDERLL RESERVE LEASED WIRE SYSTZM DICEMBER, 1922 X-301bb
Pro rata Payable to
: Share of Federal
Operators®  Operators! - Wire Total Total Reserve
lame of Bank Salariss Overtime Rental Expense Expenssz Credits Board
Roston $ 250.00 $ 6.00 - $ 29.00 $ o62.81 $ 250.00 $ L406.21
Yew York 1,°92.72 39.00 - 1,331.72 4,296.94 1,331.72 2,965.22
iiiladelphia 225.C0 - - 225.00 1,1ic.26 225.00 287.26
Cleveland %66 .00 - - -~ 366.00 1,091.08 366.00 1,325.08
Richmond 205.0C - - 305.00 1,341.52 305.0C 1,036.52
Atlania 24G .00 - - 240.00 1,23%.77 240 .00 1,044.77
Chicago (#)4,727.35 £.00 - 4,733.35 3.164.25 4,73%.35 (*)1,569.10
St. Louis 200.0C - - 220.C0 1,755.91 200.0¢C 1,556.01
Linneapolis 275.00 - - 275.00 919.31 275.0C olh. 31
Fansas City 326 .l 9.3% - 336.3% 1.768.20 33%6.32 1,431.94
Dailas ‘ 170.4C - - 170.00 1,620.72 170.0¢ 1,450.72
3an “rancisco 395.00 - - 395 .00 3,080.2 395.00 2,0%5.27
, Fed. Res. Doard 16,993.30 16,993%.56
? TCTAL $8,773.01 $00.38 $16,993.86  $25,827.25 $22,699.10C $2,233.39 . $15,u434.81
‘ (a)) 123.19 (&)1,569.10
$22,699.10 $13,205.71

(#) Includes salaries of Washington Operators.
: (&) Arount reimbursable to Chicago.
i (*} Credit.
i (a) Receivad $3,100.00 from Treasury Dept. and $28.1% from War Finance Corp.
covering businsss for months of December and November, 1922, respectively.

FEDRRAL RESERVE LOARD,
wASHINGTON, D. C.
JANURY, 13, 1923,
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FEDERAL RESERVE BOARD

WASHINGTON

X-3620

January 19, 1923.

SUBJECT: Servicass rendered by, and Salaries paid to,
Counsel of Federal Resarve Banks.

Dear Sir:

The Foderal Reserve Board desires to obtain complete
informatidn with raference to the arrangemsnt entered into
by the various Fzderal Reserve Banks for l:sgal services, and
the salaries, fees, and other compensation paid for such ser-
vices. To this end, you arz requested to furnish the Board
with a complstz sxplanation of the arrangements entared into
by your bank for such sarvices, and especially as to the follow-
ing datails: '

(1) What counssl, assistant counsel, office counsel or
law clerks are employed or retained by the bank?

(2). What services are performed by each of them?

(3) Do thay devote all of their time to the service of
the bank, or ars they engaged also in general practice?

(4) Vhat salaries, fees or retainers are paia to each of
them?

(5) If any of such payments are not fixed, what is the
basis of compensation?

(6) Does the rsgunlar compensation paid them cover all
servicas which they may be called upon to rencer,
or arz they paid additional faas for extraordinary
services such as the trial of important cases?

(7) Are their offices in the Federal Reserve Bank build-
ing, and, if not, aoss the bank pay any part of-

org/

Federal Reserve Bank of St. Louis
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their office cxpensas?

(8) TFurnish ths Board with a statement of all moneys paid
for legal servicss during the year 1922.

A prompt reply is requested.
By order of the Federal Reserve Board,

Very truly yours,

Wm. W. Hoxton,
Sacrstary.

TO CHAIRMEN OF ALL
FEDERAL RESERVE B/ANKS,
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FEDERAL RESERVE BANK

OF DALLAS

X-3621

January 13, 1923.
Paderal Reserve Board,
Washington, D. C.
Gentlemen: Attentioﬁ Mr. Walter Wyatt, Counsel

I have your letter of January lu enclosing copy of X
letters 3613. I not: that in the latter adaressad to you by
Mr. Wallace of date Dacember 29, Mr. Wallace exprasses the opinion
that the Dallas Court erred in the case which I called to your
attention, because "th: right of ths original dspositor to sue a
remot2 agent should bs determinad not by the law of the state ih
which the remot: agent is located, but by the law of the state in
which the original deposit was mads." I also observe from your
letter of January 9 addressed to Mr. Tallac: that you are inclined
to agrss with this view.

This very point was raissd by the opposing Counsel of
the Dallas case and we argued the matter at soms length. I think
the proposition made by Mr. Wallace is sound, providing the law of
the Stat: in which ths original dsposit was made is a positive or
statutory law, unless, of course, this would be <ffectsd by the
terms of the Federal Reserve Act., If there is no statutory law,
and it is a question of general commercial law, or the common law;
that is, if the Court is fres to apply either the so-called Massa-
chusetts ruls or the so-called New York rul:, then I am of the
opinion that each Court will hold that there is but one common law,
and that its interpretation of that common law is ths correct in-
terpretation. In other words, it is my understanding that Courts
will followv the Courts of sister States where thoss Courts are in-
terpreting the positive of statutory law of the sister State, but
when arriving at thz common law ecach Court will assume that its
interprotation of th2 common law is ths correct interpretation, the
interpretation of Courts of sister States to the contrary not-
withstanding. In this connection I call your attention to the
following list of authorities:

St. Nicholas Bank vs State National Bank,
13 L. R. A., 241.
Faulkner vs Hart, g2 N. Y., 413.
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Swift vs Tyson, 10 Law Ed., 865

Oats vs National Bank, 25 Law Ed., 580.

Third National Bank vs National Bank of
Commerce, 139 S. W., 665.

Liverpool St:zamship Co. vs Phenix Insurancs

Company, 129 U. S., 397.

As I hav: previously advis:d you, wa have a suit pend-
‘in:, in the District Court of the United States at El Paso, in which
w2 have raised this qusstion, and I will advise you of the outcome
of this case, and will also furnish you with any briesfs that may

be filed.
Vary truly yours,
(Sign.d) E. B. Stroud, Jr.
Office Counszl.
A
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FEDERAL RESERVE BOARD
STATEMENT FOR THE PRESS. X-3623.
For release in afternoon papers,
Friday, February 2, 1923.
CONDITION OF THE ACCEPTANCE MARKET
DECEMBER 15 to JANUARY 15, 1923.

According to the rasports received by the Federal Reserve
Board from the Federal Reserve Banks in the various Districts, the
acceptance market during the pariod unasr review showed an increased
éétivity over the period from November 15 to Décember i5. Year-ond
financing adds=d to the volume of offerings; and the releass of funds
held by banks to strencthen their first of the year pesition helped
the demand. Rates remained fairly steady, with some indications of
slight daclines toward the end of the preseat period.

In District No. 2 (New York) a lively demand was in 2vidence
throuzhout th: pseriod and a trading markst was developed to a large
extent. As the year drew to a close dealers! purchases increcased
substantially beyond their sales with the result that the aggregats
portfolios advanced from about $37,000,000 on December 16 to approxi-
mately $U7,000,000 at th: close of the ysar. However, an casing
of money and a stron; investment demand resultsd in a decline in
dsalers portfolios to around $31,000,000 on January 13. Djstrict
No. 1 (Boston) reports a limited suyply of bills throughout the

period. The demand was light at the beginning of the period, but
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by the end of the year had increased to an ezcellent volume from out-
side ths District. This was followed in January by a good demand
from both local investors and country banks. The portfolios of the
dealers were deplsted to some =xtent and ths holdings of the Federal
Rsservs Bank of Boston were reduced from $27,000,000 to $19,000,000.

In Districts No. 3 (Pniladelphia), No. 7 (Chicago), and
No. 10 (Kansas City) the supply of bills was only fair but was accom-
ranied by a good demand. District No. 4 (Cleveland) reports the
markst has continued .ractically stationary with some slight increase
in the demand and a limited sugply of bills, while the aggregate of
domestic acceptances executad in District No. 6 (Atlanta) for the
month of December was $4,175,550 as comparzd with $4,200,120 in
Novembsr. District No. 11 (Dallas) reports an increass in the
volume of bills executed and in District No. 12 (San Francisco) a
generally strong tons has characterized the market.

~ The bulk of accsptances in District No. 2 (New York) were

based upon the following commoditi:s, in order of their importance -
srain, éotton, silk, dollar 3xchangs,iand coffee. in addition,
bills were drawn in other Districts a_ainst sugar, wool, hides
and leather, raisins, meats, iron, rubber, tobacco, copper, furs,
auto tir:s,Aaericultural implements, canned goods, tire fabric,
Faints, and varnishes.

In District No. 2 (New York) there was a continued good

demand for short maturities throu hout the period, but bills gen-

http://fraser.stlouisfed.org/
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erally did not move very freely uatil after the turn of tho yzar
whan a brisk demand developsd. District No. 1 (3oston) reports the
best demand for short bills. In District No. 12 {San Francisco)
the distribution of maturitiss of the bills marketed {or the last two

periods has been as follows:

Decamber 15 November 15
to Japusry 15 to December 15
30-days 10 per cent 12 per cent
60-days 29 i 1 3 6 n© n
90—days 57 0 it )_m_ n ]
120-days 3.5 0 " 2 w0
150~days 5 i i & " fl

Ratzes on prime bills in thz various districts werz as follows:

Ratzs on Prime Bills

Rangs during period Close
Maturity Bid offared Bid Offered

30-day L-1/g 4 4-1/g b

District 6C-day " " 1 n

. No.l 90-day n u n "

}Boston) 120-day n u o "

- 150-day n 0 f "

180-day n f n n

S 30-day U-1/g b L-1/g y

District 60-day " " " "

No. 2 90-day " " o i}
(Now York) 120-day 4-1/g -4-1/4 L4-4-1/3 4-1/3 - 4=-1/4 4 - L4-1/g

, 150-day n 1 " ]
180-day U-1/2-4-3/g U4-1/g - 4-1/y 4-3/8 - 4-1/2 4 - L4-1/4

30-day U-1/3-4-1/4 "4 L-1/8 L

District 60-day n 1 u "

No. 3 90-day n n n "
(Philadslphia)  120-day U-1/3-4-3/2  u4-L-1/g 4-1/2 - 4-1/4 L - 4-1/2
150-day 4-1/4-U-3/8  L-k-i/l b-1/g - 4-3/3 L - 4-1/b

g v vl - uife

180-day U4-1/4-L-5/
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Range during period Close
Maturity Bid Offered Bid Offered
30-day U-1/g b 4-1/3 y
District 60—day n " 1 "
No. 4 90-day n 1 n n
(Clevaland) 12C~day n oo " 1
150-day n n . n "
180-day " " R 1" 1
30-day  4-1/3 4 4-1/3 oy
District 60-day n it n "
No.7 90-day n 1 n 1
(Chicago) 120-day  4-1/2 - u4-1/b4 L4 - 4-1/g b-1/3 - 4-1/4 L4 - 4-1/3
150-day  4-1/4 - 4-1/2 4 - 4-1/k b-1/4 - 4-1/2 4 - u-1/u4
180~day " 4=1/2 - L-1/4 " 4-1/8 - 4-1/k
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FEDERAL RESERVE B OARD
STATEMENT FOR THE PRESS
X-3624

For relsase in Morning Papers,
Thursday, February 1, 1923,

The following is a summary of general business
and financial conditions throushout the saveral
Federal Reserve Districts during the month of
Janvary, as containad in the forthcoming issue
of the Federal Reserve 3ulletin.

Production and pricss remained relatively coﬂstant in
December while trads and credit showed the usual increases in the
holiday season feollowad by declines in January.

The index of prbduction in basic industries, after rising
rapidly since last August, showesd a slight recession in December,
thoush production was maintained at a level near the peak of 1G20.
The output of pig iron and coal continucd to increass, but the pro-
duction of certain othsr gommoditiaS«particularly of cotton textiles
and flour, showed decline. In southern disiricts the building in-
dustry continued active and in parts of tha country ruch new con-
struction was projected.

Railroad traffic continuasd heavier than a year ago, though

the seasonal decline in car loadings and the rcduction in bad order

cars partially relieved frzight congestion.
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Employment in industrial 2stablishments made a further advance
in December, accompanied by wage incrsascs in cerfain industries. Some
shortage of labor in ths eastern districts was still reported, but in
Pacific states a substantial surplus of unskilled labor was indicated.

The general level of wholesale prices remainad unchanged in
December. Among various .roups of commodities the price tendencies
of recent months wers continucd. The prices of farm products, cloth,
chemicals and housefurnishings registered further increases, while
fuel and metal prices continucd to decline.

During January a number of basic commoditics advanced in

price, and cotton, rubber and lead rose to the highsst points since
1920.

Wholesale trade in most reporting lines showed a seasonal
decline in December, but was considerably lar.er than a year ago.
Farm implement dealers, however, reported larger sales than in
November, and more than doubled their December, 1921, business.
Retail sales of reporting stores during December reached the largest
volumz in the last 4 years.

Dividend and interest paymenté and the disburssment of
Government funds in connasction with the redemption of Victory notes
and War Savings Certificates, together with the usual decline in the
demand for currency after the holiday season, were attended by a
large increase in the volums of new security issues and by somewhat

easier money conditions. Open market commercial paper rates in
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financial centers which were 43 to U3 per cent in December, declined
to U3 and 43 per cent, respectively, in January-
Member banks in leading cities reported an increase in
demand deposits, an important factor in Nhidyﬁiz nsual seasonal
flow of funds from country districts to financial centers. Waile
the volums of loans on stocks and bonds decreased in the first two
weeks in January there was a somewhat laryger increass in the invest-
ments ownad by the banks.
At the Federal Resarve Banks the principal changs between -
Decenber 20 and Jamary 24 was a reduction of $230,000,00C in Federal
reserve note circulation caused by the seasonal decline in currency
- requirements. Reserves increased $65,200,000 while earning assets
declined $171,000,000. = Thsse changes are similar to developments
in the same period a ysar ago, althoush the declins in carning assets

was less than last year.
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WASHINGTON

X-3625

January 27, 1923.
SUBJECT: Senat: Resolution 335

Dear Sir:

For the information of the officers of
your bank, thers have been sent to you today, under
separate cover, ten copiss of Senate Document No.
291, which is the reply made by the Federal Reserve
Board to Senate Resolution No. 335, calling upon the
Board to furnish the Senate with certain information
with respsct to those member banks in tha Atlanta,
St. Louis, Kansas City and Dsllas Districts, whose
borrowings were subject to progressive rates running
up to or above 10 per cent.

Vary truly yours,

Acting Governor.

TO THE GOVERNORS OF ALL
FEDERAL RESERVE DANKS.
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WASHINGTON
X~-3626

January 31, 1923.

SUBJECT: Employment of Honorable John W . Davis in all Par Clearance
' Litigation. :

Dear Sir:

Under date of November 17, 1922, the Board addressed a circular
letter (X-3566) to the Governors and Chairmen of all Faderal Reserve
Sanks suggestin, that, in order to obtain unity of policy and coordination
of action in the conduct of all cases growing out of the par clearance
controversy, all Fedaral Reserve Banks employ Honorable John W. Davis as
special counsel in all such cases to direct the conduct of such litigation -
by local counsel and to participate actively in the trial of cach case to
such extent as he deems advisable, the expensces of his employment to be
borne pro rata by all the TFederal Rescerve Banks. The 3oard has now
received replies from all the Federal Reserve 3anks ap.roving of the em-
ployment of Mr. Davis in this capacity, and it is understood that each
Federal Reserve 3ank will notify Mr. Davis promptly of all developments
in any such case which is now pending against it and of any similar suit
which may be brou.ht against it in the future. Of course, it is under-
stood that the Federal Reserve Tanks will not dispense with the services
of their regular counscl or of any special counsel whom they have retained
or desire to retain in such cases, but it is expected that they will re-
quest such counsel to consult Mr. Davis as to the conduct of all such
litigation and to invite him to participate actively in the trial of each
case to such extent as he dsems advisable.

In compensating Mr. Davis for his services in this connection,
the same practice will be followed as in connection with his employment
in the Atlanta case - i.e., after approving the fee charged by Mr. Davis
in each case the Board will authorize the Federal Reserve Lank which was
a party to that case to pay such fee to Mr. Davis and will notify all of
the other Faderal Reserve Janks to remit to such bank their proportionate
shares of such fee.

By order of the Federal Reserve Board.

Wm. W. Hoxton
Secre tary.

Chairmen of all Federal Reserve Banks.
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WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-3628

February 1, 1923.

Dear Sir:

The Federal Reserve Board has racently caused to
be printed a limited number of capies of the Transcript of
Stenographic Minutss of the Conference with the Federal Re-
serve Board of the Faderal Advisory Council and the Class A
Directors of the Federal Reserve Banks, which was held at
Washington on May 1%, 1920. ’

The Board has instructed that a copy of this pamph-
let be sent to all those who took part in the discussion, upon -
the occasion of the said Conference, and, inasmuch as your name
appears as having taken part in the discussion, I take pleasure
in enclesing herewith a printed copy of the transcript referred
to.

Very truly yours,

Wm. W. Hoxton,
Secretary.

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



FEDERAL RESERVE BOARD 113

WASHINGTON

February 2, 1923.
X-3529

SUBJECT: Open Market Purchases by Fasderal Reserve Banks.

Dear Sir:
As the open market ﬁurchases of Federal Reserve
Banks are likely to be discussed at the next meeting of the
Federal Advisory Council, the Board would like to have in-
formation from each Federal Reserve Bank as tb i+s policy
in making open market purchases whether of bankers accept-
ances or of Government securities.

Yours very truly,

Acting Governor,

To all Chairmen of Federal Raserve Danbs.
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OPERATIONS OF THE DETROIT BRANCH OFTHE FEDERAL RESERVE BANE OF CHICAGO X-3631

AS COMPARED WITH OPERATIONS OF BRANCHES OF OTHER FEDERAL RESERVE BANKS.
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183,017,000

P Volume of Opnratlons during 1922. i Daily Member- -

Federal Chaecks handled | Currency Volume | average banks Cash and sscuri-jenvelopss re- nuamber
sserve receipts | of bills | bill resarve. holdings |ties held |ceived and dis- of
Branch and discountad holaings deposits Dsc. 31, in cystoay |patched,quarter| cmploy-

' Number Amount shipments and during | Decs 31, 1922/ Dac.- 31, .|ending Dec. 31, ees

. | |___bought 1922 1922 19z 1922 ‘

Detroit 10,703,000 $2,686,428,000 $618,002,000 $476,753,000 $13,395,000 $35,73¢,000 $96,043,000 36,543,000 163,274 153

Buffalo 10,234,000 2,193,517,000 321,897,000 bOo,768 000 10,424,000 17,471,000 | 22,832,000 14,257,000 127,776 125

Cincinnati 13,687,000 2,561, 223 000  191,470,0C0 — - 8,214,000 * .169,929 183

Pittsturgh 18,576,000 4,54k 104,000 510,799,000 --- -== . 25,381,000 81,748,050 177,969 eal

Bal timors 14,953,000 3,151,010,000  310,357,000- 331,760,000 - 19,117,050 13,214,000 o 173,904 174

Bi rmingham 5,565,000 1,068,021,000 71,638,000 - —— - 2,927,000 * 61,604 22

Jacksonville 3,306,000 542,707,030 61,229,000 - S ——— - 2,139,000 * - 6oL LT2 - 27

Nastville 3,773,030 638,657,000 60,082,000 — — - 2,461,000 * O, 754 34

NawOrl 2ans 3,234,000 941,964,000 179,606,000 193,689,000 12,487,000 16,531,030 5,910,000 19,932,000 93,308 79

Little Rock 4,920,000 549,934,000 54,536,000 . 55,239,000 4,473,000 5,262,000 4,423,000 * 5,095,000 83,1L2 60

Louisville 7,10%,000 1,067,780,000 181,413,000 409,613,000 u,533,oao 9,413,000 6,427,000 18,624,000 108,795 33

Memphis 3,391,000 571,204,000 106,157,000 102,624,000 €,955,000 £,378,000 9,930,000 13,724,000 94,373 74

Helzna 2;930 000 323,230,000 32,652,000 28,370,000 7,489,000 5,960,000 1,599,000 21,378,000 110,017 62

Denwar fboz ,000 1,197,550,000 65,897,000 20,811,000 4,520,000 15,092,00C 3,605,000 2s,ggg,ooo 197 206 91

Oklahoma City 131112,000 1,564,587 ,000 3u,126,ooo —— —— -—e 3,280,000 1,620,030 3,638 29

Omaha 9 ;17&,000 1,195,296 ,000 Lg,236,000 94,029,000 9,559,000 1u,zgo,ooo 3,135,000 20,677,000 900 50 128

El Paso . 2,506,000 273,816,000 LL 223,000 35,795,0C0 6,077,000 4ol ,000 5,514,000 3,050,000 56, 59

Houston 5,635,000 921,693,000 70,824,000 32,132,000 3,226,000 13,227,030 3,747,000 9,263,000 87, u6g 71

Los Angeles 23,710,000 3,164,944,000 363,777,000 77,239,00C 5,052,00C 43,737,000 17,629,000 #4,424, 000 1Lg ,5Lg 239

Portland 4,152,000 669,427,000 66,753,000 59,173,000 3,540,000 12,296,000 5,212,000 5,5%9,0C0 95,735 %0

SaltLake City 5,812,000 723,001,000 27,662,000 279,039,000 16,307,000 9,081,000+ 5,287,000 17,256,020 27,284 179

Seattle 5,438,000 833,146,000 111,025,000 19,756,000 273,000 12,423,000 £,185,000 3,582,000 62,437 67

Spokane 3,259,000 430,274,000 20,696,000 55,217,000 3,872,000 . 6,123,000 5,221,000 4,515,000 76,819 65
TOTAL 31,818 ,513,000 3,573,741,000 2,941,917,000 114,242,000 2Ug,34€,000 18%,083,000 330,352,000 2,586,283 2,365

* Data nct available.
# Figures as of November 29, 1922.
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

Digitized for FRASER

X-3632
February 13, 1923.

SUBJECT: Expense Main Line, Leased Wire System, January, 1923.

Dear Sir:

Enclosed herewith you will find two mimeograph
statements, X-3632a and %-3632b, covering in detail opera-
tions of the main line, Leased Vire System, during the
month of January, 1923.

Please credit the amount payable by your bank in
the general account, Treasurer, U. 5., on your books, and
issue C/D Form 1, National Banks, for account of "Salaries
and Expenses, Federal Reserve Board, Special Fund", Leased
Wire System, sending duplicate C/D to Federal Rsserve Board.

Very truly yours,

Fiscal Agent.

(Enclosure)

TO GOVERNORS OF ALL BANKS EXCEPT CHICAGO.

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



REPORT SHOWING CLASSIFICATION AND WUMBER OF ORDS
TRANSMITTED OVER MAIN LINE OF THE FEDERAL RESERVE

LEASED IRE SYSTEM FOR THE MONTH OF JANUARY, 1923.

X-3632a
16

95,007
190,627

1,384,035

557,900
1,941,535

Per cent of Treasury War
, Total Bank Dept. Finance Corp.

From Bank Business Business(*) Business Business
Boston 33,634 2.80 12,065 -
New York 222,703 12.53 21,094 -
Philadelghia 56,234 4.03 13,979 38
Cleveland 86,863 7.23 19,421 34
Richmond 69,764 5.81 10,650 -
Atlanta 72,981 .07 13,477 -
Chicago 172,212 14.33 15,202 12
St. Louis 96,261 g.01 14,926 .-
Minneapolis 46,490 3.87 10,366 -
Kansas City 94,921 7-90 14,948 -
Dallas 84,904 7.07 10,032 71
San Francisco 164,564 13.7C 2b,003 -
Total F. R. )
Banxs 1,201,531 182,3u3 16l
Washington 313,993 100.0C% 243,07k 433
Grand Total 1,515,524 429,417 5ol
Per cent of Total 78-06% 21.91% .03%
Bank Business 1,515,524 words or 78.08%
Treasury bep, b1z v om0 21.92%

TOTAL 1,940,941 100.00%

(*) These percentages usad in calculating the
pro rata share of leased wire expenses as
shown on the accompanying statement (X-3632b)

FEDERAL RESERVE BOARD,

WASHINGTON, D. C.

FEBRUARY 13, 1923.
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:j REPCRT OF EXPENSE
~ MAIN LINE
FEDERAL RESERVE LEASED WIRE SYSTEM JANUARY, 1923, : X-3632b
Pro rata Payable to
Sharzs of Federal
Operators!  Operators! Wire Total Total Reserve

Name of Bank  Salaries Overtime Rental Expense Expense Credits Board
Boston $ 25%0.00 $ 1%.00 $ - $ 263.00 $ 635.79 $ 263.00 $ 372.79
New York 1,309.14 12-00 - 1,321.14 4,207.58 1,321.14 2,836.44
Philadelphia 225.00 - - 225.00 1,062.68 225.00 837.68
(leveland 366.00 - - 366 .00 1,641.71 ' 366.00 : 1,275.71
Richmond 215.00 - - 315.00 1,319.27 315.00 1,004.27
Atlanta 240.00 - - 240 .00 ©1,373.31 240.00 1,133.31
Chicago (#)4,68%.86 7.00 - 4,690.86 3,253.89 4,690.86 (*)1,436.97
St. Louis 205 .00 12.23 - 217.23 1,818.82 217.23 1,601.59
Minneapolis - 27500 - - 275.00 878.76 275.00 603.76
Kansas City 336.64 16.25 - 352.89 1,793.84 352.39 1,440.95
Dallas 170.00 75 - ‘ 170.75 1,605.37 170.75 1,434.62
San Francisco 395.00 - - 395.00 3,110.84 395.00 2,715 .84
Fed. Res. Board 16,9388 .43 16,938 .43
TOTAL $8,770.04 $61.23 $16,982.43  $29,820.30 $22,706.86 $2,831.87 $15,311.96

(a) 3,113.44 (&) 1,436.97
$22,706.8 $13,874.99
(#) Includes salaries of Washington Operators.
(&) Amount reimbursable to Chicago.
(*) Credit.

(a) Received $3,100.00 frem Treasury Dept. and $13 4y from War Finance Corp.
covering businzsss for the mcnths of January, 1923 and December, 1922, respectively.

FEDERAL RESERVE BQARD, ' .
WASHINGTON, D. C. s
FEBRUARY 13, 1923. ' :
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FEDERAL RESERVE BOARD' 118

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-3633
February 13, 1923.

SUBJECT: Economy and Efficiency.

Dear Sir:

There is veing forwarded to-day a letter of instructions,
together with a form of questionnaire, to your Group representatives
appointed at a Confaerence of the Board's Committes on Economy and
Efficiency with the Chairmen of the Procedure Committee of the
various banks held in Chicago in December of last year. Your repre-
sentatives will make a detailed stuady and survey of the

Accounting Function

Currency and Coin Function

Loans, Rediscounts & Investments Function
Transit and Collections Function.

The questionnaire rzferred to was prepared by the Chair-
men of tha several Groups in the different functions, at a mesting
held in Washington on January 29th-3Cth.

The purpose of the qusstiomnaire is to have certain in-
formation with reference to each of the functions prepared in a
uniform manner and in sufficient detail to permit intelligent dis-
cussion and study when the Group meets for this purpose. We have not
given you copies of the several gqusstionnaires as it is thought that
you can obtain them from your represantatives.

In the letter of instructions to each of your represent-
atives, it has been suggssted tuat they confer freely with you in
the preparation of the data requested and taroughout the Group
study, and the Federal Reserve Board's Committee requests on behalf
of your representative your fullest co-operation, so that this work
may rasult in the greatest possible benefit to your vank.

Very truly yours,

A. C. Miller, Chairman,
Committes on Economy and Efficiency.
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WASHINGTON
ADDRESS OFFICIAL CORRESPONDENCE TO x—3 63 u
THE FEDERAL RESERVE BOARD

February 13, 1923.

SUBJECT: Economy and Efficienoy.

Dear Sir:

In accordance with the action taken at a Conference of
the Board's Committes on Economy and Efficiency with Group Chairmen
in VWashington on January 29th-30th, thers is encloszad copy of the
letter, together with Exhidii A and Mesmoranda B and C, which ware
to-day sent to the representatives in the Group of which you are
Chairman.

You will note that the representatives are requested to
take up with vou direct any questions wuich may arise as to the
questionnaire, and it has bzen suggested that when such gquestions
appeéar to be of importance, or touch points which might not be en-
tirely clear to others who raceive this material, you forward to
the Chairmen of ths othar two Groups studying your function., copies
of such questions, together with your repliss, so that all may re-
ceive the benefit of any matsrial points which are brought out.

You will note in the letter to the representatives that
they are instructed to prepare four copies of the questionmnaire,
together with four sets of forms, one of which is to be forwarded
to you and the remaining thrse held pending further instructions.

Upon receipt of the one copy you will please go over it
carefully to ascertain that the problem has been grasped and the
questions answered so as to bring out the desired information. ‘Vhen
you have satisfied yourself that the qusstionnaires are properly
filled out, you will notify the Board's Committee on Economy and
Efficiency that your Group is prepared to prodge:d fuather with its
work. A piace and time of meeting will then be arranged.

If there are any questions you care to ask, or any
assistance you would like from the Committee, you will please take
the matter up with Mr. A. H. Vogt of the Federal Reserve Bank of
Chicago, who succeeds Mr. S. B. Cramer as Secretary of the Committee
on Economy and Efficiency.

Very truly yours,

A. C. Miller, Chairman,
Committee on Economy and Efficiency.
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WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD
X-3635

February 13, 1923.

SUBJECT: Economy and Efficiency Quesstionnaires.

Dear Sir:

At a conferance of the Chairmen of the Procedure
" Committees of the sevaral banks with the Board's Committee on
Economy and Efficiency hsld in Chicago on December 13, it was
decided to divide the banks into groups for ths purposs of afford-
ing an opportunity for comparison of methoas in th: principal
functions. Each bank then appointed a reprssentative for each
of the following functions:

Accounting

Currency and Coin

Transit and Collactions

Loans, Rediscounts, and Investments.

Subsequently the Board's Committec on Economy and
Efficiency selected from among th: rapressntatives of sach group
a Chairman. These chairmen have since met with the Board's
Committee for a discussion of the problem and it has been con-
sidered advisable to have each bank furnish, through its representa-
tive, certain information regarding the organization, operation,
and detailed procedure as now effactive in cach bank with respect
to each of the four functions under review. After this material
has.been submitted, meetings of the group reprisentatives will be
arranged for the purpose of reaching conclusions with respect to
methods, practices, etc.

- As the representative of your bank for the
function,ﬂyou are now requested to prepare and forward to
_ of the Federal Reserve Bank of 1
the Chairman of your Group, the following data with respect. to:

lf THE ENTIRE FUNCTION

An organization chart of the department or departments
making up the Function in your bank
(it is contemplatad that this chart is to be confined
strictly to organization, showing lines of authority
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and divisions or units within the respective functions).
This chart should be prepared in exact accordance with
your own organization, without regard to the classifica-
tion of units in the Board'!s Functional Expense Report,
form E. If, however, your funciion does not include all
nT the units allocated to it, in Form X, you are regusst-
2d to attach a suppiemental chart for each of such ad-
ditional units, indicating thereon the function or depart-
ments in your bank to which thsy ralate.

2+  EACH SECTION OR UNIT

An exhibit (se: Exhibit A attached) which is designed to
prssent all of the essential facts with respsct to your
operation. -An Exhibit A shouwld be furnishad for sach -
separate unit of your organization whick it is necessary
to include under this firuwction. These sxhibits sheuld be
marked "Exhibit A-17","#sxhibit A-2", sta. It is
necessary to include and to cover all the units of your
organization allocated to your function in the Board's
Expense Report, Form E. Your particular attention is
celled to itams 5 and 6 of Exhibit A.

Under igem 5, certain general information with respect
to volume, scope of work, etc. is desirad. There is
attached a memorardum (Memo B detall iug the information
wanted for ths funciion as a whole. Only such informa-
tion should be given on each Exiibit A as relates to the
particular unit of your organization coversd by that
exhibit. . '

Under item 6, a list of operations is desired for each
unit, made up in th: sequence in which those opsrations
are performzd. There is attached a memorandum (Memo C)
as an illustration of th: character of tne information
wanted. There is also attached a copy of a flow chart.
A similar chart should be furnished in|connection with
cach Memo C, so that the progress of the work through the
department may be clearly visualized.

‘While it is intended that each functional committes will
make a study of ths methods with respaect to all of the oxpense units
included undaer its function in ths Board's Functional Expensce Report
(Form E), each bank is requestad to submit all of the information in
units in accordance with its own organization. It is desired that
you make up four copies of this information, togsthar with four sets
of forms, ones of which is to be forwardad to reach the Chairman of
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your Group on or before March 15. The Chairman of your Group will
advise you later with raspsct to ths disposition of the remaining

sets.

In the preparation of the data requestad and throughout
your group study, it is suggestzd that you confer frezly with the
Chairman of the Procedurs Committee in your bank, so that he may

" be fully informed at all times.

If any furthsr information is desired or thers is anything
containzd in the above waich is not entirely clear, you will kindly
make inquiry through the Chairman of your Group.

Very truly yours,

A, C. Miller, Chairman,
Committee on Economy and Effieiency.

P. 5. The word "unit", except when otherwise indicated, refers
to the sub-divisions of your own organization, whether
known as departmsnt, division, section, or unit.
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WASHINGTON

X-3638

February 15, 1923.
SUBJECT: Governors! Conference

Dear Sir:

The Federal Reserve Board has designated
Monday, March 26, 1923, as the opening date of the next
meeting of the Governors of Federal Reserve Banks for con-

ference with the Board and with each othar. The meeting
will convenz at ten A. M. in the Board's Assembly Room in
Washington. )

Th: topics which the Board desires to discuss
with the Governors will be submitted later and the topics
which they may wish to discuss among themselves will be
prepared by their own committes.

Very truly yours,

Acting-Governor.

. T0 THE GOVERNORS OF
ALL F. R. BANKS
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X-3639
Statement for ths press. ’
For releass in the morning papers of February 21, 1923.

The Federal Advisory Council met on February 19th and 20th with
the Federal Reserve Board for gsneral discussion of business and
financial conditions in the twelve Federal reserve districts. Ths
meeting was a statutory one and the first meeting of the Council held
during 1923.

The Council, following its usual custom, elected officers and
appointed an Executive Committee to serve during the ysar.

Mr. L. L. Rue, of Philadelphia, was re-claocted President
of the Council.

Mr. Paul M. Warburg, of New York, was re-slected Vice
Przsident.

The following members of the Council were named to comprise the
Executive Committee:

Messrs. L. L. Rue, P. M. Warburg, J. J. Mitchell, E. F. Swinney,
A. L. Aiken and J. M. Millar, Jr.

The personnel of the Council is as follows:

Federal Reserve District # 1 (Bostcn) = Mr. Alfred L. Aiken
L " n # 2 (New York) - Mr. P. M. Tarburg

"o " " # 3 (Priladelphia) - Mr. L. L. Rue

" " " # U4 (Cleveland) - Mr. C. E.Sullivan
- " n %5 (Richmond) - Mr.John M.Miller, Jr.

. " " n # 6 (Ltlanta) - Mr. E. V7. Lane

" " " # 7 (Chicago) = Mr. J. J. Mitchell
"o " " 4 g (St. Louis) - Mr.Festus J. Wade

" " n # 9 (Minneapolis) - Mr.G. H. Prince

" " n #10 (Ransas City) - Vr. E.F.Swinney

- n " #11 (Dallas) - Mr. R. L. Ball

no wo n #12 (San Francisce) - Mr. D. W. Twohy

: New menbers of the Council are Messrs. Alfred L. Aiken and John

. M. Miller, Jr., who were selected by the Boards of Directors of the
Federal Reserve Banks of Boston and Richmond to succeed Messrs. Philip

'~ Stockton and J. G. Brown respectively.
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FEDERAL RESERVE BOARD

WASHINGTON
X-3640

February 21, 1923

CONFIDENTIAL.

~ Subject: Notary Fees on Items Protested.

Dear Sir:

The Federal Reserve Board in its circular letter of
June 4, 1919 (X-1563) has heretofore called to the attention of
the Federal Reserve Banks the impropriecty of an agreement between
a bank and a notary public, whereby the notary in consideration of
his employment by the bank assigns to the bank his notary fees.
The Board stated its opinion that it would be well either to employ
notariss not connscted with the bank or to p2rmit a notary who is in
the empicy of the bank in another capacity to retain the fses for
his own vse as part of his compensation for general services.

Thers is enclosad herewith for your further information
in this connsction a copy of the opinion of the court in a recent
case on this subject, decided by the Supreme Court of Illinois, in
which it is held that a notary's agreement with a bank to receive
less than the statutory fees for protesting paper is illegal and
void and that notwithstanding such an agreement the notary may
subsequently recover from the bank the balance of the fees due

him.
By order of the Federal Reserve Board.
Wm. W. Hoxton,
Secretary.
(Enclosure)

TO GOVERNORS OF ALL FEDERAL RESERVE BANKS.
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PITSCH V. CONTINENTAL % COMMERCIAL NATIONAL BANK OF CHICAGO.

137 N. E. 19g.

Appeal from Appellate Court, First District, on Appeal from Circuit
Court, Cook County; Jesse Holdom, Judgs,

Action by Otto L. Pitsch against the Continental & Commercial National
Bank of Chicago. From a judgment of the Appellate Court affirming a
decree of the Circuit Court dismissing plaintiff's bill, he appjals.
Judgment of th: Appellate Court and decres of the circuit court' re-
versad, and cause remanded.

John W. Ellis and Albert E. Beath, both of Chicago (John A. Bloomings-
ton and William F. Struckmann, both of Chicago, of counsel), for appsl-
lant.

Mayer, Meyer, Austrian & Platt, of Chicago {4braham Meyer, and Davis F.
Rosenthal, both of Chicago, of counsel), for appellse. '

DUNN, J. The Appellate Court for the First District affirmed a decree
of the circuit court of Cook County which dismissed for want of =quity
a bill _filad by Otto L. Pitsch against the Continental & Commercial Na-
tional Bank of Chicago for an accounting. The judgment of affirmance was
enterzd on March 7, 1922; at the March term of the Appellate Court, and
on March 24 the court upon pstition of the appellant, certified that the
cause involvad questions of law of such importance on account of prin-
cipal and collateral interests involved that it should be passed upon
by the Supreme Court, and at th: same time ordered that an appeal be al-
lowed on condition that the appellant file an appeal bond within 10
days. An appzal bond was not filed within 10 days, but on April 17,
1922, still in the March term of th: Appellate Court, but 24 days

after the order allowing the appsal, a motion by the appellant for

leave to fil: an appeal bond instanter was allowed, and an appeal

bond in accordance with the order of the court was presentad, approved,
and filed. The appellee did not move to dismiss the appsal, but in

the brief filed argued that this court had no jurisdiction of the ap-
peal, for the reason that the appeal bond should have been filed within
20 days after the granting of the appeal, that the court was without
power to approve the appeal bond on April 17, 1922, and that its order
purporting to do so was a nullity. Disregarding the question whather
an objection to the court's jurisdiction of the appeal can be raised in
this manner when the objection does not go to jurisdiction of the sub-
Ject-matter, section 92 of the Practice Act (Hurd's Rev. St. 1921, c.
110) provides that appeals shall be prayed for and allowed at the term
at which the judgment, order, or decrees is renderad, and that the
appellant shall file a bond within such time, not less than 20 days,
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as the court -hall fix. The appellec contends that the time limited
for ths filing of the appeal bond having been fixed at 10 days, the ap-
pellant was requirad to file an appeal bond at farthest within the 20
days mentioned in the statute, and that an order extending ths time
for filing a bond could bs made only before the sxpiration of

the 20 days. The cass of Hill v. City of Chicago, 218 Ill. 178,

75 N. E. 766, is cited in support of the last proposition. In

that case an order allowing an appeal at the February term of

the county court fixed the time for filing th: bond at 30 days

from the date of the order, February 28. The time expirsd on
March 30, after the expiration of the February term. No bond

was filed within the times, but on March 31 a bond was approvzd by
the Judge and filed with the clerk, and it was held that the

court was without power to sxtend the time, and the right of appsal
was lost by failure to comply with the condition. In this case

the term at which the decree was entered and at which the stat-

ute authorized an appesal to be allowed was still continuing. The
court had not lost jurisdiction of the cause, and the order
approving the filing of the appeal bond and permitting it to

be filed was in effact an cxtension of the time for filing the

bond, which was within the power of the court, and this court has
Jurisdiction of the appsal.

The appellant was a notary public, who was employsd from
October 1, 1911,to Descember 31, 1918, by the appellee in pro-
testing commercial paper for the appellee and its correspondents,
and during that period devoted his time exclusively to such
services. Provious to entering the appelleels service a writ-
ten contract was sxscuted between the appellant and the appel-
le:z, by which the appellant agreed to act as a notary in the mat-
ter of protesting commercial paper whensver required by the ap-
pellee, for which services the appellee agreed to pay him 123
Per cent of all protest fees recaived by it on commercial paper
protested at its bank, whether protested by the appellant or
Some other nmotary. "During all the time from October 1, 1911,
to December 31, 1918, the appellee deliversd to ths appellant
and another notary public, who received the same compensation,
all such ch:cks, notes, drafts, and bills of exchange as re-
quired protest, and they made protest of such instruments. This
work required all the time of the appellant and was done on
the premises of the appellee, which furnished to the appsl-
lant desk room, records, stationsry, telephone service, and
everything used in his notarial work except his official seals
The appellee collected all the fees for notarial services ren-
dersd. Twice a month during th: appellant's service ths ap-
Pe}lee had a settlement with the appellant, and paid t0 him
125 per cent. of the fees which it had collected, retaining
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873 per cent. The bill was filed on February 10, 1919. The
defendant set up ths statute of limitations as a defense to all
moneys received prior to February 10, 1914, and as to the
residus answered that on the 29th day of July, 1913, and on
the 15th day and the last businsss day of sach succeeding
month thereafter up to and including Decemb:r 31, 1918, the
appellant exscuted and deliver:zd to the appellee a sesries of
instruments in writing, all to the same 2ffsct and identical
in words and figurass except datzas, whersby the appellant

on such dates forgver rsleased and discharged the appellee
from all claims up to the date of cxzscution and delivery,

and assigned to thes appelleec all sums due on the date of

the exscution and de.ivery of such instruments for fees earned
as notary up to those raspective dates. The following is

a copy of ons of such instruments:

"Reczived from Continental and Commercial National
Bank of Chicago, on ths resp:ctive dates below indicated,
the sums due me in full paym:nt and satisfaction for all
servicss renderad by me for said bank and all claims I may
have or ever had against it up to and including such dates;
and in consideration of the agresment by said bank to
continue me in its employ at the same compensation for the
next succeeding half month, to perform like services as
those hsretofore performsd by me, and for other good and
valuable considerations, I hercby release and discharge
saild bank from all claims and cemands of svery kind or
nature which I had or might have against it up to and
including said datss, and I hereby assign, transfer and
Set over to said bank all sums of money now dus or owing
to me from said bank for fees carned, as a notary public
in the half month preceding the respsctive dates set op-
Posite my name.

1913 ‘
July 29. ®. L. Pitsch. (Seal.)
Aug. 15. Q. L. Pitsch. (Szal.)
Aug. 28. 0. L. Pitsch. (Seal.)
Sept. 15. 0. L. Pitsch. (Seal.)
Sept. 30. 0. L. Pitsch. (S5:al.)
Oct« 15. 0. L. Pitsch. (Seal.)
Oct. 31. 0. L. Pitsch. (Seal.) -
Nov ., 15. 0. L. Pitsch- (Seal.)
Nov. 30. 0. L. Pitsch. (Szal.)
Dsc. 15. 0. L. Pitsch. (Seal.)
HETN 3. . . . . . . . (Seal.)

A separate instrument appears for each of the years from
1914 to 1918, inclusive, each bearing 24 signatures and o4 dates,
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being the 15th and last days in each month. The appsllce relies
upon these instrumesnts as an accord and satisfaction batwsan the
parties on ths dats of each instrument for the notarial fees
claimed in the bill.

The claim of the appsllant is for monsy had and received
to his use by the appellese for notarial services rendered by the
appellant. It is based upon this statutory right to the fees.
The defense is not payment, but an accord and satisfaction,

- whereby the defendant twice each month during the five-year

period within the statute of limitations accepted payment of
one fourth of the amount of his fees which the appellee had
collected in satisfaction of the full amount. (Ths proportion
of the fees czarnsd is really one-fourth instead of one-eighth,
because in addition to one-cighth of his own fees he also
received an amount equal to onzs-2ighth of what ths other not-
ary earned.) In connaction with the receipt for the money
paid each time was included a relsase and dischargs of all
claims against the appellee to the date of signing and an
assignment of all sums dues from the appellee for fees zarned as
a notary public in the half month preceding such date. The mere
receipt by the appellant of a part of the money which the
appellee had collected for his servic:s and held for him

was no consideration for the release of all claims against

the appellee and the assignment to it of all sums due from

it for fees 2arned as a notary public in the preceding half
month. The instrument, therefors, recited as the consideration
for the release and assignment the agreement by the appellees

to continue the appellant in its employ at the same compen-
sation for the next succesding half month to perform like
services as those theretofore performed and for other consid-
erations. No other consideration appsars than the appellee's
agreement to continue. the appellant in its employ to perform
like services as tharetofore perform:d for th: same compen-
sation; that is, 123 per cent. of the legal fees and tho con-

‘veniences and service therstofore furnished him. The answer
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of the appsllant to this defense is that the transaction was
an agreement with a public officer for the psrformance of
official services, the compensation for which was fixed by
the agresment at a rate lower than the statutory rate, which
is contrary to public policy, and will not be enforced.

A notary public is a public officer racognized by the
commercial law of the world, Pierce v. Indseth, 106 U. S.
546, 1 Sup. Ct. 418, 27 L. Ed. 254. The fees of his offics are
fixed by statute. Hurd's Stat. c. 53, Sec. 28. The appellant's
employment by the appellee was for the rendering of official
services, and he rendersd no othar services. The amount to
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which he was entitlad for such services was fixed by statute,
and the amount collected for those services was received by the
appellee. This amount belongsd to the appellant, yet the
appellece retainad the greater part of the money for itself.

The proposifion that a contract whersby a public officer
whose compensation is fixaed by statute ag*eeq to accept for
his official services something diffsrent from that provided
by statute is contrary to public policy and void seems to be well
supported by authority as well as justified in principle. Gilman v.
D. V. R. Cos, 40 Iowa, 200; Bodenhofer v. Hogan, 142 Iowa, 321,
120 N. W. 659, 134 Am. St. Rep. 412, 19 Ann. Cas. 1073; Gallaher v.
City of Lincoln, 63 Neb. 339, 82 N« 7. 505; Abtott v. Hayes County,
78 Neb. 729, 111 Ne Wo 780 Ohlo Natl- Bank Ve Hopklns 2 .App- D. Ce.
146. The compensation of a public official for the performance
of his official duties is not a matter for traffic or trade, for
bargaining or for favoritism. Every person for whom such services
are rendered is entitled to receive them at the same price.
Official morality and public policy alike prohibit-the under-
mining of the public service by permitting officers to make mer-
chandise of their official services. The appellee has not con-
tested this proposition, but insists that it is not involved in
the cases It basss its defense upon the proposition that fees or
salary which have been earned may be assigned, or the officer may
waive his claim to them or estop himself from claiming them. The
appellant admits that an officer may assign fees which have been
earned, but insists that this proposition is not involved in the
case. The question of first importance to be determined, there-
fore, is the effect of the written instruments executed semi-
monthly by the appellant during the time of his employment by
the bank. On their face each is a receipt and a release of the
appellee from all claims and an assignment to the appellee of
all sums of money due from the appellee for fees earned as notary
public in the half month preceding the particular date.  The
consideration of the release and assignment is stated to "be the
agreement of the appellee to continue the appellant in its employ
at the same compensation for the next succeasding half month to
perform like services as those therstofore performed, and for
Other good and valuable considerations. There is no doubt about
the compensation of the appellant. At the time each one of
the instruments was signed he received one-eighth of all the
protest fees received by the appellee on all commercial paper
protested at the bank. That was his agreed compensation during
allthe time he was in the appsllee's employ. The appellee
regarded him only as an employee, to whom a salary fixed at
a percentage of his legal fees was paid, and to whom a place
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of work was assigned, supplies and telephone service were fur-
nished, and a bonus was paid as to other employess. For the
value of these things it is proper that he should account as a part

of his compensation, but the whole matter of fixing his compensa-
tion for official services by private contract when it had already
been fixed by law was contrary to public policy and the contract
was therefore void. = It may be true, as appellee's counsel

state, that the appellant received the full consideration for

which he contracted = all he bargainsd for - but the policy of

the law forbids the appellant and the appellee to bargain about
this subject-matter. It is not a case of several promises or

a promise to do several things in which the lawful can be separated
from the unlawful, but the whole contract is unlawful. The sole
consideration for the release and assignment was the illegal con-
tract to continue the appellant's employment at the same compensa-
tion, and that contract was illsgal in toto and void. The appellant
could not insist upon its performance, and was not bound by it.

The appellant's suit is not based upon this contract. He
makes no claim under it, and it is not es.ential to or any part of
his case. His claim is for money received by the appellee to his

~use. His services were rendersd at the request of the appellee,
which collectaed from its correspondents the amount of his fees, and
it is for these fees hs sues. The appellee claims that if the
semimonthly releases and assignments were illegal the parties are
in pari delicto, and the law will not aid either, but will leave
them where it finds them. The doctrine does not apply to this
case, for the test for determining whether or not the objection
that the plaintiff and defendant were in pari delicto can be
sustained is by considering whether the plaintiff can make out
his case otherwise than through the medium and by the aid of the
illegal transactions to which he was himself a party. Broom's
Legal Maxims, 567; Ohio Natl. Bank v. Hopkins, supra.

It is argued that the appellee gave the appellant the commercial
paper to protest only because of the contract; that the fees collect-
ed, after paying to the appellant his proportion, became a part of
the assets of the appellee, were credited to its profit and loss
account, and formed a basis for declaring dividends; that thase
things would not have occurred but for the contract, and that they
constitute an estoppel against the appellant, whose acquiescence in
the semimonthly settlements were relied and acted upon by the bank.
There was no estoppel. The contract was illegal, and could not
become legal by long continuance or by acquiescence or by frequent

@ renewal. The violation of public policy did not cease to be a
violation because of its frequent occurrence. Not only was the
contract of the appellant illegal, but the appellee xnew it was
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illegal, and in spite of such knowledges renewed it twics a mornth
for several ysars.

Counsel for the appellant say that the appellant assigned to
the appellee the fees and salary he had earnsd in the prier time
he had been employed by the appellee and the appelles re-employed
him in reliance upon this assignment. Way was such care taken to
give the appsllant's employment this form ~ 2 new employment every
two wesks? That is not the usual method of employment in the
service of banks. The appsllant was employsd 2very two wesks
at the same compensation, which was not the compensation fixed
by law. The fact that he accepted every two weeks an amount
which was less than the amount dus him and without consideration
other than another contract of employment, void bscause based upon
the same illegal consideration, could not estop him from claiming
the remainder of the amount due. '

The semi-monthly settlements betwes=n the partiss did not
amount to a waiver by appellant or an estoppel against him, for
the receipt of a part of the amount due him is not a satisfaction
of the whole debt unless made and received upon a new and lawful
consideration.

The judgment of the Appellate Court and the decree of the
circuit court will be reversed, and the cause remanded.

Reversed and remanded.
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It is a pleasure and érivilege to be here today to
discuss with you the Fzderal Reserve System and its relation
to agriculture. Defore approaching the particular phase of
that subject which has been assigned me, viz.: Mhat the
Federal Reserve System has dore to support agriculture since
the armistice," I would ask your attention for a few minutes
to a brief consideration of the nature of the Federal Reserve
System. fo many of you, undoubtedly, these facts will be
familiar, but my warrant for repeating them is the amazing ig-
norance and misconception of the System which is evident through-
out the country and is disclosed even in debates in Congress.

First, the Fedsral Reserve J/ct was never intended as a
panacea for all economic ills. It was adopted solely for what it
was, a banking reform which would put the commercial banking system
of the country ix a better position to serve the needs, especially
the short term credit needs, of agriculture, commerce, and industr}.
As set forth in the title of the Act, it was designed as, "An Act to
provide for the establishment of Federal Reserve anks, to furnish
an elastic currency, to afford means of radiscounting commercial
paper, to establish a more effective supervisién of banking in the
United States, and for other purposes." In no sense was it plannred
as a price regulating machine, nor was it considered that the System

should provide capital to be loaned out for long periods.
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Drafted while the memory of the panics of 1893 and 1907
was still fresh, the framers of the .ct sought to prevent the re-
currence of such penics, when banks were unable to realize upon
their reserves, and depositors were unablz to recsive in currency
the funds due them. To that end the 0ld system of pyramided re-
serves which had failed repeatedly was abolisked und the reserves
of all national vanis and those of such state barks as chose to

enter the System were out on a more scientific basis, and were

‘mobilized in the Faoderal Res:arve Danys. It is these reserve de-

posits, amounting now to about $:,200,000,000. - the reser&es of
sixty per cent of the bank deposits of the country - that the
Federal Reserve Banks are callzd upon to protect.

Right hers, let me call your attention to the faci that
the interests of the depositors as well as the interests of the
borrowers of a baﬁk are entitled to the fullest protection. Were.
it not for the depositors, there would be no banks, as we know
them, and I think this is a fact that has been toocften overlooked.

That the Federal Reserve Act has provided the public with

an elastic currency abundantly able to meet zll requirements during

thg mostﬁseQere crisis in the history of the country has been fully
demohstratedi Thaﬁ elasticity is made possible by the operaﬁﬁon
of section 13 of the Act, whereby ﬁember tanks in need of fiunds to
make good their reserves may rediscount their eligible notas with

the Federal ReServe Bank -
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And nere let me say that it was nsver contemplated that any bank
should contimually lean on tie Federal Reserve Bank for support. Rataer, it
was tae purpose thzat tiae banks sinould operate upon taeir own resourcss, oub
would find ever ready nelp at tae Federal Reszrve Banks in timss of seasonal
expansion of credit, such as planting or crop-moving time, or dn times of
emer zancy.

But the facts are that during tae critical years just passed many barks
were obliged to borrow steadily from tias Federal Reserve Bank. While the
amount of necessary borrowinzs in some instances was startling, excessive bor-
rowings today ars pretty well liquidated, snowinz now it is possible for azri-
cultural and live stock districts to grow out of abmormal financial difficulties,
when proper time and ericouragemant are extended.

In this respect I say the Faderal Roserve Banks nave gone the limit.

Just a word now as to the orzanization:

The Fz2dsral Reserve System is not a central banking system, nor is it a
govermment bank, - for ths government aas never invested a cent in the capital
of any of tae Federal Reserve Banks, nor do governmant deposits form any con-
siderabls proportion of tae system's resources waich are composed chicfly of
contributions from member banks in the form of capital and reserve deposits;
nor is it a system whose operations are dictated or controlled by any set of
government officials or by a bureau in Washington. Taers are instead twelve
separate Federal Reserve Banks, sach an individual unit, under government super-
vision, but managed by its own board of directors, composed of residents of
the district. In the Federal Reszrve Act carsful provision is made that the

dirsctors of a Federal Rsserve Bank, nine = in number, be fully
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representative of all interests of the district. Three of them
are appointed by the government through the Federal Reserve board,
and they can have no connection with any othar bank. Three others,
known as Class A Dirzctors, ars elected by the member banks as their
representatives, and they are practically always officers of member
banks. Three others, known as Class B Diresctors, are also elected
by the member bank stockholders, but these airectors are representative
of the industrial, commercial, and agricultural - the borrowing in-

terests - and can be neither officers nor dirasctors of any bank.

Further precaution has been taken to insure that all in-
terests are properly represented, accordingly, the member banks are
divided into three groups, according to size, the large banks in ohe
group, those of medium size in another, and the smaller banks in a
third. Each group then elects one Class A and one Class I director,
thus insuring fair representation.

The Federal Reserve Loard is a supervisory obody and defines
by regulation what classes of paper may be discounted at the Federal
Reserve Jank, in accordance with the law. 3ut, the Federal Reserve
20ard cannot compel a Federal Reserve Jank to make any loan which it
does not care to, nor can it prohibit a Federal Reserve Bank from
making any legal loan. The only control it has over the loaning
policy of the Federal Reserve lanks is to authorize, and compel if
necessary, one Federal Reserve Jank to come to the assistance of

another.
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Sgch authorization has bzen granted whenaver recuested,
but at no time has it ever been necsssary for the Federal Reserve
~oard to order one barnk to help another, as they have always co-
operated to the ﬁlllest extent. In 1920, for instance, the
Federal Reserve Dank of Cleveland was lending more funds to the
hard-pressed agricultural districts than it was to its own member
banks.

One other point must be borne in mind:

The Federal Rssarve Danks have no dealings with individuals
Oor with private corporations. They receive deposits only from

banks and from the government and make loans only to memler banks.

With this sketchy sxplanation of the Federal Reserve System
let us come to the subject at hand and review briefly the economic
conditions sincé the amistice.

When on November 11, 1918, the armistice was signed by
General Foch and by representatives of Germany, the world was
emerging from the worst struggle in history. Men and treasure had
been destroyed at a‘fearfﬁl rate for more than four years; large
stretches of territory had been devastated, and the entire economic
machinery of the belligerents had been aiverted to the one end of
producing war materials. In the Unitaed States the situation was

similar, but in proportion to our population and resources, much
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less acute- While four millions of our men were withdrawn from
productive activity and were actually taking part in the war or
training for it, and while much of our industrial machinery was
engaged in satisfying war requirements, nevertheless our fundamental
industries - agriculture, iron and steel, coal, textiles, etc. -
were in a prospserous cordition, and, though requiring s ome
readjustment , prepared to continus operations in times of peace.

The credit mechanism, ,as well as the industrial plants all
over the world, had been diverted from the service of the civil
population to the service of the States and their military needs.

In this respect also America, though affected by the same influences,
had suffered less than her allies. Currency inflation everywhere
was great, and in the United States prices were about double their
pre-war level.

The years immediately following the armistice, 1919 and 1920,
were generally speaking, charatterized by continued business activity
and credit expansion, which developed into a world-wide post-war boom.
Prices were high and rising, production continued at a high rate, and
here in the United States prosperity was gensral. In Europe the bel~
ligerent countries were endeavoring to reconstruct their economic
foundations. Their own resources were exhausted by the long struggle,
food supplies were low, raw material stocks were almostball gone,
and there was urgent need of imports in order to feed the populations

and to resume productive activity. While these countries had little
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with which to pay for imports, they still had large unexhausted
war cradits with the United States Treasury, and they were permitted
to utilize these cradits to secure food and raw materials from the
United States.

Funds supplied dirsctly by the United States Government in
1919 paid for no less than $3,000,000,00C. of our exports to Europe.

In addition European countries wsre able to borrow large amounts privately
from our banks. As a conseguence, our exports reached unprecedented
heignts in 1919 and 192C, the value of exports of agricultural products
alone in 1919 being $4,102,000,000. and ia 1920 $3,500,000,000.

It was not until the spring of 1920 that the period of post-
war prosperity and speculetion began to show signs of a possitle turn.
With Government credits exhausted and private credits increasingly
hard to obtain, European countries were .no longer atle to buy our
food end raw materials in such large quantities, or to pay such good
prices. Prices of all commodities, as well as of agricultural com-
‘modities reached their peal about June, 1920, and then declined
spectacularly. Once the turn had come, the downward movemsnt gathered
momentum as speculative booms collapsed and speculative holdings were
thrown on the market. All through the rest of.l920 and the first part
of 1921 prices continued to decline; only in the latter part of that
year did they become relatively stabilized, and not until 1922 did a rise

occur.
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Prices of aogricultural products, which are peculiarly
sensitive to foreign demand, and, as raw materials generally more
quickly responsive to eccnomic changes, dropped lower than those
of other commodities.

Kesping this situation in mina, lat us néw see what the
Faderal Reserve System did to support agriculture. This should be
considered from two points:

First, to what extent did the Federal Reserve System extend

credit; and second, what was the attitude of the Federal Reserve

ooard, expressed through its regulations and rulings, towards

agricultural paper.

Accomrodation extended by the Federal Reserve Banks to their
rember banks is measured primarily by the volume of bills discounted
for member banks, the direct means by which a member bank in need of
funds may obtain accommodation from its Federal Reserve Dank.

In this connection I wish to emphasize the fact, referred to
before, that Federal Reserve oanksCannot create credit, nor can they
make direct loans to individuals or corporations. The assistance of
the Féderal Reserve Danks is extended to agriculture and industry
through the mamber banks, which must first pass upon the Dborrower's
application for an extension of credit. The member tank is, of course,
familiar with the nesds of its comrunity, with the reliability and
integrity of the vorrower, and the sufficiency of the security which
he offers, and will not be disposad to deny credit to a customer who

is entitled to it, so long as funds are available for the purpose.
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It is here that the function of the Federal Reserve
Dank appsars in so far as the extension of credit is concerned,
which is to furnish the member bank with necded funds by the
discount of eligible papar.

This chart tells the story of how the Federal Resecrve
banks came to the aid of agriculture ruch more clearly than any
number of statistical tables. Thess thres curves show the course
of prices, the 1913 average price being taken in all instances as
100. The black line repfeaenting the price of all commedities
shows that in November, 1912, ths average price stood at 203, and

then increased steadily until oy, 1920, when it was almost 250,

<

or two and a half times the average 1513 price. Then followed
the sudden drop, as showm: by thé curve. The blue curve representing
live stock prices shows that for part of 1919 they stood slightly
above the general average of prices, then broke sharply, recovered
slightly, and then in October, 1920, several months of ter the
slump in other prices, declined to about the same level as crcp
prices, since when they have fluctuated together at a level con-
siderably below that of the prices of other commodi’ies.

Prices of crops are shown ﬁy the red lirz, which starte at
November, 1913, at a level of 215, somewhat above ths average price

of all commodities. Then followed a rapid rise until Auguss or 1919,

when there was a sharp break, which did not, howevar, bring the price
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down to the general average. This decline lasted but three months,
following vhich came a rapid and continual rise until a peak of BOM
was reached in June, 1920, about a month after the prices of other
commodities had started to decline. Then came th=z almost per-
pendicular decline which soon carried them below the lavel of other
commodities, where they have remained ever since. |

Meanwhile, what was the Federal Reserve System dcing?

Throughout the war period there had been a rapid increase
in the amount of discounted paper held by the Federal ReservelBanks,
and on November 15, 1918, four days after the signing of the armistice,
the Federal Reserve Danks held under discount for member banks a
total of $1,800,000,000. of eligible paper, the largest amount of
accommodation extended to member banks by the Federal Reserve System
at any one time up to that date. But the post-armistice period
Saw an even greater extension of credit to member banks by the Federal
Reserve System, for there was an almost continuous increase in the
amount of discountsd paper during the next two years, culminating on
November 5, 1920, in the stupendous total of $2,827,000,000., wiich
marks the high point in the history of the Federal Reserve System.
That declining prices should -ultimately result in a lessened re-
quirement for accommodation at the Federal Reserve 3anks was only to
be expected, but as the chart shows, this reduction did not begin
until late in 1920, five months after the break in prices began. There—.

after it ran a practically parallel course with the price decline.
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These being the facts, how can the statement be justified
that the Federal Reserve Bystem, by curtailing credit, brought about
ﬁhe decline in prites?

An apalysis of Federal Reserve Bank discounts during this
period made for the Joint Commission of Agricultural Inguiry, shows
that the decline in the loans of the Federal Reserve Banks began in
the industrial and financial sections‘bf the country; and that while
liquidation of loans was occurring in the East, loans in the agri-
cultural districts were increasing in volume.

Again I say, in the face of these facts, how can the Federal
Reserve System be said ﬁo,be‘responsible for the decline in agri-
cultural prices? Such an accusation is ¥idiculous.

That the rapid increase in prices which marked the year
1919 and the first half of 1920, and the consequent increase in credit
requirements could not go on indefinitely is self-evident, and the
fact that the break in prices which came was not confined to the
United Sfates, but was comron to practically all of the civilized
world, further indicates that its cause is not fo be found in the credit
or diSCOﬁnt rate policy of the.deeral Reserve Banks.

Inter-Federal Reserve Bank accommodation through the re-
discount or sale of paper discounted for member banks or purchased
invthe open market, as I have said, is the means provided‘to enable
one of the Federal Reserve Banks to obtain assistance from

another in time of need. Rediscount operations were resorted to
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on a small seale for the first time late in 1917 and frequently
thereaftsr during the war. It was not until the post-wa®
veriod of expansiocn, however, that the ever increasing demands
of member banks for accommodaticn at the Federal Reserve Banks
occasioned any misgivings as to the ability of the Federal Re-~
‘serve System to mea2t any legitimate demand for credit, without
having recourse te the provision in the Federal Reserve Act
authorizing the Doard te waive the minimum ressrve requirements.

By the end of 1919, the reserve ratio of the Federal
Reserve Systam — trat is the ratic of its gold and lawful meney
reserves to its combined deposit and TFederal Reserve note
liabilities - had fallen te 45%.  Throughout 1920 this ratio
ranged between 42 and UH%. During the early post-armistice
peried the Federal Ressrve Banks in the Middle West had an excess
of lending power beyond the needs of their districts, and they ware
able tv rediscount paper for other Federal Reserve Banks in nezd of
assistance. Just before the prices of farm crops began their pre-
cipitous decline, the situation was reversed and the increased
demands of member banks in the Middle West, not only forced the
Federal Reserve Ianks in the Middle West to withdraw their assistance
to other Federal Reserve Danks, but compelled them to rediscount
substantial amounts of their paper with other Federal Reserve Janks.

One point which I wish to stress is that the only way in

Jhich the Federal Reserve lanks can sxtend credit is through the
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member banks, and in so far as eligible banks refrain from joining
the System, just so far is the Fasderal Reservz System nandicapped in
its efforts to aid. At the present time therc are about 2,900
mzibsr banks, of which over 1600 are state banks and trust companies.
There are, however, approximately 9500 eligibls state banks and
trust companiss which are not membars of tne Federal Reserve System.
These non-membar banks are, of course, chiefly the smaller banks,
but it is evident that the number of eligible state banks and
trust companies that have remained outside of tiae Faderal Reserve
System is nearly squal to the total number of member banks, in-
cluding all national banks.

While the Act expressly provides that member banks shall
not act as agents for nomnmember banks in discountingz their paper
with the Federil Rescrve banks, when nced aross tne Federal Reserve
Board waived tais provision and authorized the Faderal Resarv: Banks
to radiscolint for membar banks paper which they had recsived from non-
membsr banks, in this way extending the aid of the system to practically
every bank in the country.

We have now arrived at the point wners we can considsr the
at titude of tne Fedsral Reserve Board as expresssd through its
regulations and rulings, towards agricultural papsr.

When tae Federal Reserve Act was emacted Congress discriminzted
in favor of agriculture by permitti ng tiae Faderal Reserve Banks, to
discount agricultural paper having a maturity up to six months, whereas

the longest maturity of all other paper eligible for rediscount with
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tiie Federal Reserve Sanks was fixed at nineoty days. Thae law provides
that tie proportion tnat asricuvltural paper may Jorm of tae entire
assets of a reserve bark shall bz fixed by tae Federal Reserve Board,
d fixed this ratio at ©3% and nas never reduced it.

Taz razulations of thae Federal Resarve Board defining

wazt may be considerasd as ajricultural paper olizible for discount wita
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in languaga but may be sumrarized s permitting Federal Reserve
Janks to rediscount for six months any loans which are in the

proper form and which are used to finance

any one or more of the steps of planting, cultivating, harvesting,
or marzeting a crop or of bresding, fattening, or marketing live
stock. Moreover, one of the normzl phases cf marksting agricultural
products is carrying them for a reasonsble time in order to affect
their orderly marksting, rather than dumping large quantities on the
market at cne time, and paper which is used to finance the carrying
of a crop pending its orderly mark:ting may be eligible as
agricultural paper.

The Fedaral Ressrve Loard has also been partly responsibvle
for a change in existing laws, which has been very helpful to the
agriculture interasts. Yeu vankers are familiar with Section 5200
of the Revised Statutes, which contains the limitaticn on the amcunt
which a.nitional bank may lend to any cne person. This l;mitation
is, in gsneral, 10% of the lending bank's capital and surplus, with
certain classes of paper excluded as not being considersd loans of
money.  The Foard falt that the classes of paper excepted frem this
loan limitation might properly be vroadened in a way that would enabls
the farmers and cattle raisers to obtain additional credit from
national banks without contravening any principles of sound banking,
and it recommended certain amsndmentsto Section 5200 of the Revised

Statutes to accomplish this purpose.
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Following this recommendation, Congress amended Section
5200 by an Act approved October 22, 1819, so as to permit & national
bank to lerd to any one borrowér in excess of 10%.of its capital and
- surplus, but not to exceed 25%, pfovided that the loans over and
above 10% are represented by notes, secured by shipping doguments,
warehouse receipts, or other similar documents covering readily
marketable non-perishable staples, including live stock. At the same
time, Congresévalso broadened the class of paper.known as "bills of
exchenge drawn in good faith against actuaily existing values", which
rational banks may discount without limit, so as to include drafts
secured by shipping doﬁuments'conveying or securing title to goods
shipped, demand obligations when secured by documents covering
commodities in process of shipment, and bankers' acceptances of the
kinds descriﬁed in Section 13 of the Federal Reserve Act. These
amendments, by increasing the power of national banls to extend
accommodations on the security of farm products and live stock,
have proven of great value to farmers and cattlemen in their financial
problems.

At this point I would like to say a few words about

bankers! acceptances, which have lately been coming into contimially

greater use as a desirable form of credit instrument. Bankers!'!

acceptances, as you know, are drafte or bills of exchange drasvn on and
accepted by a bank of trust company or other banking concern, and the
law authorizes T:a2ral Reserve Banks to rediscount bankers! acceptances
under :certain conditions. For this purpose, such acceptances rust be

indorsed by a member bank, and must be drawm to finance the importation
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or exportation of goods, the domestic shipment of goods, or the
storage of readily marketable staples. Acceptances which grow out
of the domestic shipment of goods or the storage of feadily marketable
staples must further be secured at the time of acceptance by shipping
documents or warchouse receipts conveying or éecuring title to the
goods or staples in question. Under existing law all bankers!
acceptances, whether used to finance agricultural or commercial needs,
mst be limited in maturity to three months in order to be eligible for
rediscount.

Bankers' acceptances have no. been used very extensively in
connection with the shipment of agricultural products, although the Board
recently had occasion to rule that a national bank may accept a draft
drawn upon it, if,secured by a bill of lading covering a shipment of
cattle to a cattle raiser who has purchased them with the intention of
fattening and re-selling them, and that such acceptances may be eligible
“for rediscount. This was a very liberal ruling in permitting the
acceptance credit to cover the period required to fatten the cattle and
was a distinct advantage to farmers, since the Doard has aiways ruled
that acceptances drawn to finance the manufacturing or processing of
industrial materials are ineligible.- dankers! acceptances, however,
used to finance the storage of agricultural products pending orderly
rarksting have recently been coming into more general use, both by
individual farmers, and more particularly by cooPerative marketing
associations.i |

Most of the rulings on agricultural cradits made since the

armistice have been in connection with cooparative marketing associations,
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which have been of so much assistance in the orderly marketing of
agricultural products and in securing for the farmers a fair return
for their labor.

The Board recognizes that cooperatfon in marketing crops
under proper management is a step in the right direction that farmers
may take toward improving their credit standing and their general
economic condition, and it has gore as far as existing law permits in
encouraging the extension of credit to cooperative marketing
organizations. A very recent evidence of the Board's desire to provide
more ample credit facilities to the agricultural interests, 1is the
amendment to its Regulation B, dated December 19, 1922, which makes
eligible for purchase by Federal Reserve Banks in the open market,
bankers' acceptances with maturities up to six months, drawn by
farmers or by cooperative marketing associations to finance the orderly
marketing of staple agricultural products, and secured by warehouse
receipts coverimg such products. Such acceptances were formerly
eligible for purchase only with maturities not in excess of three
months, and their present eligibility for purchase with longer
maturities should prove the means of furnishing much of the additional
credit needed in such transactions.

The Board recently also issued a mumber of very liberal
rulings designed to secure to farmers operating through cooperative
marketing associations the maximum credit facilities possible under
present law. These rulings were made from time to time as questions were

submitted from various secctions of the country. They involved farm
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produce differing as widely as fruit from Cslifornia, wheat from the
Middle West, and tobacco and cottcn from the South, but the same
principles of sound financing were involved in all, and in each case
the cooperative association was a non-stcck, non-profit corporation, the
members of which . consisted exclusively of growers of the particular
crop which the associatibn was organized to market. The growers
agreed to sell and deliver their entire cwops to the association, title
passing at the time of delivery, and the association assuming absolute
control over the commodities and their re-sale. Generally speaking,
the commoditiés were pooled according to grades and after all of a
particular pool had been sold the proceds were distributed pro rata.
It should be understood that the Board's rulings on this subject wouid
not necessarily apply to associations operating on a materially
different plan.
sver.l  kinds of borrowings are involved. If the grower
«33ires to do tﬁe borrowing.himself, he can borrow on his own note, using
the note or its proceeds to finance'the carrying of his product for such
reasonable period as is necessary in order to effect orderly marketing.
Such a note constitutes agricultural paper, and may be rediscounted with
maturities up to six months. Or he can draw a draft on the coonerative
marketing aséociation at the .time he delivers his cpop, the association
accepting it. He then discounts the draft at his local bank, which,
under the Board's rulings may rediscount it at a Federal Reserve Bank
‘aé agricultural paper with a maturity up to six months, if the grower
uses the proceeds for an agricultural purpose. If tﬁelassociation

itself wishes to borrow money directly from a bank in order to make
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payments to the growers for pruluce deliversed, its notes are
eligible for rediscount, but the Board has held that under existing
law such notes are commercial notes, the maturity of which must not
exceed ninety days, because the proceeds of such notes are used for
the commercial purpose of buying the commodities from the growers.
There was considerable discussion over the case where the
grower draws his own draft on the association, as to whether the draft
should be considered agricultural and have a six months; maturity.
The point was made that the grower in all probability would use the
money so obtained in paying debts previously incurred, and that unless
this could be held to be an agricultural purpose, little agricultural,
or six month& .credit could be obtained in this way. The Federal
Reserve Board ruled, however, that when a farmer or grower delivers
his crop to a cooperative marketing association actually engaged in
orderly marketing and when he is obliged to borrow money for ordinary
general purposes, such as the payment of obligations previously incurred
in gréwing or harvesting the same crop, a drafﬁ.drawn by him on the
association may properly be considered as drawn for an agricultural
purpose, because it puts him in funds so that he can carry his crop
cending its orderly marketing. As I said before, the carrying of
agricultural products for such periods as are reasonably necessary in
order to accomplisﬁ orderly marketing is a legitimate and necessary
step incident to normal distribution and constitutes an agriculturél
purpose. The Board pointed out, however, that there is a distinction

between carrying products for such periods as are reasonably necessary
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and mere speculative withholding from the market in the hope of
obtaining higher prices. Under the Federal Reserve Act paper drawn
to financ? speculation is ineligible for rediscount.

Another very liberal ruling which has been of material aid
to cooperative marketing associations is the ruling that bankers!
acceptances drawn to finance the domestic storage of commodities pendinhg
orderly marketing by such associations are eligible for rediscount.

The association arranges Qith some national or state bank to accept
drafts secured by warehouse receipts, and, after acceptance, such

f drafts are eligible for rediscount by ﬁéderal Reserve Banks with three
months maturity. Under the new amendment to the Board's regulation
they may also be purchased in the open market with maturities up to
six months.

One of the most reeent, and also one of the most liberal,
rulings of the Board on this subject was to the effect that where a
merber of a cooperative marketing association delivers his crop to the
association and at sabstantially the same time draws a draft on the
association, which is aécepted by it and discounted by the drawer at his
own bank, the draft is a "bill of exchange drawn in good faith against
actually existing values". By virtue of this ruling, such a draft is
not subject to the 10% limitation prescribed in the Federal Reserve Act
on the aggregate amount of paper of any one borrower which a Federal

Reserve Bank may rediscount for any one member bank.
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These are probably the most important rulings ' made by
the Federal Reserve anrd on this subject, but, of course, there are
other classes of eligible paper that can be used in borrowing by
cooperative marketing associations. The point I wish to emphasize
is the past and present willingness of the Board to assist the

cooperative marketing movement in every appropriate way.

I have shown how the Board is limited by the terms of the
law in ruling upon the eligibility of paper for rediscount and how it
has gone as far as it could under the terms of existing law in foster-
ing the need of agriculture for broader credit facilities. Under these
circumstances, only Congress has power to provide additional credit
facilities to agriculture by liberalizing the provisions of existing
law, or by creating new credit machinery.

The post-war period of expansion and inflation, followed
quickly by the inevitable deflation, with its particularly harmful
effect on the agricultural interests, rade it evident that the
existing credit machinery of the countsy was inadequate to care for
the needs of the,farmers.“The Federal Reserve System can properly
supply only short term credits, because the assets of Federal Reserve
Banks furnish the basis for a large rart of the country's currency,
and they must be kept liquid. The Federal Farm Loan System, on the
other hand, provides long term credits, but there is an obvious need
for some machinery to provide what may be called intermediate credits

of from six months to three years.
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Among the many ©ills introduced in Congress designed to
extend additional credit facilities to the agricultural interests,
perhaps the most important are the bills recently introduced by
Senator Capper and Senator Lernroot. These bills have been passed by
the Senate and are now being considered by the House, and upless some-
thing unforseen develops, it seems probable that a bill embodying:the
best features of each, will become law during the present session of
Congress. You are, no doubt; familiar in a general way with the
provision of these bills, so that I need not discuss tham at length,
even if time permitted, but I wish to point out how the Federal Reserve
Board has supported the agricultural interests by recommending the
enactment of such a bill, and by recommending also the péasage of other
legislation which would provide still further credit facilities to the
farmers.

As frequently happens with regard to legislation affecting
banking and credits, the Board was requested to consider and comment on
the so-called Capper and Lenroot bills. In response to this request,
the Board on December -21, 1922, addressed a letter to the Chairman of
the Senate Banking and Currency Committee, expressing its approval of
the general purpose of both bills and making detailed comments on
certain provisions in them. Except for expressing its general approval
of the purpose, the Board refrained from commenting on those portioms
of the bills, which contain provisions creating new machinery to supply
agricultural credits of an intermediate type, running from six months
to three years, because such matters were not properly within the

Board's jurisdiction. The Board confined itself rather to the
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provisions of the bills which amended the Federal Reserwve Act or
directly affectz2d the operations of the Federal Reserve System, and
offered a few constructive suggestions designed to safeguard the
elasticity and soundness of the currency issued through the Fedcral
Reserve Panks, and also to make the proposed amendments more liberal
and effective.

In thatkletter th; Board recommended that the maturity of a
certain type of farmers paper eligible for rediscount at the Federel
Reserve Banks be extended from six months to nine months.

It further recommerded fhat certain paper of cooperative
marketing associations be expreésly declared to be agricultural paper,
and thus eligible for rediscount with maturities up to nine ﬁonths,
Under the present law some of this must be classed as commercial paper
eligible for discount only with maturities up to three months, and
some of it must be classed as finance paper and not eligible at all
for discounf.

The Board also recommended that bankers' acceptances, drawn
for agricultural purposes a;d properly secured be made eligible for
rediscount with raturities up to six months. Such acceptances are now
eligible for rediécount orly with three monthé maturity, but the Board
endorsed this amendment to the law, as being in line with the recent
amendment to its Regulation B, which I have already discussed and

which makes such acceptances eligible for purchase in the open market

with six months maturity.
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Botk thz Capper ane Lenrcot vills progosea to amend the
Fzderal Reserve sct oy lowering the amount of cepital wiiich banks cre
now reguirad to have us a condition t0 becomilng member banks. These
arandments are designed to attract mors banis to membership in tne
Feaeral Reserve Syster, and tous maie tue resourcas of the System more
widely available, and the lourd expressad its approval of them.

In addition to tinese recommsndations the Loard suggested
and urgad that sight or dem.nd drafts drawn to finance the domestic
shipment of non-parishable, readily mai.etable, agricultural staples,
be made eligible for rediscount or purchase oy the Federal Reserve
oanks, hen progerly sscured. Under existing law such drafts are
ineligivle for rediscount at Faderal Reserve Janks bacause they have
no definite maturity. Such draits are largely used in financing
the movement of crops and I believe the passage of the amendment will
be of much assistance to agriculture.

I wish to emphasizs that in this statement of the attitude
of the Federal Reserve board towards pending rural credits legislatiom,
I have been substantially quoting from a letter which the Boord wrote to
Congress in response to a recuest for an expression of the Loard's views
on this lsgislation. This letter, then, is an official statement of how
the “ourd ragards the vending legislation designed to improve the credit
standing and economic positicn of the farming interests, and I think you
will agree with me thut the Federal Reserve Tourd has shown itself to be
ready znd willing to place the vast resources of the Feaesral Reserve
System 2t the sarvice of agriculture, so far as is -consistent with the
principles of sound banking, which I do not believe the farmar hinself
would cairs to see violated.
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I have outlined -ha® the Fedoral Raserve System has
‘rne to support agriculture and live stock interests during
recent years. Vhat follows is my porsonal obsarvation of what
might b2 done to assist rgriculture.

Before this consideraticn, however, I want to dwell
brisfly upon the great bonefits that have been derived not only
in the Northwestern states but throughout 21l 2gricultural 2nd
live stock scctions from the operasions of the War Finance Cor-
poration. A morce helpful, constructive picce of work hrs never
been accomplished by 2any governmental organization. Every
assistance possiblc was rendered by the Federal Roscrve Banks
in facilitating the corporation's operations.

The plight of the former today is not due, in my opinion,
to a lack of credit facilities. The causes arce more fundamental.
Mention has been made of how the short torm credit nceds of
agriculture arc provided for by the commercial banks and the
Federal Rescrve System, and of how the pending rural cradit legis-
lation is design:d to satisfy the need for interpediate credit.

In this connection it is interestiﬁg to note that the
estimated borrowings at banks of the 6,448,000 farmers on personal
loans, secured and unsecured, amount to approximately $3,870,000,000,
or an average borrowing per farmer of $600.. It has been stated
that one of the difficulties confronting the farmer is that he
is paying too high a2 rate of interest. Even if true, and if a

reduction of 4 percent could be made, it would mean 2 saving of

.org/
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only $24. per year to ths average farmer, and I submit that there
is morethan a $24. difforencs betwoon success and failure with the
average farmer., Consequently, a lover intcrost rate, 2lthousgh par-
ticuvlarly to DLe desired, wonld not holp the farmer out of his

difficultics to any apprecizble doegress It can bo statzd that the

organization of the proposed intermediate agricultural credit asso-
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ciations would -vithout deubt provsde the farmor with 2 lower

interest than he is now paying and be greatly beneficial

=)

rate o
in this respect. But thoy weuld net by any means be a panacea
for all of his troubles.

There romains the guestion of how the governmont has
provided for the long term credit needs of agriculture.

The Federal Farm Loan Act has made it possible for the
farmer to borrow a liboral porcentage of ths value of his farm
at more favorable torms and for a longer period than any other
line of business enjoys. The rcason for this is the fact that
the income of sccﬁriﬁies issued by the Fedéral Farm‘Loan System
is exempted from all taxation of every kind and description.
Tha total amount of farm loans outstanding Decemboer 31, 1¢22,
made under the Federal Farm Loan System, was approximately
$860,000,000. During 1922 alohe total loans made by the
System amountcd to apprakimately $363,000,000. It is sstimated
that the total mortgage indcbtedness of the farmer is about

$7,800,000,000 so it would seem that within a few ycars a large pro-
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portion of the farmers mortgage indebtedness will be in the
Faderal Farm Loan Systom.

To sum up, it is my porsontl opinion that the credit
facilities of this groeat country ~r: 2bundntly sufficicent to
meat all legitimate demnds of ~griculture, corrierce zhd
in‘ustry, if properly vssd.

A great amecunt of stress s besn 1aid on the importance
cf the organization of cc-oporative morketing associctions for
the purpose of bringing “bout 'n orderly mirkceting and distribu-
tion of agricultural products. The Foderal Reserve Bozard is in
full accord with this plon of co-opcration among the farmers, and
appreciates thie benefits Jorived by the groWor whoen the co-opérative
marksting association hos beon properly dministored. The sfccess
of this plan, of courss, depends sntirely upon how tho association
is managed. In many cases most satisfactory resﬁlts have bee
accomplished, vhile dismel failures have bsen oxperienced in others.
Vhils the oxtension of this movement may bring groat reliocf to
the farmoer, it cﬁnnot solve 2ll of his difficultics. There still
rgm:insAtlc gquestion: "What will bring ~bout the restoration of
the former and put him back on his faat?"

Before making any sﬁggesticn along this linc I want,

if possible, to claar up some mistaken ideas which the former

has about what hns happened to hin, since the signing of the
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armistice.

In the first place, waile the farwer aas aad wany
things harpen to him for wiaica e was unpreparced, Lis busincss
was by no means tas only busin:ss that was adverssly affected,
Thers is not a business of any kind or description that was not
adversely affected just as was that of tas farmar. Many bank
failures have owcurred, many re-organizations of industrial
enterprises have besn necessary, and raductions in inventoriss
of jobbers and rstailers at one time tharsatenad to put nearly
all of them out of business. But, fortunatzly, fer the fammor,
as well as for éll othsr individuals, a racovary has been méde
and tae country industrially and commercially is zradually
zetting back on its fest.

That the faramsr has not recovared to the extent taat
it is most necessary he should, is well kaown and for that
recovery wa all asre today are tryinz to work out a solution.
It is the sasiest thing in tae world for silver-tonzued
orators to offer destructive criticism, Qut what we wﬁnt
is constructive criticisn. We want to knoWw what to do and
now to do it.

Tae farmer nas been told that the Federal Rescrve
System set about tne delibarate inflation of the currency of

1918 and 1919, and in the spring of 1920 commenced a ruthless

deflation.
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I waﬁt to say something right here, and 1 hope you will
take it back home with you, and get your own people to
thinking right about the Federal Reserve System. What I
want to say is this: The Federal Reserve System, including
the Federal Reserve Banks and Federal Reserve Board had no
mors to do with the cause of the inflation of the cur-
renéy or the deflation in the prices of agricultural products
than you had. The reason for the inflation in the currency
of the country and also in prices of all commodities and
wages was that.we were engaged in war. Inflation always has
been and always will be the natural resultant of war.

Is it not possibie for the people of this country
to reaiize that the Federal Reserve System enabled our
side in the great conflict to come out vistorious? Had it

not been for our monetary system, the establishment of which
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borders on providentiality, I venture to say that today amd
for many years to come we would still be settlinz our reparations
contracts or bills to Germany.

But to return to tiae situatioﬁ of the farmer. Waen
ne zoes to wmarket, ac finds that the purchasing power of his
dollar is only about 68 psr cent of what it was before the war.
In other words, since 1620, there has been a zradual increase
in th2 costs w.ici tie farmer nust pay in manufacturéns, wagzes,
freizat rates and taxes,

while everythinzg the farmer
produces is sold on about tihe same scale of prices prevailing
in pre-war times, with the exception of wool, cotton, and flax.
The inevitabls law of supply and demand has zotten in its work.
The reason for no appreciable increase in prices of agricul-
tural products is that there has been an over-production, as
compared with the amounts which Europe can purchase.

As is well known, tae price at whica the exportable
surplus is sold fixes tne price for the whole crop, and Furope

makes her purcha§es where prices are the cheapest. If our
fariers persist in raising wore wansat than is consumed in tuis
country, the only pricz that taesy can expect to receive is
tne Liverpool price less tae charges for layinz our waeat down
in Liverpool. This is because the wasat zrower in this country
is in competition with the waeat zrowers in Canada, the

Argenti ne, Australia, and India, in wnica countries everytaing
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There would seem to be two ways by waica the farmer
can work himself into a positvion wnhere it is possible for him
tc show a profit at the end of eaca yzar out of his operations.

First: Curtail the production of all azricultural
commodities that are exported in competition witin products
produced in foreizn countries to sucnh an extent tiaat our farmers
would be producinz sli:htly less than our domestic consumptiocn.
This would mean for example that tae production of waeat
would have to be reduced to around 620,000,000 bushels, and
the price thes consumer woull have to pay would be the Canadian
price plus ths tariff and cost of transportation. This would
wean that today the farmer would receive around $1.65 for ais

wheat .

Sucii curtailment would not necessarily mean a
decrease in productive activity but would entail a re-arranzenent
of the farmer's operations all alon: the iine. It would mean,
in other words, a better balancinz and diversification of
crops. It is mdst necessary that every farmer produce practically
everytaing he eats and nave farm products to excnanze for taose
necessitiss he cannot raiss.

There is no rzason why the farmers should not raise
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more flax than is nov buing raised in this country. A fair

~

average of the annual ~mount of flax imported into this country
from 1914 to 1922, inclusive, woul” be approximately 12,000,000
bushels. e farmers couvld well increasc their production
of flax -- say ten million bushéls -- or cmploy onc million acres
wrmthout affacting the price they are now recciving which is
the Argoentine price plﬁs tis cost of transportation and tie
tariff, Vlould that the producers of wheat were in the fortunate
positionthat the flax grower is !

Lat me ask you tihc guestion: Vould the United States
Steel Corporation ramvfacture 2 surplus over domostic demnids
if the price at which the surplus had to be sold fixed a price
for the entire product that was less than the cost of production?
The answer ist Most certainly No.  But the whest growers of
the country are in 2 comparable situation todzy.

There can be no sound argument vhy the farmers of
this country should raise wheat and sell it at a low:r price
than it costs to precduce the wheat. If we only grew as much
wreat as our domestic consumption regquires, ticre would not
be any suffering abroad. It is cl-imed that Canada has
potent:i2l wheat producing possibilities sufficient tp suoply
tiie requirements of the world., It should be an casy mattoer
if such is the casc for Can~da to increasc hur production
200 million bushels, if nccessary. In 2dZition to Con~dn's
potentialitics, it is certain that Russia will sooncr or latoer
again be 2 competitor in the raising of whoot.

The s2econd method would b2 to segure a2 reduction

.org/
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in the prices of 2ll commodities the farmer is obliced to
purchase. But such 2 reduction does not seom to bz in prospsct,
ner is it clear ow any action by any ~gricultural group coculd bring
it about? This can be xccomplished only by 2 reduction in tages
which can best be  obtained by a liberalization of our
immigration laws, and a modification of our tariff laws.

The conclusion would then seem to be forced upon us
that to work cut their salvation the farwvers must approach
thelr preoblems as a business problom and solve it along business
lines, must organize fo gain all the advantages that lic in
co-operative markcting associations, bdbut above 2ll, scek to
plan their production with relation to the demand.

It is just s important that the businzss of farming
be conducted 2long sound, business lines as any other business.
It is folly ond a shear waste of time cven to try to change
cconomic laws by legislative action. The successful man,
in 2ny kind of businesss, ~schisves his success not by opposing
ccenomic laws but by ~dapting his oporations to thom. )

Thot the future of agriculture is bright secoms to mecertain.
It is cstimated thoat in ten years our population Will have in-
creased to such an cxtent that our present wheat production which
is said to have reached practica’ly our full producing capacity
will be entirely consumed by domestic consumption. This is no sound

farmer in the
argument for letting naturc take its.coursc.Wh2t will become of thg/
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meantine? 2 If a plan can b2 worksd out teat will provide for
tae farwer duriny tais interval it wiil, in ry judament, solve
for all time to cowe tne problew now confrontinz us. As for

the future, it appears to we tkhat it is cnly nzcessary for one

to take ais pencil and paper and do a little fizuriny. In all
probability our pcpulation will increase at an averaze rate of
one and one-.alf nillions durins the next ten years. Tas averaze
consumption of wieat, vsr person, in this covatry, is approximately
6 busiels, which means an increased annual consurption of 9 mil-

lion bushels, amountinz, in 10 years, to an increase of 9C million

onsunption of

(@]

busaels per annwas. In addition to tzis increased
waeat, there will, of course, b2 an increas2d couswrption of all
other azricultural products. The qusstion naturally arises what
azricultural sections will take care of this increas=d consumption?
I do not belisve any one would say taat ¥ew Enzland can expand
to any extent aszriculturally, neither can tae Midile States. The
only sections laft are tae Souta and West. The section that aas
t.e brizntest future, azriculturally, is, in my judzment, this
great Northwest. Its business is tinat of providing nscessities

for a rapidly increasiny public waich must be fed, and a
public agcustomed to the hizhest standard of livinz.

I am sure taat azriculture will ultimately recover,

but this recovsry can best e accslerated by the fullest cooperation
be tween all tae forces at work, tae United States Department of

Agriculture, tae Azricultural Collezes, suca organizations as the
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the Farm Bureau, the Farmer Banker Council, and all others that
are working for one commecn end - the welfare of the farmer. Let
them all pull tozether along sound lines and the farmer will be

restored to that position he is justly entitled to, and be the

Monarch of all he surveys.
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FEDERAL RESERVE BOARD . -

WASHINGTON =364

February 24, 1925.

Decr Sir:

In accordance with the arrangement which has been entered into bwtween
the Federal Reserve Board and the Treasury Department with regpect to the re-
demption of incomplete Federal Reserve notes and Federal Reserve Bank notes up to
an aggregate amount of $20,000, as set forth in Board's letter of June 10, 1921
(X-3140), I beg to advise that the Freasurer of the United States has delivered
to the Federal Reserve Board notes of this kind amounting to $245.00, and that
the Federal Reserve Board has reimbursed the Treasurer in like amocunt, The said
notes are more particularly described as follows:-

VE NOTES

5!s  10's  20's  Total
Boston $ % $20 % 20
liew York 25 20 40 &5
Philadelphia 20 20
Atlanta 10 10
Chicago 15 20 35
San Francisco 10 60 70

40 40 160 246 $240

FEDXR.L RESLRVE BALK LOTES
5's

5

Richmond 5
Total Federsl Reserve notes and Federal Reserve Bank notes, $245

I am directed by the Board to request proportionate reimbursement from
all PFederal Reserve Banks based upon paid-in capital and surplus as of February
1, 1923. Under this arrangement the amcunt chargeable to your bank is §
whieh please credit the general account, Treasurer U. S., on your books in the
usual manner for account of "Szlaries and IZxpenses Federal Reserve Board, 3pecial
Fund'", redemption of incomplete notes, and send duplicate C/D to the undersigned.

In accordance with instructions contained in Board's letter of July
8, 1921 (X-3160) the amount of this assessment should be charged to profit and
loss account, under Board's general instructions (June 20, 1921, amended December,
1922) covering the preparation of Reports of Barnings and Expenses of Federal
Reserve banks.
Very truly yours,

Fiscal agent.

(To Governors of all Federal Reserve Birks),
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WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL. RESERVE BOARD
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Federal Reserve Agent,

Dear Sir:

Receipt is aclnowledged of your
letter of enclosing copies of the
reports of examination of State institutions
as listed therein.

Very truly yours,

J. €. NOELL
Assistant Sscretary.
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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD
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Federal Reserve Agent,

Dear Sir:

Receipt is acknowledged of your
letter of enclosing éoéies of cor=-
respondence pertaining to State institutions
as listed therein. |

Very truly yours,

J. C. NOELL
Assistant Seccretsry.
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FEDFRAL RESERVE BOARD.

STATEMENT FOR THE PRESS
X-35L5

For release in Morning Papers,
Thursday, March 1, 1523.

The following is a summary of general business
and financial conditions throuzhout the several
Federal Reserve Districts during the month of
February, as contained in the forthcoming issue
of the Federal Reserve Bulletin.

Further increase in the volume of production in basic
industries to a level higher than in 1519 or 1920, a continued
advance in the prices of many basic commodities, additional borrow-
ing from banks for commercial purposes, and somewhat higher mcney
rates are the principal recent developments in the business situa-
tion.

Producﬁion in basic industries, as measured by the
Federal Reserve Board's index, was 6 per cent higher in January
than in Cecember, and reached a volume exceeded only once in the
past, in May, 1517. Production of steel ingots and of anthracite
coal and mill conéumption of cotton showed particularly large ad-
vances, and most other important industries increased their out-
put.. Building o?erations have been maintained on a large scale.

The expansion in production during January was accompanied
by a substantial inérease in freizht shipments. Car loadings of

forest products, reflectinz the continued building activity, reached
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the hizhest monthly total cn record, and loadings of merchandise
and miscellaneous commodities weare ﬁigher than in any January of
the nast four years.

Industrial smployment continusd to increass during
January, and shortaczes of both slilled and unskilled labor were
repdrted by textile mills, steel mills, and anthracite coal mines.
lJore wage increases at industrial establishments were announced then
in Decerber. Thers is still sorme wmerrloyment in states west of
the Mississippi. In industrial and cormercial centers there has
recently been a larzer demand for office workers, although through-
out the country there is much unerployment in this zroup.

The index numbser of the Iureau of Labor Statistics, com-
Futea from the wholesale prices of about UOC commodities, includ-
ing finished and semi-finished -roducts as well as raw materials,
showed ths same averace level of prices in January as in November
and Cecember. Detween “scerber and January the prices of cloth-
inz, fuel, metals, building materiels, chemicals and hcuse furnish~

inzs advanced, but these advances were accomzanied by declines in

farm products and food, so that ths combined index rerained unchangaed.

Turinz recent wesks the prices of a mumber of basic commodities ad-
vanced racidly and in many cases reached the highest points since
1520 or the early part of 1521. Awon: commodities reachinz new
high levels for the current movament -vers corn, beef, cotton, wool,

silk, hides, lumber, rubber, linseed oil, cepper, lead and pix iron.
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An active distribution of goods for this season of the
year is indicated by reports to the reserve banks both of wholesale
and retail dealers for the month of January. Sales of department
stores in over 100 cities were 12 per cent larger than in January,
1922. Inventories for January show that ther:s has bsen no large
increase in stocks of soods held by department stores, and the rate
of turnover continued rapid. In wholesale lines there were particular-
ly large sales durinz January of dry goods, drugs, hardware, and farm
implements.

The larger volume of commercizl borrowinz at member banks
in recent wecks has been contrary to the usual trend of the season.
Commercial loans of reporting meﬁber banks on February 1lu4 were
$243,000,000, or 3 per cent larger than at the end of December and
7 per cent above the level at the end of July, when the general de~
mand for credit first showed an upward turn.

This increased demand for credit at ths member banks has
resulted recently in an increased volume of borrowing‘by the member
banks at the reserve banks, chiefly Eoston,.New York, and Philadelphia.
On February 21, the loans to member banks were $628,000,000 or
¢2U2 000,000 higher than in mid-summer. During the sam