
• I X-:!.530 

"'-

DI§~:R_IQ~ -~T_Q.!... 12. 

t~"SDBP..AL li.~SERYE BO.!"RD J\}i'NOUNC~.lFil~T 

FOR THE '.',':SEK :slffillJG JANUARY 5, 1923 • 

.AD:.UTT:s:; IJ.v THE F3DERU. RESELVE SY.STEI.:: 

Capital Surplus 
Union Tr.~s~ Com)any, 

San Frrrncisco, Calif. ~l ,200,000 ~,1 '97 5,000 

CONVSRTED Il~TO K .... T.JOl:T.Lil. B~TKS: 

..imerican Savings Bank, Pontiac, liichigan. 
~~lpiae ::Jtate Ban:t.:, .... lpine, Texas. 

Total 
B~t~:.~c~ 

:;,_39,903,541 

Puget Sound Bank and Trust Company, Tacoma, :/ashington .. 
First S~ate Bank, De Kalb, Texas. 

QIL.:..JGE OF ~ . ..U .• E 

The Trust Company of Georgia, .:..tlanta., Georgia, has changed 
its name to Lowry Bank and Trust Company of ~tla.nta. 

l~ational Union Bank of 1:onticello, i.onti.::ello,. Hew York, 
Commliireial National Bank of Columbus, Colt'm·o-....s, ,·:nio. 
First liational Bank of Ford City, Ford City, .Pen:;.sylvc.nia~ 

Citizens. Hational :Bank of Vs.ndergrift, V::;.ndergrift, ?ennb.. 
United States National Bonk or.~ Indian:::. H'lrbor at Eust Chicago 

Indiana Harbor, Indiana. 
Forest City liational Bank of Eockford, Rockford., Illinois. 
Lumbermen's National :Sank of Chi.~;:~pewa Falls, Chi_l.lpevw. F<1lls ;···is 
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DISTRICT l~O. 2. 

X-15W 

FEDERt .. L RESER VB BO~D .;.J:HTOU:IC.ELEliT 
FOR Tllli 'NE:.X EJ:JDIHG J-llJU ... JlY 12, 1923. 

4Dl~ITTED TO THE FE?J£R$;!r .RESEJ(VE SYSTFJ4: 

Capital Surplus . 
Irving B:mk of Hew York, 

Total 
Res2urces 

lTew Yvrk, H, Y. $12,500,000 $9,500 ,OC<J $306,140,206 

The Security State Bank, ?onca City, Oklahoma, 

~LITB9RIZED TO ... CCE?T DR;.FTS ;um BILLS OF EXCHaNGE 
TJ.P TO 100 PER CELT OF c;J>IT.iL .J~ SURPLU,S: 

Ir-ring Bank of :I ew YJ rk, li ew york, li. Y. 

PERUISS!OH GR.'JITED TO EX!mCISE TRUST J>OWERS: 

The First Nati:mal Bank of State College, P-enna. 
District National Bank of Washington, Washington, D. C. 
The iunerican national Bank of Do,yton, Dayton, Ohio. 
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FEDER.....L RESERVE BO.<..RD .d.DWW.;CELLENT 
FOR THE .'tEf.X EliDJlW J..:Jrr¥RY 19, 1923. 

Fort Lee Trust Company, 
Fort Lee, li. J ~ 

DISTRICT NO, 3. 

Oxford Bank & Trust Company, 
Philadelphia, Penna. 

(Succeeding the Oxford Bank 
of Frankforrl) 

~100,000 

250,000 

CIWiGE OF l:rAUE: 

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

$20,000 

100,000 

Mercantile Bank & Trust Company, :D.:.1llas, Texas· 

The Evart State Bank, 
Edgar State Bank, 
Hard in Sts. t e Bank, 

B.clliKS ClOSED: 

Evart, I.lichigan. 
Edgar, L1vntsna. 
Hardf!l. wontana.. 

BECI:L:illTEREJ): 

X-15:30 

Total 
J3.~s our~.~.§. 

$130 ,OGO 

3,826,595 

The Oxford Bank of Fr~~kford, Philadelphia, Penr.a., a 
member institution, has been rechartered under the name 
"Oxford Bank & Trust Company", and the new organization ad­
mitted to membership. 

lJERGERS: 

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

The Ocean Park Bank, Ocean Park, Santa I.::mica, Calif., 
and the Community Bank of \Vhittier, Calif., member b~, 
have merged with the Pacific Southwest Trust & Savings Bnnk, 
Los Angeles, Calif., also a member. 

COliVERTED n;TO ll..iTION.,.L B;JIKS: 

The Cordell State Bank, Cordell, Okla. 
The Oklahame State Bank, Cordell, Okla. 
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FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAl. CORRESPONDENCE TO 

THE FEDERAL. REsERVE BOARD X-1530 

FEDBJW.L F.ESERVE BO.JID •• l,:t.;OU...:CEi:31JT 
FOR THE ~/EEK EliDil;·G J4F1L.RY 26, 1923 • 

..o.D:..:ITTED TO THE F.EDER .. :..L m:s.ER VE SYSTzli: 

Surplus 

DISTRICT 1;0.. 8. 

:t;orth St, Louis Trust Co., 
St. Louis , ilo. ~200 ,000 ~o.ooo 

The Bank of Southern Wise on sin, J anesliille, .Wis • 

Total 
Res~ 

$2,795,295 

. PERlliSSlO~: GR .. .J.~TED TO EZEHC ISE TRUST POWERS: 

The Ocean Grove I:<ltional Bank, O~e3ll Grove, 1;. J. 
The Union national B~ vf -~/ilmington, Del. 
The llr.uch Chunk U u.t ional Bank• l~auch Chunk, Penna • 
... lliance First lrational Bank, ..:..lliance, Ohio. 
The First rational Bank of Toledo, Ohio. 
The Fanners Iiationa.l !ank of Salem, Va. 
The First l;ational Bank ::.f Elberton, Ga. 
The Puget Sound NatLmal Bank of Tacom, Wash. 
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FEDEIL....L RE:.:>'ERVl~ :OO . ..J,J: _...:.,:;ou.:w:s:_:.~~T 

FOR TH.E 7JE:2K ELDVG }'EJRU.>.>{{ 2 • 1923, 

Nor...e a om:;. tt8CI .• 

American-Liberty Bank & Tr·~1st Co., l;ew Orleans, La., to 
..:.merican Bank & Tr11.st Co. 

Ogden Savings Ba':1.1;:, 0gd::Jn, Ut::th, to 
First Utah Savings Rank u:f:' Oeoen. 

Union & r:ercan.C.ile T<:'11.8 c Co., IJittle Rack, -rk., to 
Union Trust Corupc:m;:y. 

First Guaranty Sta·~e :am.1k, Q,ua.!.'.at ... Toxas. 

Farmers & l:erchants Ban.lr., Ho.Ttwcll. ~ Ga. 

X-1530 

The Bank of Fergus Ca1:r:ty. Levlist.:>wn, :.:ont., has merged 
into the Fil'f:t Natiox!.o.l Bank Jf F'ergL1S County~ LewistoVvn.) 1Jont. 

The Corun:erclal 'l'.r··.1st & Sayings Bank, r:e:·.tlph~~s, Ten~1., has 
consolidated wi "th the Bank of Commerce & Trus·i: Co., :.Uemphis, 
Tenn. , a merube!', tmder the name of the J.a tter. 

The Commercial lJatL:mal Bank of Bra!.iford, Penna. 
The First l~ational Bank of Highland, Ill. 
The First liational B3Ilk of Stockton, Calif. 
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DISTRICT NO. 10. 
~== .... r..c':Vtt..,....O."-"--"'-'--'-

FEDE&1.1 RESERVE BO.,IJ) ":J.<I.~OUl"CE:.iENT 
FOR THE WEZK ENDJJIG FEBRU.:J\Y 9:,. 1923. 

ADlliTTED TO THE FEDE:Fc..-:..1 RES:::::F\. v:? SYSTE~1l: 

Surplus 

The Farmers Reserve State Bank, 
St • l1arys, Kansas. $25 ,Oou ~5,0UO 

L;SOLVELT~ 

X-1530 

Total 
~urces 

~193,305 

St. anthony Bank & Trust Co., St. ~.nthony, Idaho. 

Gillespie Trust & Savings Bank, Gillespie, Ill. 

1;-orth "'.merican Bank, I.linneapolis, Ilinn. 

PEBliiSSIOIJ GR.-.. NTED TO EXSRCISE TRUST PO'~ 

Hackettstown lrational Bank, 
Union Trust & National Bank :>£ 

Hudson County, 
Third Nutional Bank, 
Georgetovm National Bank, 
Citizens' National Bank, 

Hackettstown, N. J. 

Jersey City, 
.Ashland, 
Georgetown, 
Le\.anon, 

N. J·• 
Ky • 
Ky. 
Ohio. 
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FEDER.ti.L RESERVE BO.ARD .m:;OLt:iCEUENT 
FOR THE .lEEK ENDING FEBRU .. JtY 16, 1923. 

AU.iiTTED TO THE FEDER.d.L RESERVE SYS~: 

Capital Surplus 

DISTRICT no. 8. 

Bremen Bank, 
St. Louis, ilo. ~zoo.ooo $500 ,OOu 

B..o..NK CLOSED: 

Citizens State Bank, Roundup, hontana. 

llerchants & T".rad~rs >:>tate Bank, Chicaso, Ill. 

X-1530 

Total 
Resources 

$6,466,9G7 

?ERlHSSION G1W.J.,T±g? TO E.X&f;CII:lp 'i.lcUST .201}ER.S: 

The National Freehold Banking Co., Hreehold, 1;. J. 
The National Exchange Bank of Baltimore, I.Id. 
lhe First National Bank of Bicknell. Ind. 

7 
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FED~.dL RESERVE BO.till.D ..:ih1WUhCEl!Bl~T 

FOR THE ./.KEK BliiHliG FEBRUARY 23, :!. 92~1. 

DISTRICT lfO. 8 .. 

Citizens Bank :Jf ~.~a.plewoJd, 
LnplewoJd, ~.:iss,:mri. .:;$100 ,OUO ~12,500 

Natural Bridge Bank, 
St. Louis, ~J. 200,000 40,0C'O 

The Yonkers NatLmal Bank, 
The Central lbtional Bank, 
The Lincoln ~iat iJnal B:.mk, 

Yonkers , II. Y. 
York, Penna. 
.LincJln, Ill. 

X-J.530 

8 

Jut a:!:_ 
Resources 

*596,182 

1,045,491 
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X-1530 

DISTRICT HO. 8. 

FZDER .. :..L RESZRVZ BOARD • .IlL OUNCEl . .:EHT 
FOR THE ':'lEEK EHD!l;G I.:.Jl.CH 2, 1923 • 

• ;.Il.HTTBD TO Till.: FE~L IES.:::RVE SYSTS.L: 

Cnui t:::d. ------ SUrplus 

Citizens Javings Bank, 
Ca.bool, :t~~. ;,;; '25,000 :',; 5,000 

CONSOLID' .. T!Oli: 

Total 
Resou~cces 

~:588,476 

The Irving Bank of I:ew York Q.lld the Columbia Trust Co. 
of Le"-'' York, both member institutions, have c:.:msolidated under the 
name "!rving Ba.nk-Columbic, Trust Co.rr 

Farmers & Commercial Savings Bank, Clayton, ~o. 

The Citizens Bank ::Jf CabJJl, CU-bool, L.iss:.mri, has been 
reorg=:.nized WJ.d rec:ErtP.reu under the nJ.r:e cf t ;e Citizens Sa.vinGS 
JJ.s.nk of Cs.tool, and a.cl.rilitteC:. to member-s~-.t~"'· 

The Evart ~tate Bunk, 3vart, .I.::ichig3l1. 

The .;...ltLmal Bank of Commerce of .... sheville, 1. .. C. 
The Kanawha i..~tiJnc..l Bc..nk of Charleston, Va. 

9 

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



FEreR.a. BESER"T.S BO .. .Jm .J:r:t~OUNCE:.:EliT 
:roR THE WEEK ElmiNG MtJtCH 9, 1923. 

!~one a.dmi t ted. 

COl~SOL!.D.;..T!Q.fu. 

X-15:10 

The Commerc ia.l Bank of San Luis ~lb:i.spo ~ Calif., has 
consolidated with the J?acific S.:mthwest T:tu.s·;~ & Savings Bank, 
Los .~eles, Calif. 

The First State Bank of Stigler, Oklahoma. 

The Jefferson State Bank, nena.n, Idaho, has been 
taken over by the First Hat i onal Bank of Rigby, Idaho. 

P~ISSlO!I GR..J:iTED TO .SXERC!SE TRUST PO#ERS: 

The Peoples Nati Jnal Bank Jf Lynbrook, H. Y. 
The First 1-iational Bank Jf Owegu, 1;. Y. 
The Union Hati;mal Bank of Schene~tady, li. Y. 

·The First national Bank vf Honeybrovk, Pa. 
The Citizens' 1iatL.mal Bank ;:>f Leyersdale, .Pa. 
The First Hational Bank of .. .mboy, Ill. 
The Security l:ational Bank Jf SiJux City, !JI;a, 
The .b.merican National Bank of Benton Harbor, Z.!ich. 
The l;Iarshall National Bank of Unionville, llo. 

10 
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X-1530 

FEDERi~o.L RESERVE BO~JID ANNOUNCEi:vlENT 
.FOR THE WE:E:K ENDING lW\CH 16, 1923. 

~IITTBD TO THE EEDER.U. RESERVE SYSTEl,I: 

DIS1'RICT NO. 4. 

The Pearl-Market :Bank, 
Cincinnati, Ohio. 

DISTRIC6 UO. 5. 

The Hardy County Bank, 
uoorefield, w. va. 

DISTRICT NO. 8. 

Webster Groves Trust Co., 

Ca.eital 

$400,000 

50,000 

Webster Groves, :uo. 100,000 
First State Bank,Palmyra,Ill 25,000 

DISTRICT NO. 11. 

First State Bank, 
Sylvester, Texas. 50,000 

WITHDB.Wv~t..: 

Surplus 

$200,0(;0 

1,850 

25,000 
25,000 

800 

The First State Bank, Prescott, .al!kansas. 

CLOSED: 
Walton County Bank, Social Circle, Ga. 
'.rhe First State Bank, I.lalone, Texas. 

PER11ISSION GR.t~.UTED TO E:x.tl\CISE TRUST POWERS: 

The Union National Bank, Souderton, Penna. 
The First Nat i~nal Bank, Parkersburg, W. Va.. 
The Peopleia National Bank, Rushville, Ind. 

Total 
Resources 

f7,327,50l 

146,615 

1,380,01; 
191,7!38 

The Tradesmens Hational Bank, Oklahoma City, Okla. 
The Colorado National Bank, Colorado, Texas. 

it-
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X-1530 

DISTRICT l:W. 8. 

FEDERAL RESERVE BO.dRD • ..:.moUI,JCID.fr:lJT 
J:t""OR THE WEEK 31.D~HG l~'i.CH 23, 1923 • 

..u>11I TTED TO THE FEDERAL RESERVE SYSTEL!: 

Capital Surplus 

Citizens Bank, 
Gillett, ~kansas. 25,GOO 2,500 

WITHDR·.WALS: 

Bank of Inde.t'endence, lndel_)endenc e, Kentucky. 
State Bank of \'!ayne, Wayne, nebraska. 

CO:t·IYERTZD IN'l'O lii...TION.,U. BrJJK 

Total 
Resources 

27,500 

l!'ederal Trust Comr;any of Boston, ;:,lassachusetts. 

CLOSED: 

First Savings Bank of Sutherlcmd, Iowa. 
Eden State Bank, Eden, Idaho. 

3usquehanna Trust & Safe Deposit Co., Williamsport, ~a. 
to the 

SUsquehanna Trust Company, Will ia.msport, .Pa. 

CHANGE o.r~ Unl.lE ~~ND LOC~TIOli: 

Sacramento-San Joaquin Bank, Sacramento, California 
to the 

United Bank & Trust Company of California, San ~Tancisco, Cal. 

PBRU!@SION GRANTED TO EXERCISE TRUS~' .tOWERS 

The Ov;ego l1ational Bank, Owego, Hew York. 

1.2 

The Citizens hational Bank of Caldwell. Caldwell, Nev. Jersey, 
The First National Bank of Salisbury, Horth Carolina. 
The First National Bank of Dillon, Dillon, Uontana. 
The Citizerls ~:ational Bank of 4lbuquerque, New !Jexic.o. 
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' 

13 

X-15:30 

FEDERaL BESEJtVE BO.iiRD JU~liOUHCEl..:EliT 
FOR THE WE.tX El!DiliG l.L:.l.RCH ~, 192:3 

Capital surplus 

DISTRICT NO. 2. 

The Watsessing Bank, 
Bloomfield, 1:. J. ;;p100 ,000 :jj)lOO,OOO 

DISTRICT 110. :3 •• 

Peoples Trust Co., 
Philadelphia, ~. 

DISTRICT NO. 6. 

Bank of Commerce, 
Tampa, Florida. 

634,450 

20() ,000 

CLOSED: 

100,000 

40,000 

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

The Trust Company of Orange, Orange, 1;. J. 

The Penelope State Bank, Penelope, Texas. 

FEmiiSSION GR...'Il~TED TO EXERCISE TRUi:lT FOVIERS: 

THe First National Bank, Somerset, xy. 
The City liational Bank, Evanston, Ill. 
The First Hational Bank, I.1anoos, Colo .. 

\ 

Total 
Resources 

$1,965,Sl0 

3,:399,895 

1.:376,154 
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DISTRICT 10. 11. 

FEDErut.L RESERVE BOARD ANr;OUBCEME!iT 
FOR THE WEEK EliDilTG APRIL 6, 1923. 

ADMITnD TO THE FEDE:RtLL RESERVE SYSTEM: 

Capital .SUrplus 

First State Bank, 
~bernathy, Texas. ~25,0UU ~5,0UO 

CONVERTED ,lliTO NilT!OU~ BJlnr: 

The Southwest State 13ank, Wichita, Kansas. 

T.i.KEN OVER BY NJ.TION£1 BAliK: 

The Bank of Eufaula, Eufaula, .t.lai:ama. 

State Savings Bank & Trust Co., 1Ioline, Illinois. 

PERMISSION GEANTED TO ~CISE TRUST P~lBRS: 

The Brick Church National Bank, Orange, N. J~ 
The National Bank of Long Beach, Long Beach, 11 .. Y. 
The Citizens National Bank, Sycamore, Ill. 

X-1530 

Total 
Resources 

$231,915 
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FEDER~J. BESEHVE BO.iliD ""'.l;i_.;OU:iCEl!EliT 
FOR THE .l.EI.K ElTDiliG ~RIL 13, 1923 

•• DL:ITTED TO THE FEDER.>L RESERV'".t: SYSTELI: 

DISTRICT 1:0. 2. 

Long :Oranch :Danking Co., 
. Long Branch, :.-. J • 

DISTRICT 1;0 • 4. 

Farmers State Bank, 
Lyons, Ohio. 

DISTRICT NO. 11, 

First State Bank, 
-Idalou_. Texas. 

Capital 

:Wl50 ,000 

25,000 

25 ,oou 

CH.u.GES OF i;_.:L: 

Su;plus 

i;;)lOO,OOO 

2,000 

15 
X-1530 

Total 
Resources 

$2,418,711 

203,172 

156,669 

Commercial Trust Co., rhilaci.elphia, Pa., to Bank of ~:orth ~..merica 
and Trust Co. 

I.~orton ..2ark State Bank, Cicero, Ill., to Cicero Trust and Savings 
Bank. 

The ::erchants Loan & Trust Co., Chicago, Ill., and the Illinois 
Trust f; Savings Bank, Chicago, 111., have consolidated under the name 
of Illinois ~lerchants Trust Co. 

Iloline Trust & Savings Bank, Eoline, Ill. 
Peoples Savings Bank & Trust Co. , 1ioline, Ill. 

i:lEE.:.It>SIOi; GR..;..TED TO JXEI,CISE TRUST ..1."0\/ERS: 

The Rockville rational Bank, Rockville, Conn. 
The Carlstadt ::ational Bank, Carlstadt, li. J. 
The First l:a ti onal Bank, ~adc...1etown, 1;. Y. 
The ~:at ional Bank of 1;orth Philadelphia, l?hiladelphia, Pa:rma. 
The Pennsylvania l;at ional Bank, Chester, l-'enna. 
The • ..mer ican ~.ational Bank~ Little Falls, Uinn. 

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



X-1530 

FEDERAL RESERVE BO.ARD 2NIIDUNCE:;JENT 
FOR THE WEEK EN'DING APRIL 20, 1923. 

ADrliTTED TO THZ FEDERAL RESERVE SYSTEM 

DISTRICT NO. 2 

Amherst Bank 
Williamsville, N. Y. 

DISTRICT NO. 11 

First State Bank, 
Rochester, Texas 

Capital Surplus 

~50,000 ~15,000 

25,000 

WITHDRaWAL 

~'O"ta.l 

Resources 

~65,000 

W5, 769 

Polk County Trust Company, Lakeland, Florida. 

.... .) 

Edgar State Bank, Edgar, Montana. 

?EBI.USSION GRA.J.~TED TO EXBRCISE TRUST £01.'/ERS: 

The Clement National Bank of Hutland, Vt. 
Bergen National Bank of Jersey City, Jersey City, N. J. 
The First National Bank of Summit, Summit, N. J. 
The State of Hew York National Bank, Kingston, N. Y. 
The Second i~at ional Bank of Parkersburg, .i:'arkersburg, N. Va. 
The First National Bank of Santa Ana, Santa ana, California. 
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X-1530 

FEDERAL R.ES:SRVE BO.AJm .ANNOUNCEMENT 
FOR Tm.: WEEK ENDING A.t'RIL 27, 1923 

ADMITTED TO THE FEDERAL BE SERVE SYSTE!Jl: 

DISTRICT NO. 1. 

Union Trust Co • , 
Ellsworth, Maine. 

DISTRICT NO. 6. 

Evangeline Bank & Trust Co.~ 
Ville Platte, La. 

DISTRICT NO. 8. 

Grant State Bank, 
St • Louis , Mo • 

DISTRICT NO. 12. 

Yakima Trust Co., 
Yakima, Wash. 

Capital tiurplus 

~100,000 $100,000 

75,000 37,500 

200,000 50,000 

200,000 50,000 

CONSOLIDATION: 

Total 
Resources 

41>2,506,858 

764,272 

674,413 

1,692,490 

The 5ecuri ty State Bank, Dillon, Uont., and the Beaverhead 
State Bank~ Dillon, Mont., both member institutions, have con­
~lidated. 

INSOL'F.....NT: 

The First State Bank of Malone, Malone, Texas. 

PERMISSION GR1-Uil'TED TO EXtRCISE TRUST P0''1ERS: 

Federal National Bank, Boston, Mass. 
First National Bank, Utica, N. Y. 
The Nat iona.l Bank of Cynthiana. Cynthiana, Ky. 
Knox National Bank, Mount Vernon, Ohio. 
First and Peoples National Bank, Gallatin, Tenn. 
The National Bank of Rising Sun, Rising Sun,ua&~ 
Union National Bank, Houston, Texas. 
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FEDERAL RESERVE BOARD ANNOUNCEr.1ENT 
FOR THE WEEK EKDIHG l'!AY 4, 1923: 

ADMITTED TO THE FEDERAL RESERVE SYSTEM 

DISTRICT NO. 11. 

Slaton State Bank, 
Slaton, Texas. 

Capital 

:W25,000 ;;,10,000 

CONVERTED INTO NATIONaL B~TK 

State Bank of Lebar.on, Lebanon, Illinois~ 

VOLUN'}:'..tiliY LIQ.UIDa.TION 

Lewistown State Bank, Lev;istown, L:Lontana. 
Consolidation ·with Bmpire Bank and Trust Company of 

Lewistown, a member institution. 

Metropolitan Trust Company, Boston, Mass. 
Habersham Bank, Clarkesville, Georgia. 

CONSOLIDATION: 

X-15~0 

Total. 
.B£ a c;~.rc g~ 

W453,193 

The Depositors bavings & Trust Company of Akron, 
Ohio and the Citizens Bank of Cuyahoga J<'alls, Ohio, both 
member institutions, have consolidated. 

BANK C LO SI.D 

The Banking Corporation of Montana, Helena, Mont. 

PERMISSION GRaNTED TO EXERCISE TRTJST POWERS: 

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

AUTHORIZED TO ACC3.PT DRAFTS AlrD BILLS OF EXCHANGJ<~ 
U.? TO 100 ?ER CENT OF CAPITaL iu"'ill SUR.r>LUS 

The Citizens National Bank of Boston, ~ass. 
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DI[:;,TRICT HO. 2. 

:b"'EDERAL RESERVE BOARD a..mOIDTCE1IEi1? 
l'OR ';!I.e; 7.'EEK ENDilJG 1.IaY 11, 1923 

X-1520 

... .J)LliT'L.m TO THE FEDERAL RESERVE SYSTEM 

Ca;>itc:..l Sur )lus 

19 

Total 
Resources 

lm_porters and Traders :3ank 
of l'lew York; New York, l'i, Y. ~1 ,500 ,000 iP?,OOO,OOO 

CHANGE 0 F N/1.LlE 

Peoples Savings ::.nd Dime BG.nk, Scranton~ Paq 
to the 

Peoples-Savings and Dime Bnnk and Trust Co., 
Scr.:mton, P:::_. 

P'~RMISSION GRaNTED TO EXERCIS:S TF.UST RY."lZF:S: 

The Old Colony National B::~nk of Plymouth, Uass. 

~46, 773,377 

The Ocean County N~tional Bank of Point Pleasant Beach, 
Point i>leasant Be<.ich, H. J. 

The First National Bank of Canonsburg, Canonsburg, Pa. 
The First i~ational B:::.nk of Fleetv,ood, lt'leetv.ood, Pa. 
The First lhtionul Bo.nk of Davenport, Dwenport, Iowa. 
The First H..:.:.tional Bank of Bethlehem, bethlehem, Pa. 
The Olympi<-. i~Jtional Dank~ Olympia, Vlashington~ 
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X-15~0 

FEDERAL RESBE V~. BOiJID .li.N~JOUHC:::LLSNT 
FOR THE WBEK ENDING !.lAY 18, 1923 

ADIJIITTED TO THL F"BDERA.L RLSERVE ::>YSTE.t;l: 

DISTRICT NO. 2. 

The Amalg3JI1ated Bank, 
New York, N. Y. 

DISTRICT NO. 11. 

First State Bank, 
Taft, Texas. 

Capital Surplus 

~200,000 ~ 75,000 

25,000 6,250 

CHANGE OF N.U . .:E: 

The Citizens americ~ Bank & Trust Co., Tampa, Fla., 
to the 

Citizens Bank and Trust Company, Trnnp~, Fla. 

PBPJUSS ION GBANTED TO BXSRC I S.C T.f. UbT .it"'lilffi..\S : 

The Mercho.nts National B::mk of Hampton, Va. 
The Centrul National Bank of Attica, Ind. 
The american National Bank ot \'Jausau • \'lise. 

Total 
Resources 

~275,000 

31,250 

The National Bank of 'ilashinE.,'ton, D. c. ( su.~.;plemental) 
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FBDERAL RESERVE BOARD ANNOl.mCErJIENT 
l!"'OR Tllli WEF;K EN:D TN G M.ti Y 2fl , 1 9 2:3 

Non£. 8.dr.:~~. t f. ec ... 

State Savings Bank, Logan, I0~a. 

CONVERT~D INTO NATIONAL B . .:lNK: 

The Commonwealth Trust Co., Boston, Mass. 

PERMISSION GRANTED TO EXERCISL ThUST POWERS: 

The Commonwealth National Bank of Boston, Mass. 

X-1530 

Broadway National Bcnk of Nashville, Tenn. (SU~plemental) 
The City National Bank of TiiJton, Iowa. 
The First National Bank of Italy, Texas. 
The Crocker Nat::onal Bank, San l!"rJnc isco, Calif. 
The Peninsula National Bank of Portland, Ore. 
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X-15ZO 
FBJJLRAL RBBERVL BO.AF:.D ....... ,.<OUl~·c.-L .:;./l.1 

WR THE WEEK ENDING JUNE 1 , l92Z. 

AlllliTTED TO TH.B l1'£DERA1 RESERVE SYSTEM: 

CCLpitCLl Surplus 

DISTRICT NO. 2. 

Bank of Smithtown, 

Total 
Rtisources 

Smithtown Branch, N. Y. $50,000 4i;25,000 ~882,742 

CONVERTED INTO NATIONAL BANK: 

First State Bank, Leonard, Texas. 

CLOSED: 

Capital City Bank, Santa Fe, New Mexico. 

PERMISSION G:RANTED 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~ 
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~llEEAL RE~HV£ BOI:I.hD .om~OUl~Cl~T 
FOR THE \'lEEK ENDll{G JUNE 6 , 19 23. 

ADMITTED TO Tllli iETIERAL RESJ.!:RVZ SYSTEM; 

X-1500 

Capital §1lrplUS 

DISTRICT NO • 10 •. 

Total 
Resources 

The Sedan State Bank, 
Sedan, Kansas. $30,000 ~50,000 $465,224 

CONVERTED IHTO NATIONAL BANK: 

The Merchants & Miners State Bank, Ironwood, Mich. 

CIUNGE OF UAME: 

The Citizens Bank, Pocatello, IdahD, t<J Citizens Bank 
and Trust Company, J.>ocatello, Idaho. 

2ERMIS5lON G:B.ANTED TO EXERCISE ~UST POWERS: ... 
The National .Bank of Middlesboro, Middlesboro, Xy. 
The First National Bank ot Pierce City, Pierce City, Ito. 
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FEDERAL RESERVE BOARD ANNOUNCEMENT 
.FOR THE WEEK ENDING JUNE 15, 1923. 

X-1530 

ADMITTED ro THE FEDERAL :RESERVE SYSTEM: 

Capital Surplus 

DISTRICT NO. 3. 

Tetal 
~urces 

Guardian Trust Company ol 
Yorlt, ra .. ~300,000 ~225,000 ~2,381,272 

CONVERTED INTO N.ATIONAL B.ANX 

International Trust Company, Boston, .Massa.chusetts. 

Farmers State Bank, Coulee City, Washington. 

PE:RtUSSION GRANTED TO EXERCISE TRt!ST R>71ERS: 

The Pe~ples National Bank of Laconia, Laeonia, ~. H. 
The First National BAnk of Houtzdale, Houtzdale, Pa. 
The Drovers and ~erchants National Bank of Philadelphia, Pa. 
The Fairfield National Bank of Lancaster, Lancaster, Ohio. 
The First National Bank of Fayetteville, Fayetteville, Tenn. 
The American ~~ational Bank of Pontiac, Pontiac, Mich. 
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The First National Bank of Lawrenceville .. Lawrenceville, Ill. 
The Farmers National Bank of ·7adesville, "lo.desville, Ind. 
The Citizens Union National Bank of Louisville, Louisville, xy. 
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F.EDEBA.L RESERVE BOARD .tUJNOUNCEUIENT 
FOR THE \'lEEK ENDING JUNE 22, 1923. 

ADMITTED TO THE F.EDERAL RESERVE SYST~~: 

DISTRICT NO. 6. 

Bank of Elberton, 
Elberton, Ga. 

DIST3ICT NO. 7. 

Twenty-sixth Street State 
Bank, Chicago, Ill. 

Capital SUrplus 

$100,000 $25,000 

200,000 

CONV'LRTED INTO NATIONAL BANK 

The Citizens Bank of Renton, Renton, Vashiagton. 

:E'Eru1ISSION GRANTED TO ;;;XERCISE TRUST PO'.'IERS 

The Second National Bank of Brownsville, ?enna. 
The First National Bank of Cleveland, Okla. 
The Alamo National Bank Of San Antonio, Texas. 

X-1530 

Total 
Resources 

$631,962 

1,864,576 
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DISTRICT NO. 7. 

FEDERAL RESERVE BOAJID ANNOUNCEMENT 
FOR THE WEEK ENDING JUNE 29, 19&3. 

AW.l TTED TO THB FEDERAL RESERVE SYSTEM: 

Capital SUrplus 

Brown Oi ty Savings Bank, 
Brown City, 1iliohigan. $40,000 ~ 8,000 

INSOLVENT: 

The Banking Corporation ot Montana, Helena, Mont. 

l?ERMIS&ION G!UNTED,TO EXERCISE TRUST POW.EltS: 

The National Bank ~t Chambersburg, Chambersburg, Pa. 
The First Nati:tnal Bank of Crawfordsville, Ind. 

Total 
Reseuroes 

$660,625 
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FEDERAL RESERVE BOARD 

WASHINGTON 

January 2, 1923. 

StiDJFCT = .M.minis trat ion of the Clayton J .. ct. 

Dear Sir= 

In the Fall of 1920, when it contemplated reviewing 
the Clayton ~ct situation, tha Federal Reserve Tioard addressed 
a letter to each Federal Res;erve .A~ent, under date of November 
22, 1920, requesting him to make a ~eneral 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 covered 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 Let situation, it was deemed advisable to 
sug~est some sort of a test by which it might be determined whether 
or not a~ two banks were in substantial competition. After a 
thorough study of the entire subject had been made, the Board 
adopted the following- statement, which was inco.rporated in the 
above mentioned letter: 

"In the opinion of the Doard, if two b~~s 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 ~rithin the meaning of the Kern Amendment, re~ard­
less of 'vhether or not it is probable or possible that an 
interlocking directorate between the banks would result in 
injury to the public by ~aking credit less available, and 
regardless of the relation of the volume of business trans­
acted by the banks to the total volume of the banking 
business transacted in that conmu.nity." 

That statement was not intended to be a ri~id and in­
flexible definition of the term "substantial competi~ion",how­
ever, and ha~ not been applied literally by the· Board in cases 
where it wouli lead to absurd results. Thus, where two banks 
were found to be generally engaged in the same class of business 
an~ to be so situated as to appeal to the same customers or 
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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 ownership of stock or where 
it was found that as a watter of fact they served different classes 
of customers. In such cases they might be deemed to be in theoreti­
cal or fanciful competition, but not in actual or substantial com­
petition. 

As you know, the proposed review of the Clayton ..",ct 
situation vras deferred, but the above statement of what the 13oard 
conceived to be the proper meaning of substantial competition has 
served as a guide to Federal Reserve ~gents in makinq, investi~ations 
and reports of cases where the J3oard1s permission for interlocking 
directorates has been applied for. 

The Board has recently revie\ved this q_uestion ::;~_gain and has 
reached the conclusion that, while the 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 
varyina facts which are inevitably encountered in the administration 
of the Clayton Act. The Board has accordin~ly adopted the following 
new statement of general principles for the guidance of the Federal 
Reserve A~ents as well as the Board itself in determining whether 
banks are in substantial competition within the meanin~ of the Kern 
Amendment to the Clayton Act: 

11 In t;Seneral, two banl~s 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 
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of each is of the same character and in doin~ or seeking such busi­
ness they actually compete for the same customers or prospective cus­
tomers, regardless of whether or not it is probable or possible 
that an interlocking directorate between them woul::i result in in­
jury to the public by makin~ 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 they are so located as to be in a position to serve 
the same customers conveniently, the Board 'vill pres~~e, 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 oth~r business, or 
that competition has already been eliminated through common 
stock ownership. The existenc_e of substantial competitiori,however, 
rray be shown by evidence other than that described above. 11 
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This is not intended a.s a precise definition of the term "sub­
'>t.<'\ntial corr.petition" but merely as a broad statement of the general 
principles which will be obsarved by the Federal R;sc;rve Board in de­
termining nhether ba:o.ks are in sU:ostantial competition; and it must be re­
memb0red that, "Whether or 1.1.0t 'substantial competi tion 1 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 affactin6 it". 

As a result of its recent study of ·this subJect, the Board has 
also decided to ae1opt a slightly different procedure in acting upon appli­
cations under the Kern Amendment. The present practice is to ap1Jrove or 
refuse an application on the basis of the evidence originally submitted; 
and when an application is refused the Board notifies the applicant that 
his application ~ been rdfused out that it will gre;nt 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 con~its the Board to a decision which it may 
have to reverse after considering ad~itional arguments and evidence. It 
is obvious that most applicants do not realize exactly what they are 
trying to prove t.u.t feel that in filling out the forms they are merely 
complying with "governmental red tape", the rasult being that they fre­
quently fail to submit very im~ortant evidence favorable to their appli­
cations.. The Board reCGntly adopted new forms of applications and state­
ments which were designed to correct this situation to s orne extent; but 
it is believed that a sli:,htly different procedure, "by 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 ap1Jear::; from the evidence 
submitted with an application that the banks involved are in substantial 
c-ompetition it will, before taking final action on such application, ad..o 
dress a letter to the applicant explaining the situation and inviting him 
to submit any additional facts or argumants 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 
al! applications are completely and intelligently filled out before being 
forwarded to the Board, You are requested, therefore, to scrutinize care­
fully all Clayton hCt-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 apQlicant 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 
whex·e the banks involved have come into substantial c.ompetition 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;j them is dis­
cretionary. After careful study, the Board has decided not to revoke 
pennits in cases where the interlocking directorates have resulted in the 
growth of competition between the banks involved. It is true that in 

30 

such cases the Board has no power to permit additional co~on directors 
between the banks involved; but the Board does not feel that the apparent 
discrimination resulting from this lack of power is uf 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 detail. 

By order of the Federal Reserve Board. 

To all Federal Reserve Agents. 
Wm. w. Haxton, 
Secretary. 
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FEDERAL. RESERVE BOARD 

STATEMENT FOR THE PRESS. 

For ralease in afternoon papars, 
Friday, January 5, 1923. 

CONDITION OF THE ACCEPTANCE 1UffiKET 

NOVEMBER 15 to DECEMBER 15, 1922. 

31 

X-3604. 

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 the most part, remained 

steady, with the demand ~•ntinuing 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 period and the denand. was sufficient to absorb 

the offerings. Dealers' avaraga weekly purchases amounted to 36 million 

as compared with 37 million during the preceding period. Dis~rict No. l 

(Boston) reports a decline in offerings. Sales were particularly slow 

until about December l, with country banks selling rather than buying. 

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

In District No. 3 (Philadelphia) there continued to be a fair 

supply ef bills eoming 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 market has remain~ practically stationary 

during the period under review. District No. 8 (St. Louis) reports the 

supply of bills as scarce with a small demand, whereas District No. lO 
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S-J604 

(Kansas City) also reports a limited supply which, however, was accom­

panied by a good demand. In District No. 12 (San Franciscc:) the de-

mand continued btisk from all sources until about the first of De-

eember when city banks generally ceased ,Purchasing, and a:f'ter which 

date the market became dull. At the close of the period the demand 

and supply were about equal. 

In District No. 2 (New York) the bulk of acceptances were 

basad upon th~ 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. PrQference 

waG for 30 to 90 day maturities in all Districts. District No. 12 

(San Francisco) reports an increased. interest in maturities and gives 

the distribution of rnaturiti~s as follows: 

November 15 to Octobar 15 to 
December 15. November 15. 

30 - day 12 per cent 11.3 per cent 
60 - day 36 II " 14.2 II II 

90 - day 44 II II 63 .g It lr 

120-day 2 fl II 6.; II II 

150-d.a.y 6 " II 4.2 If H 

Rates on prime bills in the various districts were as 

follows: 
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iates on Prime Dills 

tAaturity Range during period Close 
Bid Offered Bid Offered 

30-day 4-1/8 4 4-l/8 4 
District Go-day fl ll II II 

No .. ·l 90-day II II " II 

(Bo, t~n) 120-day II II II II 

150-o.a.y II II It n 

180-day It II It " 

~0-<ia;y 4-1/8 -4i 4 4-1/5 4 
District bO-d.ay II n 11 tl 

No~ 2· 90-J.a;y !l If II ~ 
(New York) 120-day II II 4-1/8-! 4-4-l/8 

1)0-d.ay II II II II 

180-d.a.y 4-3/8 -4i 4! 4'*3/8 -42 4-l/8--
l+t 

30-day 4-l/15-4-~ 4 4-l/8-4~ 4 
District 60-d.ay n II II li 

·No. 3 90-day ,, fi II II 
·' 

(Philad@lphia) 120--d.ay 4-1/S43/8 Q...~l/8 4-1/8-4-3/8 4-4-l/8 
1:)0-d.a¥ 4-3/8 . 4-4-l 4-3/S 4-l+i-
180-d.a.y 4-3/8-4-5/ s u 4-3/S-4-5/S II 

--:----

30-d.ay 4-1/8 4 4-1/8 4 
District 60-d.ay II II " n 

No. 4 90-day II It II II 

(Cleveland) 120-ciay II 11 II II 

150-d.a;y il II II II 

180-da,y n " II " -
4-1/S-4~ 4 4-1/8 4 

. 
30-day 

District 60-day It ll " It 

No. 7 90-day II II (II 11 

(Chicago) 120-day 4-i-4-3/8 4-4-1/8 4f-~3/S 4-4-..l/8 
lSO-day 4-i--4-~ 4-4! 4~-41 4-4! 
1:30-day 4--3/8-4-i.;/8 It 4-)/8-4-5/8 tt 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3605 

JanUa17 6, 1923. 

SUBJECT: Edge hct Corporation$; 

Dear Sir: 

R;:;port of Conliition a,., ,:,.t the Close of Busina~s, 
D~camber 30, lj22. 

Unuer the prov~s1ons of the Boaru 1 s Ra~~~tion 
K, Sarias ·of 192Ci, 6 ov.srnin::.; b.~i1kine, corporations author­
ized to io foreiii;"'l bankin6 uu:,ina;;;s unu.ar the terms of 
SC:Jction 2~ {a) of the Fau.erdl Ra<>arva .A.ct, you .are he:Jraby 
raspcctfully requ;;.:>t<Jd. to furnish the Board with a report 
of condition, as at tt.0 closa of lm<>in~s;;, December 30, 1Sl22, 
giving in detail all a~sets an~ liabiliti~s of your 
corporation anei. the data a.sk.~..:i. for in the accompanying 
memorandum. 

Kindly acknowledge receipt-

Very. tr~y yours, 

Acting Governor. 

(Enclosure) 

TO ~DGE ACT CORPOfu\TIONS. 
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REPORT 0~ COl\TDI TION TO ]SDEfu.L R"S­
SERVE BO.ARD4 

Tha followin~ information is dc:air.sd in connaction uith the rc:tJOrt of 
condition to ba made as at· clos<:: of businas::> D:.;camoar 30, 1922. 

HEAD OFFICE AND DOT'ESTIC BBJJ:JCHES CO~IJiliN.:::D 

35 

1. Detailed balance sheet showin0 all a..,;:;ats and liabilities, including 
contingent liabilities. It is request.ilci thc1t tha items for which de­
tailed. schedulas ara requeated below be shmvn as saparate accounts on 
the balance sheet. 

2 • .Amount, of loans 
(a) 
(b) 
(c) 

and. discounts, ~ivicied: Secured - Unsecure~ 

Demand 
Time 
Overdrafts and. othclr advances 

Total 

3· Detailed list of investments (incluaing stoCk of affiliated insti-
tutions) showin6: 

(a) te~uinc Government or corporation 
(b) Interest rate 
(c) Maturity 
(d) Par value 
(e) Bcok value 
(f) .Ap}>roximate I!'..arket value 

4. Ownership of stock of affiliated. institutions: 
(a) Per c~nt owned by yourselves 
(b) Per c,;nt owned by foreign Goverrunents 
(c) Par cent ownea. by individuals and corporations 

5· List of banks, branchas, etc. having balances 
with amount for Jach bank separately: 

(a) Governmant bank 
Domestic banks 
Foreign banks 

due to your corporation 

(b) 
(c) 
(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) Foreign branches, agencies and affiliated institutions 
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7· :Bills payabla: (Primary obligations of reporting ce;rporation represent-
ing money borrowed) 

(.:1) Payable to: 
(b) .6mount 
(c) Interast rate 
(d) Maturity 
(e) Collat~ral - give list 

g. Rediscounts (other than acceptances sold with endorsement): 
(a) Amount 
(b) Maturity 
(c) Rate 
(d) With '·'vhom 
(~-) Secured or unsecured - if secured, give detailed in­

formation ragar~ing security. 

9· Total liability for acceptance~ sold with enci.or~emant: 

10. Deposits in the 
(a) 

Unit.:d States: 
Net demand deposits (after deducting uncollected de-

mand items payable within United States - exchanges) 
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(b) 
(c) 

$ Reserve Required $-----~-------
Time Deposits $ Reserve Required $--~----
Total Resarv~ required against deposit liability $. ____ __ 

Reserve held: 

11 • .Acceptances: 

(d) 
(e) 
(f) 
(g) 

(a) 

Cash on hand ~-..,. ----­
Bank balances ~-----:---:--Total cash reserve held $. ______ _ 
Excess or deficit of cash reserve held over reserve 

required $ ______________ __ 

.Acceptances outstanuin~: 
1. I~turing in 30 days or less $ 
2. Maturin6 after 30 days $. _____ _ 

Total outstanding acceptances 
(b) Subscribeu capital anu surplus 

Excess ~ over 12._ 

$ $ _____ _ 

$ 

.Acceptances secured 

.Acceptances unsecured 
$ 
$ 

.Am~t required to be secured under 
agreement with Federal Reserve Board $ 
(Give list of security held as required 
above giving description and approxi-
mata amount) 
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(c) List of .:Lra,;.;erl:) of o.rafts accept3a, with total 
agerejat; liaojlity in aAca~c of 10 per cent 

. of subs crib JCl ca.pi ~al and SUr!'lUS l:iho.r...ne,: 

Addre&s Bnsiness 

(d) 

(e) 

Amount of accept8.L'1caS ou.ti::ltanv.1n6 <.t.rawn for the pu.rpooa 
of fu.rnishtn0 dollar exChange. 
Rasdrva a~:dnst ou.tatana.ing acceptcinces: · · 
i-Requl.l'a\1: 15, a~inst all acceptanc06 ou.t~Sta.nd:ing 

· which ma.tura in 30 days or lass:~ · 
3,; aeains t all acceptance::> ·outs tand.ing 
which ~ture in mora than 3Q ~ ;. ~--­

. Total ·reserve requir~ against· 
. acqeptance liability $ 

2.-Held:. Cash anci :Bank balances {**) "'!"$----
Bankers acceptances $----------~ 
Securities apr~oved by 
Federal Rasarve Board (List 
~@t~) $ ______ __ 

Total reserve il.eld · $.;...· --------

1~ General l~mitations: 
•:it.. ~ 

t 

Per 09nt deposita. and acceptanc-=s oute.ta;nding to subscr.ibed 
capital and. surplus 

13. List·ot·otficers (~Q dir~ctors. 

l4.·L~st.of atockholuers, showin~ numo~r of shares owne4-by eaen. 

15.·List. of branch;s, sub-branches, agencies, officas and affiliated. 
• institutions - date of opening of ua.ch ana. the .loc<:l.tion· · 

16. Data of last. examination or au.:J.i t - by :vhom Jtad.;. 
·- .,_ + 

····· ..,..,. 
(*) If ~Security, state what the security consists of, giving quantity and 

.appro:dmat~· value; i~ a bank guaranty·, t;iva name and. lcxw.tion of bank. 

· .. · (**) Excess amount as shown in 10-{g) not reqUired for Nserve agains- ·· 
deposit liability .. 

., 

· ·NOTE: Whe~e a sched~e d·oes not refer to your corpoxa.tion, please indi­
cat~ this by insert'ing the word "None•• .. 

... - ••• + -· ++++ + 

. . 
• + ... 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X.-3606 

January 6, 1923. 

SUBJBCT: Foreii.}l an:.1 Int,-.:rn3.t ional Banking Institutions; 
Report of Condition as at tbe Close of Business, 
Decerrib ar 30, 1922. 

Dear Sir: 

- Una.er autltority of th::l at9'c-Jm:mt -:int~rsd into by yc,ur 
corporation ·.vith the F.Jci~rdl Ra;:;.,;rve Board, you ar-;; har·3by respect­
fully raquestaQ to furnish the Board. with a report of conuition, as 
at the close of busines<> Decamber 30,1':)22, -t':.iving in detail all 
assets and liabilities of your corporation and the data ask0a. for 
in the accompanyin~ memoranaum. 

Kindly arrange to file the report of your Head Offica 
and domestic branches combined a~ soon as possible. Separate re­
ports of foreign branches and affiliated. banks should b13 sent as 
soon as they are received by you. It ·;vill be a_t)praciate.i if. after 
the reports have been received from all of your foreign branches 
and affil iat.e.. banks, you will have preparad a consolidate<i state­
ment of your corporation to be ~ant to the Board. 
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While the Board has rubd that no specific raserve has to · 
be carried by foreign branchos or affiliated institations of American 
banking corporations against aaposits aoroad, it, navertheless, 
wishes to be 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 Raserv~ Board. You are, 
therefora, requested to have each of your forai6ll branches, agencies, 
offices and subsidiary banks furnish you, for transmission to the 
Board, a report of the avaragd reserve ca.rriad during the month of 

·Dacember, 1922. against deposit liabilities in the form shown in the 
accompanying memorandum. 

Kindly acknowledge receipt. 

Very truly yours, 

(Enclosure) Acting Governor. 
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REPORT OF COl\lDI TION TO F3DERAL R~­
SERVE BOARD. 

The followin~ infornation is dasirad in connaction $ith the r~port of 
condition to be made as at close of business D~cambar 30, 192~-

HEAD OFFICE AND DO~STIC BRAJ:JCHES COHBIN2D 

1. Detailed balanca,sheet showin~ all a~~ets and liabilities,including 
contingent liabiliti~s. It is rQqua"'t3ti. thcl.t tha items: for which de­
tailed schedulas are requa.sted below be sho·.vn as saparate accounts on 
tha balance sheet. · 

2. knount. of loans 
(a) 
(b) 
(c) 

anci discounts. divided: Secured - Unsecure~ 
Demand 
Time 
Overdrafts and oth~r advances 

Total 

3· Detailed list of inv~stmants (including stoCk of affiliated insti-
tutions) showin6: 

(a) ts~uinb Government or corporation 
(b) Interest rate 
(c) Maturity 
(d) Par value 
(e) Book value 
(f) Apvroximate 11'a.rket value 

4. Ownership of stoCk of affiliated institutions: 
(a) Per cant ownad by yourselves 
(b) Per cant o~vned by foreign Governments 
(c) Pdr cant ownea. by individuals and corporations 

5· List of batiks, branChas, etc. havin~ balances due to your corporation 
with amount for aaCh bank separatQly: 

(a) Governmant bank 
(b) Domestic banks 
(c) Foreign banks 
{d) Foreign branches,agencias and affiliated institutions 

6. List of banks, branch~s, etc. having balances due from your corporation 
with amount for each bank separately: 

(a) Domestic banks 
(b) Foreign banks 
(c) Foreign branChes, agencies and affiliated institutions 
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- 2 -

7· :Bills payable: (Primary obligations of reporting corporation repr<;jsent-
ing money borrowed) 

L) Payable to: 
(b) bmount 
(c) Inter~st rate 
(d) Matut ity 
(e) Collateral - give list 

g. Rediscounts (other than acceptances sold with endorsement): 
(a) .Amount 
(b) Maturity 
(c) Rate 
(d) With ,..,hom 
UD Secured or unsecured - if securad., give detailed in­

formation ragaruing security. 

9· Total liability for acceptance~ sold with enuor~ement: 

10. Deposits in the 
(a) 

Unit.;u States~ 
Net demand deposits (after deducting uncollected de-

(b) 
(c) 

mand items p~able within United States - exchanges) 
$ Reserve Required $---~~-------
Time Deposits $ Reserve Required $---------
Total Reserv~ req~ired against deposit liability $ ____ _ 

Reserve held: 

11 • .Acceptances: 

(d) 
(e) 
(f) 
(g) 

Cash on hand $._ ----­
Bank balances ~··----......,.­
Total cash reserve held $ -------Excess or deficit of cash reserve held over reserve 

required $ _______________ __ 

(a) .Acceptances outstanding: 
1. Maturing in 30 ~ays or less 
2. Maturin6 after 30 days 

Total_outstanQing acceptances 
(b) Subscribed capital anQ surplus 

Excess 9 over £. 

$ 
$ ------$ 
q. 
"~'------
$ 

.Acceptances secured $ 
Acceptances unsecured $ 
.Am~t required to be secured under 

agreement with Federal Rasarve Board $ 
(Give list of security held as required 
above giving description and approxi-
mate amount) · 
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(c) List of ~r~~3ru o~ uraft~ ~ccepta~, 4itn total 
aggra~t~ lia~ility in ~xc~~s of 10 per cgnt 
of subscribJ~ capital an~ auryl~s ~h~win0: 

Address Bu.siness. 

'(d) 

(e) 

!mount of acceptances outotanu.;n6 o.rawn for the purpooa 
of furnis!ano ~ollar excba.ngd. 
Ras~rve ag~inst out~t~ing acceptances: 
1-Requirall.: 15~~ a~!:a.inst a.J.l acceplianc~s out~tand.ing 

which ma.tur~ in 30 days or lass:$. _____ _ 
3~· aga.ins t a.ll a.cceptanc~ ·outs tanding 
which ~tura in mora than 3Q days:·$ __ _ 

Total resdrve required against· 
. acceptance liability $~---

2-Held:. Cash ana Bank balances (*'*) .$.r------
»a.nkers acceptances $.__ ____ _ 
Securities ap~roved by 
Federal ~Sdrve Board'(List 
in detail) $ ____ . 

Total r::lSarve Aeld · *~· ..._ _____ _ 
lZ. Gen~ral ].j.mitations: 

•:\t· 

" Per ~nt deposit$ and. acceptanc-:s ou.to~in6 to subscr.ibed 
capital and S'll.rplm; 

13 •. List of' officers r.bQ dir~ctors. · 
.. 

14 ... L~st· of a·tockhola.ars, ·showin<. numi:f3r ?f. shares owned. by eacn. 
15.'List of braneh~s, sub-brar1ches, aeencias, offic~s and.affiliate~. 
· · institutions - date of opening of da.ch :md the. locatioo. · 

16 .. Data of last examination or au<.Lit -by ·.mom rr.a.ci.d· 
. .. 

....... . ..... 
(*) If oacurity, s~ate What the security consists of, etving quantity and 

.appro~imat~ valne; i~ a bank guaranty, ~iv~ name and lo~Mtion of bank. 

... {**) Excess amount as shown in 10-(g) not reqUired for ~.3sarva aga.ins-:. · ·· 
. d~posi t 1 ia.b.il.i ty. . · " 

· ·NOTE: Where a schedule d'oes not refer to your corpoxa.tion, pleMe indi­
ca.t~ this by insert'ing the word "None-tt .. 

'""·· .... + +++ ••• + 

... . . . .. ... . ' 
. , . 
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1. Balance s~1eet to be furnished by each, showing in de tail all assets 
and liabilities, incJ..udine; contineSent li::1oilitias. It is re­
quested th~t the items for which detai~eu schedules are requested 
below be shown as separate accounts on the balance sheat. 

2 • .Amount of loans and ubcounts, showing: Secured - Unsecured 
(a) Demand 
(b) Time 
(c) Overdrafts and other advances 

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

4. List of banks having balances due to your branch with amount for 
eaCh bank separately: 

(a) Government bank 
(b) J3anks and baru:ars 
(c) Head Office 
(d) Other branches, agencies and affiliated institutions 

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

(a) Banks and banters 
(b) Head Office 
(c) Other brancnes, agencies and affiliated institutions 

6. Bills payable: (Primary oblie:,ationsof re~ortint;; corporation 
representing ·borrowed monay) 

(a) Payable to 
(b) Amount 
(c) Interest rate 
(d) Ma.turi ty 
(e) Collateral (Give detailed list) 

1· Rediscounts: 
(a) Amount 
(b) Maturity 
(c) With whom 
(d) :Rate 
(e) Secured or unsecured - if secured, give detailed data 
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g. Deposits. 

(a) Go·Jc;rnmant ilepos its (if scc":JJ'ad 6 i7e 
li3t of collateral) 

1. Damand 
:::. Time 

Oti1ar daposi ts 
3· Darn..::.nd 
4. Tima -----------------­

Total 
(b) Depo:;:;its - 'rwvr payable 

1. Local Currency 
2. Dollar 
3· Starline; 
4. Otharvvhe ______ _ 

Total 

Dollar 
Equiva­
lent 

9· Special Reserve statement - averabe for month of December, 1922. 

(a) Net deposits: 
1. P:....yable 
2. Payabla 
3. Payable 
4. Payable 

in local currency. 
in cioll<J.rs 
in sterling 
Other-vise --------------------Total 

(b) Reserve: 
1. ~~unt, if any, and composition required by 

local laws. 
2. .Arr;oun t held: 

Amount 

(a) Gold a.nd SiJ.ver .... ~-
(b) Local currency .... . 
(c) Other cash •.......• 
(d) Balance in local ... 

Per cent to 
net deposits 

c.' 
,o 

Govt. bank ••.....• 
(e) Other reserve funds -------Total 
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10. Date of lust a::amination or aua.it -l:;y whommaa.e. 

NOTii:: l. vV:1ere a. schecn.ll.J o.o0s not refer to your corporation, 
pleu~e indicate this by inserting tne word 111-rone 11 -

2. Reports for foreit,n branches, agencies, etc. , should 
be in terms of United States dollars, stating the rate 
of e;whJ.nga at wlnch they ware converted. 
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Honorable George P. !dcLean, Cnairman, 
balli~in6 and Currency Committ~e, 
United States Senate, 
Wa::>hin5ton, D. c. 

My dear Mr. Chairman: 

X-3607a 

December 21, 192~. 

The Federal Reserve .Boa.rd has received your letter of December 
7th requesting its views on two bills, S. 4063 and S. 4103, introduced by 
Senator Capper and Senator Lenroot, respectively, to proviue addit.ional 
credit facilities for agriculture. 

The Board has studied t:i1ase bills very carefully, and desires to 
express its approval of the e,en2ral purpose of both of them. Senator 
Lenroot's bill, S. 4103, appears to be a re-dr~ft of ~is earlier bill, 
S. 3051, the enactment of which was recomr.1ended in the report of tha Joint 
Comnission of .Agricultural Inquiry and w'.L.ich received the ap]:Jroval of the 
Federal Reserve Board in a letter ad~essed 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, ~traduced in the House of Representatives b¥ Repra­
scntativa McFadden 1.ihich was contnantad on favorably by the Faderal Ras9rva 
Board in a latter addressed to the Secretary of the Treasury under date of 
July 12, 1922, a copy of Which is enclosed herewith. Furthermore, Senator 
Capper's bill contains f aaturas which the Board .thought should have been 
incorporated in H. R. 11763 so as to provida additional cradi t facilitias 
for agriculture in general as well as for the live stock industry. 
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The rrajor portion of each of these bills consists of provisions 
creating facilities for sup_..lying the need pointed out in:the report of the 
Joint Comrnission of Agricultural Inquiry for agricultural credits of an 
intermediate type 1 running from six months to three years, to finance the 
production and marketing of agricultural products and the breedin~. raising, 
fattening and marketing of live stock. 

The Board will confine itself in this communication to the pro­
VlS 1ons of thase bills which amend the Federal Rc:serve .Act or otherwise di·­
rectly affect the Federal Reserve System. It ha=:~ studied these provisions 
with especial care. There are certain comments 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 
eligible for rediscount by Federal Reserve ~anks with maturities ·up to 
::1ine months. The Board calls your attention to the fact that this would in 
a measure affect the elasticity of the lederal R3s~rve Note currency based 
thereon, but believas this might be done if restricted within the limits 
prescribe~ in S. 4063· 

The provision of Sdnator Lenroot's bill designed to make nine 
months paper eligible for rediscount was not in his earlier bill WhiCh re­
ceived the ap~roval and support of th~ Federal Reserve Board as indicated 
above. It would am~nd Sc:;ction 13 of t"i1~J Fedclral Raserve Act by chane;in5 
the proviso at the end of the second paragraph thereof to read, in part, 
as follows: 

"PROVIDED, That not.:;s ,, drafts and bills of exchange 
drawn or issu3d for agricultural purposes, including the. 
preparation for mar::atint, and the orderly mrka ting of 
farm product~, by the producers of suCh prouucts or 
their cooperative or 5anizations, or based on live stoCk, 
and having a rraturity at the time of discount of not rrcre 
than nina months, aAcluJive of days of grace, may be dis-· 
countod in an an1ount to be limited to a percentage of the 
assdtS of the Fed6ral R~serva ~ank 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 praparation for markJt and orderly marketing of 
farm products by cooperative marketing associations but would also make 
eligible for rediscount with maturities up to nine mon~s ~agricultural 
paper, whether drawn to finance the roa.rk..::ting of a crop which has already 
been harvested or to finance the production of a crop WhiCh has not yat 
been planted. The Board favors that part of this amendment which extends tlh 
class of paper eligible for rediscount as agricultural paper to include 
papar drawn to finance the preparation for market and orderly marketing ot 
agricultural products by cooperative mark3ting associations composed ex­
clusively of growers, and would have ruled :..:teretofora that such paper is 
eligible as agricultural paper had the terms of existint. law parmitted. The 
Board is of the opinion that that part of the amendment whiCh would extend 
the maturity of eligible agricultural paper to nine months, should be 
limited to paper secured by warihouse receipts or other such documents con­
veying security title to readily markatable, 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 Sdcurad. There is undoubtedly an im.portant distinction re-
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tween papar drawn to fi~ca the storage or markating of a crop Which has 
already been harvasted and that drawn to fil.snce 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 weavil, which may c;.1use. a compl.:;te crop failure. The 
former class of paper is recognizud as sound, especiB~ly when secured by 
warahouse receipts or ot:!,or such documents covering non-perishabla, 
readily ms.rketable, staple agricultural products wnich are being marketed 
or stortld pending orderly mar~.;ting, because there is something tangible 
already in existence out of the sale of wnich the borrower can reasonably 
exp.;;;ct to obtain the funds with which to liquidate his obligation. The 
latter class of paper, however, is subject to suCh hazards as to make it 
undesirable as a basis for the isaua of note currency, because the bor­
rower nust succeed in growing and harv~sting a crop and then selling it 
at a fair price in order to realize tho funds with which to pay off his 
obligation, and through no fault of his own he may have a crop failura 
which will depriva :f.:.ir.a of the means of rnaeting his obligation, thus 
making it n.ecassary for tha bank to carry the loan for a year longer and 
probably make him an a.dll-i tional loan to enable him to produce his next 
crop. 

That part of Senator Capper .t s bill, S. 4063, which would make 
nine months papar eligible for rediscount is contained in a proposad new 
section to be in·serted in tha Federal Rasdrva Act and designated Section 
13 (a), and is l·imi..ted to papar drawn to finance the ordarly marketing of 
agricultural products or the fattening of live stock for market. It also 
requires such paper to be secured by ·;.;arohousas receipts or .othe:r nego­
tiable doc'U.lllOnts conveying or securing title to readily ma.rketabl<?, non­
pcrishabla agricultural products or by Chattel mortgages on live stock• 

The second· paragraph of Sanator Capper's proposad new $ection 
13 (a) of the Federal Reserve Act would also rrBke paper of cooperative 
narkdting associations -el.igible for redisccrunt as agricul tur~ paper when­
ever the proceeds (a) have been or are to be advanced by such an asso­
ciation to any membars thereof for any agricultural purpose:), or (b) have 
been or are to be used by such an association in making p~ents to any 
members thereof on account of d.gricultural products dc:)j.ivered by such 
membars to the association or (c) hava been or are to be used by such an 
as~ociation to m3at expenditures incurred or to ba incurred by the asso­
ciation in connection with tne grading, processing, ~acking, preparation 
for narket, or marketing of any agricultural product handled by such an 
association for any of its members. The Federal Reserve Board has not 
ruled as to the eligibility of paper of class (a); but such paper might 
be held to be ineligible under existing law, and the :Board considers it 
desirable that such J>aper should be made eligi bl.e for radiscount as agri­
Cul. tural J>aper by an express amendment to the .A¢t. Paper of the kinds 
described und~r (b) and (c) is now eligible for rediscount as co~rcial 
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papar with maturitie~ not in excess of ninety ~ys, 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 abov~, 
the Board has heretofore gone on record as approving a provision of H. R. 
11763 making p~par of claSS3S (a) and (c) eligible for rediscount as agri­
cultural paper. The Board, ther.;fora, apJ:iroves of all the provisions of 
this paragraph. It would sugg~st, howev,.-;r, the ins~rtion of a proviso making 
it ab9~lute1y clear that the en~ration of three class~s of paper of co­
operative marketing associations as e.ligibL~ f'or rediscount is not int.anded 
to carr,y the inplication that othar papar of such associations is neces­
sarily ineligible. The Board has rubd that s~v;;;Jral othar kinds of papar 
of cooperative markdting as~ociations are eligibla, and would regret to see 

.. such paper made ineligible. 

The proposed new s~ction 13 (a) which would be added to the F~d~ra1 
R:lserve Act by Senator Capper's bill is scientifically planned and un­
usually well worded, and the Board advocat~s its adoption in its pres~nt 
fo~ except for the slight amdnwmclnt juSt mdntioned. 

Senator Lanroot t s bill, S. 4103, wo·old au,thorize Federal Reserve 
._ba.riks to rediscount agricultural paper for Fqdclral Land Banks as well as 
memb~r banks (provid.-3d it dods not baar tha dndorsem.mt of non-mamber ' . . : -
State batiks or trust co~panias which are eligible for membership in the 
Federal Reserve Systam) 1 and to bU¥ ·apd sell bonds and oth~r suCh obli­
gations issued by Fedaral Land Banks. Tha Fadara.l Rasarv 3 :Boad has 
previously approved a bill containing these ~revisions but rather doubts 
tha advisability of its enactmant. 

Senator Lanroot's bill also contains a provision amending Section 
7 of tne Federal Reserve Act so as to Pdrmit Federal Reserve banks to pay 
to their member banks anaxtra dividend up to 3~ in addition to the 67~ 
C'U.ml.ll.ative dividend to which they are l!OW entitled, whenever thair nat 
earnings exceed 1~~- The ~oard approves this amendment in principle but 
suggest~ that all refer,mca .to tha paymant of a.ividand.s out of surplus be 
omitted. 

Both bills contain provisions to amand Section 9 of the F~deral 
Reserve Act so as to ~ermit State bank~ in places of not more than 6,0JO in­
habitants to be admitted to r.0t·:b...;rs~1ip in the Faderal Reserve System with a 
minimum capital of $}o;ooo, if thair applications are accompanied by adequate 
undertakings to increase 'their capital to $50,000 within three yaars, and to 
~erndt Stata banks located in towns of not more than 3,000 inhabitants to be 
aQmitted to membership with a minimL~ capital of $15.~00 if thair appli­
cations ar~ acc0mpanicd by similar undertakings to increase their capital 
to ~25,000 within three years. Th..;;se provisions are similar to tro1e of a 
bill introduced by Senator Harris, S. 3531, which was approved by~ ~ajority 
of the members of the Federal R~servQ Board, and whiCh ~assed the Senate on 
July 8 , 1922:.. The J3oard, ther d or~ , approves the sa provisions . 
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Senator Capper's bill would also amend Section 13 of the Federal 
Reserve Act so as to perrrdt bank~rs 1 acceptances drawn for agricultural 
purposes and secured at the time of acceptance by warehouse receipts or 
other suih doc~nts conveying or securing title covering readily ~ErkJt­
able staples to be rediscounted with maturities up to six months, wh0reas, 
they are now eligible for rediscount only when they have maturities at 
the time of discount not exceeding three months. The Board approves 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 
rrarket bankers 1 acc-;;pta,nces with maturities net in excess of six months 
which are dra\11/l'l by e,'Towers, or by cooperative r:-:.cirl:eting associations com­
posed exclusively of 6-rowers, of non-perisha-ble, readily marketable stapl: 
agricultural products, to finance the orderly marketing of such products 
and secured at the time of acceptance by warehouse, terminal or other 
similar recei.I,;ts conveying security ti tla to such products. 

Senator Capl_Jer 1 s bill would also add a new parae.;raph at the 
end of Section 14 of the Federal Reserve hCt to be designated Section 14 
(f) which would authorize Federal Reserve 3anks to purchase and sell in 
the open market either from or to dq~stic banks, firms, corporations or 
individuals, acceptances of agricultural credit corporations organized 
under Title I. Such corporations are authorized to accept drafts drawn 
for agricultural purposes with nnturi ties not exceeding nine months when 
secured by warahou.se rec2i;ots or othdr such docuroonts conveying or securin_ 
title to non-parishabl;:;, raadily rnarb.3tabla agricultural products or by 
chattel mortgages or other like instruments conveying a full and para­
mount lien on live stock which are being fattened fer market. The :Joarci 
approves of the purposes of this amendment, but sug~ests that th0 term 
"Federal Agricultural J ... ct 11 appearin:_;, in the amc:ndment as now drafted, be 
changad to "Rural Cradits .Act n to conform to othclr portions of tha bill· 

There is one a.m~;;nd.ment not coverea. by o;;ith:sr of these bills 
which the Federal Reserve Board would li~o to suggest in this con­
nection, because it believ2s that it would be of distinct benefit in as­
sisting the marketing of staple agricultural products and would not 
inject any undesirable paper into tha Federal Rsserv~ System. It ap­
pears to be tha custom of rrany momb-:;r banks to discount during crop 
moving p~riods large volumss of sight drafts s0cured by bills of la~ing 
covering the shipment of agricultural products, and suCh drafts arc 
not eligible for rediscount at F~deral Reserve Banks because th~y have 
no dcfini te rraturity. It has b.nn npresent~d to the Board that these 
drafts constitute the most liquid Kind of paper and usually are paid 
with gr'3at promptn::;ss. The Board b·:>li3vzs that to p.:;rmit the rJdis­
count of such drafts would gr,:atly assist mcmbJr banks in financing 
the movement of crops an1, th·::;rJfor:;, r:;commcnds that the following 
paragraph be insertGd in Section 13 of the Federal R.:;sJrv.:: Act imr.edi­
ately after tho second paragraph thereof: 
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"Upon the enrlorsem3nt of any of its member banks, 
which shall be deama~ a waivar of damru1d, notice and 
protest by such bank as to its own endorsemant ex­
clusively, and subj:3ct to regula-tions and limitations 
to ba prescribed by tha Federal R~sarve Board, any 
Federal Reserve Bank may di~count or purchase bills 
of exchanga payable at sight or on demand which are 
dra,vn to finance the donklstic shipment of non-perishable 
readily market~blo ~taple abricultural prociucts and 
are secured by bills of lading or oth3r shipping 
documents conveying or securin6 title to such staples: 
PROVIDED, However, that all such bills of ezchange 
shall be forwarded ~romRtly for collection, and demand 
for payment shall be made with reaacnable prorrr,ptness 
after the arrival of such staples at th9ir destination! 
PROVIDED, Further, that no such bill shall in any 
event be h-:ld by cr for tne account of a Federal 
Reserve ~ank for a period in excess of 90 days. In 
disco~~ting 6Uch bills Federal RaBerva banks may com­
pute the interest to ba deduct8d on the basis of 
tha estirr.ated life of such bill, and adjust the dis­
count after paym~nt of .:ouch ·oills to conform to the 
actual life ther.aof. 11 

If the Board can give you furth0r informaticn on this subject 
or be of any assistance in any way it Nill be very glad to do so. 

Very truly yours, 

(signad) Edmund Platt 

Actin0, Governor. 
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Honorable A. W. Mellon, 
Secretary of the Treasury, 
Washington, D. C. 

MY dear Mr. Secretary: 

July 12 1 1922 .. 

Receipt is acknowledged of your letter of July 5th en­
closing a copy of H. R. 11763, a bill introduced by Mr. McFadden 
to provide further facilities for agricultural and live stock 
credits, and enclosin~ also a copy of a memorandum prepared by 
the ~ar Finance Corporation 1vith reference to the bill. 

You refer to the fact that both the Federal Reserve Board 
and the Treasury have ~iven their endorsements to the so-called 
Anderson-Lenroot Bill (S. 3051 and H. R. 10058) to provide fur­
ther credits for a~iculture and live stock through farm aedit 
departments to be established in the Federal land banks, but 
that no action has been taken ,~:ith regard 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 le~islation for a~ricultural credits along 
the lines proposed in the Anderson-Lenroot !·ill. You state also 
that you regard it as a matter of t4e first importance that 
legislation providin~ further facilities for agricultural and 
live stock credits be agreed upon and enacted into law suffi­
ciently in advance of May 31, 1323, the date now fixed by law 
for the cessation of the activities of the i<ar Finance Cor­
poration, to avoid a~ pressure for furth2r axtensions 
of the life of that corporation, and you believe that it would be 
helpful, therefcre, if the Treasury and the Federal Reserve 
Board and the rrar Finance Corporation would all agree on some 
workable measure between now and the opening of the fall see­
sion of Congress. You accordin~ly ask the Federal Reserve Board 
to consider the provisions of E. 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 Board agrees with you as to the 
desirability of cooperation with a view to the enactment of 
sound and constructive legislation providin0 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. :i:i. .. 11763 proposes 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. 11 The new section 
contains a provision similar to the one contained in the present 
law that 11any Federal reserve bank may discount notes, drafts, 
and bills of exchange issued or dr~vn for an a~ricultural purpose, 
or based upon live s tad·, and havin::r 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 under certain circwmstances. The nine months 1 

paper which would be made eli =~ible by this proviso consists of 
(a) paper ttsecured by ·w::.,rehouse receipts or other such negotiable 
documents, conveying or .securing title to readily marketable, non­
perishable agricultural products", and (b) paper secured by chattel 
mortgage upon live stod which is 11beinr, fattened for market' , under 
such conditions that it will be ready for market on or before the 
date of returity" 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 feature of E .. R. 11763 so far as concerns the 
Federal Reserve System. 

The second paragraph of the proposed new section 13{a) 
further providas that notes issued by, and drafts accepted by, a 
cooperative marketin~ 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 ~radin~, processing, packing, 
preparation, or ma.rketinR; of a.:;ricultural products. Under the 
present rulings of the ~oard, q,rowersl drafts accepted by ~oop­
erativc marketin~ associations are eliqible for discount w~th 
IIB.turities not i~ excess of six months~, if the proceeds are used 
by the growers for an a~ricultural purpose, and notes of coopera­
tive marketin~ associations are eli~ible for discount with matur­
ities up to three rnonths 1 if the proceeds have been used in con­
nection with the gradin~, processing, etc., of agricultural products, 
or if the association purChases aqricultural products from its 
members - rather than handles such products on a consignment basis­
and the proceeds of the notes are used by such association to pay 
its members for agricultural produds delivered to it. The only 
substantial effect of this paragraph with regard to paper created 
by rooperative marFeting associations would be, therefore, to ex­
tend the maturity limitation of eligible notes issued by suCh asso­
ciations from three to six months and this extension would meet 
with the approval of the Federal Rsserve :oard. 
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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 Doardls letter of December 13, 1920, to t!1e Chairman of the Banking 
& Currency Committee of t.he United States Senate, in which the Board 
expresses its disapproval of Senate Bill t~559 o:: the 66th Congress 
which proposed to make eligible for d.scmmt by ::B'ede:ral reserve banks 
agricultural and live stock paper with ma.i:;vrlties up to twelve months, 
on the gro1md that the enactment of such leg~slatior:. would materially 
lessen the liquidity of paper held by the Federal reserve banks and 
the elasticity of the Federal reserve note currency which is based upon 
and. secured by the paper so held. The Board reiterated its disapproval 

53 

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 extens:ion 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 a8ainst this extension as proposed in 
H. R. 11763, the ::!oard desires to say that if nine months' paper is 
made eligible for di~count, 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 woul~ be to broaden the scope of Title II of H. R. 11763, which 
as at present drawn offers facilities to the live stock industry exclusively. 

Defore describing: the provisions of Title !I I should men­
tion that Section 3 of Title I of II. R. 11763 proposes to rrake another 
amendment to the Federal Reserve ..t\ct so as to m'3..ke eligible for member­
ship in the Federal Reser'tTe 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, 1322. 

Title II of H. R. 11763 provides for the division by the 
Federal ~arm Loan Doard of the continental United States into not less 
than five nor more than ten geographical districts to be known as 
"Live stock districts", in each of which is to be established d Federal 
Live Stock Finance Corporation to be operated under the supervision 
of the Federal Farm Loan :::?oard, but independent of the Federal land 
banks. Any live stock Loan Company incorporated under State law and 
having a capital and surplus of not less than $100,000 may become a 
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member of the Federal Live Stock Cor~oration of its district by sub­
scribing to sto0k in such Live Stock Finance Corporation in an amount 
equal to twenty-five p8r centum of the c:apital stock of the subscrib­
ing corporatinn. On behalf of the U:1i t2d States, the Secretary of 
the Treasury :5.s to subscribe to the c.a,pi tal stock of each Federal 
Live Stock Finance Corporation in a s1vn equ.1.1 to b::enty-five per 
centum of the a~gregate subscriptions of m2r.:b2c· ·.:::'!']:)O:<':~ti.ons, but in 
no event in excess of one million dolla:c·s for o.nv one Federal Live 
Stock Finance Corporation. Member corporation;:; "Tny deposit with thsi r 
Federal Live Stock Finance Corporation United Stat?~ bonds or other 
obligations of the United States, and such Federal Live Stock Fi­
nance Corporations may thereupon rediscount for such meober corpor­
ations eliQible live stock paper in an amount not to exceed ten times 
the face value of the United Sta.t:::s bonds or other obligations so 
deposited, or may rrnke loans or advances to S11Ch ~e~ber corporation 
in a like amount upon the member corporation 1s promissory note se­
cured by eli~ible live stock paper. Eli~ible live stock paper in 
defined as 11 notes, drafts, bills of exchange::, or othor evidenc;::Js of 
debt (hereinafter referred to as oblirrations) made by one or mors 
persons, firms, corporations, or associations en'-!a:red in the United 
States in the business of breedin,, raisin2, or fattening live stock, 
which obligations are secured by a chattel mortgae;e conveyins a first 
and paramount lien upon the livs stock rrhich has a current market 
value at the place such live stocy is locats1 equal at least to 150 
per centur:~ of the face value of such secured obl ip;Rtion or oblir.,-ations. 11 

In order to provide Foderal 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 Finance Corporation rray issue and have out­
standing collateral trust bonds in an aggre>;ats amo1mt 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 bearins interest e"t ratss to b0 fixed 
by tlle directoTs of the corporation with the approvRl of the Fed-
eral Farm Loan B0ard. The bonds issusd prior to June 30, 1925, 
a~e to be exempt.from taxation other than inherHance taxes. 

The title contains detailed provisions with respect 
to the custody of the collateral for the bonds. •Nhich collateral is 
to be held by a "Federal custodian" •vho is to b8 one of the direct­
ors of tha FederaJ: Live Stock Finane:; Corporation appointed by 
the Federal Farm Loan ~oard. 

The bill is well dra'''n and ·.vould, no doubt, provide help­
ful and much needed assistanc2 to live stock interests, but, as 
I have already mentioned, the bcnsfits of Title II would not accrus to 
agriculture other than liye BtocJ~. ~I. R. 11763 would afford to 
live stock interests an additional sourc.:; of credit. ~~available 
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the maturity limitations applicabl~ to cooperative m.arketing 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 tvJo 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 ~oard is of the opinion, as it has al­
ready suggested, that th2 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 se rured by live stock. This 
would necessitate a chan~e in the title of the regional finance cor­
porations and probably an enlargement of the membership in such cor­
porations, but it seems to ths Doard that it might be possible to 
work out an amendment of this Y:ind 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 maturity limitations of certain 
kinds of paper eligible for rediscount at Federal reserve banks, but 
would also provide more adequate relief to all classes of agricul­
ture. 

If the ~oard can be of any further assistance in connection 
with this subject it will be vary glad to do so. 

Yours very truly, 

(Signed) ':·. P. G. Harding 

Governor. 

c 0 p y 
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Ja.nua.ry 4~ 1922· 

My dear Mr. Peek: 

Your esteemed favor .of December 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 agree with you that since our viewpoints 
are at such a variance, it would seem to ba an insurmountable 
task to harmonize th.em. 

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 s tatem:mt at this time that in my opinion 
the power possessed by the Federal Reserve Boaru is in the minds 
of the public greatly exaggerated. The Federal Reserve Act de­
fines the duties of the Federal Re:oerve Board. anci if the :Board 
has azlY power it should not have (I cannot think of any at this 
time) it would be a simple matter for Congress to amend the .).ct. 
It is most certain that tha Federal R:se.rve 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
pret~ by the regulations of the Board. The Federal Reserve 
:Board has never deemad it proper and has no legal authority to 
interfere i~ the relations between a reserve bank and its member 
~· Still less can the Reserva Board control the loans of 

:·wemb.er banks to their custom~rs. .:fUch .loans are entirely Wl.tlll.n 
the discretion of the banks th.amsel ves, e;xcept in so far as they 
are restricted by the National Banking Act and by State Banking 
Laws- The rates of interest charged to customers by member banks 
are entirely the result of local and economic conditions in so. 
far as they ar~ not regulated by state laws. In other words, neithar 
the Fader'a.l Reserve .Board nor the Federal reserve .banlr...s have any­
thing whatever to do with the rates of interest charged the borrower 
or any control over loans made by a member bank to its customars. 

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 because tha bank was already 
in an overextended condition, have given as a reason for ~eclining 
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the application, the statement that the Federal Reserve BOa.l'd or- the 
Federal re.~erve bank would not permit the bank to mak? any more loans. 
This is a tjJiecies of "passing the buck" and bas been the cause of much 
of the um:air and unjust criticism of the Federal Reserve. system. 

MY viewpoint in making an analysis of the operation 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 ~oard for twenty months. Consequently I am 
looking from without as well as from within, and it occurs to me that 
the old s~ing 0 the proof of the pudding is in the aatingn appliea 
particularly well to the operation of the Federal Reserve system. 
It has been given a test of such severity as no one ever dreamed of 
and bas weathered the storm as no othor banking system in the world 
was able to do .. 

The policies of the Federal R~serve System are the result of the 
most careful study of the Federal Reserve ~card in conjunction with the 
advice of an Advisory Council composed of twelve men, one from each 
Federal Reserve District appointed by the directors of the Federal re­
serve banks. In addition to the Advisory Council, tha Federal Raserve 
~oard is in constant touCh with the Federal Rasarva Agents and the 
Governors of tha Federal reserva banks and throug;h tham with the ~ards ~ 
of Directors of the twelve Federal reserve bariks and the twenty-three 
branChes. These Boards of Directors are composed of representative 
bankers and business men Who are thoroughly familiar with the needs and 
resources of their Districts. The Advisory Council is composed of men 
of wide experience in finance from every section of the country Who meet 
in Washington four times each year with the Fedaral Rdserva Board. The 
policies of the System are largely tha result of thase conferences. The 
Chicago District has been represented by such able and distinguished men 
as 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 Raserve System are not the creation of any one mind or even of 
the Board, but are established by and with the advice of recognized and 
most highly respected financial int~lligence. 

While we cannot seam to agree as to tha 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 peace and well on the road 
to economic recovery; an America with continued good crops,better prices, 
increased industrial activity, and fewer misunderstandin 0 S between em­
ployer and employee, which necessarily entail hardships for all. 

With best wishes for your own t;,OOd health and prosperity, I am 

l!r. George N. Peek, 
Molina , I 11. 

Very truly yours, 

(Signed) John R .. Mitchell .. 
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FEDERAL RESERVE BOARD 

. WASHINGTON 

January 4, 1923 •. 
X-3610 . 

'coNFIDENTIAL 

Subject: Protective Measures. 

Dear Sir: 

In connaction with the investigation of 
the recent robb3ry at the Denver Mint, suggestion 
has been made that it might be desirable for the 
Secret Servic~ Division of the TreasurJ Department 
to make a survey of tba protective measures employed 
at a11· Federal Reserve Danks and DranChes. The 
suggestion has m~t with the approval or tho Federal 
ReservJ Doard and Treasury Department and the Secr~t 
Service will th~refore undertake suCh a survey, fol­
lowing which a report will be rendere~ to the Federal 
Reserve 13oard and Treasury Departmnt and suCh sug­
gestions and reconmmda.tions as my be made with 
r_espect to your lJa.nk and Ilranchas, if any, will be 
CODIIlllnicated to yOU: in dua course. · 

Very truly yours, 

}.cting Govemor .. 

To The Chairmen or All Federal Reserve Danks 

58 
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To: The Federal R~servcl Board. 

From: Mr. Wyatt - G:eneral CounseL 

January), 1923. X-3611 

SubJeCt: Reserves against so­
called "Sp~cial Savings 
Deposits". 

A forwal opinion has been requested on the question whether so-

called "Special Savings Deposits" of certain State Member Banks in Cali-

fornia can properly be classified as 11 savine,s accounts" in computing the 

reserves which such member banks are required to maintain under the terms 

of Section 19 of the Federal Reserve .~ct. 

r-... 9 v 

These so-called "special savint,s deposits" are represented by pass 

books and bear interest, and the banks receivin6 them expressly reserve the 

rie_,ht to require thirty days' notice be fora withdrawal. Under the Cali-

fornia law, as it has oaen construed by thcJ State authorities, these ac-

counts are also required to ba see:,re ,~a ted in separate savint:,s departments 

the assets of which constitute trust funds for the protection of savin;;;s 

depositors; they can be invested only in a restricted class of securities 

and loo:~\ll only in a restricted rrannerj and they are subJeCt to man~ other 

special safeDuards not ap~licable to ordinary comrnercial depooits. It ap-

P<=:ars, hoNever, that they do not r0present the savin"-'s of persons of small 

m;;ans, but interest is paid only on a.rr~ounts in e;,ccas::, of $)00, and such 

deposits usually consist of surplus funds of persons of large means who wish 

to obtain interest upon th:;u· and at the srure tirr:e enjoy the privilege of 

checkin6 asainst them. Furthermore, they are normally subJect to with-
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drawal by check without the present2.tio.n of thd pass books, and normally 

an unl imi tad number of checks can be c..rav';n d.e.:a::.ns t them at the same time, 

althout_Sh the bank reserves the r1 1;ht to require the presentation of the 

pass books. In practice, thc;;refora, thay are subject to check and con-

stitute interest-bearing checkinu accounts. 

Before they applied for membership in the Federal Reserve System, 

the California State banks raised the question whether they could treat 

such deposits as savinbs accounts in computin0 the reserves which they 

would be required to rrcaintain under the terms of the Federal Reserve .Act. 

At that time Mr. Perrin, tha Boara.'s local representative at San Fran-

cisco, took the position that such accounts should bx:3 treated as savings 

accounts and ur~e~ the Federal Reserve 3oard to adopt the same view. Ap-

parently Without obtainin0 an opinion from its Counsel as to whether this 

could be done le~all:, the :Doard. addressed a circular letter to all 

Federal Re~erve Agents under date of December 26, 1917, requestin6 their 

views as to whether it should amend its Rebulation D so as to permit such 

deposits to be treated as sa.vin6 s accounts. The gr~at majority of the 

Federal Reserve A0 ents opposed such an amenwnent to Rebulation D on the 

0round that it would lead to abuse, and the Eoard refused to amend its 

Resulation. With full knowled6e of this action, thG California State banks 

applied for, and received, admission to mer~ership in the Federal Reserve 

System. 

Accordin6 to a state~~nt contained in the brief of Mr. Edward 

Elliott, representinG the Security Trust and Savings Bank of Los lill6eles, 
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however, all the California State Ba.nlrs having sur.h 8-Ccounts havealways 

carried reserves of only three per cent a(!;ainst the:n, and the practice rr:~'l.._r 

was first called into question in the autumn of 1921, following an exami­

nation by Federal Reserve Dank examiners of the Los Angeles Trust and 

Savings Lank. * * * Apparently, it was not called to the attention of 

the Board, however, until the sprins of 1922, when it was brou~t to the 

attention of Mes::>r:;. Miller and Mitchell of the Federal Reserve Board by 

the Los Ant:,eles Trust and Savin;:.,s :Dank, du rinc;; the visit of those e,entlerren 

to California in March and April. 

At that time the question whether such deposits could be treated 

as savin6s accounts in computinb reserves was aga~n 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 amendn~nt to the Doard's re6ulations and that the 

:Joard felt that such an amendment would lead to abuse and that it could not 

properly make a special reGulation or exception applicable only to banks 

in California. 

Several of the State Banks then r~quested a hearing, which was 

t;ranted on June 14 and at which Mr. Edward Elliott, formerly of the Federal 

Reserve Jank of San Francisco, appeared as their representative, filed an 

elaborata brief tot;e ther with one written by Mr. William G. McAdoo, 

formarly Secretary of the Treasury and ex-officio chairman of the Federal 

Reserve Board, and strongly urced the noard to permit only 3~ reserves to 
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be carried agai.qst such accounts. Apparently, the llo:ocrd took no action at 

that time but took the matter under ~dviserrent. T.he matter was discussed 

several timas at ::Joard meetings; sevaral other informal confaronces were 

had with Mr. Elliott; a report was requestdd and obtained from Mr. Perrin 

(in which he advocated the branting of the raquest of the State Janks); 

and finally, on fucember 6, the ~:oard voted not to amand its Regulation D 

and that suCh deposits must be treated as damand deposits in computing 

reserves. In advising its agent, Mr. Parrin, of this action, the .Board 

specifically advised him of its expectation that he would see that this 

ruling was strictly complidd with. 

It appears, however, that this rulint;, is no't being compliad with 

and that Mr. Perrin has requested a hearing at which he may appeal from 

the :3oard 1 s rulint; and again advocate the ::,rantin"' of the ruquest of the 

California State :oanks. Before d0cidin15 whather or not to t;rant this 

hearin~, the Board desires a formal opinion on the question whather it 

can labally Grant the requast of tha State b~s wad ~armit such ~eFosits 

to be treated as savin,:_:s accounts in comptcting reserves. 

When this question ~s originally submittad to me I was unwilline:; 

to say dogmatically that tha t.;nn 11 savine,s accounts" as usad in Section 19 

of the Federal Res~rve Act could not be construad to include such deposits 

without making a thorough invastigation of the subJect. I did express 

serious doubts, however, as to the propriety of so co~truing the term 

ttsavings accounts If. I h::we baan giving the problam furthar study and de­

liberation for several rr.onths, and whan Mr. Plntt informed me th~t the 
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matter was again coming up for consideration I concantratad the afforts 

of this office on th8 probl-.::m c:md made a thoroug[-1 investig::1tion of the 

authori tias, n, Cclreful analysis of the; bric.:fs submitted by Messrs. McAdoo 

and Elliott and of the r~port submittad by ~tr. Parrin, ~d a p~instaking 

study of the lan6 uage, philosophy, history and underlying purpose of the 

l.J.w. On account of pressure of othar ,-,ork I was unabL; to render a writ-

ten opinion on tha subj;;ct at that tirne, but I advised Mr. Platt orally 

that such deposits could not properly b~ cl..1ssifLd -~s "savine,s accounts" 

within the rr.aaning of S.sction 19 of the Federal I\eserve .Act. 

TEE T:SBIS OF TIIE LAW. 

In prJscribing the Eli!lOunt of r3Serves to be maintD.inad by memb3r 

ban}-.:s, Saction 19 of the Fed;:;ral R~sc;rve Act makas a distinction betwean 

ntime depo:sits" and "demand cieposits"~ and requires smaller reserves to be 

maintained against the form.:jr than against the lattar. 'lhe first para­

graph of that section a.efines 11demand daposits 11 and "time di::3posits" as fol-

lows: 

11Demand deposits within the meaning of this Act shall 
comprise all d.aposi ts payabla cili thin thirty days, and time 
d.aposi ts shall comprise all daposi ts payable af.tar thirty 
days, all savings accounts ~d certificates of deposit 
wnich ~re subject to not loss than thirty days' notice 
bafon; payrn.ant, and all postal savings deposits". 

It will be noted that the term 11 time deposits" comprises: 

(1) All deposits payabld after thirty days. 

(2) Savings accounts which ara subject to not 
less than thirty days' notice before payment. 
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(3; Cc:rtifica.tas of deposit which ar,; subjact to 
not lass than thirty days 1 notice b2fore pay­
rrBnt, and 

(4) Postal savinc,s d,;posi ts. 

ThJ deposits under consid.::Jration are not "payable after thirty 

days"; because they are not payable on a definite date nor a spacified 

number.of d::tys ..:~fter date, nor only after thirty days1 notice which is 

actually raquired. Th.:; mer.a fact that they are subJect to not less than 

thirty days' notice before payment is not sufficient to !T'.a.ke tham deposits 

11payable a:ftar thirty days"; b;;cause the J,ct claarly makes a distinction 

ba tween daposi ts payable after thirty days and those which are merely sub-

ject to thirty day~' notice b.:;fore payment. Mr. McAdoo admits this ip his 

brief. It is obvi6us that thay are neither certificates of deposit nor 

pas t:ll savings deP.os its. 

_ tf they aN to ba classified as time deposits, tharefore. they 

must be brought witbin the term 11 Savings accountsn; and this di"cussion 

will ba confined to ,the question whather they can propzrly be deelT'~d to 

be includad in that t,;rm. 

THE EOAfill I s 1\EGULAT IONS' 

The :dc:J.rd 1 s Hegulation D, Series of 1920, defines "Savings Ac-

counts;• ,as follo•.vs: 

11 Tha term •Savings Accounts' shall be held to include 
those accounts of tho b:.mk in r.:;spact to which, by its 
printed regulations, accepted by the depoBitor at the time 
the account is opened -
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(a) the pass book, c.:Jrtificata or othar similar 
form of rsceipt must be presanted. to tha bank whanevar 
a deposit or withdrawal is made, and 

(b) the depositor rr:ay at any tim8 be required 
by tha bank to give not ice of an intended Ni thdrawal 
not less than thirty days before a withdrawal is made." 

The dapoBit.s in question comply with r,;;quirement (b), but they 

65 

do not corr~ly with requirement (a) because the pass books are not actually 

required to be .~.)res.mted wh::mever deposits or withdrawals are made. It 

has been argued on bdhalf of th.;; California banks that requirement (a) 

is not essential to a proper dafinition of the tarm "savings accounts" 

as used in Saction 19, and the Board has been urged to arr~nd R8gulation 

D so as to parmit such daposi ts to be classified as "savings accounts" • 

Even if requiremont (a) could be eliminated or waived, however, it would 

not necessarily follow that these deposits can properly be considered 

"savings accounts" within tha meaning of Section 19, because they differ 

in other respects from ordinary savings ~c~o~ts. 

The question to b~ determined, therefore. is whether, regardless 

of the provisions of the ~card's regulations, such deposits can properly 

be deemad to be "savings accounts" within the meaning of the first para-

graph of Section 19 of the Federal Res2rve Act. 

In attem~ting to answer this question it is necessary to ob-

serve two fundamental rules of statutory construction: (l) That the Nords 

used should be givc::n their ordinar;;: and commonly accepted rna;:ming unlass 

it appears that a differ2nt rr;;;aning was intended; and (2} that the stat-
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uta shoul J. ba cons trued in the 1 igp t of its reason and purpose and in such 

a way as to carry out thJ intention of tha lagisla.tura. 

11HA'i' ..t~i.B "SAITJi:ITS.S .ACCOilliTS"1 

The ordinary and comrr.only accapt2d maaning of any term is to be 

sought first of all in a gan;:>ral dictionary, but neither Webster's Un­

abridgad Dictionary nor the Standard Dictionary defines the tarm "savings 

accounts". Likewise, i.n seak.ing for the meaning given by tha legal 

authorities, it -.vas found thc.'l.t neither the reported decisions nor the legal 

treatises contain any definition or direct discussion of the term "savings 

aCCOuntS II r 

Thera are many decisions dealing with the natur~ and oparation 

of savings banks, however, which throw much li6ht on this quastion.. It is 

proper to assume that tha savin6s accounts which Congress had in mind ware 

the accounts commonly received as savings accounts by savings banks and 

by commercial baru:s and trust companies having savings departments. As 

such accounts originated Hi th savings banks and were developad by them, a 

discussion of the nature and functions of savings banks is necessary to an 

understanding of the pro~er maaning of savinss accounts. 

In Corpus Juris (Vol. 7, p. g51) it is said that, 11A savings 

bank is an institution * * * the purpose of '.11/hich is to promote the pros­

parity of persons of small means and limitad opportunities of inv~sting 

them by r~ceiving their savings in even trivial 6ums and lending them in 

larger amounts, aharaby int-::r:?.st may be g,ainad. 11 
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Savings banl~s 11ar;;> bank~ establisiled for the; raceipt of small 

sums deposit ad by the j;~oorer cl :tSS of lJ.;rsons for o.ccumulations at in-

In Marcant il? ~~:ml:. v. N. Y. , 121 tJ. S. _1 )8., tha Supremo Court 

of the Unitad Statas said t:u.t s::l.Vings bariLs 11ar6 vvhat their n<.und indi-

c.:ttds, banks of daposi t for th<:3 accumulation of small savinr;;s belon6inc:; · 

to thd industrious and t:1rifty. 11 

In Nation:ll ~ :.n:J; v._;_;;_9ston. 12!) U. S. 60, tha Suj_Jrarr~ Court said, 

"Tr.tay ara substant1ally in&titutior.s, under puolic managcn:ant, in pursuance 

of a ;::;raJ.t and. ban:;ficial .i::JUblic J?Olicy, or~a.ni:::ad for tha i:)Urpocia of in-

vasting tha savin~:;:> of Sr.'all d.a_;;Jc.-;i tors, anci not ~s bankin::., instituti"ons 

in tha commarcial sans2 of tP.at phra.sa. 11 

The two cas-:35 cit.;ci 3..ra particular·.iy valunbL~ for the purpose of 

this discussion, baca.uso thay contain such a forcaful distinction batwa,m 

savings banks and comncrcLtl banl-:a, which. distinction is equally applicable 

batwa.m savings acco:unts and ordinary chackinc, 3:ccounts in comnBrcial banks .• 

3oth these C?.LS~s •v.ara based upon an allag.ad dL~crimination in taxing 

national banks und.ar Saction ;219 of tha Raviaad Statutds, ona ground of th~ 

alleged .discrimination in aach casa baing that savings banks ware not taxed 

at the same rata as national ba.nk.s.Tha court held in each casa that no 

discrimination could be pradicat.3d upon diffar.mt ratds of taxing national 

banks and savinc;s banks, bcca.us<; of the :::,raat dissimilarity between such 

classas~~f banks. It can properly ba said, tharafor-3, that savings ac-

counts are inherently diffarant from comnercial accounts, and it would seem 

• 
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to follow that if certain accounts partake of the nature of corrrnarcial 

accounts, they cannot pass muster as savings accounts. 

68 

Another fact indicative of this charactaristic of savings ac­

counts is that a number of States limit by law the amount which may be 

received from any one savings depositor. Thus Massachusetts limits it to 

$2,000, excepting deposits from raligious, charitable or similar cor~ 

porations. (Gem. LaiN'S I Chap. 163 I s~c. 31); Conn--cticut limits the amount 

which may be received from a sin5le depositor in any three ye~rs to $3,000 

(Sec. 3981, Gan.Stat. of 1918); the laws of North Dru{ota provide that the 

directors may limit the amount received from any one depositor (Sec. 5196, 

Comp. Bk. Laws 1913); the Minne~ota statute authorizes savings bank to 

receive 11all sums of money offered for depo6it in amounts * * * fixed by 

the by-laws, which shall in no case exceed five thousand dollars«. (Gen. 

Stat. 1913, 6388); the Missouri statute limits thd amount to $4,000with 

certain exceptions (R.S. 1909, Sec. 1154); and the Danking & Trust Co. laws 

of the State of Washington, (Sa~. 143) limit the amount to $3,000. These 

are not all of tha States whose laws contain such a limitation but they 

are sufficLmt to indicate th.lt the usual or ordinary conception of a savings 

account does not include surplus funds of large corporations or firms, or 

of wealthy individuals, tam~orarily depositod at intarast with tha barik 

pending investment by the ovmer. 

Other illustrations of this wall established meaning are num­

erous and thay need not be t)ivan haN. lamning through all th~se laws 
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and decisions is the bas·ic ida a that savin0s banks, .md a-ccounts carried 

by .them, aro essentially devoted to thc. small J.oposi tor, and that tha 

primary purpose of savincs b;,n!::s is to r2ceiva, prot~~ct and increase the 

savings of parsons of small rni:lans. 

In L Corpus Juris •......2:.....8§J,, it is said, "A vary gcn;;;rcil rule of 
,, . .._;.'II· ,-· 

savings banks is th:l. t dapr~s its will b<> paid only ·.vhen the p:.:..ss book of . 
the depositor is pr.;;;sant~d wi trl. the ord3r for i.,aym:.:nt", citing Mitchell v • 

Home Savings :Bank, 38 Hun. (N.Y.) 2):~, and Eos,mthal y. Dollar S::.vinr;s 

Eank, 113 N. Y. S. 787· 

And Morse in his work on cJ::.t.n.Ls & .Jarik.ing (5th F.d., Soction 620 

(b) says, "One of th;:; common.:;st tulas (of s:.:.vintr,s banks) is that the oank 

book lm.lst ba produced in order to draw tha deposit. 11 

The laws of GeortSia de find a S:1Vin:.:.s bank as one whose depc ::.its · 

4o S. E. 82). 

or the statemant of an account * * * * the ·oook: is the: instrtllllent by w:hich 

alon.1 th;;; monay can b;,;: obti.tin;d. :, 

And in .Jon~s v. '/fc:a.k:lz_, {Ala.) 12 So. 420, the court d.istin~uis......,_ .. 

ed b:::twaJn $avine;s pass books .md corruN;rcia.l bank pass books and ~i.ald 

that a commarcial account could not ba transfarrad by tha transfar of th~ 

pass book. b0cause "the money could be ·Ni thdrawn from the bank, not by 
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.l:'rod1;1ction of the j_..)ass book, but qn tha check of the depositor. 11 The 

nacessary implication of this holding is that a savingsa.ccount w.ay be 

transferred by a transfer of the pass book, because such an account is 

not subject to check, and this is recognized eenerally by the courts. 

It is believed, therefore, that tha term "savings accounts 11 

as it is cornrr.only understood means generally accounts consisting of the 

savings or accumulations of small depositors which bear interest, are 

represented by pass books, and are not subJect to check but can be with­

drawn only U?On the presentation of the pass book. Further~ore, 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. 11 

70 

It is understood that these so-callad 11spacial savings deposits" 

are received in unlimited a~ounts and do not consist of the accumulations 

or savings of p~rsons of small rr~ans but ara surplus funds of wealthy 

persons carried in the bank as ~ temporary form of investment. These ac­

counts are popular with such paople because they baar interest and are 

not subject to the inconvenience of ordinary savings accounts in that with­

drawals may be made by check and without presentation of the pass book. 

It is understood alJo that they appeal axclu~ivaly to large depositors be­

cause no inter~st is paid on balances of lass tl1an $500, which is entirely 

inconsistent with the idea of savings accounts ·but is a vary common 

characteristic of interest-bearing chec~:ing accounts against which mo::>t 
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banks maintain 10% reserves without question. 

It is quite clear from a considerationm these general character-

istics that such accounts are not savings accounts within the commonly 

accepted meaning of that tarm but ara rather specially privile~ed checking 

accounts; and the Board might well refuse to raco~nize them as savings 

accounts for this reason alone. 

They are lacking in anothar and r.:ore important characteristic 

of savings accounts, however, which is believad to be an essential 

characteristic of 11 savings accounts" within tha meaning of that term as 

used in Section 19 of the Federal Raserve Act, i.e., the bank does not 

require the presantation 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 requirement that the pass 

book must be presented at each withdrawal is one of the distinguishing 

characteristics of savin~s accounts within the meaning of that ter.m as 

it is commonly understood. A consideration of the reason why Congr~ss 

permitted such accounts to be classified astime depobits for the purpose 

of computing reserves, aven though thay are "payable in lass than thirty 

days 11 , further demonstrates that this is an absolutely essential character­

istic of "savings accounts 11 within th~ meaning of that term as used in 

Section 19. 

THE REASON OF THE LAW. 

vVhen Con5rcss enacted S3ction 19 of tha Fcd~ral Reserve Act it 

was for the first time in the history of the r0s~rva Nquirements of the 
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Federal law making a distinction batween various classes of deposits and 

requiring less reserves to be maintained against one class than agai~st 

another.. rthis would be an unjustifiable discrimination if it did not 

bear some reasonable ralation to the purpose of reserves. 

It will b3 conced~d that time depo~its require a less reserve 

than demand deposits because by their very nature they are not subject 

to such large .and frequent withdrawals, and the ~e of reserves is 

72 

to put a bank in a position to meet withdrawals by its depositors. Ordinary 

savings account~ clearly huvd this charactaristic of time deposits. They 

are, as we have sec.n above, savings of small depositors, put aside in small 

amounts from time to time to accumulata ;1nd remain intact so far as 

possible for emargency uses and for future investment and, thar~fore, 

normally have a.g~aat degrc~ of stability. This inherent stability is 

furt4er enhanced by mechanical devic~s dasi§11ed to minimize the ease of 

withdrawals. The commonest of such devices is the requirement that no with­

drawal can be made unlessthe withdrawal ordclr is accompanied by the pass 

book. Tnis r~quir~~nt is so common as to be r~co67lized as an essential 

charactoristic of savings daposits. The laws of several States, including 

Naw York, make this requirerr.cnt in ragard to savings accounts, and, as 

pointed out abqve, it has ba3n frequently held that tha pass book so far 

represonts tRe right to withdraw a savings account that a transfer of the 

pass book affects 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 

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



-15- X-3611 

enacted Section 19. In the first paragraph of that Section, Con~ress 

made a clear distinction between accounts payable after thirty days, anu. 

t:C ... ose which ara merely subj0ct to ti1ir~~,r day;,;' ~"lotice befora faylrkln t . 

.All deposits of the form,;r cl""s;;; are clas'>ified :lS time d..e_tJo:;i ts, w~nile 

the only deposits of the latter class which are classified as tim;;; de-

posits are "savings accountsfl and "certificates of depositn, If. a de-

posit is by its terms payable aftar 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~ted against vVithdrawals. Where a bank 

merely reserves the. risht to require thirty days 1 notice of the withdrawal 

of a deposit, ho·:revar, it ordinarily parmits withdrawals to be made 7Jith-

out any notice and it usually is reluctant to require notice, because 

this displeasas the depositor and. may cause sorr:e unfavorable comment. Fur-

thermore, it is probable that a bank in a "shaky" condition would not dare 

te exercise such right for fear of precipitating a'run by its demand de-

positors. ''Thile the rcscrvat 10n of this right is probably intend.ed to pro-

teet a bank against v-vithdrawals, theNfore, it is not always effectiva. 

~n classifying only savings accounts and certificates of deposit as time 

deposits when thoy were merely subJ~Ct to thirty d~ys' notice before pay-

rnent, therefore, Congress must ·have relied upon something in:~erent in 

tlli.: natura of such deposits to afford the bank some additional protection. 

One does not have to s.;Jarch long to find a comrwn charactdristic of these 

two classes of deposits which afford v0ry effective protection against 

/ 

I 
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frequent withdrawals - naithar savings accounts norcertificates of de­

posit are ordinarily subject to check, and it is inconveniant to with­

draw tham because the certificate or pass book usually has to be pre­

sented at the time of each withdrawal. 

It is thus seen that the :Pequirement in the definition of 

sav/ings accounts contained in the Joa.rd's Regulation D, that nthe pass 

oook, certificate, or other simil3I form of receipt must be p~esented to 

the bank when,;;ver a** * withdr::1wal is made", is not an arbitrary re­

quirament, but is in entire ac;cord with the acceptod meaning of the term 

"savings accounts 11 and the considerations which led Congress to classi­

fyins such accounts as tims deposits. 

It is ar::,udd on behalf of the California banks that there is 

no ma5ic in the presentation of the pass book whenever withdrawals are 

rn3.de, that this requirem~nt is an un~ss~tial, a mere mattar of. pro­

cedure and has no r~lation to tha amount of reserve which a bank should 

L.aap against such deposits. Ma.~io do~s not ~nter into ths question of 

what is a savincs account, but clearly the requirement of p»i::lsantation 

of tho pass book has infinitely more importance th:m the mer .a name by. which 

~ account is called. The r0quirement that the pass book must be presented 

when withdrawals are made is a most effective me:ms of preventing frequent 

withdrawals and thus praservin:; tha inherently stable chlracte.r of s::.:.vings 

depositsj and because of this· it do~s have ;J. very real relation te proper 

reserve requirements. A provision that the pass book must be pres~nted when 

withdrawals a.ra made is a more important 0l2m:.::nt in characterizing savings 

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



75 
-17- X-3611 

accounts as time deposits than ti1e provision that thirty days 1 notice of 

withdraw::U may ba requirc;ci, b2cause even if such notiC-3 is not:. raquired, 

-and as a practical. matter it r:u:;l is- fhc:: :pr.?s3ntation of tha pass 

book at each ·.vi thdra'.val protacts the accounts from too fraquent with­

drawals .:md prev2nts it from daganaratintS frcm a savings account into a 

cheCking account-

;,n acccunt v~~.ic'l nu.y he; 'Nithdr::;;:m Nit:..,out presentation of the 

pass· book :md is subJ:.::ct to be ch0cked a.san1st, is not, for ti:a t very 

reason, properly d . ..:..wi:-c:-:_•.s :tcr:ou.'l.t- J..::; wa h.~vo sean, a savings account iS 

intanded ;;:.,.;; -.'v n.a::.ns of c:;r:J.<iual accu.."'II.llation of savings. It i~ a C3.pital 

ac ~ount and )l'O)::;rL· is :.iUOJ.JCt to witi.dra-,•:.ll only when th0 oceasion justi­

fi;;s an a::pendJt1;.:r,~ fl"c:!~- c lf:~i taJ .::.ccour.t. .An account which is subject to 

C:.'1eck, howevc_;r, is int.;!~ci~d. to h.:; <:.t liquid fund., f!'OTn I'Jhich the d.a­

positor1 s current and o~'lin"'-rY 0xp.:msas may oa r.:.et - tha chacking privi­

lega in i ts,;;lf rr.<-.J:.o;... the:: c>CC;.:>'J.llt c::.s::>.::nt i~lly adapt . .::d. to this purpose: cUld 

is the one outstandint~ J.iStinction b·::lt·N;.:~n a savine-;::> account :.nd an ordinary 

checl:ing acco'.mt- H vould oa as raa...sonable to s~ tt.cat a checkine:; ac­

courrt may not be ,,Ji t::-"drm'V'tl. ex:c.;pt upon pr~Sdntation of tha pa.s-2 book as to 

say that a savings account :i,s subject to c~.ac~:. Tho idaa of CLacking is 

utt3rly repu~t to tha idaa of a sa.·1i:ngs L.<.ccount, and th;O t'i'vo ~mD.ot 0X­

ist togtlth-:;r. 

~,-:Jlile t.ha Sta t'3 :·m:.s E~rt,ue n. t sorr.~ lent;tb that t:t~ se ..1.ccounts 

are relativ"'::i.y ina-::tive .J,nd say that th3y c .... Nfu.lly pNv-:;nt tl:t.;:m from be-

' 
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ing used as commercial accounts, there is some testimony to the con-

trary. Thus, one of the replias to a circular lettor which Mr. Perrin 

s~nt to a nuiriber of prominent b~srs in California requesting their views 

with reference to these so-called "special savings deposi ts 11 contains the 

following statament: 

"Of cours.a, you and I know, as a matter of fact that 
d~positors who carry these special savings accounts check 
on them just the S<J.rn~ as a commarcial account, and they are 
in fact, in 11'.cUll' cases, bu_,iness accounts where the de­
~ositor does not requne lending facilities and expects to 
check on them freely at all times. I doubt whdther many 
of the d.;;lposi tcrs of these accounts really l.4'?.derstand that 
tney 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.n 

The representatives of the State ~anks argue that there is 

no difference between thair ~pecial savings accounts and their ordi-

nary savings accounts, except that in -the case of the former, the re-

quirement that tha pass book must be presented is waived. In ~ opinion, 

that one diff9rence is fundamontal and. is alone sufficient to praclude 

these special savings accounts from being clas~ified as time deposits 

Within the rreaning of Section 19 of the Federal Reserve Act. I am un-

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

nspecial savings deposits" are essentially checking accounts and 

ehould be considered as demand deposits for the purpose of computing 

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

Act. 
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ARGDrv1ENTS ON 13EHALF OF C~"..UFORi'HA STATE ::...;\1\fi~S. 

Most of th8 argum:::nts advancod on bohalf of th2 California 

StatG banks rr.ay bG divid.ad into thr:: classes: 

(1) Thoso t>as::d pur,~ly upon considerations of policy and 

which ar-:; design:d to show why such accounts aro morally 2ntitl.:d to 

b3 cln.ssifLd as savi~aG;s a,ccounts for th~ pur:i)OS .: of computing rc-

sorves. Th:::s:: argum-:nts hav:: no diroct b:arina on tho legal qu3stion 

whoth:r or not such acc01.:.nts can proparly b.; consid.Gr..::d nsaving;s 

accounts 11 U..'1dor oxistinr; law ano_ th::y n:::::d not bo answ,;;rod hc:r:::. It 

is th: function of Co:::'lp;r.'ss rath:.:;r than th.: Doard to pass on the 

question of policy wh:th::::r cr not th:;; la1,'T should b0 am:mde:d so as 

to permit such d2posits to b2 classifL:d as savings accounts. 

(2) Thos.o ar.:;wrl_nts bas2d upon thJ alLgation that such 

deposits ar.;; tr..;at.3d as savinP;S d::::posits by th::: Stat.; law and by 

tho Stat2 banking authoritLs. This also has no bearing on th~ 
.. ~ >o-J 

qu~stion wh::::th:::.r such accounts ar:; 11 savin>:>;s accounts" within ths 

meanin~ of S0ction 19 of th~ F0deral Reszrvo Act. OtharwisG, the 

California Legislatur..; could in effect am-.:nd S:::ction 19 of the 

F'ed.::ral Rsserv::: .f.ct by d::::claring anything it chosa to b::;; savings 

accounts. Thus, it could provide that ordinary commercial ch:::ck-

ing accounts should bs consid:.;r:::;d savin£;s accounts if thay are in-

·vested in a certain way, ar:; rocoiv.::d from r3d-hcad2d men, or comply 

with some oth::;r whim of th0 S·;;ato Logislatur,::. 
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(3) Thos2 which e,r...; bas:;d upon th; fact that savings 

deposits in California StaL banl:s e.r:: subj,:;ct to certain saf:;guards 

which thJ C': lifornia law thro''-'S about s.wing;s dsposi ts, and, then­

for.J, ar::: saf2r than ordinary chccl:ina accounts. Sucl1. saf-=:PUards 

consist principally of r :;strj ctions rm th: kinds of loans and in­

vostm:mts that may b;:; r:'<..t.d~ by s.:win::rs banks and on th.c; po;·.r::r of such 

banks to borro'v r:nonc:y and r _.discount pap;;r. This ar~xro;:;nt has more 

forco, b;.;.caus.: such pr;:Jt ction is a fairly common attribute of savings 

dJposits f2;:;;n_ra11y and, th.;r.of0r~. miR:ht b..:; considered a prop;;r olom:mt 

of a dcfinit ion of th·.; tc:rm 11 savin:)·s accounts 11 • This foatur,;, how-

:war, has no r-:::asonabl.:; x·::lation to th.:, th~ory on which Congress made 

a distinction b;:;:tw~.:n thc: r:.•s:;rv .JS '.vhich shvuld b3 carri:;d against 

time deposits and those which should b;;; carri.:::d against demand do-

posits. This distinction ,,vas not based on th:.: theory that timo 

deposits aro safer than dow.and d;:posits but on the;; thGory that 

time deposits ar~ subj )Ct to less frequ~nt withdrawals than domand 

dopos its. . Congr::; s s did not have in mind th0 saf 3 invc stm:mt of 

tim;; deposits but rather th.::: ability of a bank to meet th:; dow.and 

of its dspositors. 

Furth.::rmorc, th3ss sp.:;cial safe~ards which ar3 applicable 

to savings accounts in California stat3 banks did not constitute one 

of the; charact:::rist i cs of ::,h::; class of savings accounts that Congress 

had most prominently in mind when it cnact:;d Section 19 of the 
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FJdoral ResGrve Act. This app~;ars very cl:::arly from a consideration 

of tho history of the ~mactm::nt of that provision. Th3 first para-

graph of that S::oction, which dcfin-.es tim:; and demand doposits, was 

contain;d in the: F.:d::oral R--sorv.; let as oridnally enacted D~c::mbcr 23, 

1913, and has never b c..::n amended. .At th:: t imc of th~ Jnactmc!'t of tho 

F..;dcral RJscrv:; Act it was c:::rtain that all national banks in tho 

contin.:mtal Unit::d Stat ;s would b::como mJmb0rs of tho F3doral B.osorv.J 

Syst3m~ bccauso th-..:;y wore; r~quir·::d to do so; but it was unc0rtain 

wh.::th..;r any Stat:; banks would b:.:comc mcmbcrs. Furth~rmor:J, th: 

reserve requircm.mts of s~ction 19 of tho F.;d.::ral IL::scrv.:: Act sttp::rssd·"d 

th-J previously ;;xisting roscrv . .: rcquirc.;mc:nts of th.:; Nationa:. r·a~: Act 

which w3re th3 only reserve r::;quir-:monts applicabl :- to national banks; 

while State barlks, on th: oth:::r hand, wer:;; subj.::ct to r0s0rvo require­

ments of the StatJ laws which wore not suporsJd~d by thJ provisions 

of S3ction 19 but r3maincd in full force and offcct until amended 

by the State legislatures. It is clear, therefore, that the 

class of banks which Congress had most prominently in mind 'Nhen 

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. Lut savings deposits in national 

banks are 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 ha,ve they any of ths other peculiar charac-

teristics IJcrtaining to savings accounts in California State banks 
I 

upon which the representatives of th::> State ba.nks lay such great 

stress. It is obvious, therefore, th~t such safegUk~rds and restri~ 

tions are not the distinguishing ch&racteristics of the kind of 11 Savings ac-

counts" which Congress had most prominently in mind whe~ it enacted 

Section lS of the Federal Reserve Act~ 

I Jo not d0ny that Congress also had in mind State banks 

and trust companies 'nth ,;,3.-vinrcs :iepa.rtments, 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 in~~· 

stitutions. 

Mr. Elliott's brief contains the surprising statemant thatJ 

11 Th is discuss ion cannot be based upon the conditions surrounding !f.?-v-

ings accounts' in any other State or upon the general character of 

such deposits elsewhere, but rrust be predicated solely Uf-On an under-

standing of the distinctive character of •savings deposits' under the 

California "Bank Act." In this Mr. Elliott is J'Ilanifestly wrong. The 

question at issue depends, not upon any interpretation of the California 

Dank Act, but upon the proper interpretation of term "savin;.:;s accounts" 

as used in tht"' Federal Reservs .kt. ··::hen it enc .. cted the Federal Re-

serve Act Congress was not legislating for CF.1lifornia 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 State; but a 'croc..J class of accounts which are 

commonly known as savings accounts all over the country. This is 

too obvious to require any further argument. 

Much stress is laid on the fnct that the California Act 

provides that whenever there is a call by savings depositors for re­

payment of a greater amount than the bank may have disposable for 

that purpose, the directors or other officers of the bank must not 

make any new loan or investment of the funds of such depositors or 

of the ~arnings thereof until such excess of call has cGased. For 

the reasons set forth ~bove, it is not believed that this unique 

provision of the California law has any real bearing on the que£tion 

at issue. Furthermore, this provision wo1ud seem quite superfluous. 

It is nothing more than a corr.mon-sense rule which any banY..er 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 

81 

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 rrake loans to a hopelessly insolvent corporation. 

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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question whether or not a bank is insolvent under such circumstances, 

but even if it did ha'i.·e this effect it would not have any important 

bearing on the question now u1·1der consideration. 

Mr,. E:liott states the,t in compliance with a requirement of 

the State T'anlring !::epartment, the checks used by "special savings 

depositors" bear on their faces the \VOrds' nsubject to Rules Govern-

ing Special Savings .tcc01.mts 11 • ·-nne this renders such checks 

technically non-negotiable, it appears that in practice they circu-

late freely and are handled through the clearing houses like any 

,:;,rdinary comnercial checl:s. 

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 pr.ivilege rnay be withdrawn at the option of .the bank and 
that it will be w:i.thdrawn if checking against such an account 
becomes active. The termination by the bank of a special sav­
i.ng,§_acccunt i~_Ji;sue.lly by transfer to an ordinary comrrercial 
account ._ 11 

m :io.not quite see what Mr. Elliott was trying to prove by this state-

rnent, but to ~ mind it shows very clearly that these accounts resemble 

commercial 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 

Regulation D requirine; such deposits to be treated as dernan~j deposits 

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 deiTand deposits for the purpose of coillputing reserves. But it is 

said that national banks have no such accounts because savings deposits 

in national banks are not subjected by the National Bank Act to the 

same safeguards as are tnrovm abo"tLt savings deposits by the California 

Bank Act. T'c"ds (;eing t::ue, it is rranifest that it would be a dis-

crimination a:2:ainst natioJ:1.al banks to amend Regulation D so as to make 

a special exception favoring accounts ~.vhich meet the peculiar require­

ments of the California Bank Act •vhich cannot possibly be met by 

national banks. 

Lnother 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, however, this was directly contrary to the Board's ruling 

· on the subject and constituted a violation of t·he Board t s regulations 

and the terms of the Federal Reserve Act. It is ITanifestly absurd 

to argue that the Board's regulQtions ought to be amended because the 

parties desiring to see them amended have wilfully and consistently 

violated them. This is like a wan attempting to lift himself by his 

own boot-str.aps. 
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One of the arguments of policy advanced by the representative 

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 California may 

withdraw from the System rather than ~aintain the 'increased reserves.*** 

Un1er date of May 5, 1:313, Mr. Perrin addressed a lett.er to 

Governor Harding which contained the following statement: 

11 In the campaign upon ''lhich 1ve are entering to bring in 
California State banks as members, ;;re :may find it an important 
obstacle if 'special savingsr deposits are held to be demand 
deposits and whether it will prove an insuperable obstacle in 
ma.ey 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 mandatory 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 rrray deter some of your 
State b~ from joining the System just as it ~ade certain State 
institutions in Hew 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 question the Board's juris-

diction "to deny their character to deposits which comply with all the 

re-quirements 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 9 of the Federal Reserve Act to the effect that, "Subject to 

the provisions of this Act and to the regulations of the Board made 

pursuant thereto, any bank becoming a member of the Federal Reserve 

S~stem 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 createdr and shall 

be entitled to all privileges of member banks''. and argue that 

it is open to serious <Festion whether the Boar:i can by regulation 

prescribe a definition of savings accounts 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, hcwever. is 

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

t~e Federal Reserve Act? and no right derived from State law is in­

volved. If the State banks had-any right (which they have not) to 

· treat so-called special savings deposits as savings accounts for the 

purpose of_ computing reserves, such right would be derived from the 

. terms of Section 19 of the Fede.ral Reserve Act and not from any provi-

sion of the.State law. The Board 1 s regulations do not purpo;t to 
• 

. say that S'l.}.ch deposits are not "savings deposits" within the meaning 

of the California Bank Act but merely that they are not nsavings 

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 denlf to State banks the 

C5 
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right to waintain such accounts; and, even if it did, it would be 

excepted from the above restriction of Section 3 by the plain terms 

of the words underlined. 

Both Mr. McAdoo 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 lrJI:jt withdra,lll'als, and to that extent I agree with 

them~ ~r. Elliott argues f~rtner 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 v1tal bearing on the frequency of withdrawals, 

because it prevents the accounts involved from becoming mere checking 

accounts which everyone admits are subject to more frequent withdrawals 

than strictly savings accounts, and this directly affeets the bank1 s 

ability to meet withdraVJals. 

Mt. 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 depo~·its is limited and restricted by law 

in special ways as compared with the powers of a comnercial uank. 

While this may be true in one sense • thie distinction has no direct 

relation to the amount of ~e~es which should be ro4intained against 

savings deposits. It bfs not nearly such an important bearing on the 

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

only upon the presentation of the pass book. 

Mr. McAdoo continues this line of argument as follows~ 

11The ~rue test of a Savings Deposit is therefore whether 
or not the deposit is made in an institution which is subject · 
to the requireme11ts and restrictions placed by law on savings 
banks and which, in conse~1ence, 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 .l"equirernents of Regulation ,.D'*u 
which requi'red both presentation of pass book and notice of with­
dravoral, such a deposit 1M:lu.l.d still not be a 'Savings Deposit 1be_­
cause not subject t~ the protection and guarantees with which the 
law su.rrounds the relation between a savings bank and its deposit­
ors." 

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

deposits" as u.yd in the O:l.l1fornia Bank .Act, it cannot be true as to 

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

serve Jet 1 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 19 of the Federal Reserve 

Act) could not have any savings accounts. 

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

of Saction 13 "savings accounts" are to be considered as "time deposits" 

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

fore paymentn, whereas other time deposits must be 11payable after 

thirty days". I:e says, "all that is reCJ.uired is that the savings bank 

should reserve to itself the right a.b any time to insist upon such 
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pe:::-.i.o<i. of notice and to postpone payment until its expiration" and that 

11other accounts are to be treated as 1time deposits' only where there 

is a flat postponement of payment for thirty days or more. 11 He then argues 

that this distinction between time deposits and savings accounts rests 

on the fact the,t the laws governing the operations of savings banks limit 

the power of withdrawal by depositors in such a ·vay as to throw around 

funds of the savings ba.>1k, even 1··:hel'e no nctica of ~~.rithdrawal is actually 

required, a protection ":hich tb::J fu:1Js of a corm:ercial bank do not enjoy. 

lie illustrates this by refsr:mce to a number of peculiar provisions of 

the California Bank Let. He s".l<'!IS up this argwnent \•.rith the statement 

that "It, therefore, oeems to follow that the words'Savings Accounts' 

as used in Section 19 of the Federal Res.;;rve Act, mean nothing more 

than 1acco'Ul'lts in savings ban,k. 111 This argument also is open to the 

objection that it is entirely iQapplicable to savings accounts in 

national banks, and if Mr. r-1cAdoo 1 s view were a a:epted it would be 

impossible for national b~riks t·o Ir.aintain savings accounts within the 

meaning of Section 13 of the Federal Reserve .Act, which right they have 

e;{ercised for years without question. 

Mr. ¥cAdoo contends that Regulation D adds some additional 

requirements to those prescribed by Section 1~ and questions the Board's 

right to Chaqr,e the meanin~ of Section 19 by regulation. I agree with 

him that the Board has no right to enact a regulation whiCh is inconsistent 

with the plain_terms of tha .ll.ct, but I b3lieve that the Board's Regu­

lation D is nothing more than a reasonable interpretation of the mean-
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ing of the Act, and that that part of it which defines "savings accounts" 

is entirely consistent with the language and }lhilosophy of the Act and 

the intent of Con,Q;ress in enacting it. Furthermore, I am of the opinion 

that any attempt on the part of the Boar:l 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 saving::. deposits", v.,rhich are 

in rea"jl!j,y specially pnvile[;ed. ch"-cl:in:· accounts, wo.uld be inconsist-

ent with the law and, therefore, ~.\·ould b;:J 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 ~ a court as indicating the proper construction of that term as 

used in the Federal Reserve Act. 

"It is a rule, announced by the 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 gr.:~~t 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 n. 
(Black, Interpretation of Laws, Second Edit ion, J? 301.) 
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CONCLUSION. 

In conclusion, I am of the opinion that! 

1. The Federal Reserve Board did not exceed its powers when 

~t prescribed 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 

a 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-

co .._,, 

cate of deposit or similar receipt to be classified as "savings accounts" 
t, 

for the purpose of computing reserves. 

3· The s"O ... called "special savings deposits 11 of California banks 

cannot properly be, considered "savings accounts" within the meaning of Sec-

tion 19 of the Federal Reserve Act, not only because they are subject to 

withdra~l without the presentation of the pass book but also because they 

are checking ac.counts and differ essentially from that class of accounts 

which is generally known and recognized as savings accounts. 

4. Such deposits must be classified as demand deposits in 

computing the reserves to be ~Aintained under the terms of Section 19, 

because they are essentially checking nccountsj and the Board would fail 

in the performance of its duty if it permitted only 3~ reserves to be main-

taiued against them. 
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5· The only ~anner in which such deposits can legally be 

made subject to 3~ reserves without changing the terms on which they· 

are received is by an amendment to the law. 

Respectfully submitted, 

(Signed) 1Yalter VTya.tt 

General Counsel. 

£1 
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Mr. M. G. Wallace, Counsel t 
Fecleral Reserve Ba.nli of Richmond J 

Richmond, Virginia. · · 

Dear Mr. \Tallo.ce: 

X-3613 

January 9, 1923. · 

Please accept my thanks fo.r your latter of December 
·29 containing your views ·.~·i th refereltlce to the letter ad.:iressed 
to me under date of December 15 by M+. E. B~ Stroud, Jr., 
Office Counsel to the Federal R2.serve1 B;;.nk of Dallas. 

I have read your latta r ~·:itl\ much interest, a.nd1 

while I have been preventei by great prassure of work from 
making aDJ investigation of the subjec;, I a~ ~thir inclined 
to agree with your suggestion tha.t if ~· customer. deposits a 
check in a bank whiqh forwards it to at1~ther bank for collec­
tion, the right of the customer to aue ~he second., bank depends 
upon the relationship be~·,een hirr.self a.rt4 the fir~t bank, and 
that relationship is deter~ined by the law of the ~tate tn 
which the first bank ia loc~'.ted. It seems to me ·that the 
question whether the so-called New York rule, or th~ so ... called 
Ma.ssadlUsetts rule, is to apply de~ends upon which ~nterpre~­
tion is plac.ed upon the contract entered into between the first 
bank and its depositor. .. lt is a. general principle .pplicable 
in cases involving confliqts of laws that a contract'is to be 
construed in accordance with the lex loci contractus,.·· which, 
in this case, ·.vould be the law of the State in which the first 
bank is loca.ted. · .As indicate:i abova, ho•vever 1 this is rr..ere-
ly rey :off-hand impression and is .not to be taken as a ,:l.&finita 
opinion. 

I am very glad that you find our practice of .jis­
tributing reports on cases of general interest to the Federal 
Reserve System to be of some assistance. 

' '· 

Very truly yours, 

(Signed) ":'.'alter ~a.tt 

General Counsel. 
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COPY 
Federal Reserve :Bank 

of Richmond. 

Mr. ~alter ~yatt, General Counsel, 
Federal Reserve Beard, 
~ashington, D. C.,. 

My deat' Mr .. "'ya.tt. 

December 29, 1322. 

I have your letter of December 2Sth enclosing the in­
teresting letter of Mr. E. B. Stroud~ Jr., Office Counsel to the 
Federa~ Reserve Bank of Dallas. 'l'he ~int presente1 is certainly 
a striking one. The so-called Massachusetts and New York rules 
are always breeding troUble, and I heartily a~prove of the sugges­
tion· of Mr. Stroud that a uniforrr.. circular should be adopted, but 
I incline to think that it would be wise to iefer this circular 
until the several oases now pending involving collections have 
been decided, in order that the circular rmy be drawn in the 
light of the decisions. 

It seems to me that in Mr. Stroud's case the court in 
Dalla~::; erred. I should say thE,t the right of the original depositor 
to sue a remote agent should be determined not by the law of the 
state in whiCh the remote agent i~ located, but by the law of the 
state in which the original deposit was made. The theory upon 
which the courts deny the right of the original depositor to sue 
the remote agent in tho:;;e 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 that sub-contractors are not 
liable to the person who contracts with a. general cvnt~~tor. 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 ~as originally deposited is a mere forwarding agent authorized 
to appoint sub..a.gents, who tl'»ecome the agents of and are responsible 
to the pri~ipal. 

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 right of the customer to sue the second bank 
depends upon the rel:ationshi~: between himself and the first bank, 
and that relationship is determined by the la~:.r of the state in which 
the first bank is located. If. un:ier the law of that state, the 
first bank was an independent contractor, the customer conld not 
sue.. If, under the law of that state, the first bank was a for-
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warding agent, the customer could sue. 

It has alway3 seemed. to me that the books upon the subject 
lay too rmch stress upon the so-called Ne\': Yor}- rule and the so­
called Massachusetts rule. They are not really rules of law a.t 
all, but are merely rules of construction which the courts apply 
to the contract betvreen a bank and its depositor when the parties 
have not by express provision rr.ade clear the exo.•ct 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. Strou1 an action cauld be brought against the 
Federal Reserve Bank" of Dallas in the name of the member bank 
which sent the check for the use of its depositor. 

In the case of Malloy Bros. v. Federal Reserve Bank of. 
Richmond I a~ ~ing the point that this suit could not be main­
tained by Malloy Bros. directly ag&inst the Federal Reserve Bankj 
but, as you will see from the above, I do not think my ovm point 
is a strong one, and l ha.ve little ho;e of getting the court to 
go further than to hold that the suit rrey be brought by Malloy 
Bros., but that when so brought it is open to every defense or 
e:{cuse which could be urgel against the membsr bank which sent us 
the check. 

I thank you for sending me thi3 letter from Mr. Stroud, 
and I hope that you '\'ill continue the very helpful practice of 
distributiri? to counsel for the various b~ks 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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The Governor, 

TBE.ti.SURY DE:P.-.RT~:I:E:.iT 

Office of the Secretary 
W..a.SHiliGTOl. 

X-3615 

January 8~ 1923. 

Federal Reserve Board. 

Sir: 

You are advised t~t the Department has referred to the General ~ccaunt­
ing Office, Treasury Department Division, fer settlement, the account of the 
Bureau ef Engraving and Printing for preparing Federal Reserve nvtes during 
the period December 1 to December 31, 1922, wnJunting to ~140,419.70,as follows: 

Federal Reserve Notes 1914 

.:&. $10 .$20 Total 
Bvstun . . . . . • 227,000 261,000 488,000 
1;ew York • . . . • . • . . 225,000 290,000 175,000 690,000 
Philadelphia . . . . . 239,000 18,000 257,000 
Cleveland 25,000 25,000 50,000 
Richmond . . . . . . . • 38,000 38,000 
i..tlanta . . 200,000 71,000 38,000 309,000 
St. Loui~ . . . . . . . . • 175,000 75,000 32,000 282,000 
Llinneapol ill\ 77,000 25,000 15,000 117,000 
Kansas City . . . . . . . 90,000 90,000 
Dallas . . . . . . . 125,000 13,000 38,000 176,000 
San Francisco. . . . . . . . 175z000 631000 50,000 2881000 

1,571,000 841,000 373,000 2,785,000 

2,'185,000 $heets at ijji50.42 . . . . . . ~140,419.70 
The charges against the several Federal Reb~rve aanks ate as foliows: 

Sheets 
Bost~n •.••••••• 498,000 
Uew York • • • • . • • 690,000 
Philadelphia ••• 257,000 
Cleveland...... 50~000 
:Richmond........ 38,000 
Atlanta •••.••.• 309,000 
St. Louis •.•••• 2~2,000 
Minneapolis •••• 117,000 
Kansas City.... 90,000 
Dallas •••..•••• 176,000 
San Francisco ••• ~,OOQ. 

2,785,000 

Com?!n- Slate Inc .Com-
satiun Printing Haterials pensation T:>tal 

$9,237.4.4 ~ 7,783".60 *' 6,202.48 ~ 2,361.44 $ 24,604.96 
11,647.20 11,005.50 8,769.90 3,367.20 34,789.80 
4,338.16 4,099.15 3,266.47 1,254.16 12,957.94 

844,00 797.50 635.50 244.00 2,521.00 
641.44 606.10 4R2.98 185.44 1,915.96 

5,215.92 4,926.55 3,927.39 1,50~.92 15,579.78 
4,760.16 4,497.90 3,564.22 1,376.16 14,218.44 
1,974.96 1,866.15 1,467.07 570.96 5,899.14 
1,519.20 1,435.50 1,143.90 439.20 4,537.80 
2,970,68 2,607.20. 2,236.96 856.86 8,873.92 

~661,44. 4,593.60 ~.660.48 1,405.44 14,520.96 
47,010.60 44,420.75 35,397.35 13,590.80 140,419.70 

The Bureau appropriations will be reimbursed in the above amount from the 
indef'ini te a.ppropriat ion "Preparatbn and Issue of Federal Reserve l~ otes, Reim­
bursable", and it is requested that you!' Board cause sueh indefinite appropria­
tion to be reimbursed in like amount. 

Respect:f'Ully, 
(Signed} w. s. Broughton, 

Commissioner. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3616 
Jan-p.ary 13, 1923 • 

SU13J"SCT: Expensa lVI.ain Line, Leased Wire System, Decamber, 1922. 

Dear Sir: 

Enclosed her.ewith you ·rvill find two mimeograph · 
statements, X-3616a and X-3616b, covering in detail opara­
tions of the main line, Leased Wire System, during the 
month of December, 1922• 

Please cradi t the amount payable by your bank in 
the general account, Treasurer, U. s. , on your books,. and 
issue C/D Form l, National :Banks, for account of "Salaries 
a.."ld Expenses, Federal Reserve :Board, Special Fund", Leased 
Wire System, sendin5 duplicate C/D to Federal Reserve :Board. 

Very truly yours, 

Fiscal Agent. 

(Enclosure) 

TO GOYEBNORS OF ALL BANKS EXCEPT CHICAGO 

l -~ . ' 
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From 

REPORT SHOWING CLASSIFICATION AND NUMBER OF WORDS 
TRANSMITTED OVER MAIN LINE OF THE FEDERAL RESERVE 

LEASED WIBE SYSTEM FOR THE MONTH OF DECETviBER, 1922. 

Per cent of 
Total Bank 

Balli: Business 3usiness(*) 

Treasury 
Dept. 
Business 

War 
Finance Corp, 
Business Total 

-----------------------------------------------------------------------------------
Boston 34,067 2.Cj2 14,809 
New York 221 ,185 18.93 25,06? 
Fb.ilacie lphia 57,254 4.90 14,305 
Clevaland 87,023 7·45 17,735 
Richmond 69,094 5·91 11,824 
Atlanta 66,138 5.66 16-,193 
Chicago 162,921 13·94 18,279 
St. Louis 90,482 7·74 17,794 

48,876 
14 246,264 

71,559 
21 104,779 

80,918 
246 82;577 

181_,200 
- 108,276 

Minneapolis 47,261 . 4.05 12,224 46 59,531 
Kansas ·City 90,978 7·79 17,835 
Dallas 83,365 7.14 10,213 

20 108,833 
90 93,668 

San Fr-ancisco 158.599 !.1:.21. )0,259 188,858 

Total F. R. 
Banks·· .. 1,168,367 206,53~ 437 1,375,339 

Washington 320,307 100.00 275,736 )23 596,36b 

Grand Total l,4es,674 482,271 760 1,971,705 

Per cant of tntal 75·50% 24.467? 0 .04~6 

Bank Business 1,488,674 words or 75·?37o 
Treasury 48?,271 II II 24.47?o 

TOTAL . 1,970,945 lOO.OOp 

(*) Tnesd p~rcentabas used in calculating the 
pro rata share of leased wire expenses as 
shown on the accomp~ying statement (X-3616b) 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C. 

JANUARY 13, 1923. 

• 
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• 
BE:i?ORT OF EXPKJS~ 

NLUN LINE 
:<'FDER'~L F.ESERVE LEASED WIRE SYST~~M D::::CENiBER, 1922. 

-------------------------------------------------------------------------------------------------------------------------

Poston 
New Yor·t 
lh.i.lacie}.phia 
C1GV8laY~d 

Richmond 
Atlanta 
C'hicago 
S t . I eLl j_ s 
I,Iinneapol is 
I:aY1.sas C~i ty 
:I!.::~llaa 

-'3s.n ~:rancisco 

F0d. B.es. Joard 

Operators' 
Sa] aries 

$ 2')0.00 
1,?.92·72 

225.00 
366.oo 
;.os .oc 
24c.co 

(#)4,727·35 
200.00 
2.75 ,(;Q 

-326. ';'4 
l70.GC 
3'35·00 

Operators' 
Overtime 

$ 6.uo 
39·00 

6.oo 

Wire 
Rental 

16,993·66 

Total 
Expense 

$ 2::;6.oo 
1,331·72 

22:_).00 
366.oo 
305.00 
240.00 

4,733·35 
2JO,CO 
27').00 
336.y: 
170.00 
395.0u 

16,993·06 

Pro rata 
Share of 
Total 
Expensa 

$ 662.81 
4,296 '9~ 
1 ,l:i2.26 
l ,ti91.08 
l ,341--52 
1,264.77 
3.164.2~ 
1,756,91 

919.31 
1,763.26 
1,62:J.72 
),030.27 

Credits 

$ 256.oo 
1,331·72 

225.00 
366.00 
305.00 
240.00 

4, 733·3~) 
200.0C 
275-CO 
336.32 
170.oc 
395·00 

Payable to 
Faciera1 
R.::~serve 

Board 

$ 4o6.sn 
2,965.22 

387.26 
1,325.08 
1,036·52 
1 1 044~77 

(*)1,569.10 
1,556·91 

644.31 
1 ,431.94 
1,450·72 
2,6gj.27 

------------------------------------------------------------------~---------------------------·---------------------------

T'C/i'AL $8,773·01 $b0.38 <} 6 -'ll ,993 .gb 

(#) Includes salaries of Washington Operators. 
(&) Arr.oun t rB imb-;_1rsable to Chicae;o. 
(*)' c redi t. 

$25,827.25 
(a)j.l26.1J 
$22,699,io 

(a) Received $3,100.00 from Traasury Dept. and $28.15 from War Finance Corp. 
covering business for months of December and November, 1922, respectively. 

FEDH:EJL HESEEVE :30Al1:D , 
Wt.SHINGTON, D. c. 
Jl\NTJ' E.Y' 13 I 1923. 

$B,Z33·39 $15,434.81 
(&)1,269.10 
$13,36:).71 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3620 

January 19. 1923. 

SUBJECT: Sarvicas rendered by, and Salaries paid to, 
Counsel of Federal Reserve Banks. 

Dear Sir: 

The F~deral Reserve BoarQ desires to obtain complete 
information with refarence to the arran~ement entered into 
by the various Federal Reserve Banks for legal services, and 
the salaries, fees, and other compensation paid for such ser­
vices. To this end, you are requested to furnish the Board 
with a complete explanJtion of the arrangements entered into 
by your bank for ::mch services, and especially as to the follow­
ing details: 

{1) What counsel, as_,istant counsel, office counsel or 
law clerks are employed or retained by the bank? 

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

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

(4) Vfuat salaries, fees or retainers are paiu to each of 
them? 

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

(6) Does the re6Ular compen::>ation paid them cover all 
services which they may be called upon to ren~er, 
or are they paid additional fees for extraordinary 
services such as the trial of important cases? 

(7) Are their offices in the Federal Reserve Bar~ build­
in5, and, if not, uoes the bank pay any part of 
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thclir office 0xpensas? 

(8) Furnish tha Board with a statement of all moneys paid 
for le~Sal services durin~ the year 1922. 

A prompt raply is requested. 

TO CHAIRMEN OF ALL 
FEDERAL RESERVE B;,.NKS. 

By order of the Fedaral Reserve Board. 

Very truly yours. 

Wm. W. Roxton, 
Secretary. 

too 
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FEDERAL RESERVE BANK 

OF DALLAS 
X-3621 

January 13, 1923. 

Federal Reserve Board, 
Washington, D. c. 

Gentlemen: Attantion Mr. Wal tar Wyatt. Counsel 

I have your letter of January 10 anclosin~ copy of X 
letters 3613. ! noto that in thd latter aduras~ad to you by 
Mr. Wallace of ~ate December 29, Mr. Wallace axpres6es the opinion 
that the Dallas Court erred in tha case which I called to your 
attention, because 11 tha ri~t of the oti6 inal depositor to sue a 
remota a 6 ent should be determined not by the law of the state in 
which the remota agent is located, but by the law of the state in 
which the original deposit was made." I also observe from your 
letter of January 9 addressed to Mr. i7allac3 that you ara inclined 
to agree with this view. 

T.his very point was raised by the opposing Counsel of 
the Dallas case and we ar6ued th~ matter at som3 lensth. I think 
the propo~ition made by Mr. Wallace i~ 6ound, providin6 the law of 
the State in which the original deposit was rnad.d is a positiva or 
statutory law, unless, of course, this would be effected by the 
terms of tb~ Federal Reserve Act~ If there is no statutory law, 
and it is a question of ~enaral comrrlercial law, or tha common law; 
that is, if tha Court is frea to apply aither th3 so-called Massa­
chusetts rula or the so-called N~n York rulJ, then I am of the 
opinion that each Court Nill hold that thJre is but one common law, 
and that its interpretation of that comllion law is the correct in­
terpretation. In oth~r words, it is my understanding that Courts 
will follo v the Courts of sister States where thosa Courts are in­
terpreting tha positive of statutory laN of the sister State, but 
when arrivin& at tha common law each Court wi~l ass~ that its 
interpretation of th3 common law is tha correct interpretation, the 
interpretation of Court~ of sister Stat2G to the contrary not­
withstanding. In this connection I call your attention to the 
following list of authorities: 

St. Nicholas Bank vs State National E~~, 
13 L. R. A., 241. 

Faulkner vs Bart, 82 N. Y-, 4l3· 
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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 

Commarca, 139 S. W., 665. 
Liverpool St~amship Co. vs Phanix Insuranca 

Company, 129 U. S., 397· 

X-3621 

As I hav~ praviously advisJd you, wa hava a suit pcnd­
"int_. in tha District Court of tha Unitdd States at El Paso, in vmich 
we have raised this qudstion, and I will advise you of the outcome 
of thi~ case, and will also furnish you with any briefs that may 
b~ fil~. 

Vdry truly yours, 

(Si~n~d) E. B. Stroud, Jr. 

Offica Counsal. 
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FEDERAL RESERVE BOARD 

STATEMENT FOR THE PRESS. 

For release in afternoon papers, 
Friday, February 2, 1923. 

CONDITION OF THE ACCEPTANCE I~ET 

DECEMl3ER 15 to JANOARY 15, 1923. 

~'t"'3 ~'vt 

According to the reports received by the Federal Reserve 

Board from the Federal Res3rve Banks in the v~rious Districts, the 

acceptance market durin6 the period un~ar review showed an increased 

' 
activity over the period from November 15 to December 15. Year-end 

held by banks to stren~;then their first of the teat positidn helped 

the demand. Rates remained fairly steady, with some indications of 

sli~t declines toward the end of the present period. 

In District No. 2 (New York) a lively demand was in ~vidence 

throughout the period and a tradin6 market was developed to a large 

extent. As the year drew to a close dealers' purchases increased 

substantially beyond their sales with the result that the aggregate 

portfolios advanced from about $37,000,000 on December 16 to approxi-

mately $47.000,000 at th3 close of the year. However, an easing 

of money and a stronr; investment demand resulted in a decline in 

dealers portfolios to around $Jl,OOO,OOO on January 13· D~strict 

No. l (Eoston) reports a limited su:t.:j_Jly of bills throughout the 

period. Thd demand was libht a.t thd bet;;innine;; of the period, but 
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by the end of the year had increased to an aAcellent volume from out-

side the District. This was followed in January by a good demand. 

from both local investors and country banks. The portfolios of the 

dealers wc.re depleted to some extent and. the holdings of the Federal 

Reserve Bank of Boston were reduced from $27,000,000 to $19,000,000. 

In Districts No. 3 (Philadelphia), No. 7 (Chicago), and 

No. 10 (ICansas City) the supply of bill3 was only fair but was accom­

~anied by a good dewand. District No. 4 (Cleveland) reports the ' 

market has continued ~ractically station~y with some slight increase 

in the demand and a lirrJ. ted suHlY of bills, while the aggregate of 

domestic acce~tances executed in District No. 6 (Atlanta) for the 

month of December was $4,175,550 as compared with $4,200,120 in 

November. District No. 11 (Dallas) reports an increase in the 

volume of bills executed and in District No. 12 (San Francisco) a 

generally stronG tone has characterized the warket. 

The bulk of accertancas in District No. 2 (New York) w.:;re 

based u~on the following cowmoditi~s, in order of their importance -

,;rain, cotton, silk, dollar exchan~e, and coffae. In addition, 

bills were drawn in other Districts a.r_,ainst su;;ar, wool, hides 

and leather, raisins, rr~ats, iron, rubber, tobacco, co~per, furs, 

auto tires, a 6 ricultural implements, canned ;;oods, tire fabric, 

paints, and varnishes. 

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

demand for short maturities throu)l.out the pdriod, but bills gen-
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;;rally did not move very fr8ely U":J.tiJ. after tha turn of th..; y:;ar 

wnan a brisk demand devdoped. Dist:dct No. 1 (Joston) reports tha 

best demand for short hills. I11 Di~ tr5.cT; No 12 (San Francisco) 

the distribution of rr:.aturi.tL~s of tha bills marketed [or the last two 

periods has baen as fo1loNs: 

De r.em1-1-e r 15 November 15 
to J 8,!1U.C:.l' ,if 15 to Dc~ember 15 

30-days 10 iJer Gent 12 per cant 
60-ciays 29 It II 36 n II 

90-days 57 f) II 44 II II 

120-days 3·5 11 n 2 II II 

150-days ·5 II II 6 II II 

Rates on prime bills in tha various districts were as follows: 

Ratss on Prime Bills 

Range durinc; period Close 
Maturity Bid offared Bid Offer ad 

30-day 4-1/8 4 4-l/8 4 
District 60-day II II " II 

No.1 90-day II II II If 

_jBoston) 120-day 1t II II II 

150-day 11 II fl II 

180-day II It II II 

30-ciay 4-l/8 4 4-1/8 4 
District 60-day II II II II 

No. 2 90-day fl ll II 11 

(New York) 120-day 4-l/3 -4-l/4 4-4-1/3 4-l/2 - 4-l/4 4 - 4-l/8 
150-day 11 II II II 

130-day 4-l/2-4-3/S 4-1/8 - 4-1/4 4-3/8 - 4-1/2 4 - 4-1/4 

30-day 4-1/s-4-1/4 4 4-l/8 4 
District 60-day n It If " No. 3 90-day n II II II 

(Philadalphia) 120-day 4-l/s-4-3/3 4-4-1/8 4-l/3 - 4-l/4 4 - 4-l/G 
150-d.ay 4-l/4-4-3/8 4-4-l/4 4~1/8 - 4-3/3 4 - 4-l/4 
130-day 4-1/4-4-5/8 II 4-1/8 4-1/2 II 
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Rang2 during period Clos0 
Maturity :Bid Offered Bid Offered. 

30-day 4-l/3 4 4-1/3 4 
District 60-day II II II " No. 4 90-day II It It II 

( Clev aland) 120-day 11 II II II 

150-day II " II II 

180-da;)' " II , II 11 

30-day 4-1/S 4 4-1/3 4 
District 60-day II II II " No.7 90-day II II II II 

( C'nicago) 120-day 4-1/3 - 4-1/4 4 - 4-1/3 4-1/3 - 4-1/4 4 - 4-1/S 
150-day 4-1/4 - 4-1/2 4 - 4-1/4 4-1/4 - 4-1/2 4 - 4-"J./4 
130-day II 4-l/3 - 4-1/4 " 4-1/8 - 4-l/4 
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FEDERAL RESERVE :BOARD 

STATEMENT J0:1 THE PRESS 

For relaase in Morning Papers, 
Thursday, February 1, 1923. 

The following is a s~~nary of general busin0ss 
and financial conditions throut.hout tha several 
Faderal Reserve Districts during the month of 
January, as contained in the forthcoming issue 
of the F0deral Rasarva Jullatin. 

Production and prices remained. relatively constant in 

December while trade and ~edit showed the usual increases in the 

holiday season followad by declines in January. 

n1e index of production in basic industries, after rising 

rapidly since last Au6ust, showed a sli~t recession in Decembar 1 

thoue]l production was maintained at a level n0ar tha peak of 1920. 

The output of pie iron and coal continued to increase, but the pro-

duction of certain oth~r commodities ·particularly of cotton textiles 

and flour, showed decline. In southern districts the building in-

dustry continued active and in ~arts of the country .much new con-

struction was projected. 

Railroad traffic continued heavier than a year a~o, though 

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

cars partially relieved frei~t congestion. 
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Employment in industrial astablishments rnada a further advance 

in Decemb~r, accompanied by wag~ incraas~s in certain industries. Some 

shortage of labor in the easturn districts was still reported, but in 

Pacific states a substantial surplus of unskilled labor was indicated. 

Tha ~naral level of wholesale prices remained unchanged in 

December. Arnone; various ~:.,roups of com."T.Odities the price tendencies 

of recent months were continu~d. ThG prices of farm products, cloth, 

chemicals and housefurnishin6s re6istered further ~ncreases, while 

fuel and metal prices continu~d to decline. 

During January a number of basic cammoditi~s advanced in 

pri'ce, and c9tton, rubber and lead rose to the highest points since 

1920. 

Wholesale trade in most reporting lines showed a seasonal 

decline in December, but was considerably larber 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 reportin6 stores during December reaChed the largest 

voluae in the last 4 years. 

Dividend and interest l~yments and the disbursement of 

Gover~nt funds in connection with the redemption of Victory notes 

and War Savinbs Certificates, tobather with the usual decline in the 

demand for currency after the holiday season, v~ra attended by a 

larGe increase in the volume of new security issues and by somewhat 

easier money conditions. Open market·commercial paper rates in 
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financial centers which wcra 4t to l~! per cent in December, d.ecl ined 

to 4! and 4~ per cent, raspactivaly, in January. 

Mernb~r banks in leading cities reported an increase in 
was 

demand deposits, an important factor in 'Nhich/ the usual seasonal 

flow of funds from country districts to financial centers. While 

the volume of loans on stoCks and bonds decreased in tha first two 

weeks in January thJra was a somewhat larger increasa in tha invest-

ments ownad by the banks. 

At the Federal Reserve Banks tha principal Change between · 

December 20 and January 24 was a reduction of $230,000,000 in Federal 

reserva nota circulation caused by the seasonal decline in currency 

requirements. Reserves increased $65,000,000 while earning assets 

declined $171,000,000. ~1ase c~~gas are similar to devalopments 

in the same period a year ago, althou&~ tha decline in earning assets 

was less than last year. 

• 

1C9 
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FEDERAL RESERVE BOARD 

WASHINGTON 

January 27, 1923. 

SUBJECT: Senat~ Resolution 335· 

Dear Sir: 

For the information of the officers of 
your bank, there have been sent to you today, under 
separate cover, ten copies of Senate Document No. 
291, which is the reply made by th0 F.:;;deral Reserve 
Board to Senate Resolution No. 335, calling upon the 
Board to furnish the Senate with certain information 
with r~spect to those member banks in the Atlanta, 
St. Lou. is, Kansas City and Da.llas Districts, whose 
borrowinbs were subject to pro6Tessive rates running 
up to or above 10 per cent. 

Very truly yours, 

TO THE GOVERNORS OF ALL 
FEDERAL RESERVE ll.ANKS. 

Actin6 Governor. 

:l10 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3626 

January 31, 1923. 

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

Dear Sir: 

111 

Under date of Novamber 17, 1922, the Joard addressed a circular 
lettar (X-3566) to the Governors and Chairmen of all Federal Reserve 
3anks su56estinb that, in order to obtain unity of policy and coordination 
of action in the conduct of all cases growin~ out of the pa~ clearance 
controversy, all Federal Rasarve Ranks employ Honorable John W. Davis as 
special counsel in all such casas to direct the conduct of such litigation 
by local counsel and to participate actively in the trial of each case to 
such ~xtent as he deems advisable, the expenses of his employment to be 
borne pro rata by all the 'Federal Reserve :Sanks. The ::Joard has now 
received replies from all the F.:Jderal Raserve ::Janks aF~.~roving of the em­
ployment of Mr. Davis in this capacity, and it is understood that each 
Federal Reserve :Sank 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 broucht against it in the future. Of course, it is under­
stood that the Federal Reserve l!anks will not dispense 'Nith the services 
of their regular counsel or of any special counsel whom they have retained 
or desire to retain in such casas, 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 invi-te him to participate actively in the trial of each 
case to such extent as he deems advisable. 

In compensating Mr. Dayis for his services in this connection, 
the same practice will be followed as in connection with his err9loyment 
in the Atlanta case - i.e., after approving the fea charged by Mr. Davis 
in eaCh case the :Soard will authorize the Faderal Reserve ~ank which was 
a party to that case to pay such fee to rv1:r. Davis and will notify all of 
the other Fadaral Raserve :anks to remit to such bank their proportionate 
shares of such fee. 

By order of the Federal Raserve Board. 

Wm. w. Ho:cton 
Secretary. 

Chairmen of all Federal Reserve Eanks. 
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ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

X-3628 

112 

February 1, 1923. 

Dear Sir: 

The Federal Reserve Board has recently caused to 
be printed a limited number of copies of the Transcript of 
Stenographic Minut~s of the Conference with tha Federal Re­
serve Board of the Faderal Advisory Council and the Class A 
Directors of the Federal Reserve Banks, 'Nhich wa;:;;, held at 
Washington on May lS, 1920. 

The Board has instructed that a copy of this pam1ih-
1et be sent to all those who tbok 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 enclosing herewith a printed copy of the transcript referred 
to. 

Very truly yours, 

Wm. w. Hoxton, 
Secretary. 
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FEDERAL RESERVE BOARD 113 
WASHINGTON 

Fabruar~ 2, 19~3. 
X-3v29 

SUBJECT: Open Marl:et Purchase:;; b:,.· Federal Reser:e :Ban..l{s. 

Dear Sir: 

As the open market purchases 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-

for~ation from each Federal Reserve Bank as to ita policy 

in rr.aking open rrarket purchases whether of bankers accept-

ances or of Government securities. 

Yours vecy truly, 

Acting Governor. 

To all Chainr.en of Feder&l Reserve Ec:.nl's. 
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Federal 

OPERATIONS OF· THE DETROIT BRANCH OF'IHE FEDERAL RESERVE BMJ"f': OF Ct.iiCJ,GO 
AS COMPARED WITH OPERATIONS OF BRANCHES OF OTHER FEDERil.L RESERVE BANICS. 

Volume of Q:e_arations during 1922.- ::--:--~·1 ITaify· --- Member.=---- -------·-rcollat-3raljMail-numberclT--··-~·-·---
Chacks handleQ. I Currency II Volume II avarctge banks Cash land securi-l envelopes re- I numbl;)r 

.R<>serva 1 receipts of bills bill raserve hold:me;.s ~ti·ol'S. heLi ceived and di:a- of 
Branch I I and I discounted hoL.1ings depo::>i ts Dac. ~- 1 ~ · in c~~~c;1y pat<;-h_eei,quarte:r ;;mp1oy-

------~-N-~e~--l-~~-~-~-i-p-~-~~-~b~o~:~-~=t~-~-d=~~-~=~~g-~-D-3=~£,2=~~l-,_~_l_9_~_2_._~·-~-~-~_Jl·-e~~--~~-·--~-e_s __ 

Detroit 
Buffalo 
Cincinnati 
P1ttsliurgh 
Bal timora 
Bi rmingh3lll 
Jo.ck"'onvil1e 
No.si:,ville 
N::;wOrl.::ans 
Little Rock 
Loujsville 
!1~amphis 

Helena 
Den'!Jie r 
Oklahoma City 
Otnaha 
El Paso 
Houston 
Los Angeles 
Portland 
SaltLake City 
Seattle 
Spokane 

TOTAL 

10,763,000 
10,23'),000 
l3,bS7,0JO 
18,576,000 
14,953,000 

$2,686,428,000 $613,0o~,GJO 
2,193.517,000 321,897,000 
2,561,223,000 191,470,000 
4, 544,104,000. ~10", 7JJ ,000 

$~76,7)3,000 $13,395,000 $3J,73e,ooo ~:)6..043,000 :iG.,.J'-+3.000 163,274 153 
6os,163,000 l0,424,ooo 17,47l,ouo 22,Stj2,0GO 14,?:)7,000 12'7,776 125 

5,565,000 
3,306,000 
3, 773 ,OvO 
3.~34,000 
4.,.980,000 
7il03,000 
3.391,000 
2t930,000 
7 rt>93 ,000 

13 :u.z. 000 
9 il7i.,ooo 
2;506,000 
5,635,000 

2},710,000 
4,158,000 
5,312,000 
5.438,000 
3,2:)9,000 

163 ,017,000 

3 'l';t-,010 ,000 310 ,3:) 7,000. 331,760,000 
1,068,021,000 71,638,000 

542,707 ,OJO 61,229,000 
b38,657,000 60,083,000 
941,964,000 179,606,000 
549,934,000 54,536,000. 

1,067,7&0,000 181,41),000 
S71,204,ooo 106,157,000 
323,230,000 }2,b)2,COO 

1,197,550,000 6~,897,000 
1,)64,587,000 34,126,000 

193,639,000 
55,839,000 

409,6lj,OOO 
102,624,000 

28,370,000 
50,811,000 

1,195,296,000 49,236,000 94,089,000 
278,816,000 44,863,000 35,795,000 
921,693,000 70,~24,000 32,132,000 

3,164,944,000 363,777,000 77,339,000 
669,427,000. 66,753,000 59,173,000 
723,001 ,000 27,662,000 279,039 ,OC·O 
833,146,000 lll ,025,000 19,756 ,O·JO 
430,274,000 20,696,000 55,gl7,000 

31 ,818' ,513,000 .3 ,57 3'. 741 ,000 2, 941,917 .ooo 

* Data net available. 
#Figures as of Nov.erriber 29,1922. 

12 ,487 ,OJO 
4,473 ,O~JO 
4,533,000 
3,951),000 
7,439,000 
4,560,000 

9,559.000 
6,077,000 
3,226,000 
5,052,000 
3,540,000 

16.307,000 
273,000 

3,872,000 

5.,214,000 * .169,929 183 
2~,}81,000 31,148,0JO 177,969 221 

19,ll7J0,.)0 18,214,000 . * 173,904 174 

+--

l6,S3l,o::.;o 
),262,000 
9,418,000 
8,373,00:) 
5,960 ,O~iO 

15,092;000 

14,!)70,000 
3,464,000 

13,227 ,o;:,o, 
43,737,000. 
12,296,000 
9 ,OSl ,000: 

12,483 ,OGO 
6,123,00:J 

2,927,000 * 61,604 22 
2,139,000 * 6o',472 27 
2,461,000 * 54,754 34 
5,910,000 19,938,000 93.368 79 
4,483,000. 5,095,000 83,142 ~0 
6,427,000 18,624,000 108,795 83 
9,9~0,000 13,724,000 94,373 74 
1,599)000 21,378,000 110,017 62 
3,§07,000 28,957,090 1627,~06 91 
3.~80,000 1,626,0v0 l 3,o38 ~9 
3,135,000 20,677,000 200,550 128 
5,514,000 3,050,000 56,621 59 
3,747,000 9,263,000 87,46g 71 

17,629,000 #4,424,000 148,548 239 
5,212,000 . 5,589,000 95,735 ~o 
5 ,287,000 17,256 ,,)JO '37 ,284 179 
s,785,ooo 3,5sg,ooo 62,437 67 
5 '221 ~ 000 4 '515 1_.:::_00.:::...0::..-_ _,_7.."-6-L, 8::...:1'-"'9'--___ 6_.5'-. --

114,242,000 248,348,000 189~083,000 330,352,000 2,586,283 2,365 
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· FEDERAL RESERVE BOARD 

ADDRESS OFFICIAl. CORRESPONDENCE TO 

THE FEDERAl. RESERVE BOARD 

WASHINGTON 

X-3632 
February 13, l92J. 

SUEJECT: Expanse Main Lina, Leased Wire System, January, 192}. 

Dear Sir: 

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

Please credit the amount PS¥able by your bank in 
the general account, Treasurer, U. S., on your books, and 
issue C/D Form l, National .Banks, for account of "Salaries 
and Expenses, Federal Reserve Board, Special Fund", Leasad 
Wire System, sending duplicate C/D to Federal Raserve Board. 

Very truly yours, 

Fiscal Agent. 

(Enclosure) 

TO GOVERNORS OF ALL BANKS EXCEPT CHICAGO. 

1.15 
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REPORT SHO'.'iiNG CL.ASSIFI CATIO:J AiJD iruivfilER OF F!ORDS 
TRANSMITTED OVER r,1AIN I.INE OF THE FEDERAL RESERVE 

LEASED ':liRE SYSTENI FOR TEE MONT'"n OF JANUARY, 1923. 

From 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
.Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

Total F. R. 
Balli:s 

Washington 

Grand Total 

Par cent of 
Total Bank 

Bank Business BusinesQ(*) 

33,634 2.80 
222,703 10·53 
56,234 4.6s 
86,863 7·23 
69,764 5·81 
72,981 6.07 

172,212 14.33 
96,261 8.01 
46,490 3·37 
94,921 7·90 
84,904 7·07 

164,564 13-70 

1,201,531 

313,993 100.007; 

1,515,524 

Per cent of Total 78-06% 

Bank Business 1,515,524 words or 78 .087o 
Treasury 422,417 " !I 21.;12fo 

TOTAL 1,940,941 100 .oo?a 

Treasury 
Dept. 
Business 

12,065 
21,0<)4 
13,979 
19,481 
10,650 
13,477 
15,202 
14,936 
10,366 
14,948 
10,032 
26,063 

182 ,y.~ 3 

243,074 

42'),lH 7 

21.917b 

(*) Thase parc~ntagas used in calculating the 
pro rata share of leased wire expensas as 
shown on the accom:;_:anying statdr;,ant (X-3b32b) 

FEDERAL RESERVE BOARD, 
1i!T.ASHINGTON, D. c. 
FEBRUARY 13, 1923. 

War . 
Finance Corp. 
Business 

18 

71 

161 

lli 

594 

• • 

X-3632a 
116 

Total 

45,699 
243,797 
70,251 

106,378 
80,414 
86,458 

187,432 
111 ,247 
56,856 

109,869 
95,007 

190,627 

1,384,035 

557.500 

1 ,941,S35 
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' 
REPORT OF EXPENSE 

MAIN LINE 
FEDERAL RESERVE LEASED WIRE SYSTEM JANUARY, 1923 ~ 

Oparators 1 Operators• 
Name of Bank Salaries Overtime 

Wire 
Rental 

Total 
Expense 

Pro rata 
Share of 
'l'otal 
Expense 

X-3632b 
----------------~-------------

Credits · 

Payable· to 
Federal 
Reserve 
Board 

------------------------------------------------------------------------------------------------------------------------
Boston $ 250.00 $ 13.00 $ $ 26).00 $ 63?·79 
New York 1,309-14 l2-00 1,321.14 4,207-58 
Philadelphia 225.00 225.00 1,062.68 
C-leveland 366.oo 366.oo 1,641.71 
Ri chrr.-o nd 315.00 315.00 1,319·27 
.Atlanta 240.00 240.00 .. 1,376·31 
Chicago (/1=)4,683·86 7·00 4,690·86 3,253·89 
St. Louis 205.00 12.23 217·23 1,818·32 
Minneapolis 275·00 275-00 878·76 
Kansas City 336.64 16.25 3?2·89 1,793·84 
Dallas 170.00 . 75 170·75 1,605·37 
San :trancisco 395·00 395·00 3,Ho.84 

Fed. Res. Board 16,988.43 16., 988 .4} 

TOTAL $61.2} 

(#) Includes salaries of Washington Operators. 
(&) Amount reimbursa;.ble to Chicago. 
(*) Credit. . 
(a) Received $3,100.00 frcm Treasury Dept. and $13.44 from War Finance Corp. 

$ 26}.00 
1,321.14 

225.00 
}66.oo 
315·00 
240.00 

4,69o.s6 
217.23 
275·00 
352.89 
170·75 
395-00 

covering business for the mcnths of January, 1923 and December. 1922, raspectively. 

FEDERAL RESERVE BOARD, 
T;1T.ASHINGTON J D. c. 
FEBRUARY 13, 1923. 

$ 372·79 
2,836.44 

837-68 
1,275·71 
1,004.27 
1,13S·31 

(*)1,436·97 
1,601·59 

60}.76 
1,440.95 
1,434.62 
2,715.84 
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ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD. 

WASHINGTON 

118 

x-3633 

February 13, 1923 · 

SUBJECT: Economy and E~ficiency. 

Dear Sir: 

There is oein6 forwarded to-day a lettar of instructions, 
together with a form of queationnaire, to your Group representatives 
appointed at a Conf arence of tr1e Board 1 s Comm::. ttee on Economy and 
Efficiency with the Chairman of the Procedure Committee of the 
various banks held in Chicago in December of last year. Your repre­
sentatives will make a detailed study and survey of the 

Accountin6 Function 
Currency and Coin Function 
Loans, Rediscounts & Investments Function 
Transit and Collections Function. 

The questionnaire r~ferred to was prepared by th~ Chair­
men of th3 several Groups in the different functions, at a meeting 
held in Washington on January 29th-30th. 

The purpose of the quedtionnaire is to have certain in­
formation With refe~ence to each of the functions prepared in a 
uniform manner and in sufficient detail to permit intelligent dis­
cussion and study When the Group rneets for this purpose. We have not 
given you copies of the several questionnaires as it is thought that 
you can obtain them from your representativeti. 

In the letter of instructions to each of your represent­
atives, it has been suggested. t.nat they confer freeiy with you:. in 
the preparation of the data requested and throughout the Group 
study, and the Federal Reserve Board's Conmdttee requests on behalf 
of your representativ.:l your fullest co-operation, so that this wori.: 
lT'..ay result in the greatest possible benefit to your bank. 

Very truly yours, 

A. C. Miller, Chairman, 
Comrnitte.; on Econorr\Y and Efficiency~ 
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ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WAS_HINGTON 

February 13, 1923. 

SUBJEC~: Economy and Efficienoy. 

D~ar Sir: 

119 

In accordance with the action taken at a Confarence of 
the Board's Committee on Economy and Efficiency with Group Chairmen 
in ·,"'Jas:r ... ington on January 29th-30th, then is enclosed copy of the 
letter, together witi:l Exhib}J .A and Mamoranda :Sand C, which were 
to-day sent to the representatives in the Group of which you are 
Chairna.n-

You will note that the representatives are requested to 
take up with you direct any questions wuich may arise as to the 
questionnaire, and it ha;;; oeen suggested that :nhen such questions 
appear to be of importance, or touch points which might not be en­
tirely clear to others who recaive this material, you forward to 
the Chairmen of the other two Groups studying your function., copies 
of· such questions, together iiJi th your repl ias, so that all may re­
ceive th@ benefit of any material points which are brought out. 

You will note in the letter to the representatives that 
they are instructed to prepare four copies of the questionnaire, 
together with four sets of forrr.s, one of which is to be forwarded 
to you and the remaining three held panding further instructions. 

Upon receipt of thQ on~ copy you will please go over it 
carafully to ascertain that the prob~em has baen grasped and the 
que~tions answered so as to bring out the desirad information. \men 
you have satisfied yourself that the questionnaires are properly 
filled out, you will nOtify the :So~rd's Committee on Economy and 
Efficiency that your Group is prep~red to prooe~d fu·rthar with its 
work. .A place and time of meetihg will then be arrangad. 

If there are any que~tions 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 13ank of 
Chicago, who succeeds Mr. S. B. Cramer as Secretary of the Committee 
on Economy and Efficiency. 

Very truly yours, 

A. c. Millar, Chairman. 
Committee on Econo~ and Efficiency. 
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ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

:120 

February 13, 1923. 

SUBJECT: Economy and. Efficiency Q'.::.a~t:Lonnaires. 

Dear Sir; 

At a confaranca of the Chairman of tha Procedure 
· Committees of tha several baru;:s vvith tha Board's Corrmittae on 

Economy and Efficiency held in Chicago on December 13, it was 
decided to divide the banks into groups for the purpose of afford­
ing an opportunity for comparison of methoQs in the principal 
functions. Each bacl;: then appointed a representativa for each 
of the following functions: 

Accounting 
Currency and Coin 
Transit and Collections 
Loans, Rediscounts, and Investments. 

Subsequently the Boara 1 s Committee on Economy and 
Efficiency selected from among the representatives of each group 
a Chairman. These chairmen have since mat with the Board's 
Co~ittee for a discussion of the problem and it has bean con­
sidered advisable to have each bank furnish, through its representa­
tive, certain information regarding the organization, operation, 
and de tailed procedure as now effect iva in each bank with r aspect 
to e·ach of the four functions under review. After this material 
has-been submitted, meetings of the group representatives will be 
arranged for the purpose of reaching conclusions with respect to 
methods, practices, ate. 

· As the representative of your bank for the 
function, you are now requested to prepare and forward to 
---::----:-,---of the Federal Raserve Bank of------___ _ 
the Chairinan of your Group, the following data with respact. to: 

1. THE ENTIRE FUNCTION 

An organization chart of th~ department or departments 
making up the Function in your bank 
(it i§ contemplated that this chart is to ba confined 
strictly to organization, showing lines of authority 
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- 2 - X-3635 

and divisions or units within the respective functions). 
This chart should be prepared in exact a<.:corc1.ance with 
your mvn organization, without regard to the class ifica­
tion of units in the Board 1 s Functional Expense Report 1 

l"crm E. If, however, your f·mc'.:;:l,o:'l (1.-;)es not incJud.e all 
0f the ur.i.t.:> allocated to it, :Lo. F~mr. J<;, you are requast-
30. to attach a supplemental chart for each of such ad­
ditional units, indicating thereon the function or depart­
ments in your bank to which they ralate. 

2. EACH SECTION OR UNIT 

An exhibit (see Exhibit A atta.ched) which is designed to 
prasent all of the essent.iaJ. facts with respect to your 
operation. ·An Ex.':ibi t .A bhouJ.d be fm·nished for each 
separate unit of your org3.n:i.zation whicr. it is necessary 
to include under this .f.,·u:lct.ion. Thest:: sxhi.bits shou.ld be 
marked 11Exhibi t .A-1'', 11~xhihH .A-2 11 , et.~.. It is 
necessary to include and to cover all the units of your 
organization allocated to your functiou in the Board's 
Expense Report, Forn E. Your particular attention is 
called to Hams 5 and 6 of Exhibit .A. 

Und.e:.:- i·~em 5t certain general in.forma.tion with respect 
to vol~m:Je, scope c;f work, etc. is desi:.:-ed. There is 
attacheo. a memoran.-l~un (Memo J:l) deta:..L.:1g the information 
wanted for the futJC.~ion a.s a whole. OHJ y such informa­
tion should be give':! on ea0h Exl:ibi t .A as relates to the 
particular unit of your organization covered by that 
exhibit. 

Under item 6 > a list of operations is d.esired for each 
unit, made up in thc; sl:3quence b wh:.ch those oparat ions 
are performed. IJ1h:are i6 attached a m<'m<)randum (Memo C) 
as an illustration of tha character of tne information 
wanted. There is also attachad a cop~' of a; flow chart • 
.A similar chart should be furnished in\COnnection with 
each Memo C, so that the progress of the work through the 
department may be clearly visualized. 

';ifuile it is intended that each functional cornmi ttee will 
make a study of the methods with respect to all of the oxpense units 
included under its function in the Board's Functional Expense Report 

(Form E), each bank is request=:d to submit all of the information in 
units in accordance with its own organization. It is desired that 
you make up four copi1:3S of this information, together with four sets 
of forms, one of which is to be forwardad to reach the Chairman of 
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yo-:.u Group on or before Ma::cb 15. The Chairman of your Group will 
advlse you later with raspect to tha disposition of the remaining~ 
sets. 

In the praparation of the data raquestJd and throughout 
your gro,.rp study, it is suggc;stad that you co;Jf.'er frealy with the 
Chairmru1 of the Procedure Commi.ttee in your bank, so that he may 
be fully informed at all times. 

If any furtl12r information is ci.es ired or there is anything 
contairi.ad in the abnve wh:! ch i:;;; not entirely cJ.ear, you will kindly 
make inquiry throu&~ the Chairman of your G~oup. 

Very truly yours, 

A. c. Miller, Chairman, 
Committee on Economy and Efficiency. 

P. S. The word 11unit", except when oth;.;rwise indicated., refers 
to the sub··d.ivisions of your own organization, ·,vhether 
known as departm:;nt, division, section, or unit . 

.. 
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FEDERAL RESERVE BOARD • 
:123 

WASHINGTON 

X-3638 

February 15, 1923. 

SUBJECT: Governors• Confarence 

Dear Sir: 

The Federal Reserve Board has dasignated 
Monday, March 26, 1923, as the opening date cf the next 
meeting of the Governors of Federal Rasarva Banks for con- · 
ference with the Board and with each other. The meeting 
will convene at ten A. M. in the Board's Assembly Room in 
Washington. 

The 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 committee. 

TO THE GOVERNORS OF 
ALL F. R. BAW.t<S 

Very truly yours, 

Acting-Governor. 
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Statement for the press. 
For releasa in the morning papers of February 21, 1923. 

The Federal .Advisor:;r Cou.."lcil mot on February 19th and 20th with 
the Federal Reserve Board for g;c:meral discussion of business and 
fin~"lcial conditions in the twelve Federal reserve districts. ~be 
meeting was a statutory one and the first meeting of the Council hald 
during 1923. 

The Council, follo'ving its usual custom, elected officers and 
appointed an Executiva Committee to serve during the yeCJr. 

Mr. L. L. Rue, of Philadelphia, was re-;:;J.,~ctecl President 
of the Council. 

Mr. Paul M. Warbu:rg, of Ne'N York, was re-elected Vice 
Prasident. 

The following, members of the Council were nameci to comprise the 
Executive Corrmittee: 
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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 (:Bostc:1) - Mr. &fred L. Aik;n 
n " 11 # 2 (New York) - Mr. P. M. Wa.rbu:tg 
.II " " # 3 (Philadelphia) - Mr. L. L. Rue 
n 11 n # .4 (Cleveland) - Mr. C. E.Sulli•J'an 
II· 11 " # 5 (Richmond)- I'Jr.John M.Iviiller, Jr. 
11 11 11 ff 6 (J.tlanta.) - Mr. E. ~J. Lana 
11 n 11 # 7 (Chicago) - Mr. J. J. Hi tchell 
n n " # 5 (St. Louis) - Mr.Festus J. ·,vade 
II ·n n # 9 (Minneapolis) - Mr.G. H. Prince 
n 11 11 #10 (Kansas City) - Mr. E.F.Swinney 
n n " #11 (Dallas) - Mr. R. L. Ball 
11 " n #12 (San Francisco) - Iv1r. D. \7. Twohy 

New·merr~ers of the Council are Messrs. 1Ufred L. Aiken and John 
M. Miller, Jr., viilO were selected by the :Boards of Directors of the 
Federal Reserve Banks of Boston and Richmond to succeed Messrs· Philip 
Stockton and J. G. Bro\vn respectively • 

• 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-364o 

February 21, 1923 

CONFIDENTIAL. 

Subject: Notary Fees on Items Protested. 

Dear Sir: 

The Faderal Reserve Board in its circular lettar of 
June 4, 1919 (X-1563) has heretofore called to the attention of 
the Federal Reserve Banks the impropriety of an agreement between 
a bank and a notary public, whereby the notary in consideration of 
his employment by the bank assigtlS to ~he bank his notary fees. 
The Board stated its opinion that it would b8 well eithdr to employ 
notaries not cor.nected with the bank or to parmi·c. a notary who is in 
the emp:Py of tha bank in another capacity to retain the fees for 
his own.·nse as part of his compensation for general. services. 

·· There is enclosed herewith for your furthar information 
in this co.nnection 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 agree!Ilt3nt with a bank to receive 
less than the statutory fees for protesting paper is illegal and 
void and that notwithstanding such an agreement tha notary may 
subsequently recover from the bank the balance of the f eas due 
him. 

(Enclosure) 

By order of the Federal Reserve Board. 

Wm. W. Roxton, 
Secretary. 

TO GOVERNORS OF ALL FEDERAL RESERVE BANKS. 
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PITSCH V. CONTINENTAL & COJVIMERCI.AL N.ATION.AL BANK OF CHICAGO. 

137 N .. E. 19S. 

Appeal from Appellat0 Court, First District, on Appaal from Circuit 
Court, Cook County; Jesse Holdom, Judge, 

Action by Otto L. Pitsch against th~ Continental & Conrrnercial National 
Bank of Chicago~ From a judgmant of the Appellat;:; Court affirming a 
decree of th3 c·,rcuit Court dismissing plaintiff's bill, he appy.<iJ..lS. 
Judgment of th..1 .AppellatG Court and dacraa of the circuit court' ra­
versad, and causa rernand<>d. 

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

Mayer, Meyer, Austrian & Platt, of Chicago (.,:~braham rv:eyer, and Davis F. 
Rosenthal, both of Chicae;;o, of counsel) , for o.ppalbe. 

DillilN, J. The AJ,.;pellate Court for th..., First District affirmed. a decr~e 
of the circuit court of Cook County which dismissed for want of aqui ty 
a bill_.filad by Otto L. Pitsch against tha Continantal & Commercial Na­
tional Bank of Chicago for an accounting. The JUdgmont of affirmance was 
enter3d on March ·r, 1922 1 at the JVT..arch term of the Appellate Court, and 
on March 24 the court upon pati tion of the appellant, certified that the 
cause involved questions of law of such importance on account of prin• 
cipal and collateral interests involvad that it should be passed upon 
by the Supreme Court, and at th3 same tirre ordered that an appeal be al­
lowed on condition that the appallant fila an appeal bond within 10 
days. An appaal bond was not filed within 10 days, but on .April 17, 
1922, still in tha March tarm of tha .Appellate Court, but 24 days 
after the ord<3r allo;ving the appeal, a motion by the appellant for 
leave to fila an appeal bond instant;.;r was allow<>d, and an appeal 
bond in accordance with th;.; order of the court was prasented, approved, 
and filed. Tha appallee did not move to dismiss the appeal, but in 
the brief filad ·argued that this court had no jurisdiction of the ap­
peal, for the reason that th~ appeal bond should hav0 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. Disregarciing tha 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 dl3cree is rendered, and that the 
appellant shall file a bond within such time, not less than 20 days, 
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as tha court "hall fix. The appellea ~ontends that tha time limitad 
for the filing of the appeal bond having been fixad at 10 days, the ap­
pellant was raquirad to file an appaal bond at farthest within the 20 
days mentioned in the statute, and that an order extending the time 
for filing a bond could be m~de only before the expiration of 
the 20 days. The case of Hill v. City of Chicago, 218 Ill. 178, 
75 N. E. 766, is cited in support of the l.ast proposition. In 
that case an ordar allowirtg an appeal at th·.:l February term of 
the county court fixed the time for filing tha bond at 30 days 
from the date of the order, February 28. The time expired on 
March 30, after the expiration of tha Febr·uary t0rm. No bond 
was filed within the time, but on 1~rch 31 a bond was approved by 
the Judge and filed with the clerk, and it was held that the 
court was without powar to ext.;;nd the time, and the right of appeal 
was lost by failure to comply with the condition. In. this case 
the term at which the decrea was entered and at which the stat­
ute authorized an appeal to be allowad 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 effect an ext.:.msion of the time for filing the 
bond, which was within the power of the court, and this court has 
jurisdiction of the appeal. 

The appellant was a notary public, who was employed from 
October 1, 1911, to December 31, 1913, by the appellee in pro­
testing commercial paper for the appellee and its correspondents, 
and during that pariod devoted his time exc~.usively to such 
services. Previous to entering the appellaets service a writ­
ten contract was axacuted b0tween the appellant and the appal­
lee, by which the appellant agreed to act as a notary in the mat­
ter of protesting commercial paper Whenever required by the ap­
pall ee, for which servicos the appellee agreed to pay him 122 
par cent of all protest fees receiveu by it on comrrercial paper 
protested at its bank, whether protested by th~ appellant or 
some other notary. 'During all the tirre from October l, 1911, 
to December 31, 1918, the appellee delivered to tha appellant 
and another notary public, who received the same compensation, 
all such checks, notes, drafts, and bills of axchange as re­
quirad protest, and they made protest of such instruxrants • This 
work required all the time of the appellant and was done on 
the premises of the appellee, which furnishod to the appel-
lant desk room, records. stationery, telephone service, and 
everything used in his notarial work except his official seal. 
The appellee collected all the fees for notarial services ren­
dered. Twice a month during the appellant's service th.;; ap­
pellee had a settlement with the appellant, and paid tq him 
12~ per cent. of the fees .which it had collected, retaining 
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B7i per cent. The bill was fil;:;d on Feb!'uary 10 1 1919. The 
defendant set up the statute of limitations as a defense to all 
moneys received prior to February 10, 1914, and as to the 
residue answered that on the 29th day of July, 1913, and on 
the 15th day and the last business day of each succeeding 
month thereafter up to and including December 31, 1918, the 
appellant executed and delivered to the appellee a series of 
instruments in writing, all to the same effect and identical 
in words and figures except dates, whereby the appellant 
on such dates forever raleased and discharged the appellee 
from all claims up to the date of execution and delivery, 
and assigned to the appellee all sums due on the date of 
the execution and d.a.dvery of such instruments for fees earned 
as notary up to those respective datas. The following is 
a copy of one of such instruments: 

"Recaived from Continental and Commercial National 
Bank of Chicago, on the resp.)ctive date's below indicated, 
the sums due me in full paymJnt and satisfaction for all 
services render;:;d by me for said bank and all claims I rr.ay 
have or ever had against it up to and including such datesj 
and in consideration of the ~greement 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 heretofore parformed by me, and for other good and 
valuable considdrations, I her0by release and discharge 
said batik from all claims and ~emands of avery ,kind or 
nature which I had or might have against it up to and 
including said dates, and I hereby assign, transf8r and 
set over to said bank all sums of money now dua or owing 
to me from said bank for fees earned, as a notary public 
in the half month preceding the respective dates set op­
posite my name. 

l9ll 
July 29- ~- L. Pitsch. (Seal.) 
Aug. 15· Q. L. Pitsch. (Seal.) 
Aug. 28. o. L. Pitsch. (Saal.) 
Sapt. 15. o. L. Pitsch. (Seal.) 
Sept. 30· o. L. Pitsch. (Saal.) 
Oct. 15. o. L. Pitsch. (Seal.) 
0 ct. 31. o. L. Pitsch. (Seal.) 
Nov. 15· b. L. Pitsch. (Seal.) 
Nov. 30· o. L. Pitsch. (Seal.) 
Dec. 15· o. t. Pitsch. (Seal.) 
Dec. 31. . . . . (Saal.) 

A separate instrument appears for each of the years from 
1914 to 1913, inclusive, each bearing 24 signatures and 24 dates, 
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being tha 15th and last days in each month. The appellee relies 
upon these instrumants as an accord and s;.1,tisfaction batwe,m the 
parties on th3 date of each instrument for the notarial fees 
claimed in the bill. 

The claim of the appellant is for money had and received 
to his use by the appellee 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 ~nount of his fees which the appellee had 
collected in satisfaction of tha full amount. (Tha proportion 
of the fees earned is really one-fourth instead of one-eighth, 
because in addition to one-eighth of his O'Nn f·aes he also 
received an amount equal to ona-ei#lth of what th; other not-
ary earned.) In connection with the receipt for the money 
paid .each t i~ was included a rolease and dis charge of all 
claims against the appellee to the date of signing and an 
assignment of all sums due from the appallee for fees·earned as 
a notary public in the half month preceding such date. The mere 
receipt by the appellant of a part of the mone;'l which the 
appellee had collected for his servicJs 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 earned as a notary public in the preceding half 
month. The instrument, thercfora, recited as the consideration 
for the release and assignment tha agreement by the appellee 
to continue the appellant in its employ at tha sar.ae compen­
sation for the next succeeding half month to perform like 
services as those theretofore performed and for other consid­
erations. No other consideration appears than the appellee's 
agreement to continue. the appellant in its employ to perform 
like services as theretofora perform;:;d for the same compen­
sation; that is, 12~ per cent. of the legal fees and tho con­
veniences and service theretofore furnished him. The answer 
of the appellant to this defense is that the transaction was 
an agreement with a public officer for the performance of 
official sarvices, tha compansation for which was fixed by 
tha agreement 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 recognized by the 
commercial law of the world, Pierca v. Indseth, 106 U. S. 
546, 1 Sup. Ct. 418, r:.7 L. Ed. 254. The fees of his offico are 
fixed by statute. Hurd's Stat. c. 53, Sec. 28. Tha appellant's 
employment by the appellee was for the rendering of official 
services, and ha rendered no other services. Tha amount to 
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which he was ent i tl2d for such services was fixed by statute, 
and the amount collected for those services was received by the 
appellee. This amount balonged to the appellant, yet the 
appellae retained the greatar part of the mo~ey for itself. 

The proposition that a contract whereb:1 a public officer 
whose compensation is fix..:d by statute agrees to accept for 
his official services something different from that provided 
by statute is contrary to public policy and void seP.ms to be well 
supported by authority as well as justified. in principle. Gilman v. 
D. V. R. Co., 40 Iowa, 200; Bodenhofer v. Hogan, 142 Iowa, 321, 
120 N. w. 659s 134 Am.. St. Rep .. 413, 19 Ann. Cas. 1073; Gallaher v. 
City of Lincoln, 63 Neb. 339, SS N. \7. 505; Abbott v. Hayes County, 
78 Neb. 729, lll N. \7. 780; Ohio Natl• Dank v. Hopkins, 3 App .. D~ C. 
146. The compensation of a public offir.ial 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 s~rvices. The appellee has not con­
tested this proposition, but insists that it is not involved in 
tha case. It bases 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 succeeding half month to 
perform like services as those theretofore 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 agreeQ compensation during 
allthe time he was in the appellee'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 plac~ 
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of work was assigned, supplies and telephone service were fur­
nished, and a bonus was paid as to other employees. 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'~ counsel 
state, that the appellant received the full consideration for 
Which he contracted - all he bargained 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 cio several thin~s in which the lawful can be separated 
from the unlawful, but the Whole contract is unlawful. The sole 
consideration for the release ~d assignment was the illegal con­
tract to continue the appellant's employment at the same compensa­
tion, and that contract was illegal in toto and void. The appellant 
could not insist upon its performru1ce, ~d 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 rendered at the request of the appellee, 
which collected from its correspondents the amount of his fees, and 
it is for these fees hd sues. The appellee claims that if the 
semimonthly releases and assignments were illegal the partias 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 detar.mining whether or not the objection 
that tha plaintiff and defendant were in par~ 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. ~room's 
Legal Maxim~, 567; Ohio Natl. ~arik 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 rmew it was 
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illegal, and in spite of such knowledge ranewed it twice a mor.th 
for several yaars·. 

Counsel for the appelJ,ant say that the appellant assigned to 
the appellee the fees 3.nd salary he had ea!'neC. in the prier time 
he had been employed by the appellee and the appeLLee re-employed 
him in reliance upon this assignment. Why was such care takan to 
give the appellant's employment this form .... a new employment every 
two weeks? That is not the usual method of employment in· the 
service of banks. The appellant was employad every two weeks 
at the same compensation, which was not the compensation fixed 
by law. The fact that he accepted avery two weeks an amount 
which was less than the amount due him and without consideration 
other than another contract of employment, void because based upon 
the same illegal consideration, could not estop him from claiming 
the ramainder of the amount due. · 

The semi-rr.onthly settlen:ents bat·.ovedn the parties 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. 

Reverse,$1 and remanded. 
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SI!:JCE 

TiiJ: 
TI~ 

FEDERAL B:CS}::R··r:c s·::sT::l:i FLAS DONE 
.ARI:IS':'ICE TO SUPPOP'I' AGJUCUL'l''Gl!\:8. 

Relaased for Aft~rnoon P~pJrs 
\'!ednosday, Fsbruary 28 • 

.ADDRESS OF 
JOHl\ R.liiTC?::SLL 

IITIIB:ER, F::7DERAL B:CSw''E BOl\RD 
r!ASH!NGTON,D.C. 

Ilefor3 tho 

NORTHVmST AGRICULTURAL STr'U3ILIZATION CONFERENCE 
St .Paul ,Liinn. 

February 27-28,1923. 
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It is a pleasure and privilege to be here today to 

discuss with you the F"'deral Reserve System and its relation 

to agriculture. Jefore approaching the particular phase of 

tba t subject .vhich has been assigned me, viz.: "':;bat the 

Federal Reserve System has done to support agriculture since 

the arT:Jistice, 11 I would ask your attention for a few minutes 

to a brief cons ide ration of the nature of the Federal Reserve 

System. To many of you, undoubtedly, these facts will be 

familiar, but my warrant for repeating them is the arrazing ig­

norance and misconception of the System which is evident through­

out the country and is disclosed even in debates in Congress. 

First, the Federal Reserve ~ct was never intended as a 

panacea for all economic ills. !t #as adopted solely for what it 

was, a banking reform which would put the commercial banking system 

of the country·i~ a better position to serve the needs, especially 

the short term credit needs, of agriculttrre, commerce, and industry. 

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 rediscounting commercial 

paper, to establish a n:ore effective supervision of banking in n.e 

United States, and for other purposes. 11 In no sense was it planned 

as a price regulating rrachine, nor was it considered th3.t the Systen 

should provide capital to be loaned out for long periods. 
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Drafte.i while the morwry of the panics of 1893 and 1907 

was still fresh. the framers of the ,',ct sought to prevent the re­

currence of su::;h pa-'.1ics, when banks 1Nere urnble to realize upon 

their reserves, and depositor.::; were unable to receive in currency 

the fund s due tl1 em. To thJ.t end the old systam of pyramided re-

serves which had failed repea.tedl;y was abolisLed :mel the reserves 

of all nationill oanks and those of such state banks as chose to 

enter the System were yut on a rr.ore sci,entific basis, and ware 

It is these re;>erve de-

posits, arr.ot:.nt:ing now to about $~L,SOO,OJO,OQO. - the reserves of 

sixty per ce!'lt of the bank deposits of the country - that the 

Federal Raserve Janl::s are ca11 :;d upon to protect. 

Right here, let rr.e call your at tent ion to the fact that 

the interests of the depositors as well as the interests of the 

borrowers of a bank are entitled to the fullest protection. 

it not for the depositors, there would be no banr,._s, as we know 

them, and I think this is a fact that has been to8cften u13rlool'~ed. 

That the Federal Reserve Act has provided the public with 

an elastic currency abundantly able to meet all requirem.:mts during 

the most severe crisis in the h5.story of the count;r·y has been _f1-:lly 

demonstrated. 'I'hat elasticity is maJe possible by the opnat~ on 

of section 13 of the Act, whereby mem-ber tanks in need of fl.._r,ds to 

make good their reserves may rediscount their elie;:;i ole :.1.otas with 

the Federal Reserve 1>ank. 
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And nere let me say tha.t it ;;.:;,s never contemplated. that any bank 

should continually lean on tl1e Federal Reserve ·aa..."lk for support. Rat.~er 1 it 

was tile purposa that tile banks s::J.ould oper.=.:1.te upon t.1eir o;vn resourcGs, but 

would find ever ready ~elp at the Federal Reserve Banks in times or seasonal 

expansion of credit, such .=.:1.s pLmting or crop-;Doving time, Cllr im times of 

emergency. 

But t~1e facts are that .iurin5 t~1e critical yoars just passed many banks 

were obliged to borrow steadily from tile E'eder,J-1 Reserve Bank. While tne 

arnoun_t of necessary borrowings in some instances was stc:1rtling, excessive bor­

rowings today are pretty well liquLiated, snowin; ~'lOW it is possible for a::;ri­

cultural c;.nd live s to-.::k .iistrh: ts to grow out of a:onormal finsmcial difficulties, 

when proper time .=md encouragement .=.:1.re •extended. 

In this respect I say th0 Faderal R-3s'3r're B;;u1ks nave gone t:'le limit. 

Just a word now as to the organization: 

Tne F-:3deral Reserve System is not a. central banking system, nor is it a 

governrnent bank, - for tn::; governrr.ent ~1as never invested a cent in the capital 

of any of t_1e Federal Reserve Banks, nor do goverrunGnt deposits form any con­

siiarable proportion of L1e system1 s resourc<3s wnich ar8 composed chi2fly of 

con~ributions from member banks in thJ form of ca:pitcll 3l'ld reserve deposits; 

nor is it a system whose opJrat ions are dictatad or controllGd by any set of 

government officials or by a bureau in Washington. T"1er,:J are instead. twelve 

separate Federal Reserve Banks 1 each an individual unit, under governnant super­

vis ion, "but mana.ged by its own board. of directors, composed of residents of 

the district. In the FeJerdl Reserve Act careful provision is made that the 

directors of a Feder31 Reserve 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 K:deral Reserve l>oard, 

and they can have no connection 'Ni th any other bank. Three others, 

known as Class A Directors, are elected by the member banks as their 

representatives, and they are practically always officers of member 

banks. Three others, lmown as Class 13 Directors, are also elected 

by the rrBmber bank stoc}:holders, but these directors are representative 

of the industrial, commercial, and agricuitural - the borrowing in-

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

Further precaution has been taken to insure that all in-

terests are prope·rly represented, accordingly, the member banks are 

divided into three groups, according to size, the large banks in one 

group, those of medium size in another, ru1d the smaller banks· in a 

third. Each group then elects one Class A and one Class 3 director, 

thus insuring fair representation. 

The Federal Reserve ~oard is a supervisory body ana defines 

by regulation what classes of paper may be discounted at the Federal 

Reserve :0ank, in accordance with the law~ Jut, the Federal Reserve 

=·o3,rd cannot compel a Federal Resarve :'ank to make any loan .which it 

does not care to, nor can it prohibit a Federal Reserve Bar~ from 

making any legal loan. The only control it has over the loaning 

policy of the Federal Reserve :>anks is to authorize, and compel if 

necessary, one Federal Reserve :Jank to come to the assiStance of 

another. 
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Such authorization has been granted whanaver reo_uested, 

but at no tirr.e has it ever been necessary for the Federal Reserve 

,o::trd. to order one bank to help .::mother, as they have always co-

operated to the fUllest extent. In 1920, for instance, the 

Federal Reserve ~ank of Cleveland was l~nding rr.ore 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 R::1serve :;anks have no dealings with individuals 

or with private corpor:1tions. They receive deposits only from 

banks and from the government and make loans only to mem 1:e r banks. 

With this sketchy explanation of the Federal Reserve System 

let us come to the subject at hand and review briefly the economic 

conditions since the am is tice. 

~~en on November 11, l91S, the armistice was signed by 

General Foch and by represantatives of Germany, the world was 

emerging from the worst struggle in history. Men and treasure had 

been destroyed at a fearful 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 United States the situation was 

similar, but in ~roportion to our population and resources, much 
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less acute. W'nile foul' millions of our men were wi thdravvn from 

productive activity and were actually takj_ng part in the war or 

training for it, and while much of our incustrial machinery was 

engaged in satisfyin6 war requirements, nevertheless our fundamental 

industries - agriculture, iron and steel, coal, textiles, etc. -

were in a prosperous condition, and, though requiring some 

readjustment, prepared to continue operations in times of peace. 

The credit rnechanism, ,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, characterized by continued business activity 

and credit expansion, which developed into a world-wide post-war boom. 

Prices were high and ri'sing, production continued at a high rate, and 

here in the United States prosperity was general. 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 almost all gone, 

and there was urgent need of imports in order to feed the populations 

and to resume productive activity. \'/bile these countries had 1 i ttle 
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with Which to pay for impo~ts, they btill had large ~~eL~austed 

war credits with the United States TreasUl~y, and they were permitted 

to utilize thase credits to secure food and raw materials from the 

United States. 

Funds supplied d'irectly by the United Sta;tes Government in 

1919 paid for no less than $3,000,000,00C. of our exports to Europe. 

In addition European countries were able to borrow large amounts privately 

from our banks. As a consequence, our exports reached unprecedented 

hei~.ts in 1919 and 192C, the value of exports of agricultural products 

alone in 1919 being $4,loc,ooo,ooo. and in 1920 $3,500,000,000. 

It was not u.~til the spring of 1C)20 that the period of post­

war prosperity and speculc.tion began to show signs of a possible turn. 

With Government credits exhausted and private credits increasingly 

hard to obtain, European countries were .no longer able to buy our 

food and raw materials in such large quantities, or to pay such good 

prices. Prices of all com.rr.odi ties 1 as we11 as of agricultural com-

modities reached their peak about June, l92J, and then declined 

spectacularly. Once the turn had come, the downward rr.ov arr.an t gathered 

momentum as speculative booms collapsed ro1d speculative holdings were 

thrown on the market. All through the rest of 1~20 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 ~gricultural products, which are peculiarly 

sens::.tive to foreign demand, and, as raw materials generally more 

quickly responsive to economic changes, dropped loNer than those 

of other comr~odities. 

Keepin6 this situc;tion in minn., L~t us EOW see what the 

Faderal Reserve Sy::otam did to support asriculture. 

considered. from t'.vo points: 

This shoula. be 

First 1 to what extent did the Federal Reserve Sys tern extend 

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

::Joard 1 expressed through its ret:,JUlations and rulings, towards 

agricultural paper. 

Accomn~odation extended by the Fede r;!l.l Reserve Banks to their 

member 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, trmt Feaeral He .serve ::Janks cannot create credit, nor can they 

rnake direct loans to indiv1duals or corporations. The assistance of 

the Federal Reserve Janks is extended to agriculture and industry 

throue;h the member banks, which must first pass upon the borrower's 

application for an extension of credit. The member bank is, of course, 

familiar with the needs of its comrrunity, with the reliability and 

integrity of the uorroNer, and the sufficiency of the security which 

he offers, and will not be disposed to deny credit to a customer who 

is entitled to it, so long as funds are available for the purpose. 

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



- 9 - X-3642 

It is hera that the function of the Federal Reserve 

:Dank appaars in so far as the extensi0n of cre:iit is concerned, 

which is to f'L"'.rnish the mcr.1bar bank with ne-3deJ funds by tile 

discount of eligible pap3r. 

This chart tells the story of hoN the Federal Reserve 

:Danks came to the. aid of agricu::. ture r:mcJ::.. more clearly than any 

number of statistical tables. These ti1rea curves shO'N the course 

of y.,rices, tl1e 1913 average price beine, taken in all ins t.1nces as 

100. The black ltr.e representing the price of all commodities 

shows that in Novamber, 1913, the average prke stood at 203, c.::.nd 

then increased steu.dLy until !'1_-;,y, 1':)20, when it w~s almost 250, 

or two and a half ti:nes the average 1913 price. Then followed 

the sudden drop, as sho·v'\1!1 by the curve. The blue curve revresenting 

live stock prices abows that for part of 1919 they stood slightly 

above the g<:meral averac;e of prices, tl·.-:m broke sl:..aqJly, recovered 

slightly, and then in October, 1920, several months after the 

slurr~ in other prices, Qeclined to about the same level as crcp 

prices, since when they have fl uctuatad together at a level con-

siderably below th&t of the prices of other corrmvdi~ies~ 

Prices of crops are shown by the red lh:3, ,,vhich stc;rts at 

November, 1913, at a level of 215, sorr;ewhat above the ;:we-rage p:~::.;;e 

of all commodities. Then followed a rapid rise until ime',US ~ o,;.' 1:)19, 

when there was a sharp break, which ciid not, hoNever, brine, 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 pea};: of 304 

was reached in June, 1920, about a month after the prices of other 

comnodities had started to decline. Then came th3 almost per-

pendicular decline ii'ihich soon carried them below the level of other 

com'1lodi ties, where they have rerr:ained ever since. 

Meanwhile, what was the Federal Reserve Sys tern doing? 

Throughout the war period there had been a rapid increase 

in the amount of discounted paper held by the Federal Reserve Eanks, 

and on November 1:), 191S, four days after the signing of the armi" t ice, 

the Federal Reserve ~anks held under discount for member banks a 

total of $1,800,000,000. of eligible paper, the lar@8St amount of 

accomrr~dation extended to member banks by the Federal Reserve System 

at any one ti~e up to that date. DUt the post-armistice period 

saw an even greater extension of credit to rrember banks by the Federal 

Reserve System, for there was an almost continuous increase in the 

amount of discounted paper during the next two years, culminating on 

November J, 1920, in the stupendous total of $2,1527,000,000., wLich 

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 Janks 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 System, by curtailing credit, brought about 

the decline in prices? 

An analysis of Federal Reserve Bank discounts during this 

period made for the Joint Comrnission of Agricultural Inquiry, shows 

that the decline in the loans of the Federal Reserve Banks began in 

the industrial and financial sections of 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 to be responsible for the decline in agri-

cultural prices? Such an accusation is ridiculous. 

That the rapid increase in prices Which marY~d 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 States, but was comrr:on to practically all of the civilized 

world, further indicates that its cause is not to be found in the credit 

or discount rate policy of the Federal Reserve Banks. 

Inter-Federal Reserve Bank accommodation through the re-

discount or sale of paper discounted for member banks or purchased 

in the open mark~t, 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 operation~ were resorted to 
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on a small s~ale for the first time late in 1917 and frequently 

thereaftij,r during the war. It was not until the post-wal 

~eriod of exp::msion, howev::Or, that the ever increasing derr.ands 

of member banks for accomffiodaticn at the Federal Reserve Banks 

occasioned any misgivings as to the ability of the Federal Re-

serve Sy~tem to meet any legitirrate demand for credit, without 

having recourse t~ the provision in the Federal Resarve Act 

authorizin6 the Joard t~ waive the minim.un reserve requirements. 

]y the end of 1919, the reserve ratio of the Federal 

Reserve Sy;,tem- ttat is the ratio of its gold and lawful money 

reserves to ita combined. deposit an.d Federal Reserve note 

liabilities -had fallen t~ 45~· Throughout 1920 this ratio 

ranged between 42 and 45~· During the early post-armistice 

peri~d the Federal Reserve :Janks in the MidJ.le West had an excess 

of lending power beyond the needs of their districts, and they were 

able t~ rediscount paper for other Federal Reserve Banks in need of 

ass is tance . Just before the prices of farm crops began their pre-

cipitous decline, the situation vms reversed and the increased 

demands of merr,ber banks in the Middle West, not only forced the 

Federal Reserve Janks in the Middle West to withdraw their assistance 

to other Federal neserve :Danks, but compelled them t.> rediscount 

substantial amounts of their paper with other Federal Reserve ~Janks. 

One point Which I wish to stres~ is that the only way in 

;111hich the Federal Reserve ::Janks can extend 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 Federal Reserv3 System nandicapped in 

its efforts to ~id. At the present time there are about 9,900 

mei;;-bJr banks, of which over 1600 are stat·e banks .:md trust companies. 

There are, however, approximately 9!300 eligible state banks and 

trust comp::miz_s which ar.:;! not rnemb3rs of the Fedaral Reserve System. 

These non-memb3r banks are, of course, chiefly the smaller banks, 

but it is avident tl1at the nurr1ber of eligible state b~nks and 

trust companies that have rem~ined outsidG of t:'le FedGral Reserve 

System is nearly equal to thG total number of member banks, in­

cluding all national banks. 

While the Act expressly providas that member banks shall 

not act as agents for nom,Gmber banks in discounting their paper 

with the Feder~l Reserve banks, when need arose tne Federal Reserve 

Board waivei tnis provision and authorized the F3:ieral R%erv 3 Banks 

to r_adiscount for n;em.ber banks paper which they had received from non­

member b3.X'J.ks, ~n tbis wa¥ extending the aid of the system to practically 

avery bank in th.:J country. 

We hava now arrived at the point w:nerc3 we C:ln consider the 

attitude of tne Fedaral Reserve Bo3.rd ~s expressed through its 

regulations and rulinss, towards agricultural paper. 

When t~e Federal Raserve Act was eDaated Congress discriminated 

in favor of agriculture by permit~ng t:ne F0deral Reserve Bank~. 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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tl::.e Fc;der3.l Raserv,; ·;:;:::.nk:s iLlS fix.;i J.t :1in:>ty d.ays. T~1e la.v; provides 

~nd t~::.e Bo3.rd fixed tlus r,,.tio 3.t S9~S .:md ':l3.S n.:;vor r.cduced. it. 
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,n;;. turi ~iss up tc six rr,ontts ::l.rG of necessity sorr:ovhat t2ctnical • 
in langu::1ge but rco.y be SU!llL.ar i ze,j_ 3.S permit tj,ng Feaeral Reserve 

.:.lanks to redi2count for six months any louns which are in the 

pro}ler forrr, .:mci which are used to finance 

any one or rrore of tha ste_tJs of l~la.nting, cultivating, harv2stine:;, 

or mar);{ating a crop or of breeding, fatteninf:S, or marketing live 

stock. Moreover, one of the norrnaJ. phases cf rr.arketing ac;ricultu.ral 

products is carrying them for a reasonable time in order to z;ffect 

their orderly rr:arketing, rather th.sm d1.1.mljine; large quanti ties on the 

market at cne tirr:e, a."1Ci paper ·vvhich is used to finance the carrying 

of a crop pending its ord.erly rr.ark.:;ti·,lg may be eligible as 

agricultural paper. 

The Federal Reserve =.,oard has also been partly responsible 

for a change in existing laws, which has been very helpful to the 

agriculture interests. Ycu bankers are familiar with Section 5200 

of the Revisad Statutes, which contains the limitation on the amount 

which a national i:Jank may lend to any one person. This limitation 

is, in general, lO';o of the lending bank 1 s carital and surplus, with 

certain classes of paper excluded as not being considered loans of 

money. The Eoard f 21 t tta t the clas ;:;es of paper exce _t)ted from this 

loan limitation n,i6ht pro_t-:erly be oroadened in a way that would enable 

the farrr:ers and cattle raisers to obtain additional crecii t from 

national banks without contravening any principles of sound bar~ing, 

and it recomrr,endeJ cer taj_n amendments to Sect ion 5200 of the Revised 

Statutes to accomplish this purpose. 
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Following this recommend~tion, Congress amended Section 

5200 by an Act approved October 22, 1919, so as to permit a national 

bank to ler.d to any one borrower in excess of 1~ of its capital and 

·surplus, but not to exceed 2516, provided that the loans over and 

above 10~ are represented by notes, se.cured by shipping documents, 

vvarehouse receipts, or other similar doci.J.ment s covering readily 

rr.arketable non-perishable staples, including live stock. At the same 

time, Congress also broadened the class of paper kno'-·m as "bills of 

exchange drawn in good faith against actually existing values 11 , which 

r>.ational banks rray discount without limit, so as to include drafts 

secured by shipping doauments conveying or securing title to goods 

shipped, demand obligations when secured by documents covering 

com"Dodities in process of shipment, and bankers 1 acceptances of the 

kinds described in Section 13 of the Federal Reserve Act. These 

amendments, by increasing the p~er 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 ':vould like to say a few words about 

bankers• acceptances, which have lately been corning into continually 

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

acceptances, as you know, are drafts or bills of exchange dra'vn on and 

accepted by a bank or trust company or other banJdng concern, and the 

law authorizes ?=:t:?r::l.l Reserve Ban}-s to rediscount bankers t acceptances 

under :certain conditions. For this purpose, such acceptances rrust be 

indorsed by a member bank, and must be drawn to finance the importation 
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or exportation of goods, the domestic shipment of goods, or the 

storage of readily rrarketable staples. Acceptances which grow out 

of the domestic shipment of goods or th.e storage of readily marketable 

staples must further be secured at the time of acceptance by shipping 

documents or warehouse receipts conveying or securing title to the 

goods or staples in question. Under existing law all bankers' 

acceptances, whether used to finance agricultural or colL!llercial needs, 

must be limited in maturity to three months in order to be eligible for 

rediscount. 

Bankers' acceptances have now 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 farwers, since the Board has always ruled 

that acceptances drawn to finance the manufacturing or processing of 

industrial materials are ineligible. 3ankers' acceptances, however, 

used to finance the storage of agricultural products pending orderly 

marketing have recently been coming into more general use, both by 

individual farmers, and more particularly by cooperative marketing 

associations. 

Most of the rulings on agricultural credits made since the 

armistice have been in connection with cooperative ~arketing 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 cooperation in ~arketing crops 

under proper w~nasement is a step in the right direction that farmers 

may take toward improving their credit standing and their general 

economic condition, and it has gor.e as far as existing law permits in 

encouraging the extension of credit to cooperative marketing 

organizations. A very recent evidence of the Boardls desire to provide 

more ample credit facilities to the agricultural interests, is 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 ~aturities up to six months, drawn by 

farmers, or by cooperative w.arketing associations to finance the orderly 

marketing of staple agricultural products, and secured by warehouse 

receipts coverirg 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 number of very liberal 

rulings designed to secure to farmers operating through cooperative 

marketing aasociations the maximum credit facilities possible under 

present law. These rulings were rrade from time to time as questions were 

submitted from various sections of the country. They involved farm 
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produce differing as widely as fruit f:;:-om California, wheat from the 

Middle Wcs~, and tobacco and cot.tc:n f:;:om the South, but the same 

principles of sound f-inancing were i:mro:ved in all, and in each case 

the cooperative association was a non-stock, non-profit corporation, the 

members of which .. consisted exclusiv·E>1.y of growers of the particular 

crop which the association was organ5.zed tu m:...rket. The growers 

agreed to sell and deliver their entire c'~ops 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 commodities were pooled according to grades and after all of a 

particular pool had been sold the proceeds were distributed pro rata. 

It should be understood that the Board.1 s rulings on this subject would 

not necessarily apply to associations operating on a materially 

different pHm. 

S::'::;r_.l Y.inds of borrowings are involved. If the grower 

..... -3::. ira:J to do the borrowing himself, he can borrow on his O\vn 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 I!'.arketing .. 

Such a note constitutes agricultural paper, and may be rediscounted with 

IT.aturities up to six months. Or he can draw a draft on the cooperative 

ITarketing association at the .time he delivers his crop, the association··· 

accepting it. He then discounts the draft at his local bank, which, 

under the Boardts rulings may rediscount it at a Federal Reserve Bank 

as agricultural paper with a maturity up to six months, if the grower 

uses the proceeds for an agricultural purpose. If the association 

itself wishes to borrow money directly from a bank in order to make 
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payments to the grower;;; for pro.iuce delivered, its notes are 

eligible for redisc.ount, but the Bo[~rd has held that under existing 

law such notes are comme1'cial notes 1 the maturity of which must not 

exceed ninety days, because the proceeds of such notes are used foL • the commercial pui~pose 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 months: .. 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 Ir.arketing and when he is obliged to borrow money for ordinary 

general purposes, such as the payment of obligations previously incurred 

in growing or harvesting the same crop, a draft .drawn by him on the 

association may properly be considered as drawn for an agrieultural 

purpose, because it puts him in funds so that he can carry his crop 

)ending its orderly Ir.arketing. As I said before, the carrying of 

agricultural products for such periods as are reasonably necessary in 

order to accomplish orderly marketing is a legHiir.ate and necessary 

step incident to norir.al distribution and constitutes an agri~1ltural 

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 speeulatiYe withholding from the rrarket in the hope of 

obtaining highet prices. Under the Federal Reserve Act paper drawn 

to finance speculation is ineligible for rediscount • 

.Another very liberal ruling which has been of material aid 

to cooperative matketing associations is the ruling that bankersl 

acceptances drawn to finance the domestic ~tora.ge of commodities pending 

orderly market.ing by such associations are eligible for rediscount. 

The association arranges with some national or state bank to accept 

drafts secured by warehouse receipts, and, after acceptance, such 

drafts are eligible f~r rediscount by ~deral Reserve Banks with three 

months rraturity. Under the new amendment to the Boardts regulation 

they rray also be purchased in the open rrarket 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 

member of a cooperative rrarketing association delivers his crop to the 

association and at sttb.stantla.Lly the same time draws a draft on the 

association, which is accepted by it and discounted by the drawer at his 

mvn bank, the draft is a "bill of exchange drawn in good faith against 

actually existing values 11 • By virtue of this ruling, such a draft is 

not subject to the 10~ limitation prescribed in the Federal neserve Act 

on the aggregate amount of paper of any one borrower which a Federal 

Reserve Bank may rediscount for any one zrernber bank. 
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These are probably the most important rulings ! ~ade by 

the Federal Reserve Board on this subject, but, of course, there are 

other classes of eligible paper that can be used in borrowing by 

cooperative rrarketing associations. The point I wish to emphasize 

is the past and present willingness of the Board to assist the 

cooperative rrarketing movement in every appropriate way~ 

I have sho\vn 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, orily Congress has power to provide additional credit 

facilities to agriculture by liberalizing the provisions of existing 

law, or by creating new credit rrachinery. 

The post-war period of expansion and inflation, followed 

quickly by the inevitable deflation, with its particularly harmful 

effect on the agricultural 'interests, ~ade it evident that the 

existing credit machinery of the count:y 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 

o~her hand, provides long term credits, but there is an obvious need 

for some machinery to provide what rray be called intermediate credits 

of from six months to three years. 
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Among the nany ·onls introduced in Congress designed to 

extend additional credit facilities to the agricultural interests, 

perhaps the most important are the biD.s recently introduced by 

Senator Capper and Senator Ler.~root. These bills have been passed by 

the Senate and are now being considered by the House, and ~less 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 dis~~ss 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 paasage of other 

legislation which would provide still further credit facilities to the 

farmers. 

As frequently happens with rega;:-d 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 mald.ng detailed comments on 

certain provisions in them. Except for expressing its general approval 

of the purpose, the Board refrained from commenting on those portions 

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 ~atters were not properly within the 

Board's jurisdiction. The Board confined itself rathar to the 
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provisions of the bills wLich auended the Fede::-al :Reserve Act or 

directly affected the opera.tions of the Fed.e:ral Reserve S;ys~em, and 

offered a few constructive suggestions designed to safeguarcl t:1e 

elasticity and soundness of the currency issued through the F'edoral 

Reserve Eanl;s, and also to make the proposed amend:Jents more liberal 

and effective. 

In that letter the Board recomrrended that the maturity of a 

certain type of farmers paper eligible for rediscount at the Fe~eral 

Reserve Banks he extended from six months to nine months. 

It further recowmerded that certain paper of cooperative 

marketing associations be expressly declared to be agricultural paper, 

and thus eligible for rediscount with rr.aturities up to nine months. 

Under the present la·.v some of this mu.st 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 discount. 

The Board also recommended that bankers' acceptances, dra\vn 

for agricultural purposes and properly secured be made eligible for 

rediscount with rr.aturities up to six months. Such acceptances are now 

aligible for rediscount only ·,vith three months w.aturity, 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 rr.akes such acceptances eligible for purchase in th8 open warket 

with six months w.aturity. 
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now required to hwe <:.LS a condition to becor:irle_; rr;ember banl':s. These 

a1r:andments :JXe designed to attract rr:ore LanLs to member~hi 1-' in the 

Fei.leral Reserve Syc>tarr:, and t;m::; ma:e L;,a resources of the System more 

In addition to t£1e se recorr:rr,endations t:1e :Joard suggested 

and. urged. ti1c~t sigr.t or dem_.nd draft:;, dra'Nll to finCLnce the domest1c 

shipment of non-;_Jerishable, readily rra'-~.etable, ae;riculturc;.l sta1~le~, 

be made elic;;ible for rediscount or purchJ.Be oy the Federc::1 R2serve 

ULder a::is tine; law such drafts are 

ineligiole for redi;,count at .:.<'aderal Reserve Jani:cs because they have 

no definite maturity. Such drafts are largely used in financing 

the movement of crops and I believe the lJ''lssa.ga of the amendment will 

be of much asshtance to agriculture. 

I Nish to em1)hasize tha.t in this statem:mt of the attitude 

of the Federa.l Reserve :Oo_ctrd to:vards pending rural credits legjsb.tion, 

I have been substantially quoting from a letter which the :3oc::rd wrote to 

Congress in response to a rec.uest for an expression of the :Vo::trd 1 s views 

on this le&isl::ttion. This letter, t:nen, iS ::tn officiJl staterr:ent of how 

the :.:.o_Lrd regards the pending let:?,isl.J. tion designed to improve the credit 

st.mding and economic po<>i tlCn of the farming interests, and I thir1:~ you 

Nill agree Ni th ffie ti1~, t the Federal Reserve :.Jo--1rd has shown itself to be 

ready end willing to })LlCe the vast resour~es of the Feu.erdl Reserve 

System at the service of agriculture, so far as is ·consi.tent with the 

l'rinciples of sound banking, which I do not bGl ieve the farrr:er hin;self 

would c tre to see vioL:..tod. 
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'.~ne to suppo:r:t .:;,griculturc: J.nd liv2. stock intarosts during 

recent yaars. 1f!b:::tt follows is my p.:::rsornl obs Jrv~tion of wl:::~.t 

might b.; don..; to 2ssist :-.gricultur.:.:. 

:SeforJ this consic . ..;r~ticn, ho,;:.:;vor, I \!.:mt to dvvoll 

brbfly upon the gros.t b::mefi ts th.:".t h.wc b-:;on dorivod not only 

in th.:l Northwestern st::-~tos but thruug::out :1.11 ::g-ricultur::t.1 ::md 

live stock sGctions from tho op.Jratbns of tho \~::..r Fin::mce Cor-

poration. A mo1~o l1olpful, constructiv3 pioce of ,-,ark h"'.s novor 

bc;3n :tccomplished b~l ::..ny govornm:.mtal org:mlz::>.tion. EvGry 

assistance possiblo wJ.s ror,dorcd by tho Fcdor:t.l R..;sorve :B:mks 

in f::t.cilitating th..; c~rpor~tion 1 s operations. 

The plight of th,; f:'.rmc;r tod1.y is not d'J.3, in my opinion, 

to a lack of credit fs.cilitics. ThG causos J.rG mor,; fun:l:::un::mtC~-1. 

Mont ion h:ts b.Jon mJ.do of l:o-:: th:; short torn crodi t no.Jds of 

3.griculturc are provided for by tho comr::;:;rci:t.l b::mks ::-~nd tho 

F2der::1.l Res0rvo System, ::-.nd of ho\y the pending ruretl crvdit lvgis-

lation is design;;;d to settisfy the: nc,;;d for int~rmGdi:tt-:3 credit. 

In this connection it is interesting to note that the 

estimated borrowings at b:tnks of the 6,448,000 f:trn1:.:;rs on p.:;rson::cl 

lo~ns, securad :tnd unsecured, ~aunt to ::1.pproxim~tely $3,870,000,000, 

or an average borrowing per farmer of $600.. It has been stetted 

that one of the difficulties confront:i.ng the fetrmer is that he 

is paying too high :t rate of interest. Even if true, and if a 

reduct ion of 4 percent could be made, it wouli maan :1. s::wing of 
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only $24. p:;;r yc~ar to thJ 2.v0rago farm0r, £l.nd I submit thJ.t there 

is morctinn a $24. diff.3ra:nc0 betn0~n succoss .:md f:dlur-J with tha 

t icularly to bu desir.Jd., '::o,lld not holp th.:J farmer out of l1is 

C:.ifficulti3s to ::my n.ppr.Jci.:'·blo dogre,J, It can b.:: st::.t::Jcl that the 

org::J.nizn.tion of tho prcpoi:l-Jd intermediate agricultur:::1.l credit asso-

ciations would ,·:ithout dcubt prov~.de the f.:.r:.:.;r with 2.. low0r 

rat.J of intorust than he is noc;:; p::,ying and be greatly bcndici::.l 

in this rcsp,;;ct. But thJy wculd not by J.ny man.ns bv a p3.naca2. 

for all of his troubles. 

There rcr:t:..ins tho question of l1ovv tha governm.:mt has 

provided fer. tho long term credit :1oeds of agriculture. 

The Federal Farm Loan Act l:as made it possible for tha 

farner to borrow a lib;;ral pa:·centagc of th.:: v::.lu0 of his f:1rm 

at more favorable t;;rms and for a longer period than any other 

line of business en,joys. The reason for this is th.:J fact that 

the income of s0curities issued by the Fndoral Farm Loan System 

is exempted from all taxation of evory kind.and dJscription. 

Th<:l total ::unount of farm loans outstanding Doc.Jmb0r 31, 1922, 

m:1.dc un1cr the F0doral Farm Loan System, m1s approximately 

$860,000 1000. During 1922 alone total loans made by the 

System ~nountcd to appr~imately $363 1 000,000. It is 0stlinatod 

that the total mortgage indebtedness of the farmer is about 

$7,800,000,000 so it would seem that within a few years a largo pro-
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portion of the f::.rners r:1crtg:1gc in:lobtodn.Jss \Vill be in the 

Federal F~r~ Lo~n SystJn. 

To sum up, it is :::y p_;rson:-.,1 opinion t:nt th..; credit 

f~ciliti•.3s of this g:LJ:l.t country :r.; :::.bt."tnd;.ntly sufficbnt to 

in"Tustry, if properly "\Js.:.;:"c. 

A graat :1"--:1cunt of stross ::".s be: ;n 1:-:.id on t::.:J inr.c:)ort:mc<3 

of the ol.·g:miz:-.tion of cc-opor::tiv0 L1.-.rk.;ting ::.ssoci::.tions for 

the purposo of bringinr; ·}oout en orderly r.1.--..rk...:ting :md iistribu.­

tion of agricultural products. Th..; FJdoral R.Js0rve Eo.:.rd is in 

t 161 

full -'lccord v.rith thi·3 pl :m of co-oporation ::u::ong the f::~rEJ.Jrs, :->nd 

appreciat.Js tho b~Jnufits ~:Jd.vod by th-.J grovror wbon t1l-J co-op..;rativo 

rnrkJting association tL' .. s b-:hm properly ~dministored. Tho S1-·.ccoss 

of this pLm, of cou.rso, :1.opcnds .:mtircly· upon l;.o'Y tho associ::.tion 

is ma.nn.ged. In me\ny cJ .. ses most s:-:.tisfactory results h.J..vJ boun 

?.ccomplish.:ld, ;·.rb.ilo disnal f:J.ilures have. been 6xp3ricmced in others. 

V'bil.J thJ J:ct,msion of this movomont nny bring ·groat rolhlf to 

tho fU"m0r, it cannot solve all of his <iifficulti;:Js. T:J.Jro still 

remains th.J q_uustion: "What will bring :-.bout the rostor.:J.tion of 

t ::.:;; f -::rrnar and put him b ::-~ck on his f-: o t? 11 

:Before m:Jking ::ny suggosticn '\.long this linJ I want, 

if possibl:.;, to cla.:-..r up some .mist::-..kon i:io::-..s v:hich th.; f:'..rmJr 

h::t.s "lbout ·,·.r:J.:>.t h;.s h::1.pponod to hin, sincG th.J signing of the 
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In the first pl3.ce, ·vvnile L"1e farlJ,er il.J.s .:.Hd HdYJY 

t:nings ha~:pen to hirr. for w:1icl1. l1e was unprepar0d, Lis business 

was by no means tne only busin;ss tns.t wa..s adversely affected. 

T hers is not a business of any kind or d..;script ion t~1at was not 

advusely affected just .J.S was LHt of t~B fa:rrLer. M::my b3.nk 

failures have 01itcurred, uaey re-org1ni z~"lt ions of industrial 

enterprises nave been necess::1.ry, and r.Jductions in inventori3S 

of jobbers and retJ.iL::rs at onG time tl1.r,:nten3d to put nearly 

all of them out of business. But, fortun.J.tely, fer the fa~mer, 

as well as for all otl13r individuals, a recov:Jry lns been r11ade 

and t~1.e country industrially ctnd. ccrrmdrciJ.Uy is :;radu..1.1ly 

gettins back on its feet. 

it is most necessary he s3.".ould, is well lci.own and for thJ.t 

reco·Jery we all .1ere today are trying to 1;;ork out a solutl!.on. 

It is the o3.Siest thin·?; in the world for silver-tonp1ed 

orJ.tors to offer destruct.ive criticism, but w:i:Llt we want 

is constructive criticisr,.. We want to knoW what t9 do and 

l1ow to do it. 

T~1e farmer has been told th3.t the Federal Reserve 

System set about ti:1e deli'bwate inflation of the currency of 

1918 and 191<2, ::md in t:1e spring of 1920 comr1.enced a rut:1le ss 

de flat ion. 
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I want to say something right here, and I hope you will 

take it back home with you, and get your ovvn people to 

thinking right about the Federal Reserve System. What I 

want to say is this: The Federal Reserve System, including 

the Federal Reserve Banl::s and Federal Reserve Board had no 

more to do with the cause of the inflation of the cur-

rency or the deflation in the prices of agricultural products 

than you had. The reason for the ir.flation 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 possible for the people of this country 

to realize 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 ventur":l to say that today ani 

for f-Jldlny years to come we woilld still be settlin,s our reparations 

contracts or bills to GerE"any. 

But to return to the situdtion of the f:'l.rrr,er. W.n.en 

he goes to rudrk:;t, ~10 finds th:=tt tl:e purclnsing power of £1is 

doll;,r is only ;,bout 68 per c<mt of wlnt it was before t-he war. 

In ot:L1er words, since 1S20, t!10re :::-tas been a ;radual in;orease 

in tl:e costs w .• ic~~ L~,3 farmer n.ust pc:1y in nanufacturans, wa:;es, 

frei ;:1t rates and t::1xes, 

while everyt:1in::; the farJr;er 

produ..::es is sold on 3.bout the s2Jr,e SC3.le of prices prev-ailci:ng 

in pre-war times, with tl:·e exc'ept ion of wool, cot ton, and flax. 

Tl:;:; inGvitable law of supply and demand :laS gotten in its work. 

Tha reason for no appreci.J.ble increase in prices of agricul-

tural products is t:1at elere lus been an ov-er-product ion, as 

compar·ed wit:: tlw .3L~ount s which Europe C::ln purcl1ase. 

As is well knoWIIt, t:1e price at wl1icn t:·J.e export3.ble 

surplus is sold fixes the price for the ~1ole crop, and Europe 

makes her purchases where prices ar·e the c~1eapest. If our 

fan.,ers persist in rdisin; r.iors w:neat tlB.n is consumed in tt-"is 

country, the only price that t110y can GXpc~Ct to receiv-e is 

tile Liverpool price less tne ct.arges for laying our w~1eat do-vvn 

in Liverpool. T~1is is bec3.use the w.neat ::;rovver in this country 

is in competition with t~1e wheat ;rowers in Canada, the 

Argentine, Australi3., 3.nd India, in wnic:1 countries everyt.'1ins 
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tl13 L1rmc r 1: -..s to 'o1.:w. :C:vory :.ni,_,_sb-y pr.?.,ctic.:1ll:' _is running on 

a nol·mal b ::.sis. 

of t .. :o o:g :::,cr..:s 

'"- pl::.sterel' in t::e :2:::-:,st, sortuthing is rad.ic:::1lly wron::; ::-,n:: s~m .. cli 

be corr·octed. 

It is osti:.ut.;;d t::at t~:::; bu".lcUn<; pro:-rrx:: fo1· lS23 tot:-:.ls 

:C:p;Jroxir.1?..'cely ~:5, 000,000,000. Cc't-

st::,n:'.ing f3atur;; in ~vJry line of businJss bc:t ~"gricultur::;. Is it 

' of 
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There would seen, to be two ways by w.c.i::3"1 the farn;.sr 

can WOrk himself into a pOSition W~'lere it is ,POSSible for him 

to show a profit at t:1e end of ec.c.:1 ye3-r out of his operations. 

First: Curt3-il the production of all a~ricultur~l 

comrTJOdities that are exported in con;petition wit.L1 products 

produced in foreisn countries to such an extent t~nt our farmers 

would be producin;s sli;.1.tly less than our domestic consumption. 

This v;ould mean for exan.ple tlBt tne prod1..1ction of wneat 

would :have to be reduced to a_round 6:;0,0CC,OOO bushels, and 

the pric.s the consun,Gr v1;ouli l1~ve to pa,y would b,J tb.J C3.nadian 

price plus the tariff and cost of tr.=ms:;:>ortation. This would 

1;1ean th3.t today the farmer would receive around $1.65 for ~1is 

wheat. 

Suc~1 curta_iln,ent ·,>vould not necess:1rily mean a 

decrease in productive activity but would entail a re-a_rran-;ement 

of the farmer's oper3.tions all alon; t:ne line. It would mean, 

in other words, a better balancin; and diversification of 

crops. It is r£G>st necessary that every farmer producG practicall~' 

everytnin; he eats and n:1ve f .:1rm products to excnan.;e for t;.1os e 

necessities he cannot raise. 

There is no r-:;ason w~1.y the farmers snould not raise 
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more fla.x tl:::m is no··_, b.dnc r:cisod in this country. A f::t.ir 

aver:::.ge of tho :mnu.:..l ".r:lount of fl:cx inported into this country 

from 1914 to 1922, incl usivo, nou1·· be ap~,)roxim:ctely 12,000,000 

bushels. The f:::.rmors could vmll incr..::ts0 t::..:ir production 

of fl&x -- so.y ten million bushJls -- or or.'lploy ono million :ceres 

··.-~thout afL;ctinr: th;; prico t::oy :=cro non r:.;coivins; v·vhich is 

tl:.G Arg.:mtino p1·ic0 plus tl:J cost of tl·ansport::.ticn ::l.nd t:·.e 

t.:l.riff. Woulcl tho.t the producers of •ahoG-t '.V8r0 in tho fortun?.te 

positionth=tt tho fl:::.x grower is ! 

Lot ne 2-sk you t:-:;.; y_u:Jstion: Houlc'l. tho Unitod St:::.tos 

Steel Corpor.:ttion r· . .:-,nr f.:tcture ::'.. surplus o·.;or :loraostic der.mlids 

if the price at vrhich tho surplus h:td to bo sold. fixed ::t price 

for tho entire product t1nt w2.s loss th.:m the cost of production? 

TllJ answ.;r is: Most corta:'..nly No. 

the country are in ~ comp:cr.:l.bl3 situation tod.ay. 

Tl:0re can b:J no sound argumont •-:hy tho L:.t.rr::ors of 

this country should raise wheat and sell it .:.;.t :1 lov7Jr p:cice 

than it costs to prccluc8 th0 wheat. If we only grev-v .:1s much 

ni"~oat ::-..sour d.om..;stic consumption roq_uir.;;s, tl:-.;ro wouli not 

b3 any sufforing ab1·oad. It is cl':·,imod that C.:m::td:l 1ns 

potent:.:::.l• rrho::tt producing po5sibilitios sufficient to su))ly 

t::o r.:;q_ui1·0m:mts of th.:; vvorld. It should b.:; ~n o:Lsy m:'.ttor 

if such ~,s th.:; c2.so for C:::,n-:::1.2, to incro.:,so h.;r production 

200 million bushels, if n:::cossary. 

pot;:mti:l.litios, it is c,;rt:1in th£Lt Russi:1 ·,:ill soon.c:r or l::tt.Jr 

again b3 3. competitor in tho raising of ';lh..;::'..t. 

· Th,; s,:;cond motho:i would bo to seriure .:1. reduct ion 
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in the prices of 2,11 ccmr.:-:oc~ities t!::; f:JTmc:r is obliqed to 

purcl:ase. But such z: reduction does not <UJ:D to b:.; in prospect, 

nor is it clear ::o;: nny '::tction by :my -.gr·~_cultur:1l group could bring 

it 3.bout? T},is c:::;.n bs ~ccomplishod only by .:::, reduction in 1·::cges 

•;vhich cc>.n b:.: st b.:; cbtained by ::c libor1.liz::ttion of our 

im::Jigration laHs, ::cnd ..:. modific3.t ion of 01J.l~ tar:.ff la"17s. 

The conclusion V!Oul::l. then seem to be: forced upon us 

that to work cut thoir s:1lv::1tion the f::cr~.Grs must appro:::,ch 

their pr~blems 2.s :t businass problc:-.1 :::,ni solve it along business 

lines, must org,:miz.:; to g::1in all the adv::1ntag;:;s that li8 in 

co-operative r.nrkctinr; Ztssoci:ltions, but ::cbove 2.11, seek to 

plan their production ,-:i th rGlation to the dc:xmd. 

It is just '-S import::tnt th:-tt ths business of f.::lrming 

be conductGd ::clong 30und, busin:3ss linGS ::cs :my othar businGss, 

It is folly :-tnd a shoGr waste of timG Gven to try to change 

0conomic la'ilS by legisl3.tiv8 2-.ction. Th;,; successful m::m, 

in ~ny kind of business, "chieves his success not by opposing 

.;conomic Lwvs but oy :::.d::lpting l:is opGr::ttions to thorn. 

Th~.t tha future of :?..gricul ture i 3 'bright seoms to macertJ.in. 

It is astimated t:::1t in ton ye:?..rs our popul::ttion rrill have in-

cre?Lsed to such em JXtont that our present whe::1t production •vhich 

is said to h:::.vo rGacl;.-.Jd practica:'..ly our full producing cap2.ci ty 

vtill b<J cmtir_;ly consur:1ed by doraastic consurnption. This is no sound 
farmer in the 

argurn:.Jnt for lottiJ.1t; naturo t3.k3 its.courso.\:lh:;;,t will b0com.; of th§../ 
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meantin;e? ") If a plan can b3 i;vorkcd out t.c.Cl.t ·vill provide for 

for all tin.e to co1;1e tne problei,; now confronU.n; us. As for 

the future, it appears to n.e thJ.t it is onJ.y n3cessary for one 

to take :t ... is p:mcil and paper a.nl do a littlJ fL;LITin'~· In ::111 

probability our pe;pulation '"''ill increase s.t :m 3-VerJ.::,:e r.:;;.te of 

one and one-.nlf rrji}.lions durin; t~10 next ten years. 'l2e ::LVera,:;e 

consumption of whe3.t, per person, j_n L;.is co1~.ntry, is approximJ.tely 

lion bushels, arr.ountin:;, in 10 years, to an iJ:Jcre':l.se of 90 million 

bus~1els per :mnu:a1. In addition to tt-~:!.s increased. ccmsun:pt ion of 

wneat, tnere will, of com·se, be an incre3.S·3d co~1SUir,ption of a.ll 

other a;ricultural proJucts. 'l'l1e q_nestion n?"T;tlrally 3.rises wh.:1t 

a:Sricultural sections "Vill tJ.ke ca.r·e of this incrGas·:Jd consurr.pt ion? 

I do not beli GVe 2illY one would say t.nat ~'Tew En:;Lmd can expand 

to any extent a;riculturally, neit~1er can t ... J.e Midile States. Tne 

only sections left are L1e Sout.1 and West. Th3 section that has 

t.~e bri:;ntest future, a~ricultura.lly, is, in nzy- jud5u.ent, this 

great Northwest. Its business is tint of providing necessities 

for a rapidly increasin; public w~ich n,ust be fad, and a 

public ~ocustorlled to the hi{nest standard. of livin,:;-. 

I am sure tint ac;riculture ,"Jill ultimately recover, 

but this recov0ry can bast '::>e a.cceletated by t:r .. e fullest cooper::ttion 

be tween all t~1e forces at work, t.:1e United. St :J.t es DGpartrr.ent of 

Asriculture, t:.e A :;ric1..Jltural Colleges, suc~1. or~::.nizations ::.s the 
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the Farm Bureau, the Farmer Banker Council, and all others that 

are working for one corr::mon end - the welfare of the Larmer. Let; 

them all pull to.sether along sound lines and the farmer will be 

restored to that position he is justly entitled to, and be the 

Monarch of all ne surveys. 
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FEDERAL RESERVE BOARD. 

WASHINGTON 
X-3643 

February 24; 1923. 

In accordance with the arrangement which has been entered into b~tween 
the Federal Reserve Board and the Treasury Department with respect to the re­
demption of inc~mplete 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 treasurer of the United States has delivered 
to the Federal Reserve Bvard notes of this kini. amounting to :jp245.00, and that 
the Federal Reserve Board has reimbursed the Treasurer in like amount. The said 
notes are more particularly described as follows:-

F:SD.SR1~ &i,SgVE, ,NOT.ES 

5's lO's ~ Total 
Boston $ ~ ~20 $ 20 
liew York 25 20 40 $5 
Philadelphia 20 20 
ittlanta 10 10 
Chicago 15 20 35 
San Francisco 10 60 70 

40 40 160 249 $240 

FEDER. ... L RESL.:RVE B.iGK :i_;OTES 
D 

Richmond 5 5 
Total Federsl Reserve notes and Federal Reserve Bank notes, $245 

I am directed by the Board to request proportionate reimbursement from 
all Federal Reserve Banks based up:m pai.d-in capital and surplus as of February 
1, 1923. Under this arrangement the amount chargeable to your bank is $ 
which please credit the general account, Treasurer U. S., on your books in the 
usual manner for account of "Salaries and :Sxpenses Federal Reserve Board, 3J?ecial 
Fund", redemption of incomplete notes, and send du~)licate C/D to the undersigned. 

In accordance with instruct i:ms contained in Board's letter of July 
8, 1921 (X-3160 J the amount of this assessm~nt 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 Earnings and Exp~nses of Federal 
Reserve banks. 

Very truly yJurs, 

Fiscal .-;.gent. 

(To Governors of all Federal Reeerve,B~ks), 
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-FEDERAL RESERVE BOARD 

ADDRESS OFFICIAL CORRESPONDENCE TO 

THE F.KDERAL. RESERVE SOARD 

WASHINGTON 

X-3644 

Federal Reserve Agent, 

Dea.r Sir: 

Receipt is acl;:nowledged of your 

lette:r of enclosing copies of the 

:t'epoX"ts of examination of Sta.te institutions 

as listed therein. 

Very truly yours, 

J. C. NOELL 
Assistant Secreta.ry. 
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FEDERAL RESERVE BOARD 

ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

WASHINGTON 

Fede~al Reserve Agent, 

Dea.~ Si~: 

Receipt is a.cknowledged of yout' 

letter of enclosing copies of cor-

~espondence perta.ining to Sta.te institutions 

a.s listed tharein. 

Vary truly you~s, 

J. C. NOELL 
Assistant Sec:reta:ry. 

X-3644a. 
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F E D E R A L R E S E R V F B 0 A R D. 

ST ATFfvlElilT FOR THE PRESS 

For release in Morning Papers, 
Thursday, March 1, 1723. 

The following is a sumiTary of general business 
and financial conditions throughout 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 highet than in 1Sl9 or ~920, a continued 

advance in the prices of rr.any basic commodities, additional borrow-

ing from banks for commercial purposes, and somewhat higher money 

rates are the principal recent developments in the business situa-

tion. 

Production in basic industries, as measured by the 

Federal Reserve Board 1 s index, 'vas 6 per cent hisher in January 

than in recember, and reached a volume exceeded only once in the 

past, in ~Jay, 1317. Production of steel ingots and of anthracite 

coal and mill consumption of cotton sho1·:ed particularly large ad-

vances, and most other important industries increased their out-

put •. Building operations have been rr.aintained on a large scale. 

The expansion in production durins January was accompanied 

by a substantial increase in freight shipments. Car loadint;s of 

fores·t products, reflect in;; the cant inued buildine-; activity, reached 
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the hi;hest monthly total en record., and loadinc:s of merchandise 

and r::1iscellaneous commodities were hi;her than in any January of 

the ~ast four years. 

Industrial employment continued to increase durin::-~ 

January, and shorta;es of both sl-illed and uns"killed labor were 

reported by textile mills, steel mills, and anthracite coal mines. 

Itore wac;e increases at industrial establislli:tents were announced than 

in De cenb er. There is still so:r;'e ,merq;loyrnent in stat2s west cf 

the I'1ississippi. In industrial and cocrnercial centers there has 

recently been a lar~er demand for office 1-vcrkers t al thowh throush-

out the country there is muc:"l uneiYployment in this ~;rou:zJ. 

The index number of the Tiureau of Labor Stati~tics, com-

:ruted from the ·:vholesale prices of about 40C commodities, includ-

int, finished and semi-finished ;roducts as well as raw m:~teri.:;.ls, 

sho,ved the same avera;:e level of ;rices in January as in November 

and ::::ecember. :Set·.veen ~e cen:ber and January the prices of cloth-

in:;, fuel, metals, buildin;:; ::r..s,teric;,ls, c:1erdcals and hcuse furnish-

in;:-;s adv2,nced, but these advanc.::s -,,'ere accom:;::;e.nied by declines in 

farl:"l products and. food, so thz,t the come ined index rerraine::l unch:mgad. 

:::'urin::: recent weehs the ::.'rices of a rro.."Ylter of basic corrmodities ad-

vanced ra;idly and in rr.arry cases reached the hip;hest points since 

1:/20 or the early part of 1321. A;-:on;: commodities reecbin,·c new 

high levels for the current movement ·vere corn, beef, cotton, wool, 

silk, hides, lumber, rubber, linseed oil, co::;per, lead and pi:·: 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 there has been no lart:e 

increase in stocks of boods held by department stores, and the rate 

of turnover continued rapid. In wholes&le lines there were particular-

ly large sales during January of dry goods, drU§.~s, hardware, and farm 

implements. 

The larger volume of commercic:tl borrowin,z, at member banks 

in recent weeks has been contrary to the usual trend of the season. 

Commercial loans of reportim:; member banks on February 14 <vere 

$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-

II"and for credit first showed an upward turn. 

This increased de~nnd for credit at the member banks has 

resulted recently in an increased volume of borrowin,q by the member 

banks at the reserve banks, chiefly :Boston, New York, and Philadelphia. 

On February 21, the loans to member banks were ~62B,OOO,OOO or 

$246,000,000 higher than in mid-summer. Juring the same period 

the volume of Government securities and bankers 1 acceptances held 

by all Federal Reserve Ianks declined $1GO,OOO,OOO,resulting there-

fore in a net increase of $G7,000,000 in the loans and security 

holdings of the reserve banks. The volume of Federal reserve 
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notes in circulation which showed the usual post-holiday decline 

in January, began to increase on January 31, a week earlier than 

last year .. 

Money rates also sho'ved a tan,iency to becom3 firmer, 

especially in recent weeks. The open market rate for commercial 

paper, which was 4 per cent last summer, rose during February 

from a range of 4 1/4 - 4 1/2 to a range of 4 3/4 - 5 per cent. 

On February 23 ths discount rate on all classes of 

paper at the I?oston and New Ycrl: reserve banks was advanced 

from 4 to 41/2 per cent. 
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STJ.TEl\~NT FOR ':'HE PRESS. 

For immediate release. 

Mr. Lynn P. Talley, of Dallas, Texas, has been 

appointed by the Federal Reserve Board as Class "C" director 

of the Federal Reserve Eank of Dallas, to fill the vacancy 

on the board of directors of that Bank which has existed since 

expiration of the term of ~,rr. L 0. ,....ooten, on :::ecember 31, 1922. 

The Federal Reserve Doard has also desi;::;nated gr. Talley as 

Federal Reserte .Agent, by virtue of which office he also be-

comes Chairman of the boe.rd of directors of the ban1~. Hr. 

Talley will assume his du~ies at an early date. 

February 26, 1~23. 
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SUGGESTIONS FOR ~MKING OUT A GOVERNMENT TIILL OF LADING. 

X-3647 

Bills of Lading are printed in quadruplicate. One is designated 

as ORIGINAL, one as SHIPPING ORDER and two as MEMORANDUM. It is 

always preferable to make out Bills of Lading on the typewriter 

using carbon paper to make all copies at once. The form should be 

filled out complete from the top down to the line reading "See in-

structions on reverse hereof". The sheet marked SHIPPING ORDER 

should then be separateQ from the rest and signed by the consignor. 

The other three copies should all be signed by the Transportation 

Company. The disposition of the·four copies is important and 

should be as follows: 

The SHIPPING ORDER copy is to be delivered to the Transportation 

Company after the company has signed the other three copies. The 
• 

ORIGINAL sheet should be immediately mailed to the consignee. One 

MEMORANDUM copy·should be retained by the shipper or consignor, and 

the other MEMORANDUM copy mailed at once to the Chief Clerk, Federal 

Reserve :Board. The consignee should hold the ORIGINAL sheet until 

goods are received and checked, he should then fill out the "con-

signee's certificate of delivery" at bottom of sheet and surreno.er 

it to the Transportation Company making delivery. 

Care should be taken to record on the :Bill of Lading all marks 

appearing on the box or package shipped; the number and description of 

the packages, and a clear statement of the contents of each pacl::age. 

The column for "weights 11 on the Bill of Lading should be filled in if 

scales are available, otherwise the column should be left blank. 
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FEDERAL RES£RVE BOARD 

For release in afternoon papers, 
Friday, March 2, 1923. 

CONDITION OF THE ACCEPTANCE: MARKET 

JANUARY 15 TO FEDRUARY 15 

According to reports received by the Federal Reserve 

:Bcoard from the Federal Reserve :Banks the acceptanca market 'NaS 

characterized by marked activity through the third week in January, 

but was less active during February. The heavy year-end financ9~ 

ing reached its seasonal peak shortly after the beginning of the 

year and after that time the volume of new bills coming into the 

market was somewhat less. Demand for acceptances from country 

banks 'Nas large durint; the early part of the period, but declined 

during February. :Bills with 60 to 90 day maturities were in the 

best demand. 

Rates continued relatively constant, although a tendency 

to lower the rates was eviienced in some markets. The rates on 

prime bills of 30 to 90 day maturities ranged in District No. 2 

(New York) from 3 7/8 to 4 per cent, while rates on bills of longer 

maturities, 120 to 180 days, were somewhat higher. ranging from 

1+ to 4 1/4 per cent. RatJs in Districts No.1 (:Boston), No.3 

(Philadelphia), No.4 (Cleveland), and No.7 (Chicago) were similar 

to those in New York. 
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The bulk of acceptance.o which came into the market were 

drawn principally against the exportation of gra:.n and cotton, the 

importation of silk, wool, and coffeet and the storage of cotton, 

sugar, grains, and meats. Some bills were also o.rawn ae;s.inst 

hides and leather, raisins, rubber, tobacco, oil, tires, iron, 

paints and v a.rnishes, e;laos, ano. canned goods. 
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.DDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

F ."ir-uary 28, 192:3. 

StmJECT: ~dvertiserr:0nts of M~mbar :Danks. 

Dear Sir: 

.{t ~~ t~ 

.J:,_!._·,<;,t 

Th;;; FeJaral Re"'orve :~oard has had occasion from time to time to 
express its views as to the propriety of various forms of advertisements 
adopted by member ban~s setting forth the advantages accruing from memper­
ship in the F3d.eral nasarve Syst.::m·,. A large number of individual letters 
with refer:mce to this suojcct havG been written in answer to specific in­
quiries; a number of informal rulings have oeen :pU:olished in the Federal Re­
serve :.i3ulletin; and a comprehensive statem::mt of the Doard 1 s views on the 
subject has been issued in the form of a circul.;::.r letter addressed to the 
Chairmen of all Federal Reserve Janks under iate of April 3, 1920, (X-1882). 
Certain recent developments ~nd a further study of the ethical and practical 
aspects of this problem in the light of exrerience have led. the 3oard to 
alter its judgment as to the rropriety of certain forms of advertisements 
Which it had formerly approved, though it still adheres to the fundamental 
principles heretofore expressed. Tl1e :Doard deems it advisable, therefore. 
to issue at this time a new and comprehensive staterrsnt of its views on. this 
subject. 

There is. of course, no question that any bank, national or State, 
which is a member of the Federal Reserve System, may properly advertise the 
fact of its membership and the nature of the advantages which it actually 
enjoys as a result of that meniliership. It is manifestly improper. however, 
for any bank to issue any statement or to make use of any advertisement 
which is calculated to mislead the public or which ma.y unintentially have 
that effect, and rr~mber banks can not be too careful in choosing the 
language of their advertisements to avoid any staterrPnt which ~ay mislead 
the public or which may appear to have been intended to Luslead. Such ad­
vertisements not only are unethical, but are likely to cause unfavorable 
comment and criticism which may shake the confidence of the cororrJunity in 
the integrity of the bank's management and thus cause the batik irreparable 
injury~ Furthermore, the Board feels that statements which may mislead the 
public·as to the practical situation are improper, even though they are 
theoretically or teChnically accurate. 

One of the first rulings which the Hoard issue~ on this subject 
was to the effect that rr:ember banks should not advertise that they or their 
deposits are under 11Gov.;;rnm:mt protactiorr". (Federal Reserve :;ulletin. 
November, 1915, p, 362.) Similarly, the ~oard has expressed its disapproval 
of advertisements containin,; the statement that member banks are "under 
Federal control", that th2ir business is 11 c,1rried on under personal super­
vision of State and national authori t:::.es 11 , or t:-.. at, 110ur member&llip in the 
Federal Reserve System means your guaranteed safety." 
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The advertisements which have caused the ~oard the greatest dif­
ficulty, however, are those which contain statements with reference to the 
character of supervision to wi:ich State member banks are subjected by 
virtue of their membership in the Federal Reserve System. There is perhaps 
an Unconscious tendency on the part of a number of State member banks to 
use advertisements •Vhich imply that tl~ey are under precisely the same 
supervision as national banks as well as 1.mder the supervision of the State 
banking authorities. Such advertisements are inaccurate and misleading, 
and the Federal Reserve Joard has always opposed them. Thus, the Board 
has always opposed advertisements by State member banks containing state­
ments to tLe effect th~t they are under National supervision or supervision 
of the National Government; and in the circular letter above referred to 
the :Board said: 

"The Joard believes, therefore, that when a State member bank 
uses the word 1National' to describe the supervision to ~1iCh it 
is subjected by reason of its membership in the Federal Reserve 
System, the plausible inference of the public is that the super­
vision is the same as that to which National :Danks are subjected. 
There is no doubt that that inference must be avoided so far as 
E_()~_sible to do so.~~- -- -- -

vv-hile it has previously expressed opinions to the contrary, the 
noard is now of the opinion that for the s~~e reasons, it is also improper 
for State member banks to advertise that they are subject to or under 
Government or Federal supervision, or sup,?rvision of the Federal or United 
States Government. Vfuile technically, under the terms of Section 9 of the 
Federal Reserve Act, State banks are "subJect·. to 11 examination 'oy the Federal 
Reserve noard in the sense that the Joard has the right to examine them, 
yet as an actual watter they are not actually examined or supervised by 
the Federal Reserve 3oard, and the Act expressly provides that they shall 
not be subject to examination by the Comptroller of the Currency. It is 
true that they are subject to examination by the Federal Reserve Danks, 
but examination by the Federal Reserve nanks does not con&titute exami­
nation or supervision by the Federal Government, because the Federal Re­
serve nanks are not branches of the Government· and are not even owned by 
the Government, but are private co~porations the entire stock of whiCh is 
owned by their member banks. Furthermore, the Federal Reserve nanks often 
do not examine them, out merely accept examinations made by the State 
authorities. 

It may be argued that, because they are technically "subject to" 
examination by the Federal Reserve ~oard, Which is an independent establish~ 
trent of the Government, it is not im})roper for State member banks to adver­
tise that they are subjsct to or under Federal or Governmental supervision. 

While such a statement rna" be technically accurate, however, it is mis­
leading to the public, be~ause the average layman reading such a statement 
would fail to note this fine technical dis tinction and would get the im­
J?l"eSsion that such banks actually are supervised by the Government, Which 
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is not in accordance wi t:1 tha facts. lind.eed, an advertisement to the 
effect that a State membar bank is subject to or under Federal or Govern­
mantal supervi~icn ·v,rould have little or no advertising value were it not 
for the fact that it conveys to the public the idea that such a bank 
actually is examined by the Government in the same manner as national 
banks. 

The Federal Reserv..e :;:;oard h..1.s previously expressed t-:ne op~n~on 
that statements by State ~e~ber bants to the effect that their membership 
in the Federal Reserve Sy:;to:::m ;;ives "double security" or "double pro­
tection" are misleadin6 • So, also,, w:1ile national banks are in a sense 
"subject to" dou-ole supervision, that is, tbe supervision of the office 
of the Comptroller of the Currancy and the supervision of the Federal Re­
serve .Do&:~d through special examinations malie by Federal Reserve :Banks 
Nith the approval of the Federal Reserve :icard, nevertheless, it would not 
be pro~er for a national bank to advertise that it is under double super­
vision or supervision vvhich affords "douole securi ty11 or 11double pro­
tection" to its depositors. 

The :,oa.rd has heretofore ruled, and is still of the op~n~on, 
that it is entir,3ly proper for State member banks to advertise the fact 
that thJy are member's of tne Faderal Reserve System and that the resources 
of the system are available tbroue;):l the rediscount privilege to all member 
banks. 

Any rulings or o._JlDlons of the Federal Reserve J3oard which 
are inconsistent with the views herein expres~ed shall be deemed to be 
superseded by this ruling. 

The Federal Reserve Danks ~re requestad to call this matter 
to the attention of their member banks and to explain to them the opinions 
of the Federal Reserve :ioard regarding the aci.vertisements of member banks, 
·.vi th a view to the discontinuance of all advertisements which are con­
sidered to be improper or misleauing. 

3y order of the Federal Reserve ~oard# 

Wm. W. Haxton, 
Secretary. 

To Chai :rman of all Federal Reserve Lanl:s • 
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X-3653 
Superseding 
X~3336 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Officers: 

L. L. Rue, President, 
P. T·~1. 'Narburg, Vice President, 
H. 14 Hilyar1i, Secratary. 

Corrected to March 3, 1923. 

L. L. 
P. M. 
J. J. 

MEMBERS 
District 

rTo .. 1 Alfred L. Aiken 

No. 2 Paul M. Warburg 

l'Jo. 3 1. L. Rue 

l'Jo. 4 c. E. Sullivan 

No. 5 John M. Hiller, Jr. 

No. 6 E. VJ. Lane 

No. 7 J. J. l1i tchell 

No. 3 Festus J. '.ldde 

No. 9 G. H. Prince 

No. 10 E. F- Swinney 

No. 11 R. L. Ball 

No. 12 D • W • '1.\vohy 

R1-~e, E. F. Sv1inney, 
Warburg, A. 1. Aiken, 
Mitchell., J. :v1. Miller, Jr. 
- - - - - - - - - - - - - - - -

Repre seritative 

President 

Presiaent 

Prac.iJent 

President 

Pre,Lient 

Chrw. of 
the Bo-.lrd 

Presio.ent 

Clum. of 
the· Board. 

President 

Chrm. of 
the Bo.:trd 

Chrm. of 
the Board 

Natl. Sha·,vmut Bank, 
Boston, Mass. 

31 Pine Street, 
New York, N. Y. 

The Phlla. Natl. Bank, 
421 Chestnut Street, 
Philadelphia, Pa. 

Central Hatl. BanJ:, 
Savings & Trust Co., 
Cleveland, Ohio. 

First Natl. Ba.rit:, 
Ri chrDond. , Va. 

Atlantic NatL Bank, 
Jacl:sonvi.ile, Fla. 

Illinois Merchants 
Trus t Company, 
G£liC8.gO, Illinois. 

Mercantile Trust Co., 
S t • Louis , Mo • 

Merchants Natl. Bank, 
St. Paul, Minn. 

First Natl. Bank, 
Kansas City, Mo. 

Natl. Bk. of Commerce, 
San L.n tonio, Texas. 

Old Hational Bank, 
Spokane, Wash. 

Address of H. L. Hilyard. Secretary, 421 Chestnut Street, Philadelphia, Pa. 

-
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ADDRESS OPPJCJAL CORRESPONDENCE TO 

THE FIIDERAL RDERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

SUBJECT: Suspended Clayton Act Application. 

Dear Sir: 

:t86 

March 3, 1923. 

In connection with a recent study which the Board has 
made of the Clayton Act situation, it was decided to reconsider 
at this tirr.e all applications under the Kern Amendment which 
have be-en held in suspense pending the enactment of the proposed 
amendment to the Clayton Act, and to pass finally upon them­
without waiting further for action by Congress. Before acting 
upon tbese cases, however, the Board wishes to have before it 
up to date information concerning the condition of the banks in­
volved, the nature of their business, the character of the com­
munity in whiCh they are located and of the clientele they 
serve, and all other facts and circumstances whiCh may bear 
upon the question of the existence or non-existence of sub­
stantial competition between them. 

For this purpose you are requested to obtain from all 
persons in your district~ Whose applications are being held in 
suspense., new applications and statements on the new forms 
recently adopted by the. Board.- In forwarding these forms to 
such: persons you should :a%plain the purpose of the new ap­
plication, and advise tha applicant of tha desirability of 
filling out the application in great detail and of including 
therein all information which mie,ht be of value in determining 
the question of substantial competition. In forwarding such 
completed applications to the Board, your accompanying report 
should similarly go into detail, and should aropl ify or con­
trovert the statements made by the ap}licant wherever appro­
priate, and in genaral contain all available information bearing 
upon the application. Your recommendation should further be 
made in the light of the Board's new statement of the meaning 
of substantial competition, as set out in its letter to 
you dated January 2; 1923. 

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



FEDERAL RESERVE 

STATEMEHT FOR THE PRESS 

For release in Morning Papers, 
Monday , :,ra.rch j , 192 3 . 

.... -~ ..-...~ .. ~ 
-~--~·-· ,( 

BO.ARD 

The following is the Heviow of the Month as 
contained in the forthcoming is~ue of the 
Federal R0serve Bulletin. 

BUSV'!ESS .~lTD CR.'SDIT 
---Since -t:rie. O,t)eninc; of the yaa.r thara 1Ls ba,m continuad growth in 

tha vol'UID3 of :;:-:rodu..::tion, furthGr incraa!:,.;;s in tha .i_-rices of ba~ic 

rratarials, and a larger deD~~~for credit. ~10U(ft the general credit 

trend has been sorr;ewhat obscured by saasonal influence;:>, the differences 

Jetween the deve1o ... ~ments this year .:tn~ ::;.t the ~e6innint,; of 1';;22 indicate 

an increc.se in the credit requirerr:ents of business. The reduction in 

loans at member 03nks durins J~Uluary w~s only half as large in 1S23 ~s 

in 1922, ~d the decrease in reserve oant di~counts was much smaller 

than a ye'J.r a._,o. Also, tha return flow of Federal reserve note currency 

was not so }:JronoU.nced this year _1,S last, and c:.m:e to an end :1 week or 

t..vo e8.rlier. Borrowinc; for commercial :..:mrposes, which has increased· 

steadily since midsurnrrer of 1922, showed no seasonal decline, but con-

tinued to increase during January and February. The effect of this 

larger credit demand was felt early in February in a hi6har level of 

money rates in the fin~cial centers. 

In considering the present condition of industry and trade and the 

prospective demand for credit, it is irr~ortant to 6ive attention not 

merely to the financial si tue:":.tion, but to influances affect inc; the cur-

rent volume of production and trade. Credit changes tend to lag behind 
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changes in productive output, and consequently the irnrredi&te financial 

developmmts do not &dequately reflect the a:ctent of present industrial 

acti'rity. 111'3 factors of iJrimary importance 5.n estirratint: the present 

outlook are tne volume and characiter of g0ods be:cng produced and marketed, 

and the sources of dema!ld for those goods. 

It is well knc·.vn th2ct the trend of production has been upward since 

the middle of l'j21, c-md that the cu rre;1.t ov•.::,mt is l0rc;e, but the ex-

tent of recovery and the rr.agni·cu,!e of the })resent vobme of production 

compared to earlier 1 eriods of business astivit,y are not so fully 

realized. During the last quarter of 1922 production was greater than 

at any similar period duri:1g the pazt five years. The Faderal Reserve 

• 
Board's index of production in basic industries, which measures the 

changes in the output of 22 comrr:odities, shovvs tLat in September, 1922, 

production was equal to the monthly average for 1919 1 and that since that 

month there has been an almc~t continuous ccdvance. During so short a 

period as the last five months there has been a 20 per cent increase in 

output, and in January the level of production rosa aboV•3 the peak of 1920. 

Durin6 this period industrial disturbances hava been few, mining has pro-

ceeded on a larger scale, and traffic conditions have improved. The 

relatively mild winter and the continued dem~nd for housing facilities 

have led to a continua:.-1ce of buildine; operations. Greater efficiency, 

both of labor and of factory equipment, has made larger output lJos:oible, 

and the !lustained decand for basic materi~ls at advancing prices has made 

.?reduction profitable. 

The chief factor in the la:~:ger l~rodu.ction durj.ng January was the 

increased output of iron and steel. T::is ou~:_t)u'i.; d·rril1g ':;he first mo:1th 
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of 1/23 was cioubl::: t:~,at of tl:e same month last year; the output of steel 

ingots was, in fact, the 1argast on record for any January and with the 

exce;?tion of T.1arch, 1920, tte largest for any montn since 1918. R;cent 

estir.dtas of the consumjJtion of steel by important lines of industry in-

dicate the character of 1::.resent demand. Railroads used apl_Jroximately 25 

per cent of L1.st year's steel production; tr21"1sport::ction and storage of 

oil, gas, a.nd water consumed 15 per cent; buEd.ings and bridges ap:_Jroxi-

,·!' r•f"' 
~·~ -;_ ;::._/ 

mataly 12 per cent; the automobile industry 9 per cent, and tf.e export de-

mand atout 8 per cent. Larger steel production during J~"'luary has been 

accompanied by a growth in the volurr.e of un.fillsd orders and by an in-

crease in the l~rice of steel. 

A som~·,vhat similar situo.tion exists in the building indus try .md in 

the indust:ci3S prociucint> building r.r.aterials. Since the latter part of 

1922 the vo1UJIB of orders )laced for 1uml.ler has exceeded production, 

some weeks running as hit._;h as ~0 i'er cent in excesu; in December and 

January shipments of 1 umber a~;:ceeded ~.:;reduction by about 20 iJer cent. 

Production of lumber, cement, and face brick during January, 1923, average 

about 45 per cent greater than a year earlier, and rrices of building 

ma.tarials advanced 19 per cent during tha same period. The advance in 

prices of thesa materials during the past ye<.1r has been greater than for 

any other group represented in the index number of the Bureau of Labor 
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Statistics, but the increase in their ptoduction has 

been still breater. The dekUnd for basic materials 

and for house furnishings resulting from ~~e present 

building activity has played a large part both directly 

and indirectly in creating the current volume of pro-

duction and trade. ~~e construction industry and, in 

fact, the production of equipment goods in general 

are fluctuating in cbaracter, and the influe~ce of 

the additional dem8nds arising from such industries up-

on the volume of employment, and hence on the buying 

power of workers, is greatest during periods of changing 

business activity. 

~fuile the production of consumers' goods ordinarily 

fluctuates less than that of basic materials, yet their 

output has also responded to the recent increase in busi-

ness activity, and to the larger purchasing power resulting 

from fuller employment~ At the beginning of 1922 the pro-

duction of textiles, shoes, and food declined, but during 

the latter part of the year the output of these goods again in-

creased. .For the year as a 11vhole, cotton ~?onsumption at textile 

mills was the largest since 19l8j woolen mills were particularly 

active during the last quarter of the year and maintained their 

production during January.- The output of f;ood products was greater 
during 1922 than in either of the two preceding years, although in 
general less than during 1919. It is estiw~ted that d1ITing last 
year more meat was consumed in the United States than during any 
previous year. The dorrestic derrand for consumers• goods is the 
largest market for ~merican products and the increase in the money 
income of the nation during the past year has been reflected in 
that market. 
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PRODUCTION 1'JJS STOC:~s: In orler to letarmine the economic significance 

of the large vclume of current prodl-:.ct ion, it iJ important to know whether 

the output is beir:g mar:keted &s it is produced or is accumulating in large 

quantities. .i.'.. comparison of the stocl:s of basic rr.c:.terials in January, 

1523, with those for the corresponding month a year ago indic~tss, as 

far as information is availc:"ble, t:1at they are not accl.:unulating. Ls 

this conclusion bears an important rels.t ion to tl1e c'urrent business and 

credit situation, the evidence is presented in some detail, 

'rhe fact that stocks of many ba3ic ms.terials at the beginning 

of the year were less than a yeD,r ago in:licates th;~_t increassd output hc,s 

been accompanied by active tr~dinf:: :.,nr:l t:b.z,t thcZ goods produced ~1ave rr:oved 

steadily into the channels of trade. f. further indicz"tion that no large 

physical volume of goods has been accumulated by industrial corporations 

is furnished by the recently published annual st2-terrents of a considerable 

number of those concerns, includ.ing both those en8aged. in the prod.uction 

of raw materials and of finished e;oods. These stc:.tements show that 

inventories at the close of 1S22 averar-:ei some''lh<'t less than in 1321, not-

withstanding the fact that prices o.re hiq:her than a year a.go. InforrrBtion 

concerning stocks in hands of retailers is less comprehensive, the only 

available data being the re:9orts received by Federal Reserve Banl:s from 

500 department stores in over 100 cities. The merchandise stoCks held 

by these stores at the end of the year were relatively low and during 

January declined slightly, 

The relation between production and stocks is ordinarily :roe-

garded as of great value in throwing light upon business and credit 
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conditions and tendencies. In a period of bus i 1.1sss revival, when 

prices .:::,re advancing, there com2.s a time •vhon the expectation of further 

increases in prices furnishes a po•verful incentive to rr:anufacturers 

and merchants to enlarge"the volume of their purchases of materials and 

merchandise, and so to accumulate stocks. Such practice, if generally 

pursued, may for a time be itself the cause for bringing about the 

expected increase. T..-1e policy of purchasing far in anticip'"'.tion of 

demand 1Jecause of expected price advances, 2.nd of ordering materials 

in excess of requirements because of fear of shortages, introduces an 

element of unhealthy sp3culJ\tio"8. into production and trade. Such 

policies, furthermore, ordinarily lead to increased borrowing to 

finance the larger inventories, and borrmvin;; for this purpose accounts 

in part for the enlarged demand for credit ''Ihich accompanies a rise in 

prices. How large a volur;;::O- of credit at any ?:iven time is required 

to maintain a healthy condition of productive industry is not always 

easy to determine, particularly in a country of such varied and complex 

economic activity as the United State". But it is ;vell to emphasize that 

an economic use of cr:;dit is to facilitate the production and orderly 

marketing of goods, and not to finance the speculative holding of ex-

cessive stocks of m&terials and merchandise. So far as the available 

indications go, the increased de-rrand for credit during recent months appears 

to have arisen from the larger financial requirements of current production 

anj trade, and not from speculation in inventories. 

Further evidence as to present ~arketing is furnishsd by the 

car loadings of merchandise and the volum.:; of wholesale and retail sales, 
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Railroad loadings of merchandise in the last quarter of 1322 were about 

10 per cent larger than those of the last quarter of 1521. During 

January-there was a further increase of merchandise loadin;s, ani the 

total for the month was 23 per cent larger than the corresponding month 

of last year. The volume of wholesale and retail merchandising in-

creasad in the last quarter of 1-..22, but the increase of wholesale 

trade was not unusually large for the season of the year. For 1922 

as a whole, ho,vever, the volume of vvho1esale trade •vas substantially 

greater than in 1321. In retail trade ths sales, both of department 

stores and rrail-order houses, v:ere consi:lerably l&rger in the fall cf 

1)22 than in 1321. During the last quc::.rter cf the year department 

stores increased their s~les over the corresponding period of the 

previous year by approximately 6 per cent, while, comr;aring tha same 

periods, rrail-order houses reported sales ~1 per cent larger. Mail-

order sales, however, which refl~~ct the merchandise derr.and ·in rural 

districts and which declined heavily during 1)20 and 1)21, were still 

srr.aller in dollar value than they were in 1')1), whereas department 

store sales, representing city trc..de, ,._.ere much la.rger. December 

sales of reporting department stores reached the largest monthly figure 

of the last four years, and in January were 12 per cent larger than in 

January, 1322. 

The increased buying which made possible 

this larger marketing of goods came chiefly from fuller eirrployment 

and the larger pay rolls and from some incresse in the net proceeds 

to the farmer from the sale of his products. Restoration of buying 
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power resulting from reemployment after the industrial inactivity 

of 1:~21 is one of •the causes for the sustained :iemand t:hat has sup-

ported tha increase in that activity. Dc1ring the past year the pay 

rolls at industrial establishments increased approximately 25 per 

cent. Moreover, this increased money income was not offset by 

corresponding increases in the cost of livin~. Retail prices rose 

very little during the year, so tra t the advance in >Jholssale pric.:-s 

has not yet been fully refL;cte:i in tha prices of goods ':.ought ty 

the ultimate consumer. These conditions h2-ve enabled wage earners 

to make savings. as is eviience:i by the ,::;ro·vth of sc;.vinr;s deposits 

throughout the country. T~1.e incre.:"se durins the year in savings 

depos:i.ts for about E:GO re~)orting banl<s distributed through the 

12 Federal Reserve Jistricts an:i holding approxirr:etely one-third 

of the total time_ and saving:s deposits of the country was f;445,000,000. 

About So per cent of this increase took place during the last three 

rwnths. The accumulation of these savin~s represents partly the 

_deposit of funds arising from the redemption of Victory Vot2s and 

'''ar Savings Cert ific' tes, but it indicates more part iculo.,rly that 

current money income has not only been sufficient to purchase a large 

volume of consumers 1 goods, but also to contribute to t"f1.e funds now 

being invested in houses and other capital goods. It is generally 

true that in years when prC'duction is large '::oth cr:nsumpt icn and saving 

are also greatest. 

The curtailed buying power of European purchasers under 

present conditions raises the questions as to th0 ext:mt of :iepsndency 
• 
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of various lines of industry upon foreign buyers and the relative im-

portance of domestic and foreign markets, 

Very wide differences exist in the relative amounts of 

various products shipped to foreign markets. The relatively large 

proportion of certain farm products marketed abroad explains the 

connection between the condition of world markets and the prosperity 

of the American farmer. The relation between the total foreign trade 

and total domestic produdion is difficult to estimate with accuracy~ 

but both on the basis of physical units anJ of dollar value it is 

clear that no large propoption of the country's production during 1322 

was marketed abro~. It should not be ass~ed, however, that the foreign 

trade of the United States is unimportant because, however measured, 

it is only a small part of our combined domestic and foreign trade .. 

'J;'he cotton growers of the South and the farmers of the Middle .,'est 

depend to a considerable extent upon foreign demand to insure ~brketing 

their crops at profitable prj.ces. Moreover, eve:c. for rr.anufacturers t 

the existence of a foreign ~arket ready to absorb surplus products 

is an important price stabilizing factor, even though the actual 

volume of certain kinds of goods sold abroad may not be large. 

The physical volume of exports in 1922, according to the 

foreign trade index of the Federal Reserve roard and other available 

data, was s+ightly less than in 1321, but the movement of goods was 

in general well maintained and ~~s highest in the last three months 

of the year .. The rise in those months was dua entirely to increassd 

exports of raw materials, chief among which was raw cotton. The 
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•t• ~ d f . d d 196 quant1 1es of xoo stuf s and manufactures, on the other han , showe 

a tendency to decline in the latter part of 1922, following large 

movements of those classes of goods earlier in the year. Thw lower 

priced cereals, such as corn, rye, and oats, were exported in larger 

qu:tnt it ies than in the previous year, but wheat exports fell sh::_,rply 

on account of strong competition from Canada, which tended to dis-

courage fcreign buying. In Jecember, hmvever, wheat exports showed 

a decided recovery from the level of Novembe.r and. preceding months. 

Manufe.ctured goods were shipped abroad in about the same 

quantity d.uring 1322 as in the preced.ing year, exports having increased 

ste.S~dily in volu.rne from the summer of 1921 until about the mid.d1e of 

last year. Since then the gain in that direction has not b~en sustained. 

Export tre.de in textile manufactures was larger in 1922 than a yea:r 

earlier, but shipments of iron and steel manufactti.res and machinery 

were srr.n.ller. The downward. trend of manufactured exports during 

the latter half o.f 1322, at the scune time that production in this 

country was expanding, indicates tbat 1\.merican manufacturers have 

not depended upon foreign markets to any large extent as an outlet 

for the recent increase in output. 
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PRICES AND PRODUCTION: While production and prices have both been in-

creasing during the past year, for many commodities the rate of increase 

in production has been greater than the rate of wdv3nce in price. Whole-

sale prices, as measured by the index of the Bureau of Labor Statistics, 

have advanced 13 per cent in the course of the past year, while ths volume 

of production in basic industries has increased l.;-o per cent. Prices of raw 

materials taken as a group_ have advanced 20 per cent during this period, while 

the prices of consumers• goods have risen only a little more than 6 per cent. 

During the three months ended Janu.ary, 1923, the diverse price movement among 

different groups of comnodi ties had. balanced on~ another' so that the com­

bined index has shown no net change. In January it remained unchanged at 

156 per cent of the 1913 average. Prices of many basic commodities, however, 

advanced during January and February to new high levels for the current 

movement, in some cases reaching the highest points since 1920. During the 

past year price advances have been effective in calling forth larger output, 

and the expansion of production has been supported by the larger-use of credit. 

When, however, production reaches the limits iiilPosed by the available supplies 
' . . 

of labor, plant capacity, and transportation facilities- in fact, whenever 

the productive energies and resources of .the country are employed at full 

capacity - output can not be enlarged by an increased use of credi.t and by 

further inc~eases in prices. 

With production at its present volume, prices of many basic materials 

advancing, and the buying power of the public apparently considerably 

strengthened, the question arises, what will be the trend in the demanclfor 

credit and how soon will increased loan activity at banks result in a larger 

demand for accommodation at the Federal Reserve Banks? 

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



CREDIT CONDITIONS: 
~---·-· ·-- ---

- 12-

198 
X-3655 

As stated in the beginning, the credit developments during 

the early part of this year differ in some signific::mt particulars from those 

during the corresponding period a year aso• The extent of seasono..l liquidation 

was less this year them lastt and the movements in various classes of loans 

indico..te the difference in the ch:J.racter of present borrowing compared with 

that of a year ago. L::.st ye:.:u: Hquidation ·Nas chiefly of commercial loiiDs, 

while this year lt w;:;_s for the most par.t confm-=;d to loans secured by stocks 

and bonds• commerci.J.l leans con til1:1J.Jn3 to inL:rease. .At reporting member banks 

between the close of the year and the middJ.e of February, loans secured by 

corpor::1te obligations declined about $1~7 ,:::::.c.ooo, while other loans, la.re;:;ely 

comnercial in chEU"acter, increased by :::.bout $243 ,OOOyOOO. The larger P0-rt of 

these commercial lo:ms were rrnde by b:mks in the industrial .:md financial East, 

where the increased demand for credit has teen reflected in higher money rates. 

'l'he e:,tent to which this increc:..sed dern:::md for credit m::1y be met by other 

means than borrowin:_; at Reserve :Ranks is limited.. Al thoush dur5.ng the period 

between the begin.">ling of 1921 ani midsummer ::>f 1922 rr..erriber bstnks in leading 

cities used funds arising from loDn liquic'lation in the 1.:nuchase of securities 

to the extent of over $1,000,000~000, it is doubtful how far they will be a.ble 

to meet the increased financial requirements of business by the sale of these 

securities. While a portion of these securities might be absorbed by ultimate 

investors ~t of current s~vings, a large volume of sales within a short period 

is not 1;kely to result in any considerable increase in the total volume of 
· is 

funds available for current operations.. The fact/ tJ::lat· member banks have n:P.de 

use of all their available funds either for locms or investments, that a re-

duction in investme-nts will result in increased demand for loans, und that the 
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growing demand for commercial credit will lead member banl:s to apply for 

additional accommodation at Federal Be serve Banks. 

The incr~ased demand for credit for cQmmercial purposes is beginning 

to reflect itself in increased borrowing from certain of the reserve ban}.s, 

particularly those in the larger centers 'iit.ere rorrowings reflect most 

sensitively the greater industrial demands. The outstanding fact in re-

serve bankrdevelopmants during the first eight weeks of 1923, taking the 

system as a whole 1 is that saasonal liquidation of discounts th:s year was 

negligible compared with last year, the net aggregate reduction this year 

being only about $2,000,000. Member banks reduced their borrowingss at 

eight of the reserve banks 1 but tbese reductions were offset by increases 

at the Philadelphia, Dallas, San Francisco, and New York reserve banks~ The 

largest increase in discounts for the period was at the Federal Reserve Bank 

of New York, where member banks increased their borrowings by $96,ooo,ooo. 

To better adjust its relation to the altered condition of the money market 

thus evidenced, the New York reserve bank has raised its discount rate from 

4 to 4~%· Action which was also taken .at the Boston and San Francis.co re-

41 • 
serve baru~s brought the rates of these banks to the uniform level of 2~ 

now obtaining at all Federal Reserve banks. Expansion in the volume of re­
bank 

servejcredit at a time when physical production is approaching maximum, 

particularly if the growth of business extends to all districts, will bring 

the reserve banks into a closer relationship through their rediscount 

operations to the movement of production, trade, and prices, than they have 

sustained for more than a year. 
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FEQERAL_ RESERVE BOARD 

WASHINGTON 

nr~() · ,.;,v· 

March 9 , 192 3 • 

SUBJECT: Reply to Senate Resolution 351. 

Dear Sir: 

The enclosed letter was sent to the Senate 
of the Uni tad Statas on March 3rci in ansv;er to 
Senate Resol,ltion 351, and was published in the Con­
gressional RscoTci of r·.fu.rch 4th. As it was impossi­
ble to comply with the t2r~s of the resolution~artial 
list sent by your bank is returned under separate cover. 

By order of the Federal Reserve Board. 

(Enclosure) 

TO GOVERNORS OF ALL 
F. R. BANKS. 

Very truly yours, 

Wm. Vi. Roxton, 
Secret::~.ry. 
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CODY 

Sir: 

X-3657a,· 
March 3, 1923. 

Senate Resol11tion 351 requests the Federal Reserve Board to obtain 
and send to the Senate certain lists of names ana addresses, being the 

names and addressas of persons w·no received copies of a speech del~vered 
by the Junior Senator from Virginia more than a year ago. It is cer­
tainly a somewhat u_~usual request to make of any Government body as it 
must be obvious that there was no object in preserving the lists used so 
long ago and consequently in some cases they do not exist, and in all 
cases are greatly changed and are not the same lists to which Senator 
Glass's speech was sent. If the Senate had desired tile Federal Reserve 
Board to have these lists preserved it would seem that . the request would 
have been made not later than the spring of 1922 as the speech of Senator 
Glass Nas delivered on tl:e lbth and 17th of January. 

It appears from the preamble which was made a part of Senate Reso­
lution 351 by being passed with it that its purpose was to enable one 
Senator, whose position is stated to have been "assailed and cri ticised11 

by another Senator, to have the opportunity 'bf sending copies of his 
speech to the citizens who have received the speech which assailed and 
criticised him", and the inference appears to be that at least one of 
the obJects in the circulation of Senator Glass 1 s speech was the criticism 

·of tha other S:Jnator. Refere:1ce to the other Senator vvhose position is 
statsci to have bean assailed anO. cri ticisad in Senator Glass 1 s speech was 
purely inciciental and. it is aoubtful if the officers of the ]'ed.eral 
Reserve Banks even so much as remembered that he had oeen mentioned in the 
s~)eecl) of the Senator from Virginia, whose speech was delivered in January 
1922. Tl:e speech of t.c.e Senator from Virginia was recognized by all 
authorities as the most complete and masterly explanation and exposition 
of the Ft3deral Reserve System anci of its operation ever delivered. Sen.,tor 
Glass was the Chairman of the Committee on Banking and Currency of the 
House of Representatives when the Federal Reserve Act was first in 
preparation, when it was passed in Congress and vihen it cc:une into operation 
by the organization of the twelve Federal Reserve B~nks. He was also the 
author of most of the amendments which were passed during the first 
years of its operation and later as Secretary of the Treasury bec~ne ex­
officio the Chairman of the Federal Reserve Board. He was, therefore, 
familiar with every detail of the law and with its operation and was tl.e 
one man not only in the Senate of the United States but in the United 
States itself in a nosi tion to make such an address with authority· 

The address wa~ circulated to convey to the member banks of the 
Federal Reserve System and to their clients invaluable inforrration not 
otherwise obtainable and with no purpose or thought of criticising any 

· other Senator. 
lf nevertheless the Senator who feels that r11s position was "assailed 

and criticised" desires after the lapse of more than a year to send out 
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answers to Senator Glass's great speech some information can be given 
from the answers of the Federal Reserve Baru:s to the resolution which 
will enable him to cover most of the per~ons who received Senator 
Glass 1 s address. There was great difference in the methods of distri­
bution of Senator Glass's address. Thus the Federal Reservd Bank of 
Minneapolis states t:t.at it was sent in that district only to member 
banks on written reque;;;t, md the Federal Reserve Bank oi Dallas re­
plies that the address vvas sent to ·banks, chambers of comrr;e.rce and to 
some extent to such institutions as rotary c.lubs. In all districts 
many copies were distributed in this way, no exact li~t of the persons 
who received the address having been kept, as the final distribution to 
"citizens", (the term used in the resolution) was rna.de by the many 
com:rr:ercia.l banks, institutions and organizations. By using the 
Ba~~ers Directory, therefore, and by sending co;ies to ch~~bers of 
commerce the other Senator may cover most of the territory. 

Senator Glass's speech was in much demand by educational in­
stitutions and several hundred copies v~re sent to some -of them on 
request. Reprints of it were in fact made by some educational and other 
institutions that were unable to obtain a sufficient number of copies 
of the.full address to satisfy their requirements. Some of these re­
prints contain no reference whateve.t to the Senator n,Nho spoke on the 
other side of the question." 

Most Federal Raserve Banks maintain mailing lists built up in con­
nection •nth the distribution of their.monthly reports and with their 
business r1;3porting service and these lists in some banks were used in 
the distribution of Senator Glass's speech, but the banks generally 
regard these lists as their personal property and several of them have 
protested strongly against making tham public. ·The Board's Counsel 
doubts authority to compel their submission without specific Act of 
Congress • In any event they have greatly changad in a year and are not 
the same lists that were used in the early part of 1922. Furthermore 
they did not as used in 1922 include the nrunes and addresses of any­
where near all the citizens who received the speech of Senator Glass. 

Respectfully submitted, 

(signed) Edmund Platt 

Acting Governor. 

The President of the Senate. 
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FEDERAL RESERVE BOARD 

ADDRESS OI"P'ICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE: BOARD 

SUBJECT: 

Dear Sir; 

WASHINGTON 

Ninth Annual Report of the Federal 
Reserve :Board. 

Receipt is acknowledged of your letter 
requesting a copy of the Ninth Annual Report of 
the Federal Reserve :Soard. There is enclosed 
herewith an advance copy of the text of the Report. 
The complete report will not be available for dis­
trib~tion until about May lst, when copy will be 
sent to you. 

Very truly yours, 

Walter L. Eddy, 
Assistant Secretary. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3660 

0{'/1'1 
~IV "i: 

!"larch 9, 1 923 • 

SUEJZCT: Examination of Member State :Sanks with Branches. 

Dear. Sir: 

This is to advise you tl'.a.t the Fad.ercl Reszrve 

Board has recently given consideration to the problem of 

the examination of member state banks with branches, and 

has adopt.ed the principle that hereafter all examinations 

of member state b~s and trust companies shall be con-· 

ducted si~taneously; botn as to the parent bank and each 

branch. 

By order of tha Federal ReserVe Board~ 

Very truly yours; 

Wr:n. V!. Roxton • 
Secretary. 

TO ALL FEDERAL TIESETIVE AGENTS. 

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



FEDERAL RESERVE BOARD 

WASHINGTON 

,. .. · Nf_arch g, 1923. 

SUBJECT: Holdings of Certificates Niaturing Iv1arch 15, 1923, 

Dear Sir: 

Information recently collected by the Federal Reserve 

Eoard. for the Treasury Department shmvs that the Federal Reserve 

Eanks hold Treasury certificates rraturing r~rch 15th amounting 

to over $63,000,000 and the Board directs me tt) state that it is 

strongly of the opinion that certificates rra turing March 15th 

should be allowed to run off Yv'it4out reinvestment. This is in 

accordance with the agreement reached at the conference of 

Governors held in Washington on !\/fay 2-4, 1922, with relation to 

investments of the Federal Reserve Eanks in short term Government 

securities. There seem to be clear indic::ttions that the season 

is approacl1ing when increased rediscounts will more than make 

good this amount in the earning assets of the Federal Reserve 

Banks. 
Yours very truly, 

Acting Governor. 

To Chairmen of all Federal Reserve Banks. 
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The GovernJr 
Feder~l Reserve Board. 

Sir: 

TRKiSUlW D1J?.'..RTI1EUT 
Office of the sgeretary 

~'/4SHiiiGTOH 

X-3662 

February 7, 1923. 

_ . Yo~ :::.re hereby advised th<o:.t the Department has referred to the General 
;~c~unhng ?ffic e:'· Xreasury Depa~mez:t Divis Lm, f::YJ: settlement, the account 
d .. he Bure_"""u of _Jngra.ving and Br1.nt 1ng fvr preparing Federal Reserve notes 

Ull:eg" the perL)dJ::.nuary 1 to J.muary 31, 1923, a.muunting to ~'1"'6 08<:1: 58 as 
follJvvs: · 'W "' • "'• , 

Federal Reserve l~Jtes 2 1914. 
~ :0>1\.l i£20 ~'SO §elOO Total 

Boston ••• "' t ..... 190,000 146,000 65,000 3,000 :. e'iv York 480,000 336,000 26,000 
404,000 ......... 3,000 845,000 Philadelphia ... 239,000 127,000 48,000 6,000 420,000 Blevela.ud ••••• ~ 115,000 73,000 71,000 6,000 265,000 •J.tlanta. ........... 174,000 60~000 34,000 3,000 271,000 Chioo.go .......... 29,000 16,000 -- 45,000 St. Louts ....... 13,000 13,000 3,000 2,'~0 31,000 I.Iinnea.pJlis .... 35,000 8,000 13,000 56,000 D:J.llas • jo ••••••• 12,000 2,000 14,000 San Fr:mciaco •.• 198,000 84,000 63,000 . :31000 · ~48 1000 1,485,000 865,000 323,000 20,000 6,000 2,699,000 

2,699,000 sheets at ~50.42 per I.I ••••••••••••• .-. • ·,;;136, oa3. sa 

The charges against the several Federal Reserve Banlts .:;.re as follows: 

Compen- Plate Inc.C~m-
Sheets sat ion Printing r.:ateria.ls ;eens "·t i 0Jl To tel 

Bost c.n ...... 404.000 :it>6,819.52 ~6,443.80 ~5,134.84 ~1, 971.52 ~? eo, 369.68 
:iew York # ••• 84.5,000 14,263.60 13,477.75 10,739~95 4,123.60 42,604.90 
Phi lade lp hi a • 420,000 7,089.60 6,699.00 5,338.20 2,049.60 21,176.40 
Clevelc.nd ••. 265,000 4,473.20 4,226.75 3,368.15 1,293.20 13,:361.30 
.:..tlanta. ..... 271,000 4,574.48 4,322.45 3,444.41 1,322.48 13,663.82 
Cl1ic~go . -.... 45,000 759.60 717.75 571.95 219.60 2 ,268. 90 
St. Louis ... Z,l ,000 52~.Z$; 49~.45 394.01 151.28 1,563.0f; 
:Uinnea_.?ulis ~. 56,000 945.28 893.20 711.76 273.28 2,823.52 
:;)allas ...... l"i,OOO 236.32 223.30 177.94 68.32 705.88 
San Fra.nciseo Ms.ooo 51674.24 51550.60 4.423.08 1.698.24 l?s546.16 

2,699,000 45,559.12 43,049.05 M,W4.29 13,171.12 136.083 .. 58 

The .5ureau o.ppl4 opriations nUl be reimbursed in the above amount :from the 
inde~ini te a_ppropriatiJn "Preparation and Issue of .Federea.l .Reserve ·l~.Jtes, Re­
imbursablen, and it is requested that your board cause such ind~finite appJOO .. 
priation to be reim~rsed in like amount. 

Eispectfully, 

(Sigued} $, n. J~eo~a, , 
Deputy' Comrilissioner. BDH 
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ADDRESS OI"F'ICIAL. CORRESPONDENCE TO 

THE FEDERAL. RESERVE BOARD 

FEDERAL RESERVE BOARD 

WASHINGTON 

March 14, 1923. 

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

Dear Sir: 

Enclosed herewith you will find two mimeograpt 
statements, X-3663a and X-3663b, covering in detail opera­
tions of the main line, Leased Wire System, during the 
month of February, 1923. 

Please credit the amount payable by your bank 
in the ~eneral account, Treasurer, u. s., on your books, and 
issue C/D Form l, National Banks, for account of "Salaries 
and Expenses, Federal Reserve Board, Special Fund11, Leased 
Wire System, sending duplicate C/D to Federal Reserve Board. 

Very truly yours, 

Fiscal Agent. 

(Enclosure) 

TO GOVERNORS OF ALL BANKS EXCEPT CHICAGO. 
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From 

R"SPORT SHOWING CLASSIFICATiON AND Nm'ffiER OF WORDS 
TRANSMITTED O'JER IvlAHJ' LINE OF TH:S FEDERAL RESERVE 

LEASED WIRE SYSTEM FOR THE MONTE OF FEBRUARY, 192}. 

War 
Finance Corp. 

Ol''C 
f(fv C) 

. . 

.X-)b63e 

Per cant of 
Total Bank 

Bank Business Bus:;ness(*) 

Treasury 
Dept. 
Businass Business Total 

-----------------------------------------------------------------------------------
Boston 23,428 
New York 136,613 
Philadelphia 50,056 
Cleveland 73,193 
Richmond 53,367 
Atlanta 61,677 
Chicago 123,920 
St. Louis 79,753 
Minneapolis 33,939 
Kansas City 30,106 
Dallas 60,091 
San Francisco 125,633 

Total F. R. 
Banks 971,391 

Washington 273,452 

Grand Total 1,250,343 

Per cent of total 35 .967; 

2-S~ 6,530 
19.~0 15,616 
5-15 6,225 
7-53 11,910 
6.01 7,177 
6-35 3,375 

13,26 11,576 
3.21 10,793 
4.01 5,770 
3.24 3,667 
6.13 4,956 

12.93 19,330 

117,525 

100.00 35,942 

203,470 

l3·997b 

35,003 
31 202,265 
33 56,319 

35,103 
65,544 
70,552 

113 140,614 
90.551 
44,759 
33,773 

71 65,113 
145,063 

253 1,039,674 

549 364,946 

307 1,454,620 

Bank Business 1,250,343 words or 36.0076 
Treasury 20~,470 II II 14.oo)s 

TOTAL 1,4:)3,313 1oo.co% 

(*) ~~ese percentages used in calcrulating the 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C., 
VIARCH 14, 1923. 

oro rat:::~. share of leased wire expenses as 
~hown on the accompanying statement (X-3663b) 
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Name of Bank 

Boston 
J.,·ew York 
Philadel};Jhia 
Cleveland 
Richmond 
Atlanta 
Gnicago 
St. Louis 
r~inneapolis 

Kansas City 
Dallas 
San Francisco 

Operators 1 

Salaries 

$ 250.00 
1,309.14 

225.00 
366.oo 
315.00 -
240.00 

(tf) 4 , 661. 68 
248.21 
275-00 
336.64 
251.00 
395·00 

Fed. Res. Board 

REPORT OF KXPENSE 
MAIN LINE 

FEDERAL RF.SERVE LEASED WIRE SYSTEM FEBRUARY, 1923. 

. Operators 1 

Overtime 

<\:. l,,_, -

4.25 

$ 

Wire 
Rental 

16,950·75 

Total 
Expense 

$ 250.00 
1,309.14 

225.00 
366.00 
315.00 
24o.oc 

4,661.68 
252.46 
275.00 
336.64 
251-00 
395-00 

16,950·75 

Pro rata 
Share of 
Total 
Expense 

$ 665.19 
4,358·92 
1,169.19 
1,709.51 
1 '364 .l+ 3 
1,441.62 
3,010.38 
1,86).89 

910.38 
1,870.70 
1,4o3.CJ2 
2,935·46 

Credits 

$ 250.00 
1,309.14 

225.00 
366.00 
315.00 
240.00 

4,661.68 
252.46 
275-00 
336.64 
251.00 
395.00 

Payable to 
Federal 
Reserve 
Board 

$ 415.19 
3,049·78 

944.19 
1,343·51 
1,049.43 
1,201.62 

(*)1,651.30 
1,611.43 

635·38 
1,534.o6 
1,152-02 
2,540.46 

------------------------------------------------------------------------------------------~------------------------------

TOTAL $8,872.67 $4.25 $16,950·75 $25,827.67 $22,702.69 
{a) 3 ,124. 98 
$22,702.69 

(#) Includes salaries of Washington Operators. 
(&) Amount reimbursable to Chicago. 
(*) Credit. 
(a) Received $24.98 from War Finance Corp. and $3,100.00 from 

Treasury Dept. covering business for months of Jan. and Feb. 

FEDERAL RESERVE BOARD I 

WASHINGTON, D. C., 
MARCH 14, 1923. 

$15,477 ·07 
(&)1,651·30 
$13,825·77 
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The Governor 
Federal Reserve Board, 

Sir: 

T~,.SDRY D:t-:F •. :1.~I.:!a;rr 
Office of the Secrata1·y 

WA.SHL:GTOU 

X-3664 

hlarch 10, 1923. 

. Yo~ are hereby advised that the Devartment has referred to the Gener~1 "iccount-
lng~Offlc~, TreastU·y D?partment Division, for settlement, the account of the Bureau 
of ~grav1ng and Print1ng for preparing Federal Reserve notes during the period 
FebrUary 1 to February 28, 1923, amounting to ~145,512.12, as follows: 

Boston 
lTew York 
?hiladelphia 
Cleveland 
~tlanta 
St. Louis 
trinneapolis 
Dallas 
San Francisco 

Federal Reserve Kotes 1 1914 
~ 1?10 li£20 

247,000 291:,000 6,000 
524,000 278.,000 92,000 
l35,00U 228,00(, 88,000 
93,000 98,0GO 87,000 

145,00(.1 80,0Gu 23,000 

74,000 15,000 23,000 
12,000 2,000 11;000 

....;, .136,000 69.000 .i~ .•. ooo 
1,366,00V 1,121,000 M6.000 

7,000 

5,000 

2Z,OOO 

Total 

544,000 ' 
905,000 
451,000 
28 5 ,ow 
248,00\J 

5,000 
172,000 
25,000 

251,000 
2,886,000 

2,Q86,000 Sheets at ijy50.42 per 11 ........... ~145,512.12 

The charges ag!linst the several Federal Reserve Banks are as follows: 

Boston 
~:ew York 
Philadelphia 
Cleveland 
Atlanta 
.st. Louis 
llinneapolis 
Dallas 
San Francisco 

Sheets 
544,000 
905,000 
451,000 
285,000 
248,000 

5,000 
172,000 

25,000 
251,000 

2,886,000 

Compen- ?late Inc.Com-
@ation ?rinting L:aterials oensation 'rttal 
$ 9,182.72 $ 8,676.80 $ 6,914.24 $ 2,654.72 ~ 27,428.46 

15,276.40 14,43'±.75 11,502.55 4,416.40 45,630.10 
7,612.88 7,193.45 5,732.21 2,200.88 22,739.42 
4,810.80 4,545.75 3,622.35 1,390.80 14,369.70 
4,186.24 3,955.60 .. 3,152.08 1,210.24 12,504.16 

84.40 79.75 63.55 24.40 252.10 
2,903.36 2,743.40 2,186.12 839.36 8,672.24 

422.00 398.75 317.75 122.00 1,260.50 
4,236.88 4,003.45 3,190.21 . 1,224.88 12;655.42 

~48,715.68 ~b,OZ1.70 ~36,681.06 $14,083.68 ~145,512.12 

The Bureau appropriations will be reimbursed in the above amount from the 
·indefinite appropriation "Preparation and Issue of Federal Reserve Notes, Re­
imbursable" ... and it is requested that your board cause such indefinite appropria­
tion to be reimbursed in like aoount. 

RespectfUlly, 
( Sim~ED) S. R. J.a.COBS, 

Deputy Comoissioner. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

STATEl'lENT FOR THE PRESS 

X-3666 

For imrr1ediate release. 

The Fe<ieral Raserve Bo8.rci last Friday, Maret 16th, by a 
majority vote, disapproved the acceptance by the Federal Reserve 
Baru[ of St. Louis of certain bids for the construction of a building 
for its Little Rock, Arkansas, Branch, and a special committee was 
aplJOinted to submit to the Board today, !'larch 19th, a resolution 
expressing tl:e vie·:rs of the Bortrd with reference to the Federal 
Reserve Baru{s proceeding with the construction of branch bank 
buildings at this time. Pending report of the special committee, 
advice of the Boord's action with respact to the Little Rock Branch 
was ordered postponed until today when, in accorci:..nca with the 
action aforesaid, u~e Federal Reserve Boo.rd voteC.. as follows: 

11It is the sense of the Federal Reserve Board 
that ur,til the present congestion in the building 
activities of tr1e country is mat2rially relieved and 
costs of buildir:g are lo·-ver0ci, Federal Reserve Banks 
should not add to the existing difficulties of the 
situation by carrying on any br~~ch building operations 
other than tl:~oae now in prograss or for which contracts 
have already been entered into." 

March 19, 1923. 
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'""hereas the Federal Reserve Boc..ri, unJ.ar the !JC'73rs given it in 

Sections 13 cnJ. 14 of the Federal Reserve /ct, h&-s authority to limit and 

otherwise determine the securitie-:: and investments purch~ssci by Federal re-

serve banks; 

··n.erec:.s the Federc:.l Reserv2 3oZ:-rd hls never prescribed any lir::it2.-

t ion upon open rr.arket ::-urc:O.a.ses by Fe::lerE.l reserve banl<s; 

i'Thereas tr ... e ~ma''nt t1· m~ - a '-'-' ' ~, c~:cc r:.'..ct&r, and Ine\.nner of such purc.hases 

rna.y exercise an important influ.e;-:ce u.7:cn t.}e ;;:oney :r.arket; 

·:nereas an open rr.arket i;~vest:rjent :;::olicy for the twelve ban~s com-

posing the Federal reserve syste:Y: is necessc-,ry in the interest of the main-

tenance of a good relations1:;.ip bet··:een U1e ciiscount and purchase operations 

of the Federal reserve banl~s and the gener:,l :noney rr.arket; 

,.':1.ereas no such System policy ha.:; been laid :iown by the Federal Re-

serve Boccrd nor developed by the Federal reserve banl~s; 

~-:Ilereas it appears that during the year 1922 the Federal 'reserve 

banks have made large purchases of investments in the open rr.arket rr.ainly for 

the purpose of assuring the earning of their expenses and divi:iends, without 

much regard to the bearing of such purchases upon the money rr.arl:et and 

general credit requirements of the country; 

··1bere:1s the total earning assets of the twelve Federal reserve banls 

for the year 1922 have aprroxirnated 1200 r::illions, while aggregate earning 

assets for the twelve bacl~s of e.pfroxirrately GOO millions would. h-.;..,ve suf-

ficed to have enabled the oanl's to have earned their expenses and divi:iends; 

'.Ilereas approxirrztely 400 r.1illions of money has been r:ut into 
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the money ~arket by tha action of the FBdaral resarve banks and main-

tained there in excess of their earnings reouirerr:Bnts into a time Nhan 

./'the general credit situation needed restraining influence rather than 

stimulus; 

Whereas such opan market purcnases have consisted very largely 

of United States Gov0rnment securities; and 

Whereas heavy investments in United States securities, 

particularly short-dated certificate isGues, have occasioned embarass-

ment to the Treasury in ascertaining the true condition of the money 

and investi?ent markets from time t4 tirr:e, 

TE:SREFORE, Be J;t Resolved, That the Federal Reserve Board, 

in the axercise of its j?O'Ners under the Federal Reserve Act, lay do·Jin 

and adopt the following principles wi t.h resr~ect to open markat in-

vestrr:ant operations of the Federal reserve banks, to-wit: 

(1) That the tirr:e, manner, character, and volume of open ~arket 

investments purchased by Feaeral reserve banks be governed with priiTary 

regard to the effect of such purchases or sales on the general credit 

situation. 

(2) That in ITaking the selection of open market purchases, 

careful regard be al~ays given to the bearing of purchases of United 

States Government sec~rities, especially the short-dated issues, upon 

the rrartet for such securities, and that open market purchases be mainly 

comrr.ercial investments, except tr~t Treasury certificates oe dealt in, 

as at present, under so-called 11 repurcL3.-Se 11 a~Sre3man.t. 
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(3) 'That in ordar to enable Federal reserve ban}:s to earn their 

dividends with a minimum volume of open market purchases at timas when 

there is no active rediscount demand made on Federal *eserve banks, open 

market purchases made by reserve banks shall be fro-rated among them in 

accordance with their respective ~equirements. 

Be It Further Resolved, That on and after April 1. 1923, the 

present Comm~tt~e of Governors on Centralized Execution of Purchases and 

Sales of Governmsnt Securities be discontinued, and be superseded by ·a 

new comrni ttee l:nown as the Open Market Investment Comr.:i ttee for the 

Federal Reserve System, said Cowmittee to con~ist of five representatives 

from the reserve banks and to be under the ex-officio cnairrr~ship of 

the Federal Reserve Board.; and that it be the duty of this Commi ttea to 

arrange for the purchase and sale and Qistribution of the open rrarket 

purchases of the Federal reserve baru:s in accordance with the above 

principles. 

A. C. M. March 21, 1923. 
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:NE""r P~ FOR STJ,TING THE RESERVE POSITION OF FEDERAL BESERVE B.l!Nl\5. 

Section l:S of the Federal Reserve Act contains the following pro­

vision on the subject of the reserves required to be maintained by Fed­

eral reserve banks: 

"Every Federal reserve ban:r shall maintain reserves in gold or lawful 
money of not less than thirty-five per centum against its deposits and re­
serves in gold of not less than forty per centum against its Federal re­
serve notes in actual circulation.'' 

and 

"That when the Federal.reserve agent holds gold or gold certificate~ 
as collateral for Feieral reserve notes issued to the bank such gold or 
gold certificates shall be counted as part of the gold reserve which such 
bank is required to maintain against its Federal reserve notes in actual 
circulation." 

It seems clear from this that the law contemplates that there shall 

be maintained a separate reserve of not less than 35~ a~inst deposits, 

and a separate reserve of not less than 4~ a~inst Federal reserve notes 

in actual circulation, in each Federal reserve bank. 

Section 11 of the Federal Reserve Act provides: 

"'!'he said board ~ahall publish once each \veek a staterr.ent showing the 
condition of each Federal reserve bank and a consolidated statement for 
all Federal reserve banks. Such statements shall show in detail the 
assets and liabilities of the Federal reserve banks, single and combined, 
and shall furnish full information regarding the character of the money 
held as reserve and the amount, nature and maturities of the paper and 
other investments owned or held by Federal reserve banks." 

lt would seem that the provision of the Act requiring that the con­

dition statement of the Federal reserve ban1rs "furnish full infarrration 

with regard to the character of the money held as reserve";· rea.i in con­

junction with the preceding provision regarding reserves quoted from 
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Section 1~, should be constrt:'.ed ao r,~quiring that the Federal reserve 

Board should publish in its weekly st2..t<.-ment the state of the reserves 

held res.pectively and separately against d·3posi t liabilitie(j and Federal 

reserve notes. 

This t,Jle Board is not doing. It ha~ been tho practice since January, 

1918, (when the present practice was adopted as a war-time expedi::ont) to 

state the reserve position of the Federal reserve bank~ by computing the 

ratio of their holdings of reserve moneys against their deposit liabiliti~s 

and note issues co~bined, although there appears to be no warrant in the 

Let for this method, unless it be purely for purpos..es of theoretical com-

pari son. 

The Federal Reserve Boar:l. has plenary power, under the terms of 

Section 15 of the Federal Reserve Let, with respect to the issue of Fed-

eral reserv~ notes and the ch~racter of the security against which notes 

will be issued by it to reserve banks: 

"The board shall have the right, acting through the Federal reserve 
agent, to grant in whole or in part, or to reject entirely the application 
of any Federal reserve bank for Federal reserve nbtes." 

"The said Federal Reserve Board rray at any time cnll upon a Federal 
reserve bank for additional security to protect the Federal reserve notes 
issued to it." 

It appears to be clearly within the discretion of the Fed~ral Reserve 

Board, therefore, to determine fro~ tirre to ti~e against what security it 

will authorize the issue of Federal reserve notes, and thus, in its dis-

cretion, when conditions seem to the Board to require it, to issue such 

notes only against golj collateral. 
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In other words, it is within the power or· the Federal Reserve :?card 

to determine the amount of the gold reserve that shall be carried against 

Federal reserve notes. 

The 'extraordinary accumulation of gold by the Federal reserve system 

during the past two years and more, amounting to approxi~ately 1200 millions, 

to uq mind makes more urgent than ever the inauguration of a procedure which 

is not only in eonformity with the requirements of the law, but in harmony · 

with a good and effective regulation of the currency and a good administra-

tion of credit by the Fed~ral reserve system. The initiative should be 

taken by the Federal Reserve !oard. 

I propose, therefore, that beginning say April ~ or such other date 

as the Board may determine upon, the weekly statements of the Federal re-

serve banks, both the separate and the eonsolida.t~d, show the reserves 

actually carried against deposits and the reserves actually carried against 

notes. 

(Note: If it is thought desirable, purely for purposes of theoretical 

comparison, the weekly statement might carry in a footnote the ratio of 

the reserve moneys of the Federal reserve banks against combined note and 

deposit liabilities.) 

An examination of the records of the :Board shO\VS th:~t th<::: e. ctual 

allocation of reserve morteys as of !.!arch 1 ~ 1923, b~tween the banking de-

partment of the Federal reserve banks .and the Federal reserve agent's de-

partment, or, otherwise stJ.td., between the de:posi t reserve and the note 
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reserve, was as follows: 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louis 
Min.neapoli s 
Kansas City 
Dallas 
San Francisco 

System 

- 4-

TABLE I 
Reserve ratio 
against depcsitl 

55·3 

Reserve ratio 
apainst notes 

111.5 
C4.B 
90.0 
77.3 
09.4 
94.0 
95·5 
34.4 
ss.s 
49.7 
ss.o 

This sta.tement shows the actual allocation of reserve moneys_, . It is, 

however, never published, and is not 1~mvn even to rrnny persons within 

the Federal reserve system. 

This statement, it is highly interesting to note, shows that the re-

, serve banks, under the necessities of the extraordi~ry situation 

occasioned by the heavy influx of gold during the past two years and the 

liquidation of loans and discounts at Federal-reserve banks, have pretty 

g~nerally tendered gold to Federal rGserve agents as the principal security 

for fed(1ral reserve notes issu~d to the banks .. 

In publishing aweekly statement showing the deposit reserve and the 

note reserve separately, we might start with the c.<.ctual existing alloc2.tion 

of reserve moneys, or we might consider some slight departure from the ex-

isting allocation more in accordance with what tha Board might believe to 

be an ideal apportionment. I offer therefore the following plan for the 
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consideration of the Board: 

(In millions) 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
.Atlanta 
Chicago 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

System 

TABLE U 

Table based on the we~k1y statec·. nt for ~;72;_rch 7, 
1923, ~hewing the deposit and note reserve ratios 
for each of the banks and f cr the tw2l ve banks com­
bined if the reserve rr.oneys were so allocatd. be­
tween the deposit reserve e.nd the note reserve a::; 
to w.alte the minimum deposit reserve ratio shown 
for any reserve bank 50~. 

Deposit reserves D;;J20Sit reserv~ Note rsse~ ~ote reserve 
~ ~ 

63 50.0 1!34 90.6 
491 h9 ( 570 100.0 ..J • ,) 

59 50.0 175 Z7.1 
79-5 50.0 227·5 s:.r.J. 
32 50.0 ;50 92.0 
29.5 1)0.0 109~5 ,..,.., 3 

~c. 

143 so.o 371 94 .. 8 
39 50.0 75 z5.2 
29 5l.C sG 100~0 

43 50.0 53 Cl.G 
26.5 so.o 15 .. 5 50.0 
74.5 50.0 173·5 G4.6 

llll.O 57,2 2<J90.0 92.7 

Under the above allocation, no bank would have a reserve of less than 

so.o~, which is the lowest reserve shown under the :!card's present form of 

statement for any of the ba~. namely, in the c~se of the Federal R~serve 

Bank of Dallas. The highest dep~sit reserve ratio would be shown by New 

Yorlr, to ... wit, 5;,.5~. and two banks, to ... wit, New York and r.unnea.polis, would 

show 100% note reserves. 

In the event that it should be felt that this form of statement show•1 

too great a disparity between the deposit reserve ratio of the New York 

bank and the other banks, the deposit reserve of the New York bank could 

be brought down by New York•s purchasing open market investments from other 
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reserve banks to an amo,lnt sufficient to bring down the New York deposit 

reserve ratio to the average for the system, to-wit,57.2%. The way in 

which this operation would vvo:r:k out is shown in the following table~ 

(In millions) 

Calculation of adjustment of open market holdings of 
Federal reserve banks through transfer of gufficient 
holdings to New York to bring ths New York deposit 
reserve ratio do~m to the system average (57.~~). 
:rased on the weekly ste1t:2n:ent for Harch 7, 1923. 

Actual Chanee in Ad,iust;ld Deposit Deposit Deposit Deposi~ 
holdings holdings ho1din,gs reserves reserves reserve reserve 
of 0}2en i2_ bring ~ before after ratio ratio 
market down N.Y. change adjust- ad,iust- b~fore after 
m1rchases ratio tc ment m.mt ad.i'.lS t- ad ius t-

5].2~ msml ment 

Boston 40 -8 32 63 71 5C.C% !'" 3~ 5o. -~ 
New York 55 +;::~ 143 491 403 C,e: (. • 57.2 --.. l..J ...... 

Philadelphia 53 - c 'iO 59 57 50.0 sc.s 
Cl. eve land 76 - g ~c 30 se: 50.0 55·5 
Richmond 2 0 2 32 32 50.0 50.0 
Atlanta 25 -3 22 29 32 so.c 54.2 
Chicago 103 -2C 33 143 153 50.0 55-9 
St. Louis . 39 - s 31 39 47 50.0 60.3 
fHnneapolis 17 - 3 14 29 32 51.8 57-l 
Y>.ansas City 47 - g 39 43 51 50.0 59.0 
Dallas 34 - 3 31 2£ <.' 50.0 54.8: _,J.. 

San Francisco. 67 -19 43 74 93 50.0 62.5 

System 563 553 1110 1110 57.2 57·2 

lt is to be noted that in such a redistribution of the earning assets 

of the twelve banks, each bank would retain a sufficient volume of earning 

assets to make its expenses and dividepts. 
!: 

• The allocation of reserve moneys thus proposed would show an average 

for the Syste~ of 57.2(, for the deposit reserve ratio, and 92.77o for the 

note reserve ratio. 

The greatest variations from the average for the system for the de-
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posit reserve ratio would be shovm in the case of San Francisco (52.5~) .-

and Richmond (50.0%). 

For the note reserve ratio, the greatest variation from the average 

for tpe system, as sho\vn in Table II, p. 5, would be in the casa of :>allas 

(5o.oe,:), New York (100.0~.). ani ~.Tinneapolis (100.0~). 

Under the allocation of reserve moneys outlined e.bove, and. with a 

deposit ratio for the twelva ba.nks combined of 57 .2:::-~, the t\•rel,,e Federal 

reserve banks would bs able to expand their loans to an amount of s,pproxirnate-

ly £50 millions before the deposit reserve fell to 40~. Othe~vise stat~d, 

for each drop of 1~ in the deposit reserv$ ratio, the twelve banl':s cor.:bincd 

would have an added lending power of approxirrately C50,000,CCC. 

A. C. M. March 22, 1923. 
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PROGRAM 
G 0 V E R N Q_ RS.- --CO N i? E R E N C E 

M A R C H. 26, 192_.1 
VV J\~!LLlLG T 0 N 

TOPICS SUGGESTED BY FEDERAL RESERVE BOARD 

(1) RESERVES AG.f.INST SO-CALLED "SPECIAL SAVIN"GS 11 DEPOSITS ON 'WHICH A 
LIMITED AM0ffi'J'l1 OF CHECKHrG IS ALLOWED. 

This is a question w~ich has been very zr.uch discussed with the 
San Francisco Reserve bank with reference to the special savings ac­
counts of California state banks. -,Sirriilar savings accounts have been 
found in other districts on Which some checking is allowed. 

(2) NEW REGULATIONS. 
Due to the amendments to the Federal Reserve Act contained in the 

Agricultural Credits Act of 1923, recently signed by the President, it 
appears that it will be necessary for the Board to revise its Regu­
lations so as to be consistent with the amended provisions of. the Act, 
and possibly to issue a new regulation with reference to the rediscount 
of agricultural paper. The Board will attempt to have at least a 
tentative draft of proposed new Regulations ready before the Governors• 
conference so that it may serve as a basis for discussion. 

()) LIMITATION ON AGGREGATE ~JIOUNT OF AGRICULTURAL P.A'PER WHICH MAY·B~ 
REDISCOUNTED BY FEDERAL RESERVE BANKS. 

Section 13 {a) of the Federal Reserve Act as amended by the 
Agricultural Credits Act makes certain classes of nine months' agri­
cultural paper eligible for rediscount and provides that -

"The Federal Reserve Board may, by regulation, ·limit to 
a percentage of the assets of a Federal reserve bank the 
amount of notes, drafts, acceptances, or bills having a 
maturity in excess of three months, but not exceeding 
si~ months, exclusive of days of grace, V\hich may be dis­
coUnted by such bank, and the amount of notes,. drafts, 
bills, or acceptances having a maturity in excess of 
six months, but not exceadins nine months, which may 
be discounted by such bank. 11 

So far as six months paper is concerned the Board long ago fixed 
the limit of 99 per cent, which is in effect not a limit at all and it 
would seem advisable for the Governors' conference to discuss the question 
Whether any Change in this limit as to six months paper is advisable, 
and also whether it is advisable to fix a limit with regard to nine 
months paper. It may be noted in this collJlection that Governor 
Wellborn on December 27, 1922, formally requested the Federal Reserve 
Board to fix the ~unt of agricultural rediscounts which the Federal 
Reserve :Bank of Atlanta might grant at a certain percentage of its as­
sets. There appeared, however, to be no particular occasion for 
changing the limit at that time. 
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TOP! CS SUGGEf)TED BY FEDERAL RESERVE 
B.ANKS 

I • CREDIT TRANSACTIONS AND POLICIES 

A. Report of Committee on Centralized Execution of PurChases and Sales 
of Government Securities for account of Federal Reserve Banks. 
Governor Strong, New York, Chairman. 

00 1( 
f'.•t-~ !/ 

B. Report of Standing Ccmmittea on Open Uarket Conditions and Operations. 
Governor Fancher, Cleveland, Chairman. • 

c. Rates of Discount. 

1· Automatic Adjustment of -
Is it possible or expedient? (discussion) BoE>ton 

2. Uniform rates. (discussion) Atlanta 

3· Open Market rates. (discuss ion) Atlanta 

D. Rebates of Discount. (action) Richmond 
Recommended: 

That the policy of granting rebates should be 
uniform among Federal Reserve Banks; that it 
should not be the regular practice of Federal 
Reserve ?e.nks to grant rebates; that if an 
when rebates are granted, there should be some 
good reason for such action and the benefi~s 
should.accrue to the customer of the member 
bank; that rebates should not be made on member 
bank obligations (except on obligations secured 
by Government bond.s when the bonds are sold prior 
to maturity of the obligations); that rebates on 
rediscounted paper should be granted only in 
cases Where such paper is anticipated by member 
bank customers, necessitating repayment of the 
paper in advance of maturity by member banks, and 
where the member banks w.ake rebates to such 
customers; that when Federal Reserve Banks grant 
rebates in such cases, the rebates should be at 
the rata at which the paper was rediscounted, pro­
vided that rate was not higher than the rate pre­
vailing at the time the paper is paid, in which 
case rebates should be made at the rate then 
prevailing. 

E. Repurchase Agreements in Connect·ion with Redis-
counted paper. (action) Richmond 
Recommended: 

That Federal Reserve Banks should not take bills 
receivable in bulk from member banks, giving a 
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fictitious rraturity for tha ptrrpose of making 
short-time advances to me~~er ban1:s; or take a 
collateral agreement to repurchase paper so 
offered upon a fixed date; or a standing agree­
ment to repay sums loaned or advanced in such 
rranner on or against suCh paper from time to time. 

F. Interpretation of word "Borrower" in Section 13 of 
the Federa:.. R::;se:rve Act. Discussion of Board's 
opid.on (i.L.ren...£~::e.d\ based on interpretations 
submitted by each bank following October, 1922, 

• --,( 7r. X-,..;o -..· 

Governors' Conference. (discussion) 

G. Desirability of making eligible for discount 
sight drafts with bills of lading attached. 
(Committee appointed at October, 1922, Joint 
Conference reported to Federal Reserve Board) 

San Francisco 

H. Liability of Federal Reserve Banks for securi­
ties accepted for safekeeping where knowledge 
exists that they are property of someone other 
than member bank from Whom accepted. (discussion) Dallas 

I. Importance of New York call loan market. 
!ts operation. (discussion) New York 

J. Credit statements of holding corporations. 
Should statements of subsidiary companies 
be required by Federal Reserve Banks? (discussion)Ridlmond ·. 

II • COLLECTIONS Al\ID CLEARINGS 

A. Report of Standing Committee on Collections. 
Mr. Strater, Cleveland, Chairman. 

Special consideration of "advice of no returns" 
(see pages 14, 15 and 16 collection committee 
report) 
Recomnended: 

That an advice describing the item should 
be forwarded by a Federal Reserve Bank or 
branch to the sending bank, specifically 
advising final fate of a check, covering 
which an advice of "no returns 11 has pre­
viously been forwarded, deposited by an­
other Federal Reserve Bank, branch or 
direct sending member bank. 

B. Uniform indorsement by Federal Reserve Banks on· 
cash and collection items received from mem­
ber banks and other Federal Reserve Banks. 

(action) Dallas 

(discussion) 
Kansas City 
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c. Inter-district deferred time schedules. (discussion) Richmond 

D. Large volume of checks lost in transit after 
deposit in Federal Reserve Bank or by direct 
sending. (action) New York 

E. 

Recommended: 
That the conference consider this question 

in a broad way; assemble data showing the 
amount involved in 1922; and then take the 
matter up with the Postmastar General with 
a view to bringing about a reduction in 
the number of lost items. 

Par Collections. 

("'\,~:::: 

F•l'··~·t.~'· 

Establishment of uniform policy to be pursued 
when final decision in Atlanta case is 
handed down. (discussion)SanFrancisco 

Desirability of uniform policy in matter of 
balances required of nonmerriller banks nnking 
use of collection facilities. 

Policy with respect to handling coupon col­
lections and other non-cash collections. 

H. Direct sendings of country checks by member 
banks in one district to points in other 
districts. 

III. COIN, CURRENCY AND CIRCULATION 

A. Standardization of circulating fitness of 

(discuBsion) St. Louis 

(discussion 
prior to 
reference to 
committee) New York 

(Cliscussion 
prior to 
reference to 
committee) New York 

Federal Reserve Notes. (action) San Francisco 
Recommended: 

That the Treasury Department be re­
quested to lodge with each Federal 
Reserve Bank pacl:ages of Federal 
Reserve Notes representing two or 
more standards of fitness which the 
Federal Reserve Banks wsy use as a guide 
for the sorting of circulated currency. 

B. Deposit of till money at close of business by 
member banks in Reserve Bank Cities. (discussion) Richmond 

C. Advantages to Federal Reserve Banks of subst i­
tuting tax on circulation for Government 
participation in profits. 
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Possibility of legislation. (discussion) PhiJ,J,..:;_,c,J.f_;r~i~ 
Figures requested -

IV. OPERATION 

Franchise tax last year~ 
Tax if 2~o on outstanding currency 

not covered by gold. 
Possible reduction of tax below 

actual fran~~ise payment by more 
close allocation of golJ; keeping 
larger amount in .Agent's hands ,etc. 

A. Report of Insurance Committee. 
!~. Cramer, Chicago, Chairman. 
(lJow resigned; new appointment.) 

B. Employees' Insurance. 
Is each bank justified in carrying 
its own insurance risk. 

Figures requested -
Amount of premiums paid. 
Amount of'death losses settled. 

C. Report of Pension Committee, 
Mr. Kenzel, New York, Chairman. 

D. Report of Leased Wire Committee. 
Governor McDougal, Chicago, Chairman. 

E. Committee on Econorr~ and Efficiency. 
D;;;s irabili ty of having operating repre­

sentative on Federal Reserve Board's 
Committee. 

F. Payment for Reports of Ex:Jmination of 
national banks. 

Report filed by committee appointed at 
October, 1922, Conference. 

G. Principles which should control fixing 
of salaries of junior officers in 
Federal Reserve Banks. 

V • FISCAL AGENCY OPERATIONS 

A. Desirability of checking shipments of re­
deemed sectiTities against advices of 
shipments forwarded by separate regis­
tered mail. 

(discussion) Chicago 

(discussion) San Francisco 

(discussion) Philadelphia 

(discussion) Cleveland 
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E. Undesirability of accepting matured 
Government securities on account of 
allotments of original issues of 
Treasury certificates of indebtadness 
or Treasury notes. (discussion) Cleveland 

VI. ACcouNTING.~ ~UITING • 

.A. Commi ttaa on Standardization of .Accounting 
Forms. 
Mr. Vogt, Chicago, Acting Chairman. 
Is continuance desirable, and, if so, 
two vacancies to be filled~ 

("),0"-'.J 
~·~( .. ! 

B. Reimbursement for expenses incurred account 
War Finance Corporation transactions. (discussion) Kansas City 

C. Reimbursement for Federal Land Bank trans­
actions. (discussion)Y~sas City 

D. Should reserve account& of count~y member 
banks receive adjustment for currency in 
transit. (discussion} New York 

VII. LEGISLATION. 

A.. Racent Amendments to Federal Reserve Act. (discussion) Boston 

B. Senate Resolution 444 - causes for nonmem-
bership of state banks and trust companies(discussion) Philadelphia 
~at action, if any, should Federal Reserve 

Banks takei effects of bill. 
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mTTATIVE DBJ.FT OF P.MENDMENTS TO REGULATIONS. 

The attached draft of amendments to the Federal Re­

serve Board's Regulations is merely tentative and is intended 

primarily to serve as a basis for discussion. It has not 

been submitted to, or approved even tentatively by, the Federal 

Reserve Board. 

invited. 

Constructive criticisms and suggestions are 

The changes in the existing regulations are noted in 

red ink. 
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(Insert #1) 

(To be inserted in Reg'J.lation L c.t the 
place ir,dicated) 

and ~2) certain bills of excn::::_nge pay:;ble at sight or on de!I'and 
are eligible even though they have no fixed ITaturity {See Section 
VII, below).· 

I 

(Insert #2) 

("l{""l,... 
r.: Jr -'. ~~.~1 

that which could be borrowed lawfully from such State bank or 
trust company under the terms of Section 5200 of the United States 
Revised Statutes, were it a national banking association. 

(Insert d!j) 

(b) It must not.b2 a note, draft, 
ceeds of whic:1 :1ave been or c;,r2 tc 
other borroner, except a;:; to paper 
VI(b) ani VIIL 

(Insert #4) 

or bill of exchange the pro­
be 2,dvc::.nced or loaned to s~rr.e 
described ~-::elmv under Sect1.ons 

or drawn, or the proceeds thereof ho.ve csen or :::re to be used, for 
such a purpose as to render them eligib~e for rediscount under the 
terms of this regulation. 

(Insert 4~) 

(a) Definition. Agricultural p&per within the :ceaning of t"his 
regulation is iefinsd as a negotiable note, draft or bill of exchange 
issued or drawn, or the proceed; of '"'hie:.-, hsve been or are to be 
used, for acricultural purposes, including the production of agri­
cultural pro"cucts, ths carrying or marketing of agricultural products 
by the growers thereof, and the breeding, raising, fattening or IT.ar­
keting of live stock, and \Vhich has a :r.aturity at t:1e time of redis­
count of not more than nine n:onths, e~:clusive of days of grace. 

(b) Paper of Cooperative ;:arketing Lssociations. Unier the ex­
press terms of Section 13(a), notes, d.rafts, bills of exchange, or 
acceptances issued or dra,·.n by cooperative rrarketing associations 
composed of producers of 2gricultural products are d.eemed to !lave 
been issued or dra\m for an agricultural purpose, and therefore 
constitute agricultural paper, if the proceeds thereof have been or 
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are to be: 

(1) ]\dvanced by such association to any members thereof for an 
agricultural purpose, or 
(2) Used by such association in making payments to any members 
thereof on account of agricultural products delivered by such me~ 
bers to the association, or 
(3) Used by such as'?ocbtion to meet expey,ditures incurred or to be 

incurred by the association in connection with the grading) process­
ingt packing> preparation for martet or rr:arketing of any agricultural 
product handled b,- such association for any of its members. 

The~e are not only the classes of paper of such associ~tions 
which are eligible for rediscount, however, and any other paper of suci1 
assocktions which complies with the pertinent requirements of this 
regulation rray be rediscounted on the same terms and conditions as the 
paper of any other person or corporation. 

(Insert 4;6) 

SECTION VII. SIGHT DRf,FTS SECUR.t:'D BY BILLS OF LtDHm • 

. A Federal Reserve Eank may rediscount for any of its member banks 
bills of exchange payable at sight or on :lemand which: 

(a) Are dra\vn to finance the domestic shipment of nonperishable, 
readily marketable staple agricultural products, and 

(b) ~re secured by bills of lading or other shipping documents 
conveying or securing title to such staples. 
All s~ch bills of exchange shall be fo~varded promptly for collec­

tion, and demand for payment shall be rrade with reasonable promptness 
after the arrival of such staples at their destination. In no event 
shall any such bill be held by or for the account of a Federal Reserve 
Bank for a period in excess of 90 days. 

In discounting such bills Federal Reserve Panlrs rr.ay compute the 
interest to be deducted on the basis of the estimated life of each bill 
and adjust the amount thus deducted after payment of such bills to con­
form to the actual life thereof. 

SECTION VIII. FACTORS 1 PIPER. 

11Notes, drafts, and bills of exchange of factors issued as such rr.ak­
ing advances exclusively to producers of staple agricultural products in 
their raw state" are eligible for rediscount with maturities not in ex­
cess of 90 days, exclusive of days of grace, irrespective of the require­
ments of Sections II(a) and II(b). 
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(Insert ,77) 

SECTION XI. W~TURITIES~ 

nn..: 
rr:•c. JL 

(a) Legal Requirements~ No such acceptance is eligible for redis­
count which has a maturity at the time of rediscount in excess of 90 
days' sight, exclusive of days of grace, except that acceptances drawn 
for agricultural purposes and secured at the time of acceptance by 
warehouse receipts or other such documents conveying or securing title 
covering readily marl:etable staples rray be rediscounted with rr.aturities 
at the time of rediscount of not more than six months' sight, ex­
clusive of days of grac~~ 
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(To be inserted in Regulation E.) 

(Insert ¥1) 

SECTION II. ~EFINITIONS. 

'::ithin the meaning of this regulation: 

The term trwarrant 11 shall be constru~d to mean "bills, notes, 

n .... ,..., 
r:.i:__,.(.~~ 

revenue bonds, and warrants with a IJ:ELtu~ity from data of purchase of not 

exceeding six months." 

The term "municipality" slk1.ll be construed to mean 11State; 

county, district, political subdivision, or municipality in the conti-

nental United States, including irrigation, droinage, and recla~ation 

districts." 

The tarm "net funded indebtedness 11 shall be construed to n"ean 

the legal gross indettedness of the municipality (including the amount of 

any school district or other bonds which depend for their redemption upon 

taxes levied upon property within the municipality) less the aggregate of 

ths following items: 

(1) The amount of outstanding bonds or other debt obliga-

tions ~ade payable from current revenues; 

(2) The amount of outstanding bonds issued for the purpose of 

providing the inhabitants of a municipality with public 

utilities, such as waterworl;ts, docks, electric plants, 
I 

transportation facilities, etc: Provided, Tr~t avidence 

is submitted showing th'::t the income fron such utilities 

is sufficient for ~aintenance, for payment of interest on 

• 
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,<,, '•, 

such bonds, and for the accR1IUlat ion of a sinl inc: fund for 

their redemption; 

(3) The :~,mount of outstanding improvement bonds, issued under ls,ws 

which provide for the levying of special assessments ag::,inst 

abutting property in amounts sufficient to insure the payment 

of interest on th0 bonds and the redemption thereof! Provided, 

That such bonds are direct obligations of the municipality and 

included in the gross indebtedness of the municipeJ i ty; 

(4) ~ne total of all siti}~ing funds accumulated for the reden~tion 

of the gross indebtedness of the municipality, except sinl::ing 

funds applicable to bonds just described in (1), (2), and 

(3) above. 

(Insert 4~2) 

?Tarrants will be construed to comply with that part of Section 

III(c) ~~~ve to term of existence and noniefault, under the following 

conditions: 

(1) \Tarrants issued by or in behalf of any municipality which was, 

subsequent to the issuance of such warrants, consolidated with or merged 

into an existing political division which meets the requirements of these 

regulati?ns, will be deemed to be the warrants of such political 

division: Provided, That such warrants were assumed by such political 

division under statutes and appropriate proceedings the effect of which 

is to ~ake such warrants general obligations of such assuming political 

division and payable, either directly or ultimately, without limitation 
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to a special fund from the proceeds of· taxes levied UIJOn all the 

taxable real and personal property within its territorial· limits. 

(2) ':"7arrants is ued by or in behalf of any municipality which was, 

subsequent to the issuance of such warrants, wholly succeeded by a new-

ly organized political division whose term of existence, add..od to that 

of suCh original political division or of any other political division 

so succeeded, is 2qual to a period of 10 years will be de0rrk.:d to be war-

rants of such succeeding political division: Provided, That during suCh 

period none of such political divisions sh:.ll have defo.ulted for a period 

exceeding 15 days in the payment of any part of either princip~l or inter-

e'-!t of any funded debt authorized to be contracted by it·~ .''.nd. provid0d fur-

ther, That such we.rrants were assu.med ey such nevr political division under 

~>t2,tutes and appropriate proceedings the effect of which is to mals:e such 

warrants general obligations of such assuming political division and payable: 

either directly or ulti~ately, without limitation to a special fund from the 

proceeds of taxes levied uptm all the taxable real and personal property 

within its territorial limits. 

(3) ~:'arrants issued by or in behalf of any municipality which, 

prior to such issuance 1 becaffie the successor of one or more, or was formvd 

by the consolidation or merger of two or more 1 preexisting political divl-

sions, the term of existence of one or more of which, added to that of 

such succeeding or consolidated political division, i.s equal to a period 

of 10 years~ will be deemed to be warrants of a political division which 

has been in existence for a period of 10 years: Provided~ That during 
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such period none of such original, succeeding, or consolidated political 

divisions shall have defaulted for a period exceeding 15 days in the 

payment of any part of either principal or interest of any funded debt 

authorized to be contracted by it. 

r"l-~· ."'::'! 
('":. : .. • •.~> 
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(To ·ba inserted in Re;::sul :~tlon H.) 

(IESERT #:1) 

SECTION II. ? LT~S ELIGIBLE FOR MEMBERSHIP. 

reserve bank, .. l St::cte o:mk or trust com.::2UY must _J..~va been incor;or::ted undor 

a s,_Jecial or general l.::tw of the St.J.te or district in w~-:tich it is located. 

2. C:tei t:tl __ Stock. Under the terms of Section 9 of the Federal Reserve 

li.Ct :;.s ~mended 1 no :::Lf}llyin; bani<: c:m be :::~.dmi tted to memoers.lip 1n a Feder:.:tl 

re.serve oank unless: 

(.::) It r,ossesses a p'1id-u;, unim~, :..ired c2.~~i t::.l sufficient to en-

title it to become a national bmking :~ssoci:,tion li1 the place where it is 

(o) It ... ~assesses J. -': :cid-ul:', unim~---irad cs._,_:;its.l of at least 60 p.::r 

c.;ntum of such e1mount, ...nd, under .en;::,_lty of loss of membership, com;lies 

with the rules. ,:.:nd regul :ctions herein ~~rescribed by the Federal Reserve 

Board fixing the time within which :md the method ·by which the unimpaired 

ca..c i t::cl of such b:.:nk shall bo incre_;.sed out of net income to eq_ud th;;:; cc.r- i tal 

required under (a) 

ln ordeT" to become a member of the Feder:tl Reserve Sys tern, therefore, 

any St.'lte bank or trust company must have a minimum .:_)aid-u_p capit:::Ll stock 

at the time it becomes a member ~s follows: 

If locc::.ted in a city or town: Mininum C0.,eJit:.:..l if s.d-
with a popul.:,tion of mitted under cln:P.se (a) 

- - - - - - -
Not exce0din~ 3,000 in­
habi t.::tnt s. $25,0-C 

Minimum c::tpi tal 
if admitted m1der 
clause (b) 
- - - - - - - - -

$15,COO 
- - - - - - - - - - - - - - - - - - - - .... -
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K~ceedint; 3,C .C but not ex~: 

ceeding 6,0:Jv inh::J.bit~ts 

-2- x_ 3b 7lc 

$30,000 

f'"'11""""-' 
,r. ·~j ·f 

- ---------·---
Exceedin~:, 6 ,0~ 0 1 but not ex­
ceedin~ 50 ,0·...,0 inhabit-mts. : 

E:~ceedin~ 50,000 inh.:"bitc:.J.'lts: 

~;.10o ,ooc $60,0(,0 

$120,000 

Any bank admit ted to membershi.;_.:, und~ cl:::tuse (b) must :\.lso, :\.S :::\. con-

dition of membersl1i-"'' the viol::.tion of which will subJect it to e:x:l_;ulsion frorr: 

the Federal Reserve System, increase its capital within five yelrs ~fter the 

c:t_t.l.._.;rov.:.::..l of its i:l.p,;liC::J.t ion by the Federi:l.l Reserve Bo2crd to the arnoun t re-

quired under (o.). For the purpose of providins for such increase, every such 

b~nk s:::-L:tll set .J.Side e::J.ch yeo.r in ::t specio.l fund not less th-1.n 50 per cent of 

its net e-:lrnin,:,s for the ..::~recedin ye21.r, .::tnd if such net e:\.rnin;;s exceed 12 

of 6 p:;r cent of thep;:Ud-up c.:1pit.:1.l shall be c::trried to such fund, until such 

ever it amounts to $5,0..,0, or .:1t such other time :1s the Federn.l Reserve Bo.:1rd 

m:::ty require, such fund shi:l.ll be used to incr.;:n.se the capital of such b::mk, 

except that any odd sums of less them $100 need not be so applied .:md !ll3.Y ra-

main in such fund until the.next increase of capital. 

(INSERT f2) 

If such banl< ~pplies for membership under Section II, 2, (b), it sh.J.ll 

also file with its ~pplication an abreement on Federal Reserve Board Form 

----------' sisued by tha holdars of not lass than two-thirds of its c:1pit~l 

stock, in which such stockholders shall undertake to do all in their power to 

brin3 about compliance with the requirements of that section nnd to vote for 

and do everything elsenecass-1.ry to authorize ::md consumn:1te the increases of 

capit.::,l therein required, 

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



.. -3-
0; ... ~-::. 
f"'C'' '·c" 

(INSERT #3) 

(4) Shall not, except UiOn prior application to and approval of t:t1e 

Federal B.eserve Board, reduce its capital stocl': or c:lUse or permit any 

change in the general c~aracter of its assets or broadening of the 

functions exercised by it ~uch as will' tend to affect mterially the 

standard maintained at the time of its admission and required as a con-

dition of membership; 

(5) Shall exercise all of its powers with due regard to the safety 

of its customers; 

(6) Shall not, except upon prior application to and approval of the 

Federal Reserve Board, establish any branch or agency; consolidate with 

or absorb any other ~; either directly or indirectly, through af-

filiated corporations or otherwise, acquire an interest in another bank 

in excess of 20 per cent of the capital stock of such other bank; directly 

or indirectly promote the establishment of any new bank for the purpose 

of acquiring such an interest in it; nor make any engagement to acquire 

such an interest. 

(7) Shall reduce to the limits prescribed by the laws of the State 

of its incorporation any loan which may be in excess of such limits and 

thereafter shall keep its loans within such limits; 

(.'!) Shall reduce to 10% of its capital and surplus all balances in 

excess thereof, if any, which are carried with baru:.s or trust companies 

not members of the Federal Raserve System; 

(9) rJay accept drafts and bills of any character permitted by the 

laws of the State of its incorporation; but the aggregate amount of all 
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acceptances outstanding at any one time shall not exceed the limitations 

imposed by Section 13 of the Federal Raserve .Act, that is, 507~ of its 

capital and surplus for acceptances drawn for the purpose of furnishing 

dollar e~:change in countries spacified by the FedGral Reserve Board, and 

:>07~ of its capital and surplus for all other accaptances, whether domestic 

or foreign, except that the Federal Reserv8 Board may increase this limit 

from 507~ to 1007~ upon the application of such member lank; provided, ~ow-

ever, that in no ~vent shall the aggregate amount of domestic acceptances 

outstanding at any one time exceed 507o of its capital ::md sur_I)lus; and 

(10) Shall cotnply at all times with any and all S_r;;::)cial conditions 

of membership prescribed by the Federal Reserve Eo~rd at the time of the 

admission of such member bank to the Federal Reserve System or subse-

quently agreed upon by the Federal Reserve Board and such member barll'. 
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(To be inserted in Re_;tJ.:::.tion I) 

(!NSERT #1) 

L New natione1l b.:mks.- E:lch newly orge1nized bank (including ony 

1 
nonmerrber Ste1te bank which sh.::tll have converted into a n2tional bank ) 

shall file with the Feder2l Reserve B:::tnk of its district an ~pliccttion 

to the Federal Reserve Boe1rd on F. R. B, Form }0, made a part of this 

reg,ul.::ttion, for :m amount of capi t::1l stock of the Federal Reserve B:mk of 

its district equ:tl to 6 per cent of the paid-up caflital stock Cllld surplus 

of such national bnnk. SV.Ch applicntion shall be forwarded promptly to 

the Federal Reserve Bo:crd, :md if it is ~und to be in proper form the 

Federal Reserve Bo.::trd will either disapprove it or approve it effective 

if and when the Comptroller of the Currency issues to such bank his certif-

ice1te of =<.uthori ty to coinrnence business. If its C1ppl$cation is npproved, 

the :tpplying bank s~1o..ll thereupon UB.lte ::;. paym~;Jnt to the Federnl Reserve 

B::J.nk of its district of one-half of the amount of its subscription, i.e., 

3 per cent of the amount of its paid-up capitul ~d surplus; and upon 

receipt of this payment the Federal Rsserve B~nk will issue a recei~t 

ther~for, place the amount in a suspense account, and notify the Federal 

Reserve Board that it h~s teen received. ~fuen the Comptroller of the 

Currency issuc1s to such al~.i.:~lyin,~ b:mlc: his certificate of authority to com-

mence business; the Federal r.eserv8 Bank shall issue a stock certificate 

to tho applyin~ bnnk, .:md the cnpi t:W.. stock of the Federal Reserve Bank 

represented by such certificD-te slnll be considered :::ts issu-:;d ·1s of the 

date upon which the Comptroller of the Currency issues his certificate 

of ::...uthori ty to commence business. '£he remaining h::.t.lf of the sub scri.ption 
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of the applyin13 b~ sh:::Lll be subject to call when deemed necessary by 

t1:1e Federal Reserve Bo~d ... 

(INSERT #2) 

If the receiver sh:::Lll fail to m~:c such :::Lpplication within the 

time s~ecified, the Feder:::Ll Reserve AGent shall report the facts to the 

Federal Reserv~ Boord with a recommendation as to the action to be taken, 

wh~reupon the Federal Res0rve Board will oithor issue ~ order to cancel 

such stock or, if the circumstances warrant it, ,~>rMt the receiver ad.d.i-

tional time in w~lich to fil0 such on application. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3672 
!v'Iarch 24, 1923. 

Dear Sir; 

Under arran5emc:nts OlJt:!.ir.ed in the Bo.1rd. 1 s letter X-357 
dated April l, 191G, the Federal Res 3rv3 Bank of l~evv Yorl: has been 
paying all Federal fa:em loan bond coupons rec.Jived 0y Fed.:Jral Pe­
serve Banl-~s. The coupons have be em cashed by t~1e F3deral Reserve 
Barik in 'Nhi..ch deposi tad :..cr~d l:J.VG been sert to the Federal Reserve 
Bank of lh~w York, w~:ich in turn has been sendh:g tl:em to the re­
spective FeJ.eral L~:~d. Ba"1l~s issuing tne bomis. 

,..,., ,. {""" 
t< ~~--j~l<:;~ 

It is now ~,ro_;_..,osecL t~.roug.'1 a new and. simplified arrangement 
to go into effect when the cou_l.Jons maturing fvLy l are presented, to 
have Federal Reserve BanLs send cotlpons casLeU. by thera cL irect to t:ne 
Fed.eral Le:md Ban::,s h1s teo.d of sending them to the Federal Reserve 
Bau1~ of New Yorl:. T-"e da1jo.:.;i t accounts of tl-... e Federe-1 Lana. Ban:!:.:s 
will continue to be ~·ept ui th tl-,e Federal Reserve Bank of 1Je'N York, 
and ot!1er Fed.eral Rsserve Ban:cs casting Federal farm loan bond coulJons 
will rec3ive paymar ... t -c~:erafor from the Federal Reserve Bank of New 
Yorlr t:;rout,l-~ t:.Je Gold Scttlm1:8nt 1<\,_nd. 

!his ; rocecLnre will save a good dea.l of unnecessary 
handling as the record.a of the New York Federal Reserve Bank show 
that last yea:r t:::.era ,-.ras a duplication in the handling of over 
307 ,o:::;o cou:;ons. It will also save Gometr~ing in postage ·md insurance 
on shipmcmts from ot::er Fed.er3..1 Raserve Ban1~s to Nm7 Y:w~-_. 

Forms for forwardiug Federal farm loan tond coupons 
cashed by your banlr to the resr,ective Federal LanJ. :Bari:'s ,~c11d for 
advising the Federal Reserve B:J.nlr of Ne·,v YorJ: of t1:3 a;r:ount of 
coupons cashed, in order that ap:Jropriate credit may ba obtained 
through the Gold. Settlemant Fund, etc., will be for,:rarded in due 
time by the Federal Reserve Banlr of New York. 

Very truly yours, 

Acting Governor. 
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FEDERAL RESERVE BOARD 

STATET.'Bf'T '.FOR 1HE PRESS 

For release in Morning Papers, 
Wednesd.ay, March 2S, 1923. 

The following is a sumn"iiry of general busin<;;ss 
etnd finan:::i81 conditions ttroc::.grwut t~~e several 
FedcJral R;serve Districts during ti1e month of 
I·hr-;: , as co~1tained in L1e forthcoming issue 
of u~e Federal R:0serve Bulletin. 

X-3673 

{"'1,"c;, 
f/_,_t) 

Continued active business is inc.licated by L1e uaintena.nce of a 

high rate of indus trial prociuction, increases in freight traffic and em-

ployment, and. a large volune of retail and w}wlesale tr:::d.e. 

Prod-:..1ction The Federal Reserve Bo,;;ri' s inc.Lex of .;:-•reduction in basic 

industries for Febru'1.ry was at the same high level as in January. Tne 

index number for these industries is. now apr=•roximately eqUE!.l to the 

highest point reacted in the past. Smce the lmv point in J1:J.y, 1921, 

there has been an increase of 61 per cent. 'l':.Je volur.18 of new building 

projected in February was e::ce.ptio:nally larg8 for tr.e sc:oaso:n, particularly 

in western districts. Railroad freight shipments i~ave oe,:.m increasing 

and t~.e car shortage, which was somewl'w.t relieved in Decembei' and January, 

became more marlced in recent weel:s. 

A continued incre<..,,se in industrial employment has been accomi'anied 

by furtl1er ad.vc.:mces in 'Nage ratdS in a number af industrLos. Many New 

England. woolen mills am1ounced a wage increc.1.se of 12 l/2 per cent ef-

fectiye April 30. A shortage of women wort e:cs : as been repcJrted in the 

te:~tile, rubber, and gariDent industries, a11ci Lere is a s:wrtage of un-

slilled labor in many industrial centers. 
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Tr_q_cl.o - 1Vholesde ,md retail distriJc:ticn of goods contim.:..oci a.t a :igh 

leval during February. Sc: .. .les of boti: 'Ni.,Ol0S.J.le .s.nd rota.il concerns re-

})Orting to the Federal Rasarve Banks woro uell above thos,:; of a ye.lr ~'-e:P, 

bc;t L_e increase Na:o relatively more 1.orvnounced in vvl':olesale trade. 

T:hil order and c:.a.in store bu;;,ines:.; ·Jvas almo'>t as large in Febru: .. ry as 

in JJ.Duary 

were actually larger than in January. 

~ojesde Prices - The Bureau of Labor Statistics index of Ni,ol8S8.le 

pric;:;s advJ.nced slic,;,tly dnring February. Prices of metals, buildi:::g 

mat~.::rials, and clot::.~cng incr.:;a.sed, 'rJ!-dle pricas of f<J.eL;, a.nd farm products 

decl :uwd. Buildin0 materials and rJetals during tne :pa.;,t year ~,ave .1d-

vanced mor::: tl1an al'lY other 6 ro1.1ps of corru.odities ::md are now about 25 

_Ran> Credit -Recent increases in industrial and commercial activity Lave 

·been reflected. in a lo.rger volume of lo.:ms by member ban: s for corm,ercial 

purposes, esr;ecially in the New Yorlr, Chicago :_::;nd. San Froncisco Dis tr·ic ts. 

)00 milU.on dollars larger kan at the end of December. Tl1is increase 

has been accor;,~janied by a reduction in holdings of investn:cmts; so tLat 

u~e-re "'as b::;en only a moderate net increa~e in total loc1ns and i:1-

ves tn;en ts. 

T;:12 larger demani..L for fur1D.S Las tiOt led to any incraase during 

t'1e lJJ.St mont~ in t~.-.e total volwne of cr.,;;Qi t e::tenaed. by t:::.e Reserva 

Ban: s. 
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banks in the interior incrJDS3ci., r,articularly in the Chicago Distr"ict, 

but borrowings by member ban:·s in the Ndw Yorl: Uistrict decr3asad. 

Since tbs and of February, L-:::ra ~las been :;1 small decline in the volume 

of Federal r::;serv.3 note circ·d_;,tion vi_.ic~, is now at approximately the 

same leYal t1S six rnontLs ago. Other forr;:s of cLJ..rrency in circulc~tion, 

ho·rvever, have recently increa,sed.. 

Tha n:a.r: .. at rates on corr.mercial lJi:lper adv"1nced furtl':ar to a 

range of 5 to 5 1/4 p2r cent and the rate on banl:ers 1 acceptances re-

mained steady at about 4 1:;er cent. Thera ;,as be.m a slight increase 

in the yield of short term Trea::n.1ry certificsttes as vvell as of Gov.ernment 

and. OLler :::igh grade bonds. 
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FEDER .h L R E S'E R VB B 0 b. R D 

ST.ATENlENT FOR 'lliE PRESS. 

For immediate rel2:..:.se. 

The Fsderal R:Jserve Board today has received. numerous 

telegrams refsrring to rumors as to its contemplated actions. 

In reply, the Board has said, 11Should be greatly obliged 

if you and others who have telegraphed would supply the Board 

with ths source of your information. The Federal Reserve ::~oard 

wishes to say '.ivith all possible emphasis that so far as it is 

concerned thare is no bo.sis for any rumors with resp:;ct to its 

intentions or actions. When the Board has anything to say with 

respect to the credit conditions or policies of th;; Fed coral 

Reserve System it will itself rr:a.ke the announcem"mt. and no 

one else is authorized to speal:: for it. :Board cannot undertnke 

to deny all idle rumors nor should it be charged t·Jitl· them." . 

March 27, 1923 · 
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RESOLTJTION RECENTLY fJJOPT:-:D JJY TT=_:::; FEDERAL RESERVE TOL.HD. 

w:lhereas the Federal Reserv a Do.::1rd, under tha po Ners t,iven 

n #lc w..! r:,-__ l 

it in S3ctions 13 and 14 of the F:oderal R::!serve J~ct, has authority 

to limit and otherwise determine the securities and investments 

purchas3d by Federal reserve b::rnl:s: 

~~1areas the Feder~l Reserve Board h~s never proscribJd any 

limitation upon open rrarket prrchases by Federal rsserve banks; 

Vlh2reas the amount, time, char?-ctar, .-:md manne-r of such pur-

chases may exarcis2 an important influence upon th3 mon-3y rrarket; 

l"lhereas an open market investment _i;;Olicy for the twelve banls 

comrosing the Federal reserve system is nc;c_::ssary in the intGrest 

of the maintenance of a good relationship 1JetNec;n the discount :1nd 

purchase op2rations of the Faderal reserv2 banks and the gcn;;ral 

money marY.et; 

1;Vhereas heavy investments in United States securi tias, 

particularly short-dated certificate issues, have occasioned em-

barrassment to the Treasury in ascertaininG the true condition 

of the money and investment markets from tim3 to time, 

THEREFORE, :Be It Resolved, That the Federal Reserve Do2rd, 

in the; exercise of its powers under the Federal Reserve Act, lay 

down and adopt th2 following principles with respect to OJ:'en 

market investm:cnt operations of the Federal reserve banl:s, to-wit: 

(1) That the time, manner, character, and volume of open 

market investments purchased by Federal reserv0 ba.YJl:s be c;ovoJ•ned 
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with primary rasard to the &.CCOTI1l':od.ati·.m of commerca and. 

business and to the effect of such purchases or sal~s on the 

gem:,ral cred.i t situation. 

(2) That in rnak ing the selaction of o:r;:an mrket :i·urchases • 

careful re6ard be al\l'lays given to the bearine_ of r;urchases of 

UnitGd States Government securities, especially the short-dated issues, 

upon the rrarket for such securities, and that op6n market purchases be 

primarily commercial investrr~nts. except that Treasury certificates 

be dealt in, as at prasent, under so-called 11 re:t-urcnase 11 at,reement. 

Be It Further Resolved, That on and after April 1, 1923, the 

present Comnittee of Governors on_Centralized Execution of Purchasas 

and Sales of Government Securities be discontinuJd, and be superseded 

by a new committee knovvn as the Open Market Investment Committee for 

the Federal Reserve System1 said Corrmittee to consist of five representa-

tives from the reserve banks and to be und~r the general supervision 

of the Federal Reserve Board; and that it be tha duty of this Committee 

"to devise and recommend plans for tha purchase, sale and distribution 

of the open market purchases of the Feder~l reservo banks in accordance 

with th~ above principles and such regulations as may from time to ti~e 

be laid down by the Federal Reserve :Bo:J.rd. 11 

Note: The :Soard has determined th~t Government securities of 
short maturities should be liquidated first, and wishes the 
opJ.nlon of the Conferenca of Govornors as to how this rna;;r 
best be done without disturbance to the marl:et. 
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MEMORANDUM FOR GOVERNORS t CONFERENCE. 

The Federal Reserve Board is of the op~n1on that certain 
voluntary services assumed by the Federal Reserve Banks for their 
member banks should be discontinued, The following list indicates 

('1.- {', 
f". ..• ~j .. ~ 

the items referred to and the annual cost to the Federal Reserve System 
involved in each i tern except in i tern 111 11 , for which the figures 
are not available; 

(BASED ON JANUARY 1923 REPORTS) 

1. Shipping charges on currency and coin to 
member and nonmember banks ................. . 

2. Securities held for safekeeping ..•.......... 

3· Currency- receiving and sorting •.....•..... 

NOTE: Part of this expense could perhaps 
be eliminated by requiring member 
and nonmember banks to make more 
detailed sorts of currency deposited. 

4. Non-cash collections- total •..•........... 

(a) Administration ..................... ·.$ 55,596 

(b) Non-cash city collections ....... "' ..... ' . 240,480 

(c) Non-cash country colleations ......... ' 545,976 

(d) Coupon collections (except Gov' t) ..... 196,884 

(e) Government coupons .. . . . . . . . . .. , ...... ~ 221,616 

5· Transfers of funds •.•.................. · ·· · 

Total 

March 28, 1923. 

Figures 
{not available) 

$193,932 

1,260,552 

397,860 
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F E D E R A L R E S ~ R V E D 0 A R D 

For release in Morning Papers, 
Friday, March 30, 1923-

COYDITION OF .ACCEPTN\TCE !ll!AR!;ET 

FEBRUJ\ RY 15 TO !/lARCH 15 , 192 3 . 

X-3677 

Reports received by the Federal Reserve Board from the Federal 

Reserve Banks indicate conflicting tandencies in the accepta,nce r.r.arket 

during the period from February 15 to March 15. The first week of the 

period was characterized by reduced offerings and lower rates, 'v\T::"ereas 

the supply of bills offered increased considerably durin§, the t::ree fol-

lowing weeks. Purcl:ases of accept.omces in New York durj_ng the week ending 

Marcl1 3 reached the largest vveekly total since November, 1921. This in-

crease in the supply of bills may be partly ascribed to month-end 

financing. 

Rates have re~.ained fairly steady in spite of the increased 

supply of bills, and are at about the same level in all Federal Reserve 

Districts. The quotations for prime bills of 30 to 90 day rnaturity <iuring 

the month ending March 15 were 4 l/S - 4 1/4 bid and 3 7/.S - 4 offered, 

while rates on bills of 120 day maturity rar1sed from 4 1/S - 4 3/S bid to 

("'> ,'­
f'~ , '~_,~-, 

4 - 4 1/8 offered, and bills of 150 to 1~0 day rraturities ranged from 4 1/4 -

l/2 bid to 4 1/S - l/4 offered. Bills of 60 to 90 day maturity were in the 

best demand. 

The principal commodities against which bills were drawn were cotton, 

grain, sugar, silk, v~ol, tobacco, meats, and provisions. In ad~ition, 

some bills were drawn a;,;;ainst dollar exchange, coffee, oils, hides, Md 

leather r 
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serve Bank of rbw Yor1r, who I i::ave pleasure in an:~,ouncing ::as, 1.vi th the 
ap-r;rpval of the Fedsral :Reserve Board, been selected as Secretary of 
the Comrri ttee on Econolilf 811d Effici3ncy to fill the vacancy created by 
t'~:; resign:1tion of ~~r. A. !-l". iTogt from the Federal Reserve :Ban1: of 
C: i cs.go. 

To a.H Ban"lr Be pres en ta ti Yes. 

Very truly· yours, 

A • C • T·Ti 11 s r 
C'rairJr.ar:, Comrr:ittee on 
"conomy and Efficiency 

{""\~ () 
,- ~--.....~ f<~ 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3679 

March 30, 1923. 

SUDJECT: Stenographic Minutas of Conference 
of May 18, 1920. 

Dear Sir: 

I am sendin6 you uneier s3par3.te covar today 
fifteen copies of Senat:; Document :f,b310, 67th Con0 rass, 4th 
Session, beinb st,:mo 0 raphic transcript of 11Minutes of Conference 
with the Federal Reserve Board of the Federal Advisory Council 
and Class A Directors of the Federal R;;serve :Oanl:s, at Viashinu­
ton, D. c., May lS, 1920 11 • Additional copies of tr"is pamphlet 
may be had upon application to the Governm:mt Printinc., Office, 
Superintendent of Documents, at five::: cents per copy. 

13y order of tn:; F;;dera1 R2s0rv.;; :::ioard. 

V0ry truly '(ou· .. ·s, 

TO CHAIRMEN OF ALL F. R. Il.AlJ:CS • 

Vlm. w. Eoxton, 
Sacr::ltary. 

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



BEDEP~L RESERVE JOAED 

STAT"SMENT 'FOR THS PRT":SS 

For rslease in Morning 
Papers, Friday, March 30, 1g23. 

During the s-.:;mi-annual. Confer :mco of Gov:;rnors 1 

which clos'i today, th' F-:d'Jral R::s.:;rvJ Ilo'1.rd, as usual, dis-

cuss9d vvith the Governors many matt3rs of op:::ration, includ-

ing th3 amendments to the Fod.:;n.l R.:;serve Act contained in thJ 

Agricultural Cradits P,ct, chant;es in the :Board's ree,ulations 

made necessary by these amendments, the open market operations 

of the System, and many roatters of a routinJ nature. The 

Board also discussed with tha Governors g:meral economic and 

financial conditions, the conditions of the reserves, open 

markst rates for vJr.i<OUS classes of pap3r, the derr.::md for 

credit and the volurne-.of credit in use~and gold movements, 

prssent and prosp3ctive. 
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FEDERAL RESERVE BOARD 

.WASHINGTON. 

Stn!JECT: Econor:ey and Efficiency. 

Dear Sir: 

x...;36s1 

March 31 , 1923·. 

I am W.ri tins to a.dvhe you that Mi'. t.. R. Rounds ~ 

of the Facieral Reserve i3ank Gf New York, has , vvi th the 

approval cf the tederal .Reserve Board, been aJ)I>Ointst Secre• 

tary to the Bcardts CoJl'l'nittee on·Econoqr and Efficiency to 

till the vacancy caused by the resignation of l4r. A.H. Vogt 

from the Federal Reserve' J3ank; of Chicaso • 

TO JJ;L GOVERNORS ANI> 
CHAIRMEN. 

. 
Very truly yours, 

Gha.irtran, Conmittee on 
· Econonv and Efficienc~-

255 
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FEDERAL RESERVE BOARD 
WASHINGTON 

<n~ c L 1 

X-3653 
Apr i l 4 , 1923. 

SUBJECT: Report ing v i o l a t i o n s of cr iminal s t a t u t e s by employees 
of Federal Reserve Banks. 

Dear S i r : 

I t appears, t h a t the Federal Reserve Banks have in some 
cases f a i l e d to r epo r t promptly v i o l a t i o n s of the c r imina l p r o -
v i s i o n s of Sect ion 22 of the Indera l Reserve Act, and Sect ions 
5208 and 5209 of the Revised S t a t u t e s . 

As t h i s i s a mat ter wi th in the j u r i s d i c t i o n of the De-
partment of J u s t i c e , the Federal Reserve Board f e e l s t h a t n e i t h e r 
i t nor the Federal Reserve ->anks should undertake to decide 
whether or not such o f fenders should be prosecuted but t h a t every 
v i o l a t i o n should be repor ted to the Department of J u s t i c e f o r 
such a c t i o n as i t may deem adv i sab le . 

You a re r eques ted , t h e r e f o r e , to r epor t the f a c t s in 
a l l cases of v i o l a t i o n s of Section 22 of the Federal Reserve 
Act or Sec t ions 5208 or 5209 of the Revised S t a t u t e s coming to 
your n o t i c e to the l o c a l United S ta tes D i s t r i c t At torney and a l so 
to send a f u l l r epor t of the matter to the Federal Reserve Board. 
This r e p o r t to the Board should be made in d u p l i c a t e in order 
t ha t the Board may t ransmi t a copy of the r epor t to t h e Department 
of J u s t i c e which may then take such a c t i o n a s i t cons iders ad-
v i s a b l e i n each case . In making such r e p o r t s i t would not be 
improper to recommend clemency f o r the o f fenders i n those cases 
where you f e e l t h a t the circumstances j u s t i f y such a recommendation. 

By order of the Federal Reserve Board. 

Wm. W. Hoxton, 
S e c r e t a r y . 

To a l l Federa l Reserve Agents . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

x-36g4 
April 6 , 1923. 

SUBJECT: Shipments New Federal Reserve Notes. 

Dear S i r : 

In compliance with a j o i n t suggest ion of the Post 
Off ice a u t h o r i t i e s and the Secret Service and a s an add i t iona l 
safeguard and precaut ion agains t l o s s in the shipment of 
Federal Reserve notes the Board reques t s tha t in the f u t u r e 
a l l r e q u i s i t i o n s f o r Federal Reserve notes in denominations 
of f i v e hundred d o l l a r s and upwards s h a l l include a request 
fo r a small amount of lower denominations, p re fe rab ly f i v e s 
or t ens , in order to avoid so f a r as poss ib le , shipments of 
l a rge amounts in p a r t i a l l y f i l l e d pouches. The pos ta l 
a u t h o r i t i e s and the Secret Service are of the opinion tha t 
the danger of loss i s g rea te r from a r e g i s t e r e d pouch which 
i s only p a r t i a l l y f i l l e d than one f i l l e d to i t s capac i ty be-
cause of the f a c i l i t y with which i t might be removed from a 
shipment and the suggestion i s made tha t such shipments con-
t a i n a s u f f i c i e n t number of packages to f i l l a pouch. 

Very t ru ly yours, 

Walter L. Eddy, 
Ass is tant Secre ta ry . 

To a l l Federal Reserve Agents. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-3687 

Apr i l 7 , 1923. 

SUBJECT: Discont inuance Weekly Repor t , Form S t . 1752* 

Dear S i r : 

In view of the f a c t t h a t the Treasury De-
partment has arranged with the Federal Reserve Banks 
and Branches to r epor t t o i t d i r e c t a s of the c lose 
of bus iness on Fr iday of each week t h e i r ho ld ings of 
U. S. s i l v e r and minor co in , you a r e advised t h a t there 
i s no longer any need of the banks cont inuing to ad-
v i s e the Federal Reserve Board of t h e i r coin ho ld ings 
each weak on Form S t . 1752* 

Very t r u l y yours , 

Walter L. Eddy, 
A s s i s t a n t S e c r e t a r y . 

TO GOVERNORS OF ALL F. R. BANKS-
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FEDERAL RESERVE BOARD 2: 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

Apri l 7 , 192) . 

SUBJECT: Rules governing examinations of S t a t e member banks . 

Dear S i r : 

I t appears t h a t sons of the Federal Reserve Banks a re 
making examinations of Sta te member banks without a s s e s s i n g the cos t s 
thereof aga in s t the banks examined, as required by the tsrms of Sec-
t ions 9 and 21 of the Federal Reserve Act , and the Federal Reserve 
Board f e e l s t h a t t h i s p r a c t i c e should be d i s con t inued . A f t e r c a r e -
f u l cons ide ra t ion of the ques t ions of po l icy and law involved, and 
the varying p r a c t i c e s of the d i f f e r e n t Federal Reserve Banks, the 
Board has adopt 2d the fo l lowing r u l e s to govern the examination of 
S ta t e member banks by a l l Federal Reserve Banks, e f f e c t i v e on and 
a f t e r May 1 , 1 9 2 3 : 

1 . Whenever the d i r e c t o r s cf a Federal Reserve Bank s h a l l 
approve the examinations made by the S ta t e a u t h o r i t i e s , such examina-
t i o n s and the r e p o r t s thereof may be accepted by the Federal Reserve 
Bank in l i eu of t h e i r own examinations; and in such cases no c o s t s 
may be assessed aga in s t the member bank by the Federa l Reserve Bank. 

2- Federa l Reserve Banks may make t h e i r own examinations of 
S t a t e member banks vAienever they consider i t necessary to do so , and 
the expenses of a l l such examinations must be assessed aga in s t the 
banks examined-

3- Whenever i t i s necessa ry , a Federal Reserve Bank may, if 
convenient ,on r e q u e s t of the S ta te tanking a u t h o r i t i e s , f u r n i s h examiners 
and a s s i s t a n t s t o a s s i s t them in the conduct of t h e i r examination of a 
member S ta t e bank and s h a l l r e q u i r e reimbursement by the S t a t e a u t h o r i -
t i e s f o r the s e r v i c e s ana expenses of a l l examiners and a s s i s t a n t s so 
f u r n i s h e d . 

4 . There a r e c e r t a i n k inds of independent i n v e s t i g a t i o n s or 
i n q u i r i e s which a Federal Reserve Bank may u s e f u l l y and p r o p e r l y 
make of member banks which would not c o n s t i t u t e examinations wi th in 
the meaning of the Federal Reserve Act and the cos t s of which, t h e r e -
f o r e , need not be assessed against, the bank examined; t o - w i t : i n -
v e s t i g a t i o n s of member banks with branches f o r the purpose of f i n d -
ing out the n a t u r e of the o rgan iza t ion and the ex ten t of coord ina t ion 
between the head o f f i c e and branches , and i n q u i r i e s with r e s p e c t to 
"d i scoun t s , advancements ana accommodations" which have been extended 

X-368S 
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- 2 - X-363S 

to or app l i ed f o r by any member bank. 

5« On the other hand, any general i n v e s t i g a t i o n of a member 
bank by a Federal Reserve Bank f o r the purpose of de te rmining: ( l ) 
the solvency of the member bank, or (2) the general l i n e s of c r e d i t 
which are be ing extended by i t , should be deemed to c o n s t i t u t e an 
examination wi th in the meaning of the Federa l Reserve Act and the 
c o s t s thereof must be assessed aga ins t the member bank. 

The Board w i l l expect the Federal Reserve Agents to see tha t 
these r u l e s a r e s t r i c t l y complied with by t h e i r r e s p e c t i v e Federal 
Reserve Banks, both in l e t t e r and in s p i r i t . 

# 

By order of the Federal Reserve Board. 

Very t r u l y yours , 

Win. W. Hoxton, 
Secretary. , 

TO ALL FEDERAL RESERVE AGENTS. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

2 C 1 

x-3639 

Apr i l 7 , 1923. 

SUBJECT* P o l i c y Governing Open Market Purchases by Federa l Reserve 
Banks and the Adminis t ra t ion t h e r e o f . 

Dear S i r : 

This i s to advise you formal ly of the a c t i o n of the Federal Re-
serve Board taken a t i t s meeting of March 22nd, with r e s p e c t to open 
market purchases "by Federal Reserve Banks, and which was d iscussed a t the 
r ecen t conference between the Federal Reserve Board and the Governors of 
the Federal Reserve Banks» 

The Board has adopted the fo l lowing p r i n c i p l e s wi th r e spec t t o 
open market investment opera t ions of the Federal Reserve Banks: 

(1) That the t ime, manner, cha rac t e r and volume of open market 
investments purchased by Federal Reserve Banks be governed wi th primary 
regard to the accommodation of commerce and b u s i n e s s , and to the e f f e c t of 
such purchases or s a l e s on the general c r e d i t s i t u a t i o n * 

(2) That in making the s e l e c t i o n of open market purchases , 
c a r e f u l regard be always given to the bearing of purchases of United S t a t e s 
Government s e c u r i t i e s , e s p e c i a l l y the sho r t -da t ed i s s u e s , upon the market 
f o r such s e c u r i t i e s , and t h a t open market purchases be p r i m a r i l y commercial 
investments , except tha t Treasury c e r t i f i c a t e s be d e a l t in* as a t p r e s e n t , 
under s o - c a l l e d "Repurchase" agreement* 

I n order t o provide f o r the proper admin i s t r a t i on of the p o l i c y 
def ined above, t he Board r u l e s t h a t on and a f t e r Apr i l 1 , 1923, the p r e s e n t 
Committee of Governors on Cent ra l ized Execution of Purchases and Sales of 
Governmsnt s e c u r i t i e s be d i s con t inued , and be superseded by a new committee 
known as the Open. Market Investment Committee f o r the Federal Reserve System,. 
sa id committee to c o n s i s t of f i v e r e p r e s e n t a t i v e s from the Federal Reserve 
Banks and to be under the genera l superv i s ion of the Federal Reserve Board; 
and tha t i t be the duty of t h i s committee to devise and recommend p lans f o r 
the pu rchase , s a l e and d i s t r i b u t i o n of the open market purchases of t he 
Federal Reserve Banks i n accordance with t he above p r i n c i p l e s and such r egu -
l a t i o n s as may from time to t i ne be l a i d down by the Federa l Reserve Board, 
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In accordance with the informal agreement made a t the time of 
the l a s t Governors' Conference, the membership of the Open Market I n -
vestment Committee fo r the Federal Reserve System, w i l l be i d e n t i c a l 
wi th the membership of the old Committee, as fo l lows : 

Federa l Reserve Bank of Boston 
Federa l Reserve Bank of New York 
Federa l Reserve Bank of Ph i l ade lph ia 
Federal Rs serve Bank of Cleveland 
Federal Reserve Bank of Chicago 

By order of the Federal Reserve Board. 

Wm. W. Hoxton, 
S e c r e t a r y . 

To Governors of Federal Reserve Banks. 
Copies to Agents . 
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X-3690 
TREASURY IKE^TIZEHT 
OFFICE;OF THE SECRETARY 

7/ASHIKGTOK 
Apri l 7, 1923. 

The Governor 
Federal Reserve Board. 

S i r ; 
You are hereby advised tha t the Department has r e f e r r e d to the General Account-

ing O f f i c e , Treasury Department Division, for se t t lement , the account of the Bureau 
of Engraving and P r i n t i n g fo r preparing Federal Reserve notes during the period 
March 1 to March 31, 1925, amounting to ^156,554.10, as fol lows: 

Federal Reserve l ,otes , 1914 
UP •*20 Total 

Boston 27,000 306*000 81,000 414,000 
l.ew York 654*000 404,000 108,000 27,000 1,173,000 
Phi ladelphia . . . . . . 270,000 51,000 138,000 459,000 
Cleveland 106,000 162,000 131,000 13,000 414,000 
Atlanta 46,000 81,000 13,000 M M — * 140,000 
Minneapolis . . . . . . . 59,000 9,0u0 4,00U W# " " 72,000 
Dal l a s 1,000 • *• ' - *,000 
San Francisco 324.000 81.000 27.000 i ii> *,n 1 » 432.000 

1 i469,000 1 

§ s o 502,0UU 40,000 3,105,000 

3,105,000 sheets a t #50.42 per M $156,554.10 

The charges against the several Federal Reserve Banks a re as fol lows: 

Sheets 
Compen- P la te Inc. Com- t 

Sheets sa t ion Pr toting Mater ials pensation Total 
t . 414,000 $6,988.32 *6 ,603 .30 #5,261 .94 $2,0-20 ,32 $20 ,873. ,88 

Hew York . .*1,173,000 19,800.24 18 ,709 .35 14,908 .83 5,724 .24 59 ,142. , 66 
Phi ladelphia , . . 459,000 7,747.92 7 ,321 .05 5,833 .89 2,239 .92 2B ,142. 78 
C l e v e l a n d . . . . . 414,000 6,988.32 6 ,603 .30 5,261 .94 2,020 .32 20 ,873. 88 
Atlanta . . 140,000 2,363.20 2 ,233 .00 1,779 .40 683 .20 7 ,058. 80 
Minneapolis . 72,000 1,215.36 1 ,148 .40 915 .12 351 .36 3 ,630. 24 
Dallas . . . . . 1,000 16.88 15 .95 12 .71 4 .68 50. 42 
San Francisco . . 432.000 7.292.16 6 .890, .40 5.490 .72 2.108 .16 21 ,781. 44 

3,105,000 52,412.40 4Sf ,524, .75 39*464 .55 15,152 .40 156 ,554. 10 

The Bureau appropriat ions w i l l be reimbursed in the above amount from the 
i nde f in i t e appropriat ion "Preparation and Issue of Federal Reserve Notes, Re-
imbursable", and i t i s requested tha t your board cause such i n d e f i n i t e ap-
propria t ion to be reimbursed in l ike amount. 

Respect fu l ly , 
s . R. JACOBS, 

Deputy Commissioner. 
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FEDERAL RESERVE BOARD 

WASHINGTON 

X-369I 

Apr i l 10 , I923. 

SUBJECT: Exerc ise of Fiduciary Powers by Nat iona l Banks 
in Pennsylvania . 

Dear S i r ; 

There i s enclosed herewi th f o r your in format ion 

a copy of a d e c i s i o n handed down Apr i l 9 by the Supreme 

Court of Pennsylvania upholding the r i g h t of Nat iona l Banks 

in Pennsylvania to exe rc i se f i d u c i a r y powers under permi ts 

granted by the Federa l Reserve Board. 

Yours very t r u l y , 

Wm. W. Hoxton, 
Secretary-. 

To Governors of a l l Federal Reserve Banks, 
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C O P Y 
X-369Ia 

IN THE SUPREME COURT OF PENNSYLVANIA 

EASTERN DISTRICT 

In the mat ter of the P e t i t i o n 
of 

Nos. 273 and. 2 j 4 January Term, 
1923 

EDNA FBI SB IE TURNER, Deceased Appeal from the dec i s ion of 
the Superior Court of Pennsylvania , 
r evers ing Decree of the Orphans' 
Court of Ph i l ade lph i a County. 

Appeals of Commonwealth of 

Pennsylvania 

OPINION 

FRAZER', J -

These two appeals involve the same ques t i on , namely, whether a n a t -

iona l hank has the r i g h t to ac t as a f i d u c i a r y under the laws of the Common-

wealth of Pennsylvania; they were argued together and w i l l be decided in a 

s i n g l e opinion. 

Turner, a fund was awarded to minor ch i ld ren , "benef ic ia r ies under the wi l l of 

decedent . The cour t appointed The Rit tenhouse Trust Company, of the City of 

P h i l a d e l p h i a , guardian of t h e i r e s t a t e and be fo re the account was ca l l ed fo r 

a u d i t tha t company was converted i n t o a n a t i o n a l bank and conso l ida ted with 

the Corn Exchange Nat ional Bank, with power granted by the Federa l Reserve 

Board to t r a n s a c t a f i d u c i a r y bus ines s . The l a t t e r appl ied f o r and secured 

a c e r t i f i c a t e from the S ta t e Banking Department au thor i z ing i t to do 

f i d u c i a r y ' s bus iness in Pennsylvania and p resen ted a p e t i t i o n asking tha t 

funds belonging to the minors be paid to i t - This the court r e f u s e d to do 

u n t i l the bank secured the approval of the Orphans' Court of Ph i l ade lph ia 

County, under Rule 21 of tha t cour t r e l a t i n g to approval of f i d u c i a r i e s . Ac-

cord ing ly , a p e t i t i o n was presented fo r tha t purpose s e t t i n g f o r t h the f a c t 

In s e t t l i n g the account of executors of the E s t a t e of Edna F r i sb i e 
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of p e t i t i o n e r s i nco rpo ra t i on under the Nat iona l banking laws and i t s sub-

sequent c o n s o l i d a t i o n with The Ri t tenhouse Nat iona l Bank, fo rmer ly The 

Rittehhou.se T f u s t Company, s t a t i n g i t was au thor ized by the Federa l Reserve 

Board to t r a n s a c t a f i d u c i a r y "business and had complied with the law of 

Pennsylvania governing the t r a n s a c t i o n of such bus ines s ; had conformed to 

the Acts of m y 9 t h , 1889, 1^9, and May 20, 1921, P. L* 991, agree ing 

to be s u b j e c t to s u p e r v i s i o n and examination by the Banking Department of 

Pennsylvania in the same manner as corpora t ions of Pennsylvania ; and s t i p u -

l a t e d , pursuant to requi rements of the be fo re mentioned r u l e of c o u r t , t h a t 

" s e c u r i t i e s and o ther p rope r ty r ece ived by tjie c o r p o r a t i o n both i n a 

f i d u c i a r y capac i ty and from the person or persons f o r whom i t i s s u r e t y , 

s h a l l not be taken out of the j u r i s d i c t i o n of the cour t and s h a l l be kept 

s e p a r a t e and apa r t from a l l moneys, s e c u r i t i e s and p roper ty of the sa id bank, 

so t h a t the same can , a t a l l t imes , be e a s i l y i d e n t i f i e d as be long ing to the 

e s t a t e of the person f o r whose account the same has been r e c e i v e d , and t h a t 

t r u s t funds rece ived by sa id bank, whether as f i d u c i a r y or f o r the person or 

persons f o r whom i t i s s u r e t y s h a l l be depos i t ed i n a s e p a r a t e account" in 

another bank or t r u s t company of good s t and ing . This a p p l i c a t i o n was r e f u s e d 

by the Orphans1 Cour t , whereupon the bank f i l e d a p e t i t i o n , as guardian of 

the minors , ask ing t h a t , no twi ths t and ing the r e f u s a l to approve i t s a p p l i -

c a t i o n to ac t as f i d u c i a r y , the funds in ques t ion be awarded to i t as 

guardian* This p e t i t i o n was a l so d ismissed and an appeal taken to the Superior 

Court which reve r sed the c o u r t below and from t h a t decree we have tha p resen t 

appea l s -

The Act of Congress, approved December <£3, 1913> (38 S t a t - 2 ^ 1 ) > 

gave the Federa l Reserve Board power, i n t e r a l i a , " to grant by s p e c i a l permit 
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jfo Nat ional Banks applying t h e r e f o r , whan not in cont ravent ion of S ta t e or 

l o c a l law, the r i g h t to ac t as t r u s t e e , executor , admin i s t r a to r or r e g i s t r a r 

of s tocks and bonds under such r u l e s and r e g u l a t i o n s as the s a id Board may 

p r e s c r i b e . " I t was thus l e f t to the courts to a s c e r t a i n whether , in any given 

case , the exerc i se of the powers granted would be in con t raven t ion of Sta te or 

l o c a l law. D i f f i c u l t i e s arose in the cons t ruc t ion of the Act , r e s u l t i n g in 

i t s amendment in 1918 (Act September 26, 1918, 40 Stat» 867) by pe rmi t t i ng 

National Banks to a c t as executor , a d m i n i s t r a t o r , t r u s t e e , guard ian , e t c . , in 

a l l cases where S ta t e banks, t r u s t companies or other co rpora t ions which come 

in to competi t ion wi th National Banks are permit ted to ac t under the laws of 

the S ta t e in which the National Bank i s l o c a t e d " , and a l so p rov id ing t h a t 

"whenever the laws of such S ta te au thor ize or permit the exe rc i se of any or 

a l l of the foregoing powers by S t a t e banks, t r u s t companies or o ther corpora-

t ions vtiiich compete with Nat ional Banks, the g ran t ing to and exe rc i se of 

such powers by Nat ional Banks sha l l not be deemed to be in cont ravent ion of 

S ta te or l oca l law w i th in the meaning of t h i s Ac t . " The S t a t u t e contained a 

f u r t h e r p rov i s ion t h a t banks e x e r c i s i n g f i d u c i a r y powers should "segrega te 

a l l a s s e t s he ld i n any f i d u c i a r y capac i ty from the general a s s e t s of the bank 

and sha l l keep a sepa ra t e s e t of books and records showing in proper d e t a i l 

a l l t r an sac t i ons engaged in under a u t h o r i t y of t h i s s ec t ion . . . . bu t noth ing 

in t h i s Act s h a l l be construed as au tho r i z ing the S ta t e a u t h o r i t i e s to examine 

the books, records and accounts of the Nat ional Bank which a r e not he ld i n 

t r u s t under a u t h o r i t y of t h i s s u b - s e c t i o n . " I t a l so requ i red t h a t "funds de-

p o s i t e d or he ld in t r u s t by the bank awai t ing investment s h a l l be c a r r i e d in 

a separa te account and s h a l l not be used by the bank in the conduct of i t s 

b u s i n e s s , un les s i t s h a l l f i r s t s e t as ide in i t s t r u s t depar tment , United 
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S t a t e s "bonds or other s e c u r i t i e s approved, by the Federal Reserve Board.11 

Numerous other admin i s t r a t i ve p rov is ions a re found in the Federal Act tha t 

need not be r e f e r r e d to h e r e . 

The content ion of the Commonwealth i s t h a t , to permit a Federal bank 

to ac t in a f i d u c i a r y capaci ty in t h i s S t a t e , under the s t a t u t o r y p rov i s ions 

r e f e r r e d t o , would amount to a v i o l a t i o n of our laws. The Act of May 21, 1919> 

P . L. 209 prov ides , i n t e r a l i a , t ha t the Banking Department s h a l l have super-

v i s i o n of a l l co rpora t ions or persons rece iv ing money on depos i t f o r s a f e 

keeping, inc luding banks incorpora ted under the laws of the United S t a t e s , 

which s h a l l , pursuant to Federal law or r e g u l a t i o n s , be permi t ted to a c t in 

any f i d u c i a r y capac i ty and makes a l l such corpora t ions sub j ec t to inspec t ion 

and examination by the Banking Commissioner. By Act of May 20, 1921, P* 

991» i t was provided t h a t no person should have the r i g h t to appo in t , in a 

f i d u c i a r y capac i ty , any corpora t ion o ther than a co rpora t ion organized and 

doing bus iness under the laws of Pennsylvania and s u b j e c t to the superv i s ion 

and examination of the Banking Department of the S t a t e , or a corpora t ion 

organized under the laws of the United S ta tes and doing bus iness in Pennsylvania 

by r e s o l u t i o n of i t s Board of Di rec to r s agreeing to place i t s e l f under and 

sub jec t to the supe rv i s ion and examination of the S ta te Banking Department 11 in 

the same manner and to the same ex ten t as co rpo ra t ions organized and e x i s t i n g 

under the laws of t h i s S t a t e . " 

A comparison of the foregoing Federal and S ta te a c t s shows the main 

p o i n t s of d i f f e r e n c e a re tha t the Federal s t a t u t e al lows in spec t ion of the 

books and records of only t ha t p a r t of the a s s e t s of Nat ional Banks a s are 

rece ived in a f i d u c i a r y capac i ty and r equ i r e s them to segregate a l l a s s e t s 

he ld in a f i d u c i a r y capac i ty and p r o h i b i t s commingling them wi th o ther a s s e t s 
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i n i t s b u s i n e s s , un l e s s i t sha l l f i r s t s e t a s ide in the t r u s t department 

United S t a t e s bonds or other s e c u r i t i e s approved by the Federal Reserve Board, 

while on the -o the r hand, the S ta t e ac t s au thor i ze superv i s ion by the Banking 

Department of a l l a s s e t s of the corpora t ion and f o r b i d s u b s t i t u t i o n of 

s e c u r i t i e s f o r the funds but requ i re the companies, in a l l c a se s , to keep 

t r u s t funds sepa ra t e from t h e i r o ther a s se t s and to ind ica te a l l investments 

made as f i d u c i a r i e s , so t ha t the t r u s t to which the investment belongs sha l l 

be c l e a r l y known. I t i s argued t h i s d i f f e r e n c e in the two p rov i s ions pro-

duces a c o n f l i c t , making the Federal Reserve Act in d i r e c t v i o l a t i o n of Sta te 

law by pe rmi t t ing un inves ted funds to be mingled with the genera l a s s e t s and 

removing such funds from the inspec t ion and superv i s ion of S t a t e a u t h o r i t i e s . 

The Corn Exchange Nat iona l Bank has complied with every p rov i s ion of the 

S ta te r u l e s , r e g u l a t i o n s and laws, by consenting to the examination of a l l 

i t s a s s e t s by the S ta te Bank Examiners and agree ing to keep t r u s t s e c u r i t i e s 

on depos i t in a s epa ra t e bank. This vo luntary compliance wi th S ta t e r u l e s 

would, in i t s e l f , seem to render unnecessary a f u r t h e r d i s c u s s i o n of the 

ques t ions r a i s e d . Appellant contends, however, t h a t the Nat ional Bank cannot, 

v a l i d l y , agree to be bound by S ta t e law or by l o c a l r u l e of c o u r t , which i s 

con t r a ry or i n c o n s i s t e n t with the Federal law and t h a t , consequent ly , the 

ques t ion s t i l l remains whether i t was not beyond the power of the bank to 

agree to comply wi th the S ta te r e g u l a t i o n s where they a r e in c o n f l i c t with 

Federal p r a c t i c e . 

Hie answer to t h i s con ten t ion i s t h a t i n s o f a r as the S t a t e law i s 

i n c o n s i s t e n t wi th the Federal a c t , the former must y i e l d to the l a t t e r , even 

though the r e s u l t may be to place upon Federal Banks a b e n e f i t or burden not 

rece ived or assumed by the S ta te banks and t r u s t companies. 
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The d e f i n i t i o n given in the Federal ac t as to what c o n s t i t u t e s a 

v i o l a t i o n of the S t a t e law takes no cognizance of the f a c t t h a t c e r t a i n ad-

m i n i s t r a t i v e d e t a i l s in the r e g u l a t i o n s of Federal Banks were d i f f e r e n t from 

those governing S t a t e i n s t i t u t i o n s * The ex i s t ence of these d i f f e r e n c e s , how-

e v e r , i s n ° t s u f f i c i e n t to depr ive a Nat ional Bank of the enjoyment of i t s 

powers under the Federa l law* The es tab l i shment of the Federa l Reserve Bank 

•.was a mat ter w i th in the scope of Federa l power and a S t a t e canno t , in any way, 

i n t e r f e r e with the powers of such banks, except i n s o f a r as Congress has 

pe rmi t t ed i t to do so- When the Federal a c t was passed Congress had knowledge 

of the f a c t tha t va r ious S t a t e s had adopted d i f f e r e n t laws and systems governing 

persons or co rpo ra t i ons a c t i n g i n a f i d u c i a r y c a p a c i t y . Raving t h i s knowledge, 

they gave to the Federal Reserve Board power to p r e s c r i b e r e g u l a t i o n s f o r the 

government of Federa l Banks. Regula t ions thus e s t a b l i s h e d a re paramount to 

S t a t e r u l e s and the l a t t e r must y i e ld whenever a c o n f l i c t a r i s e s - I t was with 

knowledge of t h i s s i t u a t i o n and the e x i s t i n g d i f f e r e n c e between r u l e s governing 

S t a t e and Federal Banks t h a t Congress undertook to d e f i n e , by the Act of 191S, 

what would be cons t rued " in con t raven t ion of S t a t e law*" I t w i l l be observed 

the d e f i n i t i o n r e f e r s to "powers" only and not the r u l e s governing the e x e r c i s e 

of such powers• I t i s the rigjht i t s e l f , not the r u l e s governing the e x e r c i s e 

of the r i g h t , to which r e f e r e n c e i s made» Concede the e x i s t e n c e of the r i g h t 

in the S ta t e banks and t r u s t companies and we have the same r i g h t bestowed upon 

Nat ional Banks* Had Congress in tended the l a t t e r to be governed by S t a t e laws 

in the exe rc i s e of the r i g h t g iven, su re ly express ion of t h a t i n t e n t i o n would 

be found in the s t a t u t e . In the absence of such u t t e r a n c e , we must assume 

Congress was s a t i s f i e d wi th the r u l e s a l ready p r e s c r i b e d by the Federa l Reserve 
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Board., If these r u l e s happen to c o n f l i c t with Sta te r egu l a t i ons on the 

s u b j e c t , the l a t t e r must y i e ld to the f orrrer "because t h e ' r i g h t being conceded 

the power to r e g u l a t e the exe rc i se of the r i g h t would fo l low as a necessary-

inc iden t • We "believe t h i s view i s f u l l y supported by the. opinion in F i r s t 

Nat ional Dank v . Union Trust Company, 244 U. S* 4 l 6 , and cases t h e r e i n c i t e d . 

The decree of the Superior Court i s a f f i rmed* 

Apr i l 9* 1923. 
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FEDERAL RESERVE BOARD ' • 

WASHINGTON 

x-3b'S3 

April 11, 1^23. 

Subject : Currency Shipments> Preparation and Mailing. 

Dear S i r : 

On April 6th I received from the Third Ass is tant Pos t -
master General a l a t t e r , enclosing copy of repor t rendered "by 
Post Off ice Inspector William Pearson dated March 3r<*> and copy 
of l e t t e r from the Chief Inspector , Post Off ice Department dated 
March 24th in which " i t i s recommended, in the i n t e r e s t of s a f e ty 
of valuable matter sent by banks in the reg is te red mails , t ha t a 
more systematic and s t r ingent method of preparing and mailing 
remittances be followed not only by the Federal Reserve Banks and 
Branches but by other banks, many of which are members of the 
Federal Reserve System"- Inspector Pearson's repor t has reference 
p a r t i c u l a r l y to a shipment by the F i r s t National Bank of Fargo, 
Worth Dakota, on August 4 , 1922, of $20,000 in currency to the F i r s t 
National Bank of St« Paul and the Second National Bank of Minot, 
North Dakota* Both r e g i s t e r s were fredeived by the addressees 
in good condition With lead seals i n t ac t but short in sums of $300 
and $500 respec t ive ly . The report says: 

" Invest igat ion a t the mailing bank disclosed that currency 
shipments are prepared a t that bank in the following manner: 
The money is counted by a t e l l e r who places several rubber 
bands around i t , no wrapper or twine being used, and in 
th i s condit ion encloses i t i n a canvas coin sack which i s 
handed to a bank messenger f o r sea l ing and mail ing. Lead 
sea ls alona are used in the sca l ing , and as seals and s e a l -
ing device are l e f t in the custody of the messenger or mes-
sengers , who are f requent ly l e f t alone in the bank, and in 
sole possession of the money, a f t e r a l l other employees have 
gone off duty for the n i $ i t , the opportunity fo r r i f l i n g i s 
g r e a t . " 

and concludes as follows: 

" I t was learned tha t i t i s the p rac t ice of banks throughout 
the country, including Federal Reserve Banks, to enclose 
currency loose , or with rubber bands around i t , in canvas 
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coin sacks . I t i s obvious t h a t t h i s i s a bad p r a c t i c e , 
and i t i s recommended thav the Department i s sue to p o s t -
masters such i n s t r u c t i o n s as p i l l or ing about a co r r ec t ion 
of t h i s u n s a t i s f a c t o r y cond i t i on" . 

The Chief Inspec tor in commenting upon the r epo r t of Inspec tor 
Pea r son ' s says: 

" I t w i l l be observed tha t the money i s not p rope r ly p r e -
pared f o r mai l ing and the lead sealed sacks , together 
with the s e a l i n g dev ices , are l e f t in the custody of the 
bank messenger or messengers, who are f r e q u e n t l y l e f t alone 
in the bank and have the oppor tuni ty fo r s t e a l i n g the 
cur rency ." 

If t h i s r e p o r t c o r r e c t l y descr ibes the method of mai l ing 
currency in your bank and in banks throughout the country i t would 
seem c l ea r t h a t a s a f e r method ought a t once to be adopted. 

Yours very t r u l y , 

Acting Governor. 

TO TEE GOVERNORS OF ALL F. E. Z-ANKS 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-369U 

Apri l 1-3, 1923. 

SUBJECT: Expense Main L ine , Leased Wire System, March, 1923* 

Dear S i r : 

Enclosed herewith you w i l l f i nd two mimeograph 
s t a t emen t s , X~369^a and X - 3 6 9 ^ , covering in d e t a i l opera-
t i ons of the main l i n e , Leased Wire System, dur ing the 
month of March, 1923. 

P lease c r e d i t the amount payable by your bank 
in the geftefal account> Treasure!1* U. 3 . ; on your books, and 
i s sue C/D Form 1 , Nat ional Banks, f o r account of "Sa l a r i e s 
and Expenses, Federa l Reserve Board, Specia l Fund", Leased 
Wire System, sending dup l i c a t e C/D to Federal Reserve Board. 

Very t r u l y yours , 

F i s c a l Agent. 

(Enclosure) 
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REPOET SHOWING CLASSIFICATION AND NUMPEE OF WOEDS 
TRANSMITTED O^EE MAIN LINE OF THE FEDEEAL RESERVE 

LEASED WIRE SYSTEM FOE TEIE MONTH OF MAECE, 1923 • 

Per cent of Treasury War 
Tota l Bank Dept. Finance Corp. 

From Bank Business Business (*) Business Business Total 

Boston 
New York 
Ph i l ade lph ia 
Cleveland 
Richmond 
At lan ta 
Chicago 
S t . Louis 
Minneapolis 
Kansas Ci ty 
Dal las 
San Francisco 

Total F. R. 
Banks 

Washington 

38,296 
237,306 
60,181 
90,494 
bg,921 
73,234 

14g, 656 
106,039 

44,*03 
93,334 
71,721 

157,449 

1,195,549 

146.092 

3.20 
19.35 

5.03 
7.57 
5-76 
6.55 

12.44 
3 -37 
3-75 
7.81 
6.00 

13-17 

100.00 

Grand Tota l ' 1 ,541 ,641 

Per cent of Total 81.775° 

Bank Business 1 ,541,641 words or 31 • 795° 
Treasury l 4 l .113 n 11 13.21 

TOTAL 1,834,959 100.00%, 

8,993 
23,515 
10,344 
13,624 
10,713 
13,731 
19,572 
14,906 
8,340 

13,262 
3,065 

28,559 

174,134 

l6c,.134 

343,313 

13.215o 

32 

67 

66 

92 

257 

214 

471 

0 .02^ 

(*) These percentages used in c a l c u l a t i n g the 
pro r a t a share of leased wire expenses as 
shown on accompanying s ta tement (X-3b94b) 

47,294 
260,321 

71,025 
104,150 

79,639 
92,015 

163,305 
120,995 

53.21U 
106,596 

79,873 
IS6,003 

1,369,940 

515.490 

1,335,430 

FEDERAL RESERVE BOARD 
WASHINGTON, D. C. , 
APRIL 13, 1923. 
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W REPORT OF EXPENSE X-3&94b 
1 - MAIN LINE 
v-v FEDERAL RESERVE LEASED WIRE SYSTEM MARCH,1/2). 

Name of Bank 
Operators 1 

S a l a r i e s 
Operators * 
Overtime 

Wire 
Rental 

Total 
Expense 

Pro r a t a 
Share of 
Total 
Expense Credi ts 

Payable 
Federal 
Reserve 
Board 

Boston $ 250.00 $ - $ - $ 250.00 $ 719.30 $ 250.00 : $ 469.3O 
New York 1,314-14 5.OO - 1,319.14 4,461.89 1,319 >14 3,142.75 
Ph i l ade lph i a - 225,00 - - 225.OO 1,130.65 225.00 905.65 
Cleveland 166.00 - - 366.OO 1,701.5? 366.OO 1,335-59 
Richmond 315.00 - - 315-OO 1,294.74 315.00 979.74 
At lan ta 240.00 ~ - 240.00 1,472.31 240.00 1,232.31 
Chicago (#)4 ,609.24 10,00 - 4,619.24 2,796.27 4,619.24 (*) 1,822.97 
St- Louis 208.33 •75 - 209.08 1,993.80 209*08 1 ,784.72 
Minneapolis 275-00 - - 275.00 842.93 275*00 567.93 
Kansas Ci ty 336 .64 1 .57 - 338-21 1,755.54 338.21 1,417.33 
Dal las 251.00 - - 251.00 1,348.63 251.00 1,097.68 
San Franc isco 395.00 - - 395-00 2,960.36 395.00 2,565.36 

Fed.Res.Board 16,783-07 16,783*07 

TOTAL # , 7 8 5 - 3 5 $ 17>32 $16,781.07 $25,585-74 $22,478.06 $8,802.67 $15 ,498 .36 
(a) 3.107.68 (&)l ,822.97 

$22,478,06 $13,675-39 
(#) Includes s a l a r i e s of Washington Operators 
(&) Amount reimbursable to Chicago. 
(*) Credi t 
(a) Received. $7.68 from War Finance Corp . and $3100 from 

Treasury Dept. covering bus iness f o r month of March, 1923• 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C . , 
Apri l 13, 1923. 
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I t i s the sense of the Federal Hsserve Board t h a t Federal 

reserve banks which a re ca r ry ing in p o r t f o l i o a cons iderab le 

volume of open market investments should no t increase t h e i r 

d iscount r a t a under p r e s e n t condi t ions u n t i l they have subs t an -

t i a l l y e f f e c t e d the l i q u i d a t i o n of t h e i r open market inves tments . 

( l j by s e l l i n g to the market, through the Centra l Committee f 

t h e i r hold ings of sho r t -da t ed Government s e c u r i t i e s ; 

(2) by s e l l i n g to the market as r a p i d l y as condi t ions warrant 

t h e i r ho ld ings of United S t a t e s Government no te s ; and 

(3) by s e l l i n g , or e l s e al lowing to run o f f , t h e i r hold ings 

of accep tances , and by advancing t h e i r buying r a t e s on acceptances * 

I t i s f u r t h e r the sense of the Federal Reserve Board that un-

t i l the degree of dependence of the e x i s t i n g c r e d i t s t r u c t u r e upon 

Federal Reserve bank accommodation can be determined by the course 

ou t l i ned above, the b a s i s of a wel l - informed d iscount po l icy w i l l 

be l a c k i n g , and t h a t the e f f e c t of an advance of d i scount r a t e w i l l 

be psychologica l * 

I t i s fur thermore the opinion of the Federal Reserve Board that 

there i s noth ing in the immediate bus iness and c r e d i t s i t u a t i o n t ha t 

r e q u i r e s the advance of d iscount r a t e s f o r merely psychologica l 

r easons , 

A. C. M. Apri l 7, 192] . 
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FEDERAL RESERVE BOARD % r w B 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-3698 

SUBJECT: ACTION ON APPLICATION FOR FIDUCIARY POWERS. 

Dear S i r : 

Please advise the above named bank tha t on 
the Federal Reserve Board approved i t s app l i ca t ion 
to a c t , when not in contravention of s t a t e or l o c a l 
law, as 

the exerc i se of such r i g h t s to be subject to the pro-
v i s ions of the Federal Reserve Act and the r egu la t ions 
of the Federal Reserve Board. 

Very t r u l y yours, 
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FEDERAL RESERVE BOARD ^ 
WASHINGTON 

X-3699 

Apr i l 19, 1923. 

SUBJECT: Spec ia l Committed to Consider Non-Cash 
C o l l e c t i o n s . 

Dear S i r : 

At the l a s t Conference of Federal Reserve Bank 
Governors, the Conference considered the Board 's memorandum 
X-3676, da ted March 28, 1923, having r e f e rence t o the e l imina -
t i o n of c e r t a i n voluntary s e rv i ce s assumed by the Federal Re-
serve Banks f o r t h e i r member banks . I t was -

"Voted to be the sense of the Conference t h a t the 
s e r v i c e s enumerated in the Board 's memorandum should 
not be ^discontinued a t t h i s t ime, except t ha t wi th 
r e f e r e n c e to the i tem of Non-Cash C o l l e c t i o n s , i t 
was f e l t t h a t the sub jec t should be r e f e r r e d f o r 
cons ide ra t i on and r epo r t t o a Special Committee 
of Governors t o be s e l e c t e d by the Federa l Reserve 
BoaM" 1 

in accordance with the above a c t i o n , the Federal 
Reserve Board has appointed a s p e c i a l committee c o n s i s t i n g 
of the Governors of the Federal Reserve Banks of Boston, New 
York, Chicago, Cleveland, and Dallas* 

The Board has f u r t h e r d i r e c t e d Mr* J . F . Herson, 
Chief Examiner, to a t t e n d the meetings of the above committee 
f o r the purpose of r e p r e s e n t i n g the Board du r ing the d i s c u s s i o n of 
the mat te r r e f e r r e d t o . 

By d i r e c t i o n of the Federal Reserve Board., 

Wm. W. Hoxton, 
Sec re t a ry . 

TO GOVS. OF ALL F. R. BANKS EXCEPT BOSTON .NEW YORK .CHICAGO, 
CLEVELAND AND DALLAS. 
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x-3700 

Address of 

A, C. MILLER 

Member of the Federal Reserve Board 

before the 

Annual Convention of the Maryland Bankers Associa t ion 

A t l a n t i c C i ty , New Jersey 

May 28, 1921. 
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Mr* P re s iden t and gentleizBn of the Maryland Bankers 

Assoc ia t ion , I am very happy to have an oppor tuni ty to meat you 

and d iscuss wi th you some of our common problems and t roub le s 

and p e r p l e x i t i e s , 

I be l i eve tha t you gentleman c o n s t i t u t e the S t a t e Sec-

t i on of your Associat ion* Let me say, in order to r e l i e v e you of 

any doubt as to why I am h e r e , t ha t I am h e r e n e i t h e r to s o l i c i t 

membership of you in the Federal Reserve Bank of Richmond, nor 

t o complain of such of you as are not members f o r not be ing mem-

bers# The p r e s e n t , to iriy mind, i s a time t h a t i n v i t e s u s , whether 

as p r a c t i c a l bankers or as men concerned with the a d m i n i s t r a t i o n 

of the nat ion* s banking and f i n a n c i a l a f f a i r s in a governmental 

way, to look a l i t t l e beyond our own immediate p r e c i n c t s and t r y 

to take a broader and deeper view of the s i t u a t i o n t h a t i s con-

f r o n t i n g the country a t the p r e s e n t t ime. Whether you are 

Nat ional bankers or S ta te bankers makes no d i f f e r e n c e ; - whether 

merely bus iness men or f a r m e r s t or even, f o r t h a t m a t t e r , people 

who belong t o the s a l a r i e d or p r o f e s s i o n a l c l a s s e s , or to the 

g rea t body of consumers• The d i f f i c u l t i e s and p e r p l e x i t i e s s u r -

rounding the banker and the bus iness man a t the p re sen t time make 

no d i s c r i m i n a t i o n between n a t i o n a l bankers and t h e i r customers and 

S ta te bankers and t h e i r customers in the many d i f f e r e n t s e c t i o n s of 

the coun t ry , or i n our many d i f f e r e n t c l a s se s of i ndus t ry • I f we 

have ever been confronted with an economic problem t h a t concerns 
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a l l of us and from which there i s no escape fo r any of u s , except as i t 

i s an escape f o r a l l of u s , i t i s the p resen t s i t u a t i o n . 

I want to take occas ion , t h e r e f o r e , t h i s a f t e r n o o n , i n the 

time a l l o t t e d to me, to draw a t t e n t i o n to some of the ou t s tand ing f a c -

to r s tha t are involved in the e x i s t i n g economic and f i n a n c i a l s i t u a -

t i o n , whether you happen to be a banker in Maryland or in C a l i f o r n i a ; 

in Maine or in Texas. I mean to t a l k mainly about what we have come 

to desc r ibe by tha term "postwar economic read jus tment"• But f i r s t I 

want to say a word by way of caut ion and c o r r e c t i o n -

A few months ago i t was more common to desc r ibe what i s in 

process as " d e f l a t i o n " . Fo r tuna te ly - f o r t u n a t e l y f o r the t r u t h , and 

f o r t u n a t e l y f o r the t r u t h t h a t helps us toward a comprehension and a 

so lu t i on of our problem - we are l a t t e r l y coming to t a l k l e s s about de-

f l a t i o n and more about readjus tment - Mary who did not see i t l a s t autumn 

now understand t h a t i t i s not " d e f l a t i o n " from which we a re s u f f e r i n g ; 

t ha t d e f l a t i o n , s o - c a l l e d , i s merely a symptom of the r egene ra t i ve or 

r e s t o r a t i v e p rocess through which na ture i s p u t t i n g us# What we are 

going through i s , i n f a c t , a readjus tment or real ignment of the d i s t o r t -

ed s t r u c t u r e of indus t ry and commerce throughout the l eng th and b read th 

of our country to a normal b a s i s . The r ead jus tmen t , indeed, reaches 

beyond our own shores i n t o -world-commerce and in to world-markets * V/e 

are not s u f f e r i n g a lone , nor even most* We are s u f f e r i n g along with 

the r e s t of the world. There i s no country , no matter how important 

nor how l i t t l e impor tant , in a commercial or f i n a n c i a l wayt t h a t i s not 

going through the throes of t h i s t e r r i b l e c r i s i s of a f f a i r s from 

which we have been s u f f e r i n g * On the whole we have come through 
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most eas i ly and s a f e l y . Much as we complain of our condi t ion and much 

as we lament our individual s u f f e r i n g s and l o s s e s , we r e a l l y have reason 

to be thankfu l that thus f a r we have come through so well and on the 

whole with so l i t t l e damage to our economic and business morale. 

Why do 7/e c a l l t h i s mysterious movement or process through 

which we a re pass ing "readjustment" ra ther than "def la t ion"? Foremost, 

and b r i e f l y , to my mind, f o r t h i s reason: Def la t ion — God p r o t e c t the man 

who ever invented the word or ever undertook to n a t u r a l i z e i t on American 

s o i l and apply i t as a desc r ip t i on of American condi t ions — d e f l a t i o n to iry 

mind always implies that somebody has got h i s hand on something and i s 

t ry ing to squeeze something out of i t . I t implies the in t e rven t ion of a 

w i l f u l and d e f i n i t e purpose on somebody's pa r t t o accomplish a r e s u l t by 

means of forced p ressure . More s p e c i f i c a l l y i t means forced l i qu ida t i on 

and f a l l i n g p r i ce s by r e s t r i c t i o n of c r ed i t and cont rac t ion of currency• 

In tha t sense there has been no d e f l a t i o n . The l i q u i d a t i o n tha t swept 

over t h i s country, in common with the r e s t of the world, in the year 1920 

was not of anybody*s making - l e a s t of a l l , of the Federal Reserve Board*s. 

I t came of i t s e l f . I t was not the consquence of any pol icy of d e f l a t i o n . 

I t was the r e s u l t of an inev i t ab le r eac t ion in the course of economic 

a f f a i r s . So f a r as d e f l a t i o n has had anything a t a l l t o do with what has 

been going on in the l a s t yea r , i t has been a d e f l a t i o n of expectat ions 

a d e f l a t i o n of exaggerated expectat ions on the p a r t of people general ly 

throughout our country, nor th and south, eas t and west, and not only 

throughout the United S ta tes and the Western Hemisphere, but p r e t t y gen-

e r a l l y throughout the world. 

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



- 4 - X-3700 r- '** r r . 4v 

We want on a j oy - r i de soon a f t e r the Armist ice . The sudden 

termination of the war in November, 1918, brought an immense r e l i e f to 

a l l of u s . We had been tense , we had been nerved up to a t e r r i f i c endeavor, 

the most he ro ic tha t people had ever been ca l l ed upon to make in the 

publ ic b e h a l f . Suddenly, in the midst of t h i s , came r e l i e f . All ws had been 

told to do in the way of saving and s e l f - d e n i a l suddenly seemed to have 

l o s t i t s meaning* Our pent-up emotions suddenly begot an orgy of r e c k l e s s -

ness and extravagance. People began to buy l e f t and r i g h t , o u t of proport ion 

to t h e i r means, in an endeavor to keep up with those who had become, by 

reason of the for tunes of war, the r e c i p i e n t s of more than t h e i r ordinary 

incomes. Business , i t seemed, had never been so "good". In a word, there 

followed close upon the Armistice a s t a t e of i n f l a t e d expecta t ion as to 

the f u t u r e of bus ines s . P r ices were r i s i n g . Speculation f l o u r i s h e d . 

Everything looked good. 

But in 1920 people began to doubt whether things could continue 

t h i s way; they began to h e s i t a t e . In b r i e f , t h e i r expecta t ions began to 

d e f l a t e . I t was they who d e f l a t e d themselves in the process of ge t t i ng 

themselves in to s saner and more normal a t t i t u d e as to the f u t u r e of b u s i -

ness in the country and the course of our fo r e ign t rade . So f a r as the 

Federal Reserve System was concerned, d e f l a t i o n never formed any p a r t 

of i t s purpose* I t want on expanding c r ed i t and currency throughout the 

l a r g e r p a r t of the year 1920. I t was not u n t i l crops were ha rves t ed , or 

u n t i l a f t e r the middle of October, t h a t the volume of loans and discounts 

ca r r ied by Federal Reserve Banks showed any diminut ion. The great 

diminution has come' with the year 1921 and has been a n a t u r a l r e s u l t of 

the economic r e a c t i o n , i n t e n s i f i e d by reason of the f a c t t h a t there 
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was a general l e t dpwn of indus t ry and connierce throughout the 

whole world as well as throughout our whole country . 

Esserve bank r a t e s have had nothing to do with producing t h i s 

react ion* In the winter of 1919-1920, and l a t e r when the f u r t h e r advance 

of r a t e was made in June, 1920, i t did something to check the expansion 

vfoich had been going on. I t helped to r e t a r d the process and to prevent the 

eventual r e a c t i o n from degenerat ing in to a v i o l e n t c o l l a p s e . 3y moderating 

and s teadying the reac t ion i t helped to make the. i n e v i t a b l e readjustment 

order ly by corapairson with what i t otherwise might, and probably would, 

have been* 

What does readjustment mean? I t means t h a t when values and p r i c e s 

and volumes of production have gotten out of t h e i r n a t u r a l r e l a t i o n s h i p s 

they have somehow or other got to be brought back before t he r e can be a 

s a f e and s t a b l e ba s i s f o r bus iness a c t i v i t y . Ordinar i ly i n the pas t when 

we have had. a v i o l e n t a l t e r a t i o n of the course of indus t ry the thing has 

culminated i n a t e r r i f i c panic and a s h o r t , sudden, and u n i v e r s a l c o l l a p s e . 

There are people who argue t h a t on the whole the un ive r sa l sudden co l lapse 

tha t comes with panic i s p r e f e r a b l e to the slow and moderated processes 

we have had dur ing the l a s t e igh t or ten months under the in f luence of 

the Federal Reserve System. They be l ieve i t i s b e t t e r to have a shor t 

and abrupt descent and be over with i t and have everybody on the same 

l eve l about the sane t ime. What we have had in f a c t under the slow and 

r e l a t i v e l y o rder ly readjustment during the l a s t e ight or t en months has 

been in the na ture of a staggered process . The readjustment and 

l i q u i d a t i o n have been uneven i n t h e i r incidence, as between d i f f e r e n t 

l i ne s of industry and as between d i f f e r e n t sec t ions of the country . 
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Prices have gone down u n i v e r s a l l y , but they have not gone down 

uniformly. The farmer has su f f e r ed the most, and even as amongst the 

farmers some have su f fe red more than o the r s , depending on the conditions 

a f f e c t i n g the markets f o r t h e i r p a r t i c u l a r s tap les* The cot ton p l an te r has 

been worse h i t than any other conparable group# He i s most dependent on 

the fore ign market* The l i v e stock man has been in a very bad s i t u a t i o n 

because h i s products a l so must f i n d a considerable market overseas« The 

r e s u l t i s tha t there has been extreme inequa l i ty in the readjustment pro-

cess « For the most pa r t the South, e spec ia l ly the Gulf co t ton s t a t e s , 

f e l t the heavy blow of the readjustment f i r s t , and on the whole most 

severely* 

Ord inar i ly in a hea l thy s t a t e of indust ry when th ings are in 

balance there i s a pa r a l l e l i sm between the p r i ce s of f i n i s h e d goods as they 

go in to use and the bas ic cost p r i ce s of the raw mate r i a l s t h a t go in to 

the manufacture of those goods. There i s a close correspondence between 

the p r i ces of muslin and ca l i co and of raw cot ton- There i s a correspon-

dence between v a r i a t i o n s of the p r i ce of boots and shoes and v a r i a t i o n s 

of the cost of h ides and l e a t h e r . There is a p a r a l l e l i s m between the 

s e l l i n g p r i c e s of a l l these good? and labor cost and f u e l cos t and t r a n s -

po r t a t ion cost* That p a r a l l e l i s m , however, does not e x i s t a t the 

present time, We have raw m a t e r i a l s , p a r t i c u l a r l y such raw mate r i a l s 

as grow on the top of the s o i l , as d i s t inguished from those taken from 

under the s o i l , down p r e t t y near to bad rock. We have some a l i t t l e 

below the 1913 l e v e l . Tut in many sect ions of the country there has 

been l i t t l e r e f l e c t i o n of the f a l l of raw mater ia l in the f i n i s h e d 

product p r i c e s • To i l l u s t r a t e the p o i n t , I o f f e r an ins tance 

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



•r 7 - X-3700 r - i 

though I do not o f f e r i t as typica l* We know too l i t t l e as a whole of 

the r e l a t i o n s h i p between r e t a i l p r i ces and p r i ce s of bas ic raw mate r ia l s 

in the United S ta tes a t the present time to make prec i se gene ra l i za t i on 

possible* But the instance I give you w i l l serve as a suggest ion of 

one of the th ings bother ing us a t the present time# Wheat has f a l l e n 

from the peak, 53 P e r cent ; f l o u r has f a l l e n 47 per cent* ^read has 

f a l l e n 10 per cent# This i nd i ca t e s a s t r i k i n g lack of correspondence 

between the movement of wholesale p r i ces and r e t a i l p r i c e s • 

Now, I .atn wel l aware tha t i t takes more than wheat or more than 

f l o u r to make bread* Bread ia a product of a p r e t t y h ighly organized 

manufacturing process* The manufacturer has h i s p lan t as wel l as h i s 

raw m a t e r i a l . He has h i s f u e l as well as h i s raw mater ia l b i l l - ^eyond 

tha t he has h i s pay r o l l , concerning which he could doubt less t e l l some 

very d i s t u r b i n g th ings . He a l so has to market h i s product* ^>ut when 

allowance i s made f o r a l l these f a c t o r s I do not think anyone can doubt 

tha t the d i s p a r i t y between s e l l i n g p r i c e and cost i s abnormal• A drop 

of 53 P e r cent in wheat and a drop of 40 per cent in f l o u r , as compared 

with 10 per cent in the case of the loaf of bread, i nd ica t e s t h a t some-

thing i s out of j o i n t - Before we can have anything l i k e a normal economic 

s i t u a t i o n the r e l a t i o n s h i p between the p r i ces or raw mate r i a l ana f i n i s h e d 

product mast be r e e s t a b l i s h e d . 

Wa cannot expect extensive downward rev i s ions in wages u n t i l 

we get considerable extensive downward rev i s ions in the r e t a i l s e l l i n g 

p r ices of those things t ha t make up the bulk of the ordinary workman1 s 

family consumption# 
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We have got to 6 e t tha p a r a l l e l i s m more completely r e s t o r e d 

"between the s e l l i n g p r i c e s of bas i c raw m a t e r i a l s and the f i n i s h e d 

consumable commodities "before we can f e e l t h a t wa are reasonably through 

with the readjus tment process and t h a t indus t ry and bus iness in t h i s 

country w i l l again move on a reasonably s teady k e e l . U n t i l t h a t i s 

accomplished, we s h a l l not be through wi th our economic d i f f i c u l t i e s * 

.uut we have a b e t t e r unders tanding of the na tu re of those d i f f i c u l t i e s , 

and we hava a b e t t e r unders tanding of what we have got to do to has t en 

the s o l u t i o n or e l imina t ion of some of those d i f f i c u l t i e s . 

I f I were to ven ture a s tatement as to what i s the most im-

por t an t immediate po in t upon which to concen t ra te a t t e n t i o n in the p ro-

cess of f u r t h e r i n g and h a s t e n i n g the readjus tment process I should say 

i t was the r e t a i l p r i c e s i t u a t i o n * 

The advice t h a t Mr. Hoover gave be fo re the United S t a t e s 

Chamber of Commerce a few weeks ago, when he advised people who were 

purchasers a t r e t a i l to shop around, was good advice* We need the r e -

t a i l p r i c e s i t u a t i o n to be brought in to c lose r touch with the wholesale 

p r i c e s i t u a t i o n , with the manufactur ing s i t u a t i o n and with b a s i c i n -

dus t ry cond i t ions be fore we can f e e l t ha t we have got r ead jus tmen t to a 

s a t i s f a c t o r y p o i n t . Everybody must share the common l o t * There must 

be no escape f o r any from the common l o t in times l i ke the p resen t* 

J u s t exac t ly as war makes no d i s c r imina t i on in the l i f e i t t a k e s , # 

values one man fs U f a no more than another*s; j u s t as each man gives 

h i s l i f e f r a e l y to tha common cause, so in a time l i k e t h i s we must a l l 

be prepared t o share tha common l o t if we expect a s o l u t i o n of our common 

d i f f i c u l t i e s # Peace no l e s s than war has i t s t r i a l s and v i c t o r i a s , and 
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i f we would show one-half of the concern, f o r our common i n t e r e s t s in 

peace t ha t we show in war, show one-half of the p a t r i o t i c r e so lve t o 

manful ly accept whatever the p re sen t s i t u a t i o n may r e q u i r e i n order 

t ha t i t s h a l l be corrected* we would expedi te t h i s bus iness pf p o s t -

war read jus tment very m a t e r i a l l y 4 3ut u n f o r t u n a t e l y the f o r c e s of 

ind iv idua l c u p i d i t y are apt to get the b e t t e r of our generous impulses 

in time of peace j u s t as in time of war there i s a s o r t of f o r g e t f u l -

ness of s e l f t h a t makes one almost cour t danger and welcome s a c r i f i c e * 

in order to j u s t i f y our f a i t h in ourse lves and prove our devot ion to 

country• 

The papers t h i s morning r epo r t tha t the United S t a t e s Rai l road 

Wage uioard i s about to hand down on the f i r s t of June i t s wage ad-

justment d e c i s i o n , That i s a mat ter of g rea t moment i n h e l p i n g improve-

ment of the e x i s t i n g s i t u a t i o n . I t i n d i c a t e s the de te rmina t ion of t h i s 

r espons ib le agency t o reduce wages as the cos t of l i v i n g i s reduced# We 

may expect t h a t they w i l l go on with t h i s work of wage ad jus tmen t , as 

the s e l l i n g p r i c e s of c l o t h i n g and f u e l and food f a l l f u r t h e r e d 

p a r t i c u l a r l y a r educ t ion of house r e n t s fo l low upon increased b u i l d i n g 

opera t ions* We may expect tha t the cos t of ope ra t ing the r a i l r o a d s so 

f a r as the wages b i l l i s concerned w i l l be reduced, and t h a t in due 

course the I n t e r s t a t e Commerce Commission or the r a i l r o a d s of t h e i r 

own motion w i l l reduce f r e i g h t r a t e s , thus e l i m i n a t i n g another of the 

o b s t r u c t i v e elements« The r a i l r o a d wage s i t u a t i o n i s i n t i m a t e l y i n t e r -

locked with the whole problem of post-war readjustment# 

The inc rease in r a i l r o a d r a t e s al lowed l a s t yea r , necessary as 
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-was in order to p r o t e c t the investment s t a t u s of the r a i l r o a d s and in 

order t h a t the roads might have some hope of a t t r a c t i n g the c a p i t a l 

necessa ry to s u s t a i n them, was n e v e r t h e l e s s so cons ide rab le as to work a 

very i n j u r i o u s i n t e r r u p t i o n of the n a t u r a l f low of commodities* We have 

g r e a t d i s t a n c e s t o cover between markets in the United S t a t e s ; the r a t e s 

on c e r t a i n t r a f f i c must n e c e s s a r i l y be very low i f goods a re to move. 

Presen t h igh r a t e s , i f p e r s i s t e d in , would b r ing to pass some very d i s -

a s t r o u s r e s u l t s , and here and t h e r e some v i o l e n t l y u n f a i r r e s u l t s in 

breaking up e s t a b l i s h e d markets and i n d u s t r i a l a l ignments# 

I was t a l k i n g wi th a manufacturer from the f a r West a few 

weeks ago* I asked him "What i s the r a i l r o a d s i t u a t i o n doing to 

you?" He r e p l i e d t h a t i t was one of the g r e a t e s t t h ings t h a t had 

ever happened to h i s sec t ion* I t was l i k e a grea t wal l of p r o t e c -

t i on to l o c a l i n d u s t r y , he s a i d . He went on t o say t h a t in h i s 

p a r t i c u l a r l i n e of bus iness the re had never been as much a c t i v i t y -

i t was h igher than in 1920« The e a s t e r n manufacturer could no t 

ge t i n t o h i s markets because of h igh f r e i g h t r a t e s . While t h a t happen-

ed to be a s a t i s f a c t o r y s i t u a t i o n f o r t h i s p a r t i c u l a r manufac tu re r , 

thus p r o t e c t e d by ra i lway r a t e s , i t was not a comfor t ing c o n d i t i o n 

f o r the manufac turer in Chicago or St* Louis or Kansas Ci ty who 

was thus excluded from access to a customary market» I t does 

no t make f o r a h e a l t h y economic s i t u a t i o n , e i t h e r , c o n s i d e r i n g 

the country as a whole* 

I would not l eave you, however, with the impress ion t h a t the 

completion of the r ead jus tmen t p rocess i n t h i s country i s merely a 

domestic m a t t e r . Even i f we get the r e t a i l p r i c e s i t u a t i o n more 
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completely recons t ruc ted , and wages adjus ted on p a r a l l e l l i n e s , even i f 

we get r a i l r o a d r a t e s s a t i s f a c t o r i l y revised downward, and even if the 

reserve r a t e s of. discount should be grea t ly lowered, we should s t i l l not 

be out of the woods* The fore ign trade s i t u a t i o n would be l e f t as the 

f l y in the ointment- 1 

In 1920 ten commodities, mostly products of the s o i l , cotton 

leading the l i s t with wheat fol lowing second, cons t i tu ted 44 per cent of 

the export va lues from the United S t a t e s . When we have ten commodities 

c o n s t i t u t i n g c lose to one ha l f of the goods we send overseas , and most of 

them the products of the farm, i t i s obvious tha t a shrinkage in the 

demand f o r those products must have a very ser ious e f f e c t upon the pos i t i on 

of everybody in the a g r i c u l t u r a l sect ions and a l so upon manufacturing i n -

d u s t r i e s in non -ag r i cu l tu ra l sec t ions which depend fo r a large p a r t of 

t h e i r domestic market upon the buying power of the farmer* That so r t of 

derangement works back, and t h i s i s what a c tua l l y has been taking place 

in the l a s t s i x or e igh t months* Europe i s poor, Europe i s not able to 

ea t and d res s and l i v e as usua l • Europe has not the buying power and 

cannot borrow* People there are consequently not ea t ing as they ought f o r 

t h e i r own good, as well as f o r the good of the American farmer who has 

grown l i v e s tock to be eaten in Europe or who has grown c o t t o n to be worn 

a f t e r i t i s manufactured, in Europe* 

I t i s a curious phenomenon, but i t i s a f a c t tha t has been 

demonstrated over and over aga in , tha t even where a commodity i s consumed 

perhaps as much as 90 per cent a t home» and only ten per cent abroad, i f 

the market f o r t h a t ten per cent i s destroyed or se r ious ly c u r t a i l e d i t 

w i l l break the p r i ce fo r the 90 per cent tha t i s consumed a t home. When 
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you have a commodity l i k e cu t ton , that must f i n d i t s p r i n c i p a l market 

abroad, you can r ead i ly understand that the cessa t ion of European buying 

or the ser ious diminution of European buying is sure to work havoc not 

only as regards the cotton p l an t e r but as regards everybody anywhere e lse 

who i s dependent on the cotton p lan te r as h i s customer. 

Wa have had a shrinkage of 53 P e r cent in our expor ts in the 

course of the l a s t year . The amazing th ing to me i s tha t such a shrinkage 

has not worked an even more v i o l e n t e f f e c t upon our domestic s i t u a t i o n . 

That shrinkage, i t should be added, i s of course a shrinkage in va lue , not 

a shrinkage in volume. Pr ices have gone down, so tha t the same ba le of 

cot ton as would have taken a higher value a year ago, or the same bushel 

of wheat, now takes a lower va lue , The percentage f i gu re of shrinkage by 

va lue , t h e r e f o r e , in a c e r t a i n sense gives an exaggerated impression of 

what has happened. Estimates of what the shrinkage of phys ica l volume has 

been since the r eac t ion se t in a year ago ind ica te t ha t i t i s about )0 per 

cen t . That i s to say, we are sending about J>0 per cent l e s s goods out of 

the country in po in t of physica l volume,--measured by cargo capac i ty , e t c . , 

'—than a year ago. In other words, we are j u s t about back where we were 

i n 1913* We a r e shipping about the same volume of commodities to fo re ign 

markets as we did i n 1913> i f anything a l i t t l e b i t l e s s , with the tendency 

s t i l l downward according to the l a t e s t i n d i c a t i o n s . And t h i s i s making a 

very troublesome f a c t o r in our economic s i t u a t i o n . 

Since 1913 t h i s country has grown a good dea l . The census t e l l s 

us t ha t we have grown in populat ion to about 106,000,OCX). But we have a l so 

grown in our product ive power, i n our a b i l i t y to ship more vtfieat, more c o m , 

more copper, i r o n and s t e e l and bacon and cot ton and so on. Yet Europe i s 
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not now i n a p o s i t i o n to take as much of these as in 1913* I t i s ev iden t , 

t h e r e f o r e , why the markets f o r c e r t a i n commodities a re g l u t t e d in t h i s 

country* Under the s t r a i n something has got to give way. Something would 

have to give way even under more normal conditions«• Where cond i t ions a re 

as abnormal as now, and where everybody i s in a mora or l e s s apprehensive 

frame of mind, the e f f e c t of accumulated supp l ies of b a s i c s t a p l e s in 

breaking p r i c e s i s of course much g rea te r* The r e s u l t i s t h a t c e r t a i n of 

our i n d u s t r i e s have been so thoroughly r ead jus t ed t h a t t h e i r p r i c e s are 

r e a l l y below normal* Their p r i c e s are below what p r i c e s were in 1913 

b e f o r e the war broke upon the world# Un t i l these p r i c e s , by coming up, 

meet c e r t a i n o ther p r i c e s which have s t i l l to come down, the p a r a l l e l i s m of 

p r i c e s w i l l not have been r e e s t a b l i s h e d and we s h a l l not have a good 

condi t ion* I t i s my opinion t h a t we s h a l l not have a good cond i t i on u n t i l 

Europe i s once more ab le to come in to the American market as a f a i r l y 

normal buyer• We have a domestic economic s i t u a t i o n i n which the f o r e i g n 

f a c t o r cannot be neg lec ted f o r a moment by anyone who wants to get a l i n e 

on what we ought to do i f we are to f i n d a c o r r e c t i o n of i t # 

In t h i s connect ion, I want to c a l l your a t t e n t i o n to a phenomenon 

t h a t has been very s t r i k i n g and to xry mind of a larming s i g n i f i c a n c e s ince 

the f i r s t of the year* I have in mind the tremendous f lood of gold t h a t has 

come to our shores from Europe * 

When t h i s movement f i r s t se t in l a s t autumn, there was a d i s -
4 

p o s i t i o n on the p a r t of some of the f i n a n c i a l j o u r n a l s to take s a t i s f a c t i o n 

and pr ide in i t * They c a l l e d a t t e n t i o n to the f a c t t ha t we were the grea t 

c r e d i t o r na t ion of the world, t h a t we were on a gold b a s i s , arid t h a t gold 

was coming he re f o r these reasons* I t i s t rue t h a t gold i s coming h#re 
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because we a re t h e g r e a t c r e d i t o r n a t i o n of the world* But i t i s wel l no t 

t o over look t h a t wherever t h e r e i s a c r e d i t o r t h e r e i s - a l s o a debtor* and 

t h a t on the ave rage the p r o s p e r i t y of the c r e d i t o r depends a good dea l upon 

the p r o s p e r i t y of t h e d e b t o r . A poor and d i s t r e s s e d d e b t o r i s not a ve ry 

good a s s e t f o r a c r e d i t o r who wants to be p rosperous i n the l o n g run* 

This g r e a t i n f l u x of gold t h a t has been coming to us i s evidence 

n o t of the r i c h e s of Europe but of the n e c e s s i t y of t h e s i t u a t i o n i n which 

Europe f i n d s i t s e l f . The gold which t h e c o u n t r i e s of Europe a r e sending us 

England^ F r a n c e , Sweden and the o t h e r s - i s a measure of t h e i r need* I t i s 

t he measure of t h e i r need , f i r s t , and second the measure of t h e i r d e t e r m i n -

a t i o n to show t h e i r good f a i t h by going the l i m i t in s eek ing t o e s t a b l i s h or 

m a i n t a i n t h e i r c r e d i t i n t he American market* They a re s end ing gold h e r e 

p a r t l y i n s e t t l e m e n t of o b l i g a t i o n s a l r e a d y c o n t r a c t e d and p a r t l y i n o rder 

to c r e a t e exchange to t a k e c a r e of t h e i r c u r r e n t purchases of t h i n g s which 

a r e a b s o l u t e l y n e c e s s a r y t o the f u n c t i o n i n g of t h e i r i n d u s t r i e s , and f i n a l l y 

to keep t h e i r f o r e i g n exchanges from g e t t i n g f u r t h e r demora l i zed - This 

g o l d movement, i n b r i e f , shows a d i s p o s i t i o n on t h e i r p a r t t o do t h e i r p a r t 

as d e b t o r s and as b u s i n e s s men who a re long v i s i o n e d and have g r e a t r e s p e c t 

f o r the u p b u i l d i n g of t h e i r c r e d i t to a h i g h l e v e l i n the American market* 

We do n o t want t h i s g o l d , we do no t need i t # We have got more gold 

now than we n e e d . So ha s A r g e n t i n e , so h a s J a p a n . Russ ia i s p r a c t i c a l l y 

s t r i p p e d of h e r g o l d . A c o n s i d e r a b l e p a r t of the gold we a r e g e t t i n g i s 

undoubted ly of Russ ian o r i g i n . I f not i t s e l f Russ ian gold> i t i s gold f rom 

European c o u n t r i e s such as France or Sweden which r e p l a c e the gold they send 

u s wi th Russ ian gold* The r e s t i s mainly t he new gold t h a t comes to the 
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London markst from the South A f r i c a n mines and i s "bought i n London f o r 

American account because the d o l l a r i s c o n s t a n t l y a t a premium* There i s 

no b e t t e r use t h a t the man who has South A f r i c a n go!4 i n London can put i t 

to than to s e l l i t t o New York f o r d o l l a r s * 

P r a c t i c a l l y a l l of t h i s gold has accumulated in the hands of the 

Federa l Reserve Banks. The Federa l Reserve System has added in the course 

of the l a s t twelve months about $425,OuG,000 to i t s gold r e s e r v e . Since the 

f i r s t of t h i s year when the f l o o d - t i d e of the movement s e t i n , we have 

added to our r e s e r v e ho ld ings about $340,000,000* These huge access ions 

have n a t u r a l l y had apronounced e f f e c t i n r a i s i n g the r e s e r v e r a t i o of the 

Federa l Reserve Tanks, p a r t i c u l a r l y as l i q u i d a t i o n was going on a t a r ap id 

pace a t the same t ime. A year ago our r e s e r v e was 42 per c e n t ; today i t i s 

56 pe r cent* This i s a r i s e a t the r a t e of 33 P e r cent in the course of a 

year* The r e s e r v e r a t i o has r i s e n to the ex tent of a t l e a s t one-ha l f 

because of the g r e a t i n f l u x of gold i n to the Federa l Reserve ^anks* The 

r e s t of the r i s e i s due to l i q u i d a t i o n * We have reduced our no t e c i r c u l a t i o n 

i n the p a s t year something l i k e $275*000,000. We have reduced our loans 

and d i scoun t s by an amount something l i k e $850,000,000* So we have had two 

major i n f l u e n c e s t h a t exp la in the change in the r a t i o of the r e s e r v e system* 

( l ) inc rease in the gold r e s e r v e s and (2) d iminut ion in no te l i a b i l i t i e s . 

The d iminut ion of the note l i a b i l i t i e s i s l a r g e l y the r e s u l t of the ex-

t i n c t i o n of o b l i g a t i o n s owed by member banks t o Federal Reserve -oanks, and 

i s r e f l e c t e d in the marked d e c l i n e of the loans and d i s c o u n t s of the Federa l 

Reserve Banks. But i t i s the f o r e i g n gold t h a t has made much of t h i s re-, 

duc t ion p o s s i b l e . 

When a customer coun t ry i s so s i t u a t e d t h a t i t can buy only a s i t 
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pays in gold i t i s reasonably c e r t a i n t o expect t h a t t h a t coun t ry i s going 

to buy j u s t as l i t t l e as p o s s i b l e and t h a t i t s buying i s going to d imin i sh 

u n t i l c o n d i t i o n s change. So f a r from i t s ueir.g a c o n d i t i o n in which we 

should take s a t i s f a c t i o n , — t h i s g r ea t s tream of gold t h a t i s f lowing to us 

from Europe, — r a t h e r should i t g ive us occas ion to take p r e t t y s e r i o u s 

thought of what i s implied in i t * We cannot "xpect to s e l l much to Europe 

i f we are going t o s e l l only f o r caoh, f o r gold .Nor w i l l i t be of very 

much use to u s to ge t more gold u n l e s s we know how to use i t . We have 

more gold than we need now. Too much gold i s almost as s e r i o u s an e v i l 

a s too l i t t l e g o l d . We may f i n d t h a t as our l e i e r a l Reserve r a t i o keeps 

r i s i n g wi th a d d i t i o n s of new gold , the r i s e may s e t i n o p e r a t i o n b e f o r e 

we see the end of i t some very u n d e s i r a b l e movements. A h igh gold r e s e r v e 

does not n e c e s s a r i l y make f o r economic h e a l t h . I t does , however. make i t 

p o s s i b l e f o r u s , i f we know how to go about i t and i f we have the v i s i o n 

and purpose , to develop a system of f o r e i g n t - a d e f i n a n c i n g in a i d of 

Europe, through the agency of our banks with the a s s i s t a n c e of the Federa l 

Beserve Banks. 

The l a s t few months have made i t so c l e a r t h a t t h e r e i s no 

doubt ing t h a t our economic recovery i s dependent upon the economic 

r e s t o r a t i o n of Europe. We might a s we l l give up a s an i d l e day dream the 

thought t h a t we can get o u t , a l t o g e t h e r and s a f e l y o u t , of our p r e s e n t 

economic d i f f i c u l t i e s , except as Europe works back toward a more h e a l t h y and 

normal c o n d i t i o n . E i t h e r we have got t o r e c o n s t r u c t our whole i n t e r n a l 

economic o r g a n i z a t i o n , — we have got to grow l e s s c o t t o n , we have got to 

grow l e s s corn and wheat , we have got t o grow l e s s l i v e s t o c k , e t c . , and 

f i n d o t h e r uses f o r the r e s o u r c e s and people now employed i n a g r i c u l t u r e — 
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( t h e s e t h ings a r e e a s i l y s a i d but they are cLonf with extreme d i f f i c u l t y and 

i t t akes a long time to do t h e m l ) o r e l s e we have got to h e l p to r e s t o r e 

the buying power, and tha t means r e s t o r e the producing power, of the 

c r i p p l e d peoples of Europe» That means, as the f i r s t s t e p , t h a t we have got 

t o devise ways and means of f i n a n c i n g the export of our su rp lu s . farm 

produc t s and some of our su rp lu s mineral products t o Europe on c r e d i t * 

Under the ausp ices of the Federa l Reserve Board, Congress enacted 

a law known as t h e Edge Act because i t was f a t h e r e d by a member of the 

Senate v$io i s v i t a l l y i n t e r e s t e d in what can be done by Federa l l e g i s l a t i o n 

t o open a way to coopera t ive banking e f f o r t in t h i s country to f i n a n c e 

exports# Something has been accomplished under t h a t , but thus f a r too 

l i t t l e * Consider ing our vaunted s p i r i t of e n t e r p r i s e , our vaun ted s p i r i t 

of adventure , t he r e has been, I t h i n k , a s i n g u l a r apathy i n the l a s t year 

a*id a ha l f wi th r e spec t to the need of f i n d i n g or deve lop ing ways and means 

by which we can s a f e l y hook up wi th Europe i n a commercial way. The gap or 

r i f t t h a t e x i s t s in the i n t e r n a t i o n a l economic s t r u c t u r e i n v o l v i n g Europe 

and the United S t a t e s must be b r idged through the medium of adequate and 

p r o t e c t e d c r e d i t s . That i s an u r g e n t problem of concern t o every s e c t i o n 

of the country* I t can be s o l v e d , but i t s t i l l awa i t s s o l u t i o n and n a t i o n a l 

economic recovery wa i t s on t h a t s o l u t i o n . 

I am no t h e r e to p r e s e n t any s p e c i f i c p r o j e c t s . I do not regard 

t h i s as an a p p r o p r i a t e , occas ion f o r t h a t purpose , I am he re t o t r y to i n -

duce in you, and to get you t o induce in o the r s wi th whom you come i n 

c o n t a c t , an a t t i t u d e of mind th&t w i l l be h o s p i t a b l e toward the develop-

ment and promotion of well—considered p r o j e c t s f o r the f i n a n c i n g of our 
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export t rade to Europe and other countries,—• Taut to Europe p r imar i ly ,— as 

they may be presented . 

Let me t e l l you, simply as an example of the i n t e r e s t of the 

Federal Reserve Board in t h i s matter of he lp ing the f inanc ing of our ex-

po r t t r ade , t h a t the Board recen t ly issued a r u l i n g au tho r i z ing the Federal 

Be serve Banks in t h e i r open market operations to buy bankers ' acceptances 

of a matur i ty of s ix months. This s tep would not have been taken except 

under the pressure of a p r e t t y r e a l s i t u a t i o n . In normal t imes reserve 

banks should r e s t r i c t themselves to short ma tu r i t i e s - not exceeding 90 $iays. 

That i s a good p r inc ip l e f o r normal t imes. But these a re not normal t imes. 

There are some things tha t a re now more important than p r o t e c t i n g the 

t echn ica l l i q u i d i t y of the Federal Reserve Banks. We recognize tha t our 

f i r s t r e s p o n s i b i l i t y i s to he lp business carry on and r ev ive , to he lp 

business in every way as wisely as we know how. One th ing I can say in 

t h i s connection i s to pledge tha t the Federal Reserve Board, as long as i t 

i s of i t s p re sen t frame of mind, w i l l always t e s t c r ed i t by what c r ed i t 

i s doing to h e l p the production and d i s t r i b u t i o n of goods, to he lp the 

movemsnt of goods from the farm to the f ac to ry and from the mine to the 

foundry and from fac to ry and foundry in to the markets of consumption, 

whether those markets be here or abroad. Recognizing t h a t a t the present 

i t i s the fo re ign market t ha t p a r t i c u l a r l y needs the a s s i s t ance of new 

f i n a n c i a l machinery, we have r ecen t ly taken, t h i s s t ep by which the exporter 

in t h i s country i s f r e e to go to arrange an acceptance c r e d i t , and have s ix 

months b i l l s drawn with the knowledge tha t they can be taken to a Federal 

Reserve Bank and tha t the Federal Reserve Bank i s authorized to purchase 

them. More than t h i s , the Federal Reserve Banks have the resources to make 
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investments in such b i l l s to l a r g e amounts. 

This may nqt appear to "be a vary s t r i k i n g c o n t r i b u t i o n to our 

export f i n a n c i n g problem- I t h i n k i t a very important s t e p , and one bound, 

to y i e l d r e s u l t s if expor t e r s and bankers know how to a v a i l themselves of 

i t . At any r a t e , i t r e p r e s e n t s a l l tha t the Federal Reserve Board under 

the s t a t u t e can do - We have shown our d i s p o s i t i o n to go to the l i m i t p e r -

mi t t ed by the law. 

In conc lus ion , l e t me express my ind iv idua l b e l i e f t h a t gloomy as 

the s i t u a t i o n of the world looks a t the moment, i t i s f a r b a t t e r than i t • 

locks - Things a re mending. That ought to give us s p i r i t and confidence f o r 

the f u t u r e . Ths one th ing I would urge a t t h i s time i s t h a t every bus iness 

man should main ta in be l i e f - in h i s country and i t s f u t u r e and b e l i e f - in him-

s e l f ; but a l s o , beyond t h a t , b e l i e f i n £he world. Do not imagine f o r a 

moment t h a t the bottom has dropped out of c i v i l i z a t i o n . Do not imagine 

f o r a moment t h a t t he people of Francs or Germany or I t a l y or England a r e 

s s s e n t i a l l y d i f f e r e n t from u s . If we have common sense l e t us a l s o c r e d i t 

them with common sense . If we have f a i t h in our own i n t e g r i t y , l e t us have 

f a i t h in t h e i r i n t e g r i t y . I f we have f a i t h in our de t e rmina t ion and a b i l i t y 

to meet our problems, l e t us have f a i t h i n t h e i r de t e rmina t ion and a b i l i t y 

to meet t h e i r problems- I t i s only as we d i s t r u s t each o ther as na t ions 

t h a t we h&ve reason to be apprehens ive of the f u t u r e -

When I r e f l e c t upon what has taken p lace in the l a s t seven years 

the amazing t h i n g to me i s t h a t the world i s going forward as r a p i d l y a s 

i t i s . 7ilhen the whole s t r u c t u r e of c i v i l i z a t i o n has g o t t e n such a j o l t as 

i t got by the war i t t akes some time to gat t h i n g s i n t o working o r d e r . But 

every day t h a t pa s se s i s a day f u r t h e r away from t h i s c o n d i t i o n of t h i n g s 
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and a day nea r e r the a t t a inment of a vorking b a s i s . What we want a t t h i s 

time i s t o have an a t t i t u d e and to he lp c u l t i v a t e an a t t i t u d e of conf idence 

in o u r s e l v e s , confidence in our f u t u r e and conf idence in the a b i l i t y of the 

n a t i o n s of Europe gradua l ly to resume t h e i r normal r e l a t i o n s h i p with us 

and the r e s t of the world . C i v i l i z a t i o n i s going on* I t i s merely a 

ques t ion of whether with our a i d the recovery w i l l be r a p i d or whether 

without i t i t w i l l have to be slow, With f a i t h we can do a l l . F a i t h i s 

the founda t ion of c r e d i t * Cred i t i s the founda t ion of b u s i n e s s , and j u s t 

a t t h i s j unc tu re i t i s p a r t i c u l a r l y what i s needed to g ive a f i l l i p t o our 

f o r e i g n t r a d e , wi thout whose recovery th ings a r e going to l i n g e r and d rag . 
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F E D E R A l R E S E R V E B O A R D . 

STATEMENT FOR THE PRESS. 

X-3703 

For r e l e a s e i n Af te rnoon P a p e r s , 
F r i d a y , A p r i l 27 , 1923* 

The f o l l o w i n g i s a summary of gene ra l b u s i n e s s 
and f i n a n c i a l c o n d i t i o n s throughout the s e v e r a l 
F e d e r a l Reserve D i s t r i c t s d u r i n g the month of 
A p r i l , as con ta ined in the fo r thcoming i s s u e 
of the F e d e r a l Reserve B u l l e t i n . 

F u r t h e r i n c r e a s e s in the p r o d u c t i o n of b a s i c commodit ies, 

i n who lesa l e p r i c e s , employment, wage r a t e s , and wholesa le and r e t a i l 

t r a d e , took p l ace in March. 

Produc t ion» - P roduc t ion i n b a s i c i n d u s t r i e s , a c c o r d i n g to t h e 

Fede ra l Reserve Board 1s index , i n c r e a s e d 4 per cent i n March t o a 

l e v e l g p e r c e n t h i g h e r than a t the 1920 peak and 67 per cent above 

the low p o i n t of 1921. The ou tpu t of p i g i r o n , s t e e l i n g o t s , a u t o -

mobi l e s , and crude pe t ro l eum, and the m i l l consumption of c o t t o n 

exceeded a l l p r e v i o u s l y r e p o r t e d monthly t o t a l s . B u i l d i n g o p e r a -

t i o n s showed a f u r t h e r l a r g e expansion and the v a l u e of c o n t r a c t s 

l e t f o r r e s i d e n c e s in March was the h i g h e s t on record* R a i l r o a d 

f r e i g h t shipments have been l a r g e r every week t h i s yea r than in the 

co r r e spond ing weeks of the p a s t f o u r y e a r s * Car s h o r t a g e has bwen 

reduced t o the lowes t p o i n t s i n c e September, c h i e f l y as the r e s u l t 

of the a d d i t i o n of new equipment , a dec rease in the number of bad 

order locomot ives and c a r s , and a concerted, e f f o r t t o i n c r e a s e 

the average l o a d i n g s . 

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



- 2 - x-370) 

Employment in the bu i ld ing t r ades and in many l i n e s of 

manufac tur ing continued to increase in the e a s t e r n S t a t e s . The 

su rp lus of u n s k i l l e d labor in the West r epor t ed in e a r l i e r months 

i s be ing g radua l ly absorbed by the seasonal inc rease in farm work* 

A number of l e ad ing t e x t i l e m i l l s , s t e e l m i l l s and packing p l a n t s 

announced genera l wage advances ranging between 11 and 12-1/2 per 

c en t , and numerous wage advances in o t h e r i n d u s t r i e s a l so were r e -

ported* 

Trade, - March s a l e s by department s t o r e s r e p o r t i n g t o Federa l 

Reserve Banks were 22 per cent above those of March a year ago, 

p a r t l y because E a s t e r purchases were made in March t h i s y e a r , where-

as l a s t year such purchases were l a r g e l y d e f e r r e d u n t i l A p r i l . Stocks 

of goods h e l d by department s t o r e s were 6 per cent l a r g e r than those 

held a year ago but t h i s inc rease was not as l a rge as the increase in 

s a l e s and hence the r a t e of s tock turnover has been somewhat more 

rapid» Sales by mail order houses were l a r g e r than f o r any month 

s ince November 1920, and par cent l a r g e r than in March 1922* 

Wholesale t r a d e in a l l r e p o r t i n g l i n e s was l a r g e r than in March a 

year ago. 

Wholesale p r i c e s . - Wholesale p r i c e s as measured by the Bureau 

of Labor S t a t i s t i c s index advanced 1*2 per cent du r ing March , and 

were 15 per cent above the low point of January 1922. As in rdcent 

months the p r i c e s of meta ls and b u i l d i n g m a t e r i a l s showed the g r e a t e s t 

i n c r e a s e s , whi le f u e l p r i c e s showed a f u r t h e r dec l ine*f rom r e c e n t 

h igh l e v e l s . Compared with a year ago, metals were 37 per cent and 
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b u i l d i n g m a t e r i a l s 23 pe r cen t h i g h e r . The cost of l i v i n g inc reased 

s l i g h t l y mora than 1 per cent dur ing March to a l e v e l of 3 P e r cent 

h igher than a year ago. 

Bank Crgd.it, - Durin t , the month p r i o r to Apr i l 11 a more moderate 

:,rcwth in the demand f o r c r ed i t from member banks in l e ad ing c i t i e s 

I ' s su l ted i n an increase of about ,000 ,OCO in t h e i r loans made l a r g e -

l y f o r commercial purposes , as compared with an i n c r e a s e of # 3 ^ , 0 0 0 , 0 0 0 

in the preced ing month* Through withdrawal of funds from investments 

and a f u r t h e r in f low of go ld , member banks have been ab le to meet de -

mands of t h e i r customers f o r increased c r e d i t ana currency independent-

ly of the Reserve Banks„ 

Consequently, the t o t a l volume of Federal Reserve Bank c r e d i t * 

measured by t o t a l ea rn ing a s s e t s has remained r e l a t i v e l y cons tant 

dur ing the p a s t month, and in f a c t s ince the seasonal l i q u i d a t i o n a t 

the tu rn of the yea r , The volume of Federal Reserve no tes in c i r c u -

l a t i o n has a l s o changed but l i t t l e as the l a r g e r demand f o r h a n d - t o -

hand money has been met c h i e f l y by an inc rease in o the r forms of money 

in c i r c u l a t i o n , 

" There has been l i t t l e change in money r a t e s from those 

p r e v a i l i n g in March. 
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X-3705 
For r e l e a s e i n Afternoon Papers , 
Monday, Apr i l 30, I923. 

CONDITION OF ACCEPTANCE MARKET 

MARCH 15 TO APRIL 1$, 1923. 

The acceptance market dur ing the per iod March 1$ to Apr i l 1$ was 

genera l ly d u l l and i n a c t i v e . A s l i g h t increase in the supply of b i l l s 

cha rac te r i zed the e a r l y weeks of the per iod under review, but t h i s was f o l -

lowed by a f a l l i n g off in the volume of new b i l l s in e a r l y April# The demand 

f o r b i l l s was slow dur ing March, but an improvement was noted in Apr i l t h a t 

was s u f f i c i e n t to absorb the o f f e r i n g s „ B i l l s of shor t m a t u r i t i e s , 3® to 90 

days, were genera l ly p r e f e r r e d and were absorbed r e a d i l y , while o thers moved 

more slowly* Banks were the p r i n c i p a l buyers of acceptances , but i nd iv idua l 

as well a s f o r e i g n inves to r s were in the market. 

Rates dur ing March ware f a i r l y s teady , but the increased supply of 

b i l l s toward the end of March r e s u l t e d in a s l i g h t advance in r a t e s from 

4 l / g to 4 l / 4 per cen t - Af t e r the beginning of A p r i l , however, a s l i g h t 

eas ing of money r e s u l t e d i n d e a l e r s r e t u r n i n g to a b id r a t e of 4 l / g per cent* 

The p r i n c i p a l commodities aga ins t which b i l l s were drawn were sugar , 

co t ton , g r a i n , and d o l l a r exchange in the eas t e rn d i s t r i c t s , but b i l l s drawn 

aga ins t canned f r u i t , a g r i c u l t u r a l implements, meats and p r o v i s i o n s , and o i l s 

were evident in some western d i s t r i c t s • 
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STATEMENT FOP THE PRESS 

For r e l e a s e in Morning Papers , 
Monday, Apr i l 30, i g ^ m 

The fo l lowing i s the Review of the Month a s 
conta ined in the fcrthco.ning i s cue of the 
Federa l Reserve Bullycin^ 

BUSINESS EXTENSION (rD.TKE RE5-R7Z BMJZS. Credi t developments dur ing the 

pa s t month have f u r t h e r emphasized the f a c t t ha t current bus ine s s expansion 

i s be ing f inanced independent ly of r e se rve bank c r e d i t . In t he se circumstance^, 

the weekly s ta tement of the r e se rve banks i s not i n d i c a t i v e of changes in 

c r e d i t condi t ions* Changes in r e s e r v e s , in earning a s s e t s , and in Federa l Re-

serve note c i r c u l a t i o n have been r e l a t i v e l y s l i g h t s ince l a s t summer and have 

not r e f l e c t e d the cons iderab le growth in bank c r e d i t * The r e s e r v e r a t i o , as 

was po in ted out l a s t month in a d i s cus s ion of t h e e f f e c t of gold imports on 

our c r e d i t s i t u a t i o n , has a t p resen t l i t t l e value as an i n d i c a t o r of c r e d i t 

movements. I t was t h e s e gold imports t h a t enabled member banks t o meet the in -

creased c r e d i t and currency demands of t h e i r customers wi thout ob ta in ing a 

corresponding amount of accommodation a t the r e s e r v e banks„ Thus, under imme-

d i a t e l y p r e v a i l i n g c o n d i t i o n s , i t i s the changes in member bank loans and 

investments r a t h e r than any item in the rese rve bank s ta tement t h a t roughly 

measure the r a t e of i nc rease in the use of bank c r e d i t . This r a t e of growth in 

bank c r e d i t , compared wi th the r a t e of expansion in p roduc t ion and t r a d e , 

a f f o r d s , in the absence of such a t e s t a s the r e se rve r a t i o which i s dependent 

upon f r e e gold movement, an important i n d i c a t o r of changes i n c r e d i t cond i t i ons , . 

The f a c t t h a t the r ecen t growth of c r e d i t has been accompanied by a f u r t h e r i n -

c rease i n the phys i ca l volume of p roduc t ion i s f a v o r a b l e evidence of the economic 

e f f e c t i v e n e s s of the c r e d i t i n u s e . 

Comparative s t a b i l i t y in the volume of r e se rve bank c r e d i t whi le member bank 
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c r e d i t i nc reased has c h a r a c t e r i z e d c r e d i t developments du r ing the p a s t 15 months. 

Sinoe tho middle of 1922, when renewed demand f o r c r e d i t was f i r s t r e f l e c t e d in 

l a r g e r commercial l o a n s , t o t a l loans a,nd investments of member "banks i n l ead ing 

c i t i e s have inc reased by $1*300,000,000, while ea rn ing a s s e t s of the Reserve 

Banks have inc reased by l e s s than $100,000,000* At the p r e s e n t time the t o t a l 

of member bank c r e d i t i s n e a r l y as l a r g e as in 1920 and the volume of goods be ing 

produced, and marketed exceeds the peak reached in t h a t y e a r , y e t the volume of 

reserve bazik c r e d i t i s $2,200,000,000 l e s s . 

PKEBENl GUHKENCY KEQPIES.HMTS» During the p a s t two months Federal Reserve note 

'on has dec l ined s l i g h t l y and the growing demand f o r cur rency has been 

met by an inc rease in o the r forms of money in c i r c u l a t i o n . In f a c t , the t o t a l 

y 'n c i r c u l a t i o n i s now $242,000,000 l a r g e r than a year ago, whi le Federal 

eserve no te s du r ing t h i s pe r iod have increased by only $52,000,000 and Federal 

. no tes have dec l i ned by $58,000,000. Gold and gold c e r t i f i c a t e s in 

n have inc reased by $127,000,000, s i l v e r and s i l v e r c e r t i f i c a t e s by 

^100,000,OX, Nat iona l Bank no tes by $11,000,000, and United S t a t e s n o t e s by 

$10,000,000. More than t h r e e - f i f t h s of the y e a r ' s i n c r e a s e in c i r c u l a t i o n oc-

d between February 1 and Apr i l 1 of t h i s y e a r . A p a r t of t h i s a d d i t i o n a l 

ency has been supp l i ed out of the cash r e se rves of the Reserve Banks, which 

l i n e d s l i g i t l y d u r i n g the p a s t two months. But , l i k e the a d d i t i o n a l demand 

' t , the r e c e n t demand f o r a d d i t i o n a l cur rency has been met wi thout sub-

s t a n t i a l i nc r ea se i n the use of Beserve Bank c r e d i t , 

While i n c r e a s e s i n o t h e r forms of money in c i r c u l a t i o n have l a r g e l y sup-

p l i e d the r e c e n t dernnd f o r more cur rency , the f a c t i s t h a t the p r e s e n t volume 

ncy i s much l e s s than in 1920, even though p roduc t ion , t r a d e , employment, 

and member-bank c r e d i t a r e now a t or near 1920 l e v e l s . On Apri l 1 , 1923, the 
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t o t a l volume of money in c i r c u l a t i o n was nea r ly $1,000,000,vOO l e s s than a t i t s 

peak i n November, 1920, and over $600,000,000 l e s s than on t he corresponding da te 

of 1920. Changes in the demand f o r hand-to-hand currency a r i s e c h i e f l y from 

the pocket-money and t i l l -money requirements of r e t a i l t r a d e , from p a y - r o l l needs , 

and from the h a b i t of accumulat ing and hold ing currency a s sav ings . The volume 

of r e t a i l t r a d e , t a k i n g the country as a whole, i s approximately the same now as 

t h i s season in 1920, though r e t a i l p r i c e s are lower . In c e r t a i n a g r i c u l t u r a l 

s e c t i o n s , however, where hand-to-hand currency i s l a r g e l y used and where busin 

recovery has been slow and incomplete, the volume of bus iness i s s t i l l m u c h below 

the 1920 l e v e l , and i t i s probable t h a t iti those sec t ions the re i s a smal ler 

demand fo r currency* There i s a l so a t p resen t a much reduced amount of currency 

held as savings . The ex ten t of such hold ings depends l e s s upon the cur ren t 

volume of employment than upon the dura t ion of the per iod of f u l l employment; in 

1920 such hold ings were doubt less a t a record f i g u r e , s ince f u l l - t i m e employment 

and high wages had continued f o r severa l y e a r s . During the subsequent per iod of 

s lack employment much of the currency he ld as savings was spen t , and the p resen t 

per iod of f u l l e r employment has not yet continued long enough to r e s u l t in 

s imi la r accumulat ion. 

Of the va r ious f l u c t u a t i n g demands f o r currency the p a y - r o l l requirement i s 

probably the most important because i t inc ludes the seasonal demand a t ha rves t 

time and because i t i n f luences o ther currency demands a r i s i n g from r e t a i l t rade 

and from sav ings . During recent years the range of f l u c t u a t i o n in pay r o l l and 

Federa l Reserve no te c i r c u l a t i o n has been s i m i l a r , though the changes in the 

volume of currency have lagged behind the changes i n pay ro l l * While the pay r o l l 

increased s ince the beginning of 1922, i t i s s t i l l much lower than a t the peak 

in 1920} This , taken toge ther with the lower l e v e l of r e t a i l p r i c e s , i s probably 
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the most important s i n g l e f a c t in accoun t ing f o r the sma l l e r volume of 

currency now in c i r c u l a t i o n . This l e s s e r demand f o r cu r r ency , t o g e t h e r wi th 

the gold impor ts which .have suppl ied member banks wi th a b a s i s f o r l o a n s 

wi thout a d d i t i o n a l borrowings from t h e Reserve Banks., accounts f o r the 

p r e s e n t reduced volume of Reserve Bank c r e d i t compared with 1920* 

I f the r e l a t i o n between pay r o l l and Federa l Reserve no tes which h e l d 

dur ing p rev ious y e a r s con t i nues , the r a p i d inc rease i n t he pay r o l l s i n c e 

the middle of 1922 w i l l soon r e s u l t i n a s u b s t a n t i a l i n c r e a s e i n demand f o r 

cur rency , and i n order to secure t h e a d d i t i o n a l cu r rency member banks w i l l 

seek accommodation a t the Reserve Banks* 

PRODUCTION AND CREDIT * The inc reased use of c r e d i t , which i s r e f l e c t e d in 

the l a r g e r loans and inves tments of member banks , bu t n o t in t h e e a r n i n g 

a s s e t s of Federa l Reserve Banks, has been p r i m a r i l y in response to t h e i n -

creased volume of product ion* Thus f a r bus iness expansion has been c h a r a c t e r -

ized by a r a p i d i n c r e a s e i n the output of b a s i c commodities* I n f a c t , t he 

growth i n . t h e p h y s i c a l volume of p roduc t ion s ince the middle of 1921 i n d i c a t e s 

a r a t e of i n d u s t r i a l r ecovery almost wi thout p a r a l l e l i n American b u s i n e s s * 

Within a year and a h a l f a f t e r recovery began the monthly output of 21 b a s i c 

commodities, as measured by the Federa l Reserve Board ' s index of p r o d u c t i o n , 

i nc reased over 67 per c e n t . The volume of goods produced and.consumed du r ing 

the f i r s t q u a r t e r of 1923 probab ly exceeds t h a t of any s i m i l a r p e r i o d in the 

h i s t o r y of t h e country# F u l l e r employment of equipment and of l a b o r has 

produced t h e a d d i t i o n a l income from which p r o f i t s and wages were r e a l i z e d * 

In f a c t , p r o f i t s , i n many l i n e s of i n d u s t r y have been dependent upon q u a n t i t y 

p r o d u c t i o n , the lower p roduc t ion cos t p e r u n i t more than o f f s e t t i n g t h e i n -

creased cos t of m a t e r i a l s . I t i s p a r t l y in consequence c?f l a r g e r ou tpu t 
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t h a t t h e p r i c e s of manufactured goods have net more f u l l y r e f l e c t e d the i n -

creases i n p r i c e s of raw m a t e r i a l s . Larger pay r o l l s a l s o u n t i l q u i t e 

r e c e n t l y have r e s u l t e d c h i e f l y from increased employment r a t h e r than from 

advances i n wage r a t e s . These inc reases in product ion and employment have 

thus f a r economical ly j u s t i f i e d the i n c r e a s e s in the t o t a l volume of bank 

c r e d i t s For c r e d i t ex t ens ion does not r e s u l t in overexpansion' so long as 

the a d d i t i o n a l c r e d i t y i e l d s p r o p o r t i o n a t e r e s u l t s i n the l a r g e r p roduc t ion 

and marke t ing of goods, 

CREDIT CONDITIONS, 1923 AHD 1920. The c u r r e n t volume of wholesale and r e t a i l 

t r a d e i n d i c a t e s t h a t t h e goods now be ing produced a r e moving s a t i s f a c t o r i l y 

in to t h e channels of d i s t r i b u t i o n . About 700 f i rms engaged in va r ious l i n e s 

of wholesale t r ade and r e p r e s e n t i n g p r a c t i c a l l y a l l s e c t i o n s of the country 

a r e now r e p o r t i n g t h e i r monthly s a l e s to the Federa l Reserve Banks# Since 

the opening of the year the t o t a l volume of s a l e s by t h e s e concerns has been 

about IS pe r cent l a r g e r than du r ing t h e corresponding pe r iod a yea r ago. 

In r e t a i l t r a d e the s a l e s of 30b department s t o r e s l o c a t e d in 100 c i t i e s 

throughout the count ry have a l s o exceeded the s a l e s of l a s t year by 15 p e r 

c e n t . In March, 1923. s a l e s of these s t o r e s were above the l e v e l of March, 

1920, i n s p i t e of the lower r e t a i l p r i c e s now p r e v a i l i n g . Depar tment - s to re 

s a l e s a r e a t p r e sen t r e l a t i v e l y h i g h e r i n t h e . i n d u s t r i a l d i s t r i c t s of the Eas t 

than i n t h e a g r i c u l t u r a l s e c t i o n s of the Souta and West® The volume of 

merchandise buying in r u r a l d i s t r i c t s i s f u r t h e r i n d i c a t e d by the . s a l e s of 

ma i l - o rde r houses , which du r ing recent months have been approximately 37 per 

cent above the s a l e s of a year ago, though the p r e s e n t d o l l a r volume of t h e i r 

buying i s s t i l l much below the l e v e l of 1920. 

The e x t e n t to which va r ious s e c t i o n s of the count ry have shared i n the 
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current/, growth of bus iness and. c r e d i t may be shown in a general way by the 

changes in the volume of check payments and of member bank c r e d i t . For t h i s 

purpose a comparison i s made of the t o t a l volume of bank deb i t s dur ing the 

f i r s t q u a r t e r of 1923 wi th the corresponding per iod in 1920, and a comparison 

of the t o t a l loans and investments of member banks a t the end of the year 

1922 with s i m i l a r f i g u r e s f o r November, 1920. This comparison i n the form 

of pe rcen tages , wi th ly20 f i g u r e s taken as 100, i s shown below by Federal 

Reserve D i s t r i c t s . 

Mem-
Check ber 

Federal Reserve pay- bank 
D i s t r i c t ments . c r e d i t 

Per Pa-
cen t . cen t . 

Boston IO9.5 lO^.O 
New York 99*6 99-2 
P h i l a d e l p h i a . . . 100.6 101.4 
C l e v e l a n d . . . . . . 97*8 105.4 
Richmond.- . . . . . . 8 5 .6 96.4 
A t l a n t a . . . . . . . . SO.9 . 90»7 
Chicago . 94.6 95.9 

Mem-
Check ber 

Federal He serve pay- bank 
D i b t r i c t ments . c r e d i t . 

Per Par 
c e n t . c e n t . 

96.9 105.0 
88.2 90-5 

Kansas Ci ty ' 81.6 87-5 
1 aj. 1 a u . . . . . . . . . . 87-8 84 .6 
San F ranc i s co . . . • ,... 1 0 1 . 9 104.0 

System.v. 97.51 98.6 

r Both in volume of bus iness and in bank c r ed i t the more recent f i g u r e s , 

taking the country as a whole, show but a s l i g h t reduc t ion compared with 1920. 

ihen (considered by rese rve d i s t r i c t s t he re i s a c lose correspondence in the 

changes s ince 1920 i n c r e d i t and in bus iness volume. With but few excep t ions , 

bus iness a c t i v i t y i n the i n d u s t r i a l Eas t and on the P a c i f i c coast e i t h e r ap-

proximates or 'exceeds t h a t of 1920 and has been accompanied by corresponding 

increases in c r e d i t ; I n marked c o n t r a s t a r e cond i t ions in t he South and 

Middle West, where both bus iness volume and bank c r e d i t a r e cons iderab ly below 

•the 1920 l e v e l . 

This reg iona l comparison emphasizes the f a c t t h a t , whi le the t o t a l volume 
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of bus iness and bank c r e d i t i s nea r ly a s l a rge as in 1920, there are im-

por t an t d i f f e r e n c e s between the s i t u a t i o n at. that time and now. In 1$20 

c r e d i t expansion way more pronounced in a g r i c u l t u r a l than in i n d u s t r i a l 

communities, while a t the p r e s e n t time i t i s ir. the l a r g e c i t i e s t h a t the 

volume of c r e d i t i s r e l a t i v e l y l a r g e r . Thus the Reserve Banks in the South 

and West in meeting the demands of t h e i r member banks in 1920 were obl iged 

to red i scount l a r g e amounts with the banks in the i n d u s t r i a l s e c t i o n s , 

while a t p resen t there are no interbank red iscounts and no Federal Eeserve 

Bank approaches the l i m i t of i t s l ending capac i ty . 

The l e s s e r dependence of the member barks upon the Beserve 

Banks i s r e f l e c t e d i n the much smaller t o t a l volume of Reserve Bank 

earning a s s e t s and in the smaller p ropor t ion which paper d iscounted 

for . member banks c o n s t i t u t e s of t ha t t o t a l . On October 15, 1920, of 

the t o t a l earn ing a s se t s he ld by Eeserve Banks, d i scoun ts f o r member 

banks c o n s t i t u t e d g l per c e n t , while on April 11, 1923» the p e r -

centage was 55» and in the middle of 1922, when d i scoun t s were a t low 

ebb, the percentage was as low as 35 per c en t . 
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OPEF-#R"ET POLICY Total earn ing a s s e t s of the 12 Federa l 

Reserve Banks combined measure the volume of r e se rve bant, c r e d i t 

made a v a i l a b l e and a r e cont inuously in process of ad jus tmen t t o the 

demand f o r such c r e d i t . I t i s t h i s t o t a l r a t h e r than any s i n g l e 

c l a s s of a s s e t s which i n d i c a t e s a t a. given time the ex ten t to which 

r e se rve bank c r e d i t i s being u t i l i z e d as a b a s i s of member bank 

c r e d i t and as a source of cur rency. The r e l a t i o n s h i p between the 

open-market opera t ions of the Federal Reserve Banks and t h e demand 

f o r d iscount accommodation on the p a r t of the members has been 

brought out c l e a r l y by the experience of 1Q22 and the f i r s t q u a r t e r 

of 1Q2X. 

Since the middle of January , 1923, t h e i n c r e a s e in d i s -

counts a t r e s e r v e banks has been accomapnied by a d e c l i n e i n h o l d -

ings of open-market purchases , "4 th a consequent s t a b i l i t y i n the 

t o t a l volume of ea rn ing a s s e t s . This i s in c o n t r a s t to the 

s i t u a t i o n in the e a r l y p a r t of 1Q22, -"hen member banks were r a p i l l y 

l i q u i d a t i n g t h e i r indebtedness a t t he r e s e r v e banks . /.t t h a t 

t ime, a l s o , the volume of earn ing a s s e t s remained r e l a t i v e l y con-

s t a n t ,because the dec l i ne in d i scounts was accompanied, by a cor -

responding i nc rea se in the hold ings of Government s e c u r i t i e s . Thus, 

f o r a pe r iod of more than a year the t o t a l of r e se rve bank c r e d i t 

has f l u c t u a t e d around £1,200,000,000 and has remained w i t h i n a 

range of *1,000,000,000 to $1,350,000,000. During t h a t pe r iod 

d i scoun t s have f l u c t u a t e d between *1,000,000,000 and l e s s than 

<U00,000,000, and Government s e c u r i t y ho ld ings between $600,000,000 
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and. $225,000,000. Acceptances have shown an upward trend, be -

ginning wi th J u n e , 1 9 2 2 , and r e c e n t l y have exceeded the Government 

s e c u r i t y h o l d i n g s . Thus, during 1^22 and the f i r s t qua r t e r of 

I323 f l u c t u a t i o n s i n the volume of d iscounts and in the ho ld ings 

of open-market purchases hcvVe o f f s e t each o ther and consequently 

have not r e s u l t e d in corresponding changes in the t o t a l volume of 

r ssorve bank c r e d i t in use* 

The r e l a t i o n between open-market purchases and d i s -

counts ricis not he ld t r ue f o r rese rve banks considered i n d i v i d u a l l y . 

There have been l a r g e purchases of Government s e c u r i t i e s by r e -

serve banks in the i n t e r i o r without a corresponding dec l ine in the 

d i scounts f o r t h e i r member banks* Put the f a c t t h a t f o r the 12 banks 

combined earning a s s e t s have remained comparatively constant i n d i c a t e s 

t h a t a corresponding l i q u i d a t i o n has taken p lace at o ther r e s e r v e banks. 

A r e c o g n i t i o n of the d e s i r a b i l i t y of coord ina t ing more 

c l o s e l y the open-market opera t ions of the severa l r e se rve banks l e d 

to a d i s c u s s i o n of open-market po l i cy a t the recen t conference of the 

Federal Reserve Board wi th the governors of the rese rve banks. The 

Federal Reserve Board 's p o s i t i o n in the mat te r i s i n d i c a t e d by t he 

adopt ion of the fo l lowing p r i n c i p l e wi th respec t to open-market i n -

vestment opera t ions of the Federal Reserve Tanks! 

"That the time, manner, c h a r a c t e r , and volume of open-market 

investments purchased by Federa l Reserve Danks be governed with 

primary regard t o the accommodation of commerce and bus iness and 

to the e f f e c t of such purchases or s a l e s on the genera l c r e d i t s i t u a t i o n . 
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By p rov id ing t h a t open-market investment ope ra t ions a r e to 

be governed "with primary regard to the accommodation of commerce 

and b u s i n e s s , i ! t he p r i n c i p l e r e s t s upon the same genera l cons idera -

t i o n s a s those provided in the Federal Reserve Act f o r the determina-

t i o n of d iscount r a t e s . Since in open-market ope ra t ions the i n i t i a t i v e 

can be taken by the r e se rve banks r a t h e r than by member banks, these 

ope ra t ions may be used as a gauge of the degree of adjus tment between 

the requirements f o r reserve-bank c r e d i t and the volume of i t in 

a c t u a l u s e . The sa le of an investment by a r e se rve bank i s a means 

of t e s t i n g the demand f o r c r e d i t by p l ac ing the i n i t i a t i v e f o r and the 

cost of such c r e d i t d i r e c t l y upon borrowing member banks . 

ADMl^ISTR^TIQF OF CRIP IT» To what extent the member banks w i l l be 

ab le t o f i n a n c e a f u r t h e r growth of bus iness without a d d i t i o n a l 

accommodation from the r e s e r v e banks depends mainly upon the s i z e of 

gold imports in the immediate f u t u r e and the f u r t h e r p o s s i b i l i t i e s 

of s h i f t i n g from investments and loans on s e c u r i t i e s to loans f o r 

commercial and i n d u s t r i a l purposes . Gold imports have r e c e n t l y been 

smal l , the net imports f o r February being $7,000,000 and f o r March, 

$5,500,000, compared wi th a monthly average of ^20,000,000 f o r 1922 

and of ^5^,000,000 i n 1321* I f the gold movement con t inues a t the 

p re sen t reduced s c a l e , the imported gold w i l l not be s u f f i c i e n t t o 

form a b a s i s f o r any cons iderab le inc rease in c r e d i t ex tens ion by 

member banks and a l s o to meet a growth in the demand f o r cur rency . 

Furthermore, whi le member banks s ince the opening of the year have 

been able in p a r t t o i nc rease t h e i r loans f o r commercial purposes 

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



~ l i ~ x-3706 

by the use of funds withdrawn from investments and from loans on 

s e c u r i t i e s , the extent of such t r a n s f e r i s l im i t ed by t h e f a c t t h a t 

the s a l e of s e c u r i t i e s in excess of current savings i n d i r e c t l y l eads 

to a demand f o r bank c r e d i t . Since the opening of t h e , y e a r the 

monthly r a t e of growth in commercial loans a t member banks in lead ing 

c i t i e s has been near ly 2 per cent* A continuance of t h i s c r ed i t 

t rend mast soon r e s u l t i n increased borrowings by member banks a t the 

rese rve banks. 

The r e l a t i o n between the expansion of bank c r e d i t and the 

expansion of b u s i n e s s , a s wel l as the r e s p o n s i b i l i t y of the banking 

community f o r the economic use of c r e d i t , i s c l e a r l y s e t f o r t h i n a 

recen t r epo r t of a committee on unemployment and bus iness cyc les , 

appointed by Secre ta ry Herbert Hoover, a s chairman of the P r e s i d e n t ' s 

Conference on Unemployment he ld in September, 1921. The r epor t 

s t a t e s : "Expansion of bank c r e d i t i s a necessary condi t ion of ex-

pansion o fbus ines s ope ra t ions . *** But an overextension of c r e d i t 

may so inc rease the purchasing power of bus iness men tha t i t w i l l 

merely r e s u l t in enabl ing them to b id aga in s t one another f o r l i m i t e d 

supp l ies of goods and m a t e r i a l s so as to fo rce p r i c e s above what con-

sumers a r e w i l l i n g and able to pay. Bank c red i t o f t e n expands so 

r a p i d l y t ha t i t l i f t s the buying or investment power of bus iness men 

out of l i n e wi th the genera l buying power of the community. Because 

of t h e i r s t r a t e g i c p o s i t i o n the banks* have an unusual duty and an ex-

cep t iona l oppor tun i ty to give sound informat ion and counsel to 

bus iness men. *** While the r e l a t i o n s h i p between t h e volume of c r e d i t 
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and the volume of bus ine s s and the movement of p r i c e s i s not always 

simple to i n t e r p r e t , i t appears t o be s u f f i c i e n t l y c l o s e to make i t 

a m a t t e r of f i r s t importance t h a t the volume and the f low Of c r e d i t 

should &t a l l t imes be t e s t e d by the c o n t r i b u t i o n which a d d i t i o n s to 

the volume of c r e d i t make to the t o t a l economic p r o d u c t i o n . Addi t ions 

t o c r e d i t which can not be economically v a l i d a t e d by a commensurate 

e f f e c t in a c t u a l p roduc t ion a r e s p e c u l a t i v e , and as such should be 

sub j ec t ed to c o n t r o l , .so t h a t bus iness and indus t ry can be mainta ined 

in a h e a l t h y s t a t e " . 

The p r e s e n t lending capac i ty of the c o u n t r y ' s banking system, 

in view of the g r e a t growth of the r e s e r v e s a t the r e se rve banks , i s 

now f a r in excess of the c r e d i t needs of the c o u n t r y , s p roduc t ive 

c a p a c i t y . In such a s i t u a t i o n i t i s the a v a i l a b l e s u p p l i e s of l abo r and 

equipment and not the p o t e n t i a l supply of c r e d i t t h a t in t h e end must 

f i x the l i m i t which may be a t t a i n e d by aggrega te n a t i o n a l p r o d u c t i o n . 

As t he se l i m i t s a r e approached c r e d i t po l i cy must be i n c r e a s i n g l y 

in f luenced by c a r e f u l c o n s i d e r a t i o n of the continued e f f e c t i v e n e s s 

of f u r t h e r a d d i t i o n s t o the t o t a l volume of c r e d i t in c o n t r i b u t i n g 

to inc reased p r o d u c t i v i t y . 
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FEDERAL RESERVE BOARD S ;*«,t 4 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE B O A R D 

X-3-707' 

Dear S i r : 

In compliance with your r e cen t request-, 

t he re i s enclosed a copy of- the Ninth Armual- Re-

p o r t of the Federal Beserve Board, covering 

opera t ions dur ing the calehdar year 1922. 

Very t r u l y yours , 

Walter L. Eddy, 
A s s i s t a n t Sec re ta ry . 

(Enclosure) 

> 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-370S 
May 2 , 1923-

SUBJECT: Dupl ica t ion of Contracts fo r Bui lding 
M a t e r i a l s . 

Dear S i r ; 

Honorable Herbert Hoover, Sec re ta ry of Commerce, 

has t r ansmi t t ed to the Federal Reserve Board a l e t t e r ad-

dressed to him under da te of Apr i l 9th by c e r t a i n cement 

manufac ture rs . A copy of the l e t t e r r e f e r r e d to i s a t t ached 

and i s t r ansmi t t ed to you with the thought t h a t the contents 

thereof should be communicated to your member banks as i n -

d i c a t i n g S point a t which the banks can be of d i s t i n c t 

s e r v i c e . 

By order of the Federal Reserve Board: 

\ • 

Win. W. Hoxton, 
Sec re t a ry . 

(Enclosure) 

To Governors of Federal Reserve Banks 
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New York, Apr i l 9> 19^3 

Hon. Herber t Hoover, 
Sec re t a ry of Comma r c e , 
Washington, D. C. 

Dear S i r : 

In the d e s i r e t o p rovide the cement necessary to meet the r e q u i r e -
ments of t h i s y e a r ' s unprecedented demand, we c a l l to your a t t e n t i o n 
a cond i t i on of u n c e r t a i n t y in t h e i n d u s t r y due to h e a v i l y o v e r - e s t i -
mate d or d u p l i c a t e d c o n t r a c t s fo r f u t u r e d e l i v e r y . I f some means of 
r e l i e f can be made e f f e c t i v e , the amount of cement a v a i l a b l e f o r con-
s t r u c t i o n purposes w i l l be m a t e r i a l l y i nc reased . 

In order t h a t an a r c h i t e c t , a c o n t r a c t o r or an eng inee r , may be 
ab le t o know the exact cos t of the cement r equ i red f o r a p a r t i c u l a r 
e n t e r p r i s e , - i t i s a t r a d e p r a c t i c e to en te r i n t o a c o n t r a c t t e c h n i c a l l y 
known as a " s p e c i f i c job contract 1 1 , under the terms of which, the manu-
f a c t u r e r agrees to d e l i v e r the cement r e q u i r e d dur ing t h e e n t i r e con-
s t r u c t i o n pe r iod of the p r o j e c t a t an agreed p r i c e . This p r a c t i c e i n -
volves the manufacturer i n a hazard as to manufactur ing c o s t , because 
dur ing the l i f e of the c o n t r a c t , the f a c t o r s e n t e r i n g i n t o c o s t , may 
m a t e r i a l l y advance» The terms of t hese c o n t r a c t s con f ine d e l i v e r i e s 
to the requi rements of the job and a re so made in order to minimize 
s p e c u l a t i o n i n cement to the de t r iment of the pub l ic* 

I t i s a common p r a c t i c e f o r pu rchase r s - e i t h e r through excess ive 
cau t ion or d e s i r e to s p e c u l a t e a t t h e manufac tu re r 1 s expense - to make 
padded c o n t r a c t s naming amounts much i n excess of the requ i rements of 
the job and even t o p l ace dup l i ca t e c o n t r a c t s f o r the requi rements of 
the same job with seve ra l d i f f e r e n t manufac tu re r s . This i s the s e r i o u s 
problem* I t in t roduces an element of u n c e r t a i n t y i n t o t h e m a n u f a c t u r e r ' s 
knowledge of h i s exac t p o s i t i o n . Basing h i s judgment on s p e c i f i c job 
con t r ac t s booked, he f i g u r e s the amount of h i s p roduc t ion which i s 
s t i l l a v a i l a b l e f o r s a l e . But i f the c o n t r a c t f o r cement has been 
p laced wi th s eve ra l companies, only one may be c a l l e d upon f o r d e l i v e r y 
which means t h a t t he o t h e r companies have withdrawn f rom the market the 
amount of cement f o r t h a t j o b , which, i f the d u p l i c a t i o n of c o n t r a c t 
had not occur red , would be a v a i l a b l e f o r sale# 

In the year 1920, an i n v e s t i g a t i o n was conducted f o r the purpose of 
de te rmin ing so f a r as p o s s i b l e , the average amount of cement over -con-
t r a c t e d f o r on s p e c i f i c jobs • Capable engineers were employed to make the 
e s t i m a t e s • The i n v e s t i g a t i o n showed t h a t UÔ b of the cement so con-
t r a c t e d f o r , was no t r e q u i r e d f o r the j o b s . 

Demand f o r b u i l d i n g m a t e r i a l s t h i s year has aggravated the con-
d i t i o n s he rewi th d e s c r i b e d , and t h e r e i s no doubt of an o u t s t a n d i n g 
d u p l i c a t i o n or padding of c o n t r a c t s runn ing i n t o many m i l l i o n s of 
b a r r e l s t h a t w i l l no t be c a l l e d f o r d e l i v e r y , which a r e now n e c e s s a r i l y 
wi thheld f rom the market because of t h e s e f i c t i t i o u s c o n t r a c t s * I f 
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i t was p o s s i b l e to e l im ina t e them, t h i s a d d i t i o n a l amount of cement would 
be a v a i l a b l e f o r s a l e , and would be a m a t e r i a l i n f l u e n c e i n making the 
cement market e a s i e r . 

Another f a c t o r of importance i s the peak load c o n d i t i o n which occurs 
du r ing the months when outdoor c o n s t r u c t i o n i s most a c t i v e and the de -
mand f o r cemen t"heav ies t . I f consumers would r e a l i z e t h a t sp read ing 
t h e i r purchases over the months of normally low demand not only would 
a s su re an ample supply b u t a l s o b e t t e r d e l i v e r y , i t would be a g rea t 
he lp to a l l concerned. Otherwise the manufacturers a r e c a l l e d upon to 
d e l i v e r in the peak months of J u l y , August, September and October more 
cement than i s c u r r e n t l y produced or can be c u r r e n t l y d e l i v e r e d . 

R e a l i z i n g t h a t t h i s year would r e q u i r e cement exceeding in amount 
t h a t of any prev ious y e a r , cement manufacturers have inc reased t h e i r 
output beyond t h a t of any in t h e i r h i s t o r y , no twi th s t and ing the f a c t 
t h a t l a s t year p roduc t ion and shipments exceeded a l l p rev ious r e c o r d s . 
For the months of January and February, 1923, the ou tpu t was 16,789,000 
b a r r e l s a g a i n s t 8 ,569,000 f o r the same months of the p rev ious y e a r , an 
inc rease of 8 ,220,000 b a r r e l s , or 95/®- At the same t ime , s tocks on 
hand i n c r e a s e d , 2 ,122,000 b a r r e l s hav ing been added i n February . Stocks . 
a t the end of t h a t month were 14,142,000 b a r r e l s . Also s tocks of 
c l i n k e r a t m i l l s inc reased over $00,000 b a r r e l s . 

Conservat ive e s t ima te s i n d i c a t e t h a t p roduc t ion t h i s year may 
reach 120,000,000 or 125,000,000 b a r r e l s . However, t he e s t ima ted 
capac i ty of the m i l l s of the count ry , l eaves a l a r g e margin of e x c e s s , 
and t h e r e i s no v a l i d r eason f o r assuming t h a t t h e r e w i l l be an a c t u a l 
shor tage of cement in 1923 i f t r a n s p o r t a t i o n f a c i l i t i e s permit of prompt 
d e l i v e r i e s . 

The peak p r i c e f o r cement was reached in 1920 when the average 
U. S. p r i c e a t the m i l l s f o r the e n t i r e year was $2 .02 . (Figures from 
U. S. Geologica l Survey.) In 1921 the p r i c e dec l ined to $1 .89 , and f o r 
the year 1922, t h e r e was a s t i l l f u r t h e r d e c l i n e in the average p r i c e 
f o r a l l m i l l s of the Uni ted S t a t e s , t o $1*76, or a t o t a l d e c l i n e of 
26,6 per b a r r e l . 

In p r e s e n t i n g t h i s s i t u a t i o n , we a r e mindful of your g r e a t i n -
t e r e s t i n a i d i n g to p reven t a c e s s a t i o n of c o n s t r u c t i o n and i n b r i n g i n g 
about a r e a l i z a t i o n on the p a r t of a l l of those engaged in c o n s t r u c t i o n 
work - whether p u b l i c or p r i v a t e - t h a t w a s t e f u l or s e l f i s h methods 
must be abandoned i f t he b u i l d i n g i n d u s t r y expects to c a r r y to com-
p l e t i o n a l l contemplated p r o j e c t s . 

I t i s our f e e l i n g t h a t t h i s b r i e f exp lana t ion of our s i t u a t i o n 
and an a p p r e c i a t i o n by you of i t s s e r i ousnes s w i l l sugges t the ad-
v i s a b i l i t y of an appeal to buyers of cement to avo id d u p l i c a t i n g 
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c o n t r a c t s and to l i m i t t h e i r e s t ima tes to t h e i r a c t u a l needs , and to 
consumers g e n e r a l l y , to spread t h e i r buying over the months of l i g h t 
demand. 

We b e l i e v e t h a t such a c t i o n would have r e a l weight among t h o s e 
concerned and be of e f f e c t i v e "benefit t o the pub l i c g e n e r a l l y . 

We remain , dear s i r , 
Very t r u l y yours , 

Atlas Po r t l and Cement Co. , 
By Lowell R. Burch, Vice P r e s . 

Hercixles Cement Corpora t ion , 
By Morris Kind, P r e s . 

Penn Al len Cement Co., 
By W. E. E r d e l l , P r e s . 

Dexter Por t l and Cement Co., 
By Joseph Brobston, Vice Pres 

Lehigh Por t l and Cement Co., 
By E. M. Young, Vice P r e s . 

Alpha Por t land Cement Co. , 
By G-. S. Brown, P r e s . 
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H)E IMMEDIATE 
RELEASE. 

FEDERAL r e s e r v e 
STATEMENT FOR IKE PRESS. 

B O A R D X- 37X0 

®1® Federa l Reserve Board, today Sent the fo l lowing t e l e gram to the 
Gnairaan of the Board of Di rec to r s of the Federal Reserve Bank, A t l a n t a . 

"Board has rece ived a number of telegrams asking postponement of the 
hea r ing on proposed Cuban agency scheduled f o r Monday next* You are ad* 
v ised t h a t the Board sees no occasion f o r postponement of hearing# This 
hear ing was c a l l e d by the Board a t the reques t of c e r t a i n commercial banks 
f o r the purpose of g e t t i n g f u r t h e r and f u l l e r in format ion wi th r e spec t 
to c e r t a i n ques t ions in connection with proposed agency, more p a r t i c u l a r l y 
f o r the purpose of determining vdigth&r such an agency might r e s u l t in 
u n f a i r compet i t ion with member b#iks dea l ing in Cuban exchange and, in the 
w e n t t h a t an agency should be au thor i zed , what should be the p r e c i s e 
scope of i t s ope ra t ions in purchasing* c o l l e c t i n g and s e l l i n g exchange * 
Several telegrams have been received by me from your d i s t r i c t , f ro& which 
i t appears the s igne r s a re s u f f e r i n g from a misapprehension as to the 
purpose of the hea r ing and frem the f e a r t h a t your bank may be deprived 
of the b e n e f i t s which have accrued to i t from supplying a l a r g e volume of 
Federal Reserve no tes f o r c i r c u l a t i o n in Cuba- I can assure you t h a t 
whatever i s done the Board w i l l recognize th£ equ i ty your bank now has in 
the s i t u a t i o n because of the s u b s t a n t i a l volume of notes i t has suppl ied 
to Cuba* This i s a l so recognized by Governor Harding in h i s amended p lan 
f o r ah agency ana f u l l p rov i s ion w i l l be made in case any agency i s 
au thor ized to in su re t h a t your bank s h a l l be given f a c i l i t i e s the same 
as those e x i s t i n g f o r the redemption of i t s u n f i t notes i n Cuba and t he 
p l a c i n g in to c i r c u l a t i o n of new and f i t notes^as may be r e q u i r e d . I 
t r u s s t h a t t h i s informat ion w i l l a l l a y any misgivings as to t h e purpose 
and outcome of the hea r ing to be he ld next Monday *n 

May 4, I923, 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D x - 3 7 1 1 

May f>> 1923' 

Dear S i r : 

There has been forwarded to you 

today under separate cover a bound copy of 

the Annual Report of the Federal Beserve 

Board covering operations during the calendar 

year 1922 * 

Very t r u l y yours . 

Chief Clerk* 

To Governors and F. E. Agents of F, R. Banks and 
Managers of Branch Banks, 
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TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 

WASHINGTON 

May 7, 1923 
The Governor 

Federal Reserve Board 

S i r : 
You a r e hereby advised t h a t the Department has r e f e r r e d t o the General 

Accounting O f f i c e , C iv i l Div is ion , f o r s e t t l emen t , the account of the Bureau 
of Engraving and P r i n t i n g f o r prepar ing Federal Reserve no tes dur ing the 
per iod Apr i l 1 to A p r i l Z&, 1923, amounting to ^155,747.38, a s follows*. 

Federal Reserve Notes. 1914 

Boston. 
jesi. m 450 Total 

Boston. 250,000 150,000 600,000 
New York 375,000 105,000 13,000 1,143,000 
P h i l a d e l p h i a . . . . . . 150 ,000 150 ,000 125,000 425,000 
C l e v e l a n d . . . . . . 75,000 125,000 350,000 
A t l a n t a , . . . . . . . 113,000 25,COO 238,000 

" * * —-•» 12,000 12,000 
M i n n e a p o l i s . . . . 25,000 38,000 113,000 
D a l l a s . . . . . . . . . . . . 25,000 8,000 33,000 
San F r a n c i s c o . . . . . 100 .000 50.000 25.000 175.000 

1,425,000 . 1,038,000 601,000 25,000 3,089,000 

3,089,000 shee t s a t ^50 .42 per M . . . .%>155,747.38 

The charges aga ins t the severa l Federal Reserve Banks a r e as fo l lows: 

Compen- P la t e I n c . Com-
Sheets s a t i o n P r i n t i n g Mate r i a l s pensa t ion Total 

Boston 600,000 $>10,128.00 $,9,570,080 V?,626,00 4-2,928.00 30,252.00 
New York.1,143,000 19,293.84 18,230.85 14,527.53 5,577.84 57,630.06 
P h i l a d e l . 425,000 7,174,00 6 ,778.75 5,401.75 2,074.00 21,428.50 
Cleveland. 350 ,000 5,908.00 5,582.50 4,448.50 1,708.00 17,647.00 
A t l a n t a . . . 238,000 4,017.44 3,796.10 3,024.98 1,161.44 11,999.96 
S t . Louis. 12,000 202.56 191.40 152.52 58.56 605.04 
Minneapoli»113,000 1,907.44 1 ,802.35 1 ,436.23 551.44 5,697.46 
D a l l a s . . . . 33,000 557.04 526.35 419.43 161.04 1,663.86 
San. Fran. 175.000 2.954.00 2.791.25 2 .224.25 854.00 8.823.50 

3,089,000 V52,142.32 *49,269.55 ^39,261.19 *>15,074.32 *155,747.38 

The Bureau a p p r o p r i a t i o n s w i l l be reimbursed in t h e above amount from the 
i n d e f i n i t e a p p r o p r i a t i o n "Prepara t ion and Issue of Federal Reserve Notes , 
Reimbursable", and i t i s reques ted t h a t your board cause such i n d e f i n i t e 
app rop r i a t i on to be reimbursed i n l i k e amount. 

R e s p e c t f u l l y , 
s . R . JACOBS, 

Deputy Commissioner. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

SUBJECT: Committee on Economy and E f f i c i e n c y 
Currency and Coin Functions - Ques t ionna i r e . 

X-371U 
May 10, 1923. 

Dear S i r : 

In connect ion wi th the s tudy and comparison of the methods 
of the Currency and Coin Funct ions in the s eve ra l banks by the Board ' s 
Committee on Economy and E f f i c i e n c y i t i s considered adv i s ab l e t o secure 
c e r t a i n a d d i t i o n a l i n fo rma t ion , and you are t h e r e f o r e r eques t ed to sub-
mit f o r your bank the answers to the fo l lowing q u e s t i o n s : 

1. How do you determine the p ropor t ion of new money pa id 
out? Explain whether i t i s a p ropor t ion of the amount 
ordered or whether you have some o the r method of de -
termining; a l s o , to what e x t e n t the p r o p o r t i o n v a r i e s 
throughout the yea r . 

2 . To what e x t e n t do you s o r t f i t b i l l s of your own i s sue 
rece ived from o ther Federa l Reserve Banks? 

3 . Do you count f i t money when rece ived from your Agent? I f 
so , to what ex ten t? 

4 . Do you have a mer i t p lan or some other method of r a t i n g 
the e f f i c i e n c y of money counters f o r t h e purpose of de -
termining compensation? I f so , exp la in p l an b r i e f l y , 
p a r t i c u l a r l y with r e s p e c t to i t s e f f e c t on compensation. 

I t i s a l so d e s i r e d to make a comparison of the c o s t of the 
p r i n c i p a l supp l i e s used i n connect ion wi th the o p e r a t i o n of t h i s f u n c t i o n 
There i s enclosed herewi th a schedule on which are l i s t e d the i tems con-
cern ing which in fo rmat ion i s d e s i r e d . The f i g u r e s t o be r epor t ed should 
inc lude supp l i e s used a t a l l branches as we l l as the main bank. 

' Wil l you k i n d l y forward a l l of the in fo rma t ion c a l l e d f o r i n 
t h i s l e t t e r toge the r wi th the samples reques ted t o Mr. L. R. Rounds, 
S e c r e t a r y , Federa l Reserve Bank of New York, N. Y. 

Very t r u l y you r s , 

To Bank R e p r e s e n t a t i v e , A.C.Mil ler ,Chairman, 
Currency and. Coin Funct ion . Board1 s Committee on Economy 

and E f f i c i e n c y -
Copy to a l l Governors. 

" " Procedure Committee Chairmen, Digitized for FRASER 
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X-371U a 
REPORT ON COST OF SUPPLIES 
CURRENCY AS© COIN FUNCTION 

FEDERAL RESERVE BANK OF 
(Where more 1 Shan one size or kind is used ranol ?t an separate J Line for each) 

ARTICLE Size 
Quantity used 
per annum Pricer Unit 

Appr ox.Annual 
Cost 

Quantity ordered 
at one time. 

Currency Bags 

V 

> 

Coin Bags 

Bill Straps 

Coin Bag Tags 
m 

Shij^ing Tags 

Lead Seals 

* Rubber Banna 

Submit one sample of each, article;irt case of bags sample of one size is sufficient# 
If space provided, above for any article is not sufficient, recopy form using as 

many sheets as necessary, listing items in same order as above. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D X-3715 

May 12, 1923. 

SUBJECT: Func t iona l Expense Report , 
F i r s t Quarter 1923-

Dear S i r : 

There i s being sen t to your bank today under s e p a r a t e 
cover a summary of the f u n c t i o n a l expense r e p o r t s f o r the f i r s t 
qua r t e r of 1923* Your p a r t i c u l a r a t t e n t i o n i s i n v i t e d to f i g u r e s 
shown on pages 2$ and 26 of t h i s r e p o r t , which r e l a t e to the 
currency and coin f u n c t i o n . 

You w i l l note t h a t under "Currency Receiving and Sor t ing" 
u n i t t h e r e i s a v a r i a t i o n in the u n i t c o s t ranging from .071 to .124 
in the f i g u r e s r epor t ed f o r the main banks, and from .044 to .32 
in the case of the b ranches . A comparison of the methods of a l l 
banks f o r the hand l ing of t h i s work does not i n d i c a t e any v a r i a t i o n s 
in the p r a c t i c e which would account f o r such a wide spread i n the 
c o s t . I t seems p robab le , t h e r e f o r e , t h a t the methods used by 
the banks are not uni form, e i t h e r with r e s p e c t to the f i g u r e s r e -
por ted f o r "Number of b i l l s rece ived and counted", or in making the 
a l l o c a t i o n of expanses f o r t h i s u n i t . 

The f i g u r e s r epor t ed f o r "Coin" r e s u l t in an even g r e a t e r 
v a r i a t i o n , the u n i t c o s t ranging from .01 to -059 fo f the main banks 
from .015 to .562 f o r the branches . 

The r e c e n t comparison of methods i n d i c a t e s t h a t a l l banks 
a re no t r e p o r t i n g the volume f i g u r e s on the same b a s i s ; t h e r e i s , 
t h e r e f o r e , enclosed a memorandum which, i t i s hoped, w i l l make c l e a r 
e x a c t l y how the volume f i g u r e s to be r epor t ed f o r t h i s f u n c t i o n 
should be de termined. I t i s reques ted t h a t a l l f i g u r e s , h e r e a f t e r 
r e p o r t e d , beginning with the month of A p r i l , be a r r i v e d a t by t h i s 
method. 

I t a l so seems probable t ha t some of the banks have not 
been p a r t i c u l a r about making a d i s t r i b u t i o n of the s a l a r y c o s t . 
In cases where h e l p i s borrowed from o the r departments to a s s i s t 
in the count ing of money, or when money counters a r e loaned f o r 
o the r work an a l l o c a t i o n of expense should be made. I f t h i s i s 
not done the expense f i g u r e s repor ted w i l l be of l i t t l e value* 
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Will you k ind ly adv ise whether or not the volume f i g u r e s 
a l ready r e p o r t e d by your "bank f o r the f i r s t q u a r t e r of 1923 con-
form to the enclosed memorandum, and a l s o whether or no t the ex-
pense f i g u r e s as r epor t ed a re s u b s t a n t i a l l y c o r r e c t . In case 
e i t h e r of these f i g u r e s i s i n c o r r e c t , w i l l you, i f f i g u r e s a re 
a v a i l a b l e , submit cor rec ted f i g u r e s f o r t h i s p a r t i c u l a r f u n c t i o n 
and p e r i o d . P lease r e p l y to Mr. L. E. Bounds, S e c r e t a r y , care 
Federal Reserve Bank of New York. 

Very t r u l y you r s , 

A. C- M i l l e r , Chairman, 
Board ' s Committee on Economy 

and E f f i c i e n c y . 
(Enclosure) 

TO Bank R e p r e s e n t a t i v e , 
Currency & Coin Funct ion . 

Copy to a l l Governors. 
" " Procedure Committee Chairmen. 
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METHOD TO BE USED IN REPORTING VOLUME OF CURRENCY AND COIN 
HANDLED IN CONNECTION WITH FORM E-

CUHRENCY 
Number of P ieces A c t u a l l y Received and. Counted. 

The f i g u r e r epo r t ed under t h i s heading should be the number of 
b i l l s handled and should include a l l b i l l s r ece ived in the bank from 
every s o u r c e , which are counted, each b i l l to appear in the count but 
once - This would inc lude the fo l lowing : 

(a) Deposi t s rece ived over the c o u n t e r . 
(b) Shipments rece ived from member and non-member banks . 
(c) Shipments of f i t no tes from o ther Reserve banks . 

I t should no t i nc lude : 

(a) Shipments of new money from Washington. 
(e) Money rece ived from the Agent, e i t h e r new or f i t -
( f ) Money rece ived from branches or hd..a o f f i c e . 

The f i g u r e r e p o r t e d , as above, should correspond wi th the number of 
b i l l s counted and so r t ed w i th in the month, and should no t include any 
b i l l s r ece ived and s to red f o r subsequent handl ing* Any such b i l l s should be 
taken up in the l a t e r r e p o r t f o r the month i n which they a re a c t u a l l y 
so r ted and counted. 

I f , in making up the above f i g u r e s , i t i s the p r a c t i c e of your 
bank to base t h i s count on the aggregate of the whole number of p i ece s 
of currency handled i n your currency s o r t i n g depar tment , i t w i l l then 
probably be necessary f o r you t o s u b t r a c t from such aggrega te the 
number of p i e c e s which have been sor ted or handled a second t ime. This 
would inc lude such i tems as the fo l lowing : 

(g) Notes of o ther Reserve banks, both f i t and u n f i t . n o t 
put up on o r i g i n a l s o r t in p roper form f o r shipment . 

(h) Odds which have been included i n one d a y ' s aggrega te 
and c a r r i e d overnight t o be included i n a subsequent 
a g g r e g a t e . 

I t i s important t h a t the f i g u r e r epor t ed s h a l l no t include a 
d u p l i c a t e count of any b i l l s r e g a r d l e s s of the reason f o r the r e c o u n t . 

In a d d i t i o n to and supplementing the above f i g u r e , you a re a l s o 
reques ted to r e p o r t as a s epa ra t e i tem the number of b i l l s r ehandled , 
t h a t i s , no t put up on o r i g i n a l s o r t i n proper form f o r f i n a l d i s p o s i t i o n . 
This might inc lude c l a s s e s "g" and "hM above r e f e r r e d t o . I t should 
not include the recount or v e r i f i c a t i o n count of any b i l l s . This 
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f i g u r e may be r e p o r t e d a g a i n s t the cap t ion "Number of p i e c e s rehandled 
which should be w r i t t e n i n on the blank l i n e under "Currency" on page 
35 of Form S . 

eo rn 
Number of Coins: Received and Counted. 

In de termining the number to be r e p o r t e d under t h i s head ing , 
the same p r i n c i p l e should be fol lowed as in de te rmining the count 
of b i l l s . Coin handled a second time in connect ion with wrapping 
or re -bagging t o smal ler u n i t s should not be included i n t h i s coun t . 
Coin r ece ived from the Mint or o ther Federa l Reserve Banks or Branches 
may be included in t h i s count once, provided i t i s a c t u a l l y counted, 
but no t o t h e r w i s e . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-3716 
/ May 10, 1923. 
r 

j 
SUBJECT: Expense Main Line , Leased Wire System, A p r i l , 1923-

Dear S i r : 

Enclosed herewith you w i l l f i n d two mimeograph 
s t a t emen t s , X~3?l6a and X-3?lbb, covering in d e t a i l opera -
t ions of the main l i n e , Leased Wire System, dur ing the 
month of A p r i l , 1923 • 

P lease c r e d i t the amount payable by your bank 
in the genera l account, Treasure? , U« S . , on your books, and 
i s sue C/D Form 1, Nat ional Batiks, fol* account of " S a l a r i e s 
atid Expenses, Federal Reserve Board, Specia l Fund", Leased 
Wire System, sending dup l i ca t e C/D to Federal Reserve Board. 

Very t r u l y yours , 

F i s ca l Agent. 

(Enclosure) 

*• JL 

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



X-373 6a 

"̂ 'OCT 

REPORT SHOWING CLASSIFICATION*"AND NUMBER OF WORDS 
TRANSMITTED OVER MAIN LINE OF THE FEDERAL RESERVE 

LEASED WIPE SYSTEM FOR THE MONTH OF APRIL, 1923 . 

Bank Business 

Percent of Treasury War 
Total Bank Bept . Finance Corp . 
Business(*) Business Business Total 

2.98 6,945 39,70b 
20.00 16,679 - 236,290 

5-35 7,676 - 66,329 
7.63 8,784 92,593 
5-77 6,731 - 70,123 
6 .57 9,240 142 81,498 

12.65 12,277 42 151,253 
8-09 9,319 - • 98 ,093 
3.69 6,234 110 46,879 
8 .33 8 ,265 - 99,739 
5.9C 5,267 - 70,066 

13.04 18,353 161,551 

116,270 294 1,214,845 

100.00 36,169 -25. 374,051 

202,439 389 1,588,896 

12.74% .02% 

or 87-26% 
" 1 ? . 7ll<L 

• 

J3G S ten 
New York 
Ph i l ade lph ia 
Cleveland 
B:chmond 
At lan ta 
Chicago. 
St Louis 
Minneapolis 
Ivansas City 
Dallas 
San Francisco 

Total 
F. R. Banks 

Washington 

Grand Total 

32,7bl 
219,611 

53,713 
83,314 
63 ,397 
72,116 

13s,939 
38,874 
40,535 
91,524 
64,799 

143,19s 

1,098,251 

287,787 

1,386,068 

Percent of Total 87-24% 

Treasury 

TOTAL 

202,439 

1,588,507 100.00% 

(*) These percentages used in c a l c u l a t i n g the 
pro r a t a share of l eased wire expenses as 
shown on the accompanying statement (X-37-lbb) 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C - , 
MAY 1 0 , 1 9 2 3 . 
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REPORT OF EXPENSE 
MAIN LINE 

FEDERAL RESERVE LEASED WIRE SYSTEM APRIL, 1923' 

X-3?ibb 

Name of Bank 
Operators1 

Sa la r i e s 
Operators 1 

Overtime 
Wire 

Rental 
Total 

Expense 

Boston $ 250.00 $5*00 $ - $ 255.OO 
New York 1,309.14 - - 1,309-14 
Ph i l ade lph i a 225-00 - - 225.00 
Cleveland 366,00 - - 366.OO 
Ri chmond 315.00 - - 315.CO 
At l an t a 240.00 - - 240.00 
Chicago (#)4,735«l6 2.00 - 4,737.16 
St• Louis 223.85 •75 - 224.60 
Minneapolis 275.00 - . - 275-00 
Kansas Ci ty 336.64 - - 336.64 
Dal las 251.00 - — 251.00 
San Francisco 395-00 - - 395-00 

Fed. Res. Board 16,956.51 16,956.51 

TOTAL $8,921.79 $ 7 . 7 5 $16,956.51 $25,886.05 
(a)3,105.56 
$22,780.49 

Pro r a t a 
Share of 
Total 
Expense Credi ts 

Payable to 
Federal 
Reserve 
Board 

678.86 
4 , ^ 6 . 1 0 
1,218-76 
1,738.15 
1,314.43 
1,496.68 
2,881.73 
1,842.94 

840.60 
1,897.61 
1,344.05 
2,970.58 

$ 255.OO 
1,309.14 

225.00 
366.OO 
315.OO 
240.00 

4,737.16 
224.60 
275-00 
336.64 
251.00 
395-00 

$ 423.86 
3.246.96 

993.76 
1,372.15 

999.43 
1,256,68 

(*)1,855.43 
1,618.34 

565.60 
1.560.97 
1,093.05 
2,575.5S 

$22,780.49 $8,929.54 

(#) Includes s a l a r i e s of Washington Operators» * 
(&) Amount reimbursaole to Chicago. 
(*) C r e d i t . 
(a) Received $5.56 from War Finance Corp. and $3,100.00 from 

Treasury Dept. covering business f o r month of A p r i l , 1923' 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C., 
MAY 10, 1923. 

$15,706.38 
(&)1,855.43 
$13,850.95 

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



F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR TEE PRESS 
X-371S 

For immediate r e l e a s e . 

A r e g u l a r s t a t u t o r y meeting of the Federal Advisory 

Council was held on May 21st and 22nd, a t which genera l b u s i -

ness condi t ions of t l u country ware reviewed and r e p o r t s from 

a l l q u a r t e r s were s a t i s f a c t o r y and ind ica ted tha t bus iness i s 

p rog res s ing conserva t ive ly and on a sound b a o i s . 

The Advisory Council i i s j u s s e a the mat ter of d iscount 

r a t e s and was of the opinion tha t there appeared to be no reason 

why Federa l Reserve Bank r a t e s should be increased a t t h i s t ime. 

Hay 22, 1923. 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS 

x-3720 

For r e l e a s e in Morning Pape r s , 
Monday, May 2?, 1923. 

The fo l lowing io a summary of genera l bus ine s s 
and. f i n a n c i a l cond i t ions throughout the s e v e r a l 
Federal Reserve D i s t r i c t s , based upon s t a t i s t i c s 
f o r the months of Apr i l and May, as conta ined in 
the for thcoming i s sue of the Federal Reserve 
Bull e t i n . 

Product ion and t rade cont inued i n l a rge volume dur ing 

A p r i l . There was some s lacken ing of bus iness a c t i v i t y i n the l a t t e r 

p a r t of the month and dur ing the e a r l y weeks of May, p a r t l y on ac -

count of seasonal i n f l u e n c e s . 

PRODUCTION: 

The Federa l Reserve Board ' s index of p roduc t ion in b a s i c 

i n d u s t r i e s dec l ined about 1 pe r cent in A p r i l . P roduc t ion of lumber, 

a n t h r a c i t e c o a l , and m i l l consumption of co t ton dec r ea sed , while t he re 

were i nc rea se s in the output of p i g i r o n and pe t ro leum. There was a 

f u r t h e r inc rease i n the value of b u i l d i n g c o n t r a c t s awaraed in Apr i l 

but the va lue of b u i l d i n g permi ts i s sued in l6g c i t i e s was l 6 per cent 

l e s s than the record f i g u r e s of March. The dec rease was due c h i e f l y 

t o a c u r t a i l m e n t of new p r o j e c t s in Ne.v York, as the aggregate value 

of pe rmi t s a t other r e p o r t i n g c i t i e s showed an i n c r e a s e of 12 per 

c e n t . Car loadings continued t o be much l a r g e r than in the c o r r e s -

ponding weeks of previous y e a r s , owing c h i e f l y to heavy shipments of 
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manufactured goods* In s p i t s . o f p r e s e n t heavy t r a f f i c , the shor tage 

of f r e i g h t ca r s has l a r g e l y d isappeared . 

Employment a t i n d u s t r i a l es tabl i shments continued to inc rease dur ing 

A p r i l , a l though p l a n t s in e a s t e rn s t a t e s repor ted some reduc t ions in 

t h e i r f o r c e s and there was an increase in those s t a t e s in the number of 

concerns working pa r t t ime, Increases in wage r a t e s were announced 

by many concerns , and average weekly earnings of f a c t o r y workers i n -

creased about 1 per c e n t . 

TRADE: 

Wholesale and r e t a i l t r ade were somewhat smal ler in Apr i l 

than in March, which i s the customary t rend at t h i s season of the y e a r . 

l3oth were well above the l e v e l of a year ago. Decreased sa l e s by 

department s t o r e s in Apr i l as compared with March were in p a r t due to 

the f a c t tha t Eas te r purchases were made in March and to unseasonable 

cold weather in many l o c a l i t i e s « Mail order s a l e s dur ing Apri l were 

10 per cent l e s s than in March, but 32 per cent l a r g e r than a year ago-

WHOLESALE PRICES: 

P r i ce s of c e r t a i n bas ic commodities dec l ined dur ing Apr i l 

ana the e a r l y p a r t of May* The general index of wholesale p r i c e s of 

the - 'ureau of Labor S t a t i s t i c s , i t i s to be noted, showed no change 

between March and A p r i l . P r i ces of b u i l d i n g m a t e r i a l s , me ta l s , c l o t h s , 

and c l o t h i n g were h igher in Apri l than in March, these advances being 

o f f s e t by dec l ines in p r i c e s of f u e l , and of farm p roduc t s , e s p e c i a l l y 

l i v e s tock and d a i r y p roduc t s . 
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BANK CREDIT: 

Since the middle of Apr i l the volume of bank c r e d i t in use 

has remained r e l a t i v e l y c o n s t a n t . Between Apr i l 11 and May 9 loans of 

member banks i n l e a d i n g c i t i e s showed an inc rease of n e a r l y $100,000,000, 

a l a r g e p a r t of which occurred in the Chicago d i s t r i c t . These i n -

creases i n loans were accompanied by a somewhat l a r g e r l i q u i d a t i o n of 

inves tments , which was general throughout the count ry- P a r t l y through 

the s a l e of these investments r e p o r t i n g member banks have met the de-

mand f o r a d d i t i o n a l loans without ob ta in ing increased accommodation 

a t the r e se rve banks . The volume of Federa l Reserve Bank c r e d i t h a s , 

consequent ly , continued to remain f a i r l y s teady a t the l e v e l which 

has p r e v a i l e d s ince the middle of January , and the volume of Federal 

r e se rve no te s in c i r c u l a t i o n has remained p r a c t i c a l l y unchanged» 

Somewhat e a s i e r money cond i t ions are i n d i c a t e d by s l i g h t l y 

lower r a t e s on commercial paper and lower y i e l d s on outstanding- Treas -

ury c e r t i f i c a t e s . The Treasury o f f e r i n g of approximately $^00,000,000 
) 3 ' 

per cent n o t e s , matur ing March, 1927, was h e a v i l y ove r subsc r ibed , and 

the i s s u e was subsequent ly quoted a t a s l i g h t premium in the open 

marke t * 
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REMABTIS OF D. R. CBIS3ISGER, G07EBHE, FEDERAL RESERVE 
BOARD, BEFORE THE DISTRICT OF COLL7'LI A BANKERS' ASSO-

CIATION, MAY 24, 1923. 

I n t h e p a s t two yea r s i t has been my f o r t u n e to be the r e c i p i e n t 

of so much c o u r t e s y and c o n s i d e r a t i o n , of h e l p f u l c o o p e r a t i o n and. generous, 

a s s i s t a n c e from the banking community of Washington, t h a t i t i s no t a l t o -

g e t h e r easy to f o r m u l a t e on t h i s occas ion a f i t t i n g e x p r e s s i o n of my a p -

p r e c i a t i o n f o r t h e s e added t e s t i m o n i e s of suppor t and l o y a l t y which come 

to me t h i s even ing . I f e e l t h a t my deb t to the bank ing f r a t e r n i t y of the 

D i s t r i c t i s one of t h o s e o b l i g a t i o n s which have no d a t e of m a t u r i t y , bu t 

which go on accumula t ing a t compounded i n t e r e s t . F o r t u n a t e l y , hav ing ceased 

to be Compt ro l l e r , I am not under t h e p r o f e s s i o n a l o b l i g a t i o n to take so 

h a r s h a v iew of those i r r e g u l a r i t i e s which a r e involved i n c a r r y i n g overdue 

i tems f o r an un rea sonab le t ime . I f the good w i l l account which the banker s 

of Washington have been c a r r y i n g f o r me should be p r e s s e d f o r i n s t a n t 

l i q u i d a t i o n , I am a f r a i d , t h a t , w i th a l l the good i n t e n t i o n s and amiable 

s e n t i m e n t s i n t h e wor ld , I should have to take the bankruptcy r o u t e . So I 

hope you w i l l go on l e t t i n g me make an occas iona l c u r t a i l a s I am t r y i n g to 

do t o n i g h t , j u s t as a s o r t of acknowledgment of t h e o b l i g a t i o n and a s su rance 

t h a t a t l e a s t I d o n ' t i n t e n d t o permi t i t to be ou t l awed . 

When your P r e s i d e n t extended the i n v i t a t i o n to me t c come h e r e t h i s 

even ing he conveyed the i n c i d e n t a l a s s u r a n c e t h a t I would no t be expec ted 

to make a speech . Inasmuch as I subsequen t ly d i s c o v e r e d t h a t I had been pu t 

down f o r an add re s s on a h i g h l y fo rmidab le s u b j e c t , I wish him to know h e r e 

and now t h a t he d i d n ' t f o o l me f o r a moment. I knew a l l the t ime t h a t I 

would have to make a speech , and the b e s t t es t imony I can g ive of my app re -
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c i a t i o n of the honor you have done me, c o n s i s t s in the f a c t t h a t I aim 

h e r e , even a t the p r i c e of having to make a speech. But I c a n ' t r e f r a i n 

from saying t h a t sometimes I have wondered i f we wou ldn ' t ge t on f a s t e r 

with t a k i n g the government out of b u s i n e s s , and p u t t i n g bus ines s i n t o 

government, i f you men of a f f a i r s could be induced to r e a d j u s t the s o c i a l 

ameni t i es so t h a t o c c a s i o n a l l y a . ve i l - in t en t ioned c i t i z e n might ho ld a 

p u b l i c o f f i c e wi thout i n c u r r i n g the susp ic ion t h a t ha r e a l l y does i t b e -

cause i t i s h i s only chance to get a f u l l - N e l s o n ho ld on an occas iona l 

audience and compel i t to l i s t e n , whether i t wants t o do so or n o t . 

I f i n d myself s e t down f o r some observa t ions about the d e s i r a b i l i t y 

of the f u l l e s t p o s s i b l e exchange of c r e d i t i n fo rma t ion . That means of 

course the f u l l e s t measure of coopera t ion to a s su re the soundness of the 

bus ines s and banking s t r u c t u r e , Now, we bankers have long taken p r i d e i n 

the c la im t h a t ours i s the g r e a t e s t coope ra t ive , the most h i g h l y s o c i a l i z e d 

bus ines s in the world. The man who f i r s t conceived the idea of mobi l i z ing 

the c r e d i t s , the l i q u i d resources and working a s s e t s of a community, 

through the f u n c t i o n i n g of a bank, took t h e l onges t s t e p toward developing 

a working phi losophy and procedure in s o c i a l i s m , t h a t has ever been t a k e n . 

Al l the ph i losoph ies of Kar l Marx and Proudhon a re as a drop i n t h e bucket 

compared with the tremendous s o c i a l f a c t t h a t was accomplished when the 

f i r s t bank of d e p o s i t , i s s u e and d i s c o u n t , was s e t up . There i s a f a c t ; 

a b i g , fundamental f a c t to which I wish i t were p o s s i b l e to d i v e r t some of 

the a t t e n t i o n of those p a l e p ink r a d i c a l s who nowadays propose to accom-

p l i s h an economic r e v o l u t i o n in the i n t e r e s t of t h e p u b l i c , by such mild 

and moderate p roposa l s as hanging the bankers and sending the "money t r u s t " 

to p e r d i t i o n # 
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A proper exchange of c r e d i t in format ion , i t has always seemed, 

to me, i s a l o g i c a l and i ne v i t a b l e development in l i n e with t h a t p rogres s ive 

s o c i a l i z a t i o n which has been going on in the realm of bus iness and f inance 

from the time when the f i r s t bank of depos i t and d i scount was s e t up . The 

whole s t r u c t u r e n e c e s s a r i l y r e s t s upon good f a i t h , upon mutual conf idence , 

and upon c e r t a i n r u l e s der ived from bus iness experience which j u s t i f i e s us 

in expect ing tha t most debtors wi l l pay, and t ha t the g rea t ma j o r i t y of 

d e p o s i t o r s w i l l not a l l want to withdraw the i r accounts a t the same t ime. 

I t i s reasonably safe to assume tha t t h e r e a re not many among you ex-

per ienced gentlemen who are in t h i s room, who s e r i o u s l y be l i eve in the 

guarantee of bank d e p o s i t s . Yet there i s a la rge c l a s s of people in the 

community who are convinced tha t such a system could be made to work, and 

tha t i t ought to be and would be but f o r the unreasoning h o s t i l i t y of the 

bankers . Now, i t seems to me tha t the neares t pos s ib l e and p r a c t i c a l ap-

proach to an e f f e c t i v e and sa fe guarantee of bank d e p o s i t s , would be found 

in a system tha t would come neares t to e l imina t ing the danger of bad loans . 

I f a l l borrowers were good, a l l the a s s e t s of the banks would be good, a l l 

the depos i t o r s would be f u l l y secured, bank f a i l u r e s wouldn' t happen, the 

curve of i n f l a t i o n and d e f l a t i o n would be very much f l a t t e n e d o u t , and in 

s h o r t , t h e l i f e of the bus iness man and the banker would become one long* 

sweet dream. 

Quite obviously , the way to accomplish a l l t h i s i s , so n e a r l y as 

p o s s i b l e , to insure t ha t the banker w i l l not make u n f o r t u n a t e l o a n s . I f 

t ha t could be e f f e c t e d the dishonest man would get no loans , the r e c k l e s s 

man would be compelled to have a care about h i s a f f a i r s , the specu la to r 

would be kept measurably under c o n t r o l . On the o ther s ide of the s h e e t , 
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t h i s conserva t ion of c r e d i t resources would make i t p o s s i b l e f o r the 

honest man, the man of c h a r a c t e r , and p r o b i t y , and i n d u s t r y , and s ince re 

good i n t e n t i o n s , to get the f a i r show and f a i r share to which he i s en-

t i t l e d . There w i l l always be enough of competi t ion among banks, enough 

v a r i a t i o n in the psychology, the po in t s of view, the h a b i t s of mind, of 

i nd iv idua l bankers", to prevent the c r e a t i o n of anything l i k e a t r u s t in 

moneys and c r e d i t s . The proper o rgan iza t ion and in terchange of c r e d i t 

informat ion i s , in s h o r t , simply one s t ep in the evo lu t ion of the funda-

mental idea of the bank, toward a more near ly p e r f e c t es tab l i shment in 

i t s s o c i a l and economic r e l a t i o n s to the community. 

The c r e a t i o n of c l e a r i ng houses and t h e i r development has marked 

a long progress toward the r e a l i z a t i o n of t h i s i d e a l in banking. The 

c l e a r i n g house examiner system, which i s now e s t a b l i s h e d in a cons iderable 

number of c i t i e s , w a s a n a t u r a l development, po in t i ng i n the d i r e c t i o n of 

tha t mob i l i za t ion of c r e d i t informat ion which, once p e r f e c t e d and in 

p r a c t i c a l ope ra t ion , would be wellnigh the f i n a l guarantee of banking 

s e c u r i t y and t h e r e f o r e of business s t a b i l i t y . 

I t i s i n e v i t a b l e t h a t , j u s t a s the re w i l l always be some people 

who i n s i s t upon such f a l s e remedies as the guarantee of d e p o s i t s , so 

the re w i l l a l so be people to objec t most s t renuously t o the a p p l i c a t i o n 

of some good and e f f i c i e n t measures of c o n t r o l . There a r e many among the 

older bankers who can y e t remember when the r i g h t of the s t a t e to e n t e r , 

examine, and pub l i sh the r e p o r t s of cond i t ion of banks, was b i t t e r l y 

con te s t ed . But who, in the i n t e r e s t of e i t h e r the borrower or the l e n d e r , 

the bank or i t s customer, would today propose t ha t examination and pub-
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l i s h e d r e p o r t s 1)8 dona away with? 

In l i n e -vitii the growth of these i n s t r u m e n t a l i t i e s , has been 

the development of c r e d i t a s s o c i a t i o n s . The c r e d i t man has coma i n t o 

h i s own. He i s recognizee, a s one of t h e most impor tant f a c t o r s i n every 

b u s i n e s s . Indeed, the c r e d i t man i s t he f i r s t l i n e of s a f e t y , behind 

which a l l accommodations can reasonably be marshal led wi th s a f e t y . In 

h i s l o c a l , r eg iona l and n a t i o n a l a s s o c i a t i o n s , he has c o n t r i b u t e d enormously 

to the e s t ab l i shment of r e l i a b l e methods of bus ines s and of c r e d i t ex-

t e n s i o n . To a r t i c u l a t e h i s work with such a f a b r i c of c r e d i t in fo rmat ion 

as has been sugges ted , would f a r t h e r s t r eng then the e n t i r e bus ines s and 

banking s t r u c t u r e . 

We must always keep i n mind, and in the d i s c u s s i o n of such 

t o p i c s a s t h i s we can n o t too p e r s i s t e n t l y remind the p u b l i c , t h a t t he 

banker does h i s bus ine s s c h i e f l y with o the r people J s money. Whatever i s 

good f o r the banker , as a measure of assurance and s e c u r i t y and soundness, 

i s good f o r the p u b l i c which d e p o s i t s with him. I t i s good a l s o f o r t h a t 

overwhelming preponderance of the p u b l i c which, whether borrower or d e -

p o s i t o r or bo th , i s a c t u a t e d by good, sound, hones t i n t e n t i o n s . I t i s 

a l t o g e t h e r to the i n t e r e s t of the banks t h a t bus iness s h a l l be kep t sound 

and s a f e . I t i s e q u a l l y to the i n t e r e s t of b u s i n e s s , l e g i t i m a t e and d e -

se rv ing b u s i n e s s , t h a t the banks s h a l l be sound, r e l i a b l e , and s h a l l en joy 

the confidence of the community. These th ings can only be p o s s i b l e i f the 

banker posses ses the f u l l e s t and most r e l i a b l e i n fo rma t ion concerning the 

s t a t u s of h i s cus tomers . In the long run , the customers w i l l be the 

g r e a t e s t b e n e f i c i a r y , f o r such a system as t h i s , a p p l i e d i n moderat ion 
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Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



FEDERAL RESERVE BOARD 
WASHINGTON 

May 26, 1923. 

X-3722 

S u b j e c t : F i s c a l Agency Expenses ,~ Reimbursable» 

%• dea r Governor: 

I am handing you a copy of a l e t t e r from Hon. 

S, P» G i l b e r t , J r . , Under Sec re ta ry of tho Treasury , which 

i s s e l f - e x p l a n a t o r y . You w i l l n o t e , hovever , t h a t he i s r e -

q u e s t i n g t h a t each of the Federa l Reserve Banks submit a s soon 

as p o s s i b l e , bu t no t l a t e r than June 30th , an e s t i m a t e Of reim-

bursab le f i s c a l agency expenses t h a t v i l l be i ncu r red dur ing 

the f i s c a l year beginning J u l y 1 , 1923 and ending June 30, 1924. 

You 'will a l s o note t h a t the Treasury proposes t o re 

imburse Federal Reserve Banks f o r a c t u a l and necessa ry expenses 

incur red in connect ion - n t h the i s s u e of p u b l i c deb t s e c u r i t i e s 

f o r the f i s c a l year ending June 30, 1924. 

Kindly give t h i s your prompt a t t e n t i o n . 

Very t r u l y yours , 

Governor. 

(Enclosure) 

TO GOVERNORS OF ALL F . R. BANKS. 
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TREASURY DEPARTMENT 

WASHINGTON 

X-3J22a 

May 25, 192) . 

My dear Governor: 

On J u l y 5 , 1922, I advised the Board with r e spec t to f i s c a l 

agency expenses t h a t , a t l e a s t u n t i l the c lose of the calendar year 

1922, the Department would proceed on the b a s i s followed dur ing the 

f i s c a l year ended June JO, 1922, and t ha t upon the submission of claims 

t h e r e f o r Federal Reserve Banks would be reimbursed necessary and a c t u a l 

expenses incurred i n connection with new i ssues of pub l i c debt s e c u r i -

t i e s . Receipt of my l e t t e r of Ju ly 5th was acknowledged by the Governor 

of the Federal Reserve Board on Ju ly 6 , 1922, -vith advice t h a t a copy 

of my l e t t e r was teing sent each Federal Reserve Bank* 

This i s t o advise you tha t during the f i s c a l year beginning 

Ju ly 1 , 1923 and ending June 30, 1924, the sane b a s i s w i l l be continued 

and the p r i n c i p l e of reimbursing Federal Reserve Banks f o r a c t u a l nec-

essa ry expenses incurred in connection with new i s s u e s of p u b l i c debt 

s e c u r i t i e s w i l l be observed as h e r e t o f o r e • 

Your cour tesy wi l l be apprec ia ted if you w i l l reques t each 

Federa l Reserve Bank to submit a s soon as p o s s i b l e , and not l a t e r than 

June 30th, an es t imate of reimbursable f i s c a l agenfcy expenses t h a t v i l l 

be incurred dur ing the f i s c a l year beginning J u l y 1 , 1923 and ending 

June 30, 192U. This informat ion i s necessary f o r i nc lu s ion in the 

budget f i g u r e s . The expenses in t h i s connection should show a 

very important r educ t ion fo r the year in q u e s t i o n . The Department 
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contemplates no l a r g e r e f u n d i n g or o ther e x t r a o r d i n a r y o p e r a t i o n s * 

So f a r a s can be f o r e s e e n , new i s s u e s w i l l c o n s i s t of p e r i o d i c i s s u 

of Treasury c e r t i f i c a t e s , and p o s s i b l y Treasury n o t e s , and con-

t i n u i n g i s sue s of Treasury savings c e r t i f i c a t e s . 

Very t r u l y yours , 

(Signed) S. P . G i l b e r t , J r . 

Under S e c r e t a r y . 

Honorable D. B« C r i s s i n g e r , 

Governor, Federa l Reserve Board. 
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COPY 
X-3723 

FEDERAL RESERVE BANK 
OF SAN FRANCISCO 

. May 21, 1923. 

In r e : Promissory Notes Sheared, by 
Mortgages - C a l i f o r n i a -
Recent L e g i s l a t i o n . 

Walter Wyatt , Esq.., 
General Counsel 
Federal Reserve Board, 
Washington, D. C» 

Dear Mr. Wyatt: 

Reference i s made to "Msmorandum of A u t h o r i t i e s in r e 
N e g o t i a b i l i t y of Promissory Notes secured by Mortgages" prepared 
by me under da t e January 20, 1922. Copies of t h i s memorandum were 
forwarded by t h i s bank to the Federal Reserve Board. I unders tand 
t h a t mimeograph copies were prepared by the Board and d i s t r i b u t e d 
to a l l of the Federa l Reserve Banks. 

In the memorandum r e f e r r e d t o (pages 12 - 19) a t t e n t i o n 
i s c a l l e d t-o the f a c t t h a t the cour t s of C a l i f o r n i a had adopted the 
extreme p o s i t i o n - o f h o l d i n g t h a t when a. no te i s secured by a con-
temporaneous mortgage, whether on r e a l or personal p r o p e r t y , both 
ins t ruments having been executed as p a r t of one t r a n s a c t i o n and 
having come i n t o t h e posses s ion of one wi th knowledge of the mor t -
gage s e c u r i t y , such promissory n o t e , whether nego t i ab l e i n form or 
n o t , i s non -nego t i ab l e in f a c t . This r u l e has been adhered to in 
C a l i f o r n i a in r e l a t i o n to promissory no te s s ince the e a r l y case 
of Meyer v s . Weber, 133 Cal . 6 g l . 

R e a l i z i n g tha s e r i ous d isadvantages a r i s i n g by reason 
of t h i s s i t u a t i o n , I was requested by the o f f i c e r s of t h i s bank 
to a t t empt to ob ta in some remedial l e g i s l a t i o n a t the s e s s i o n of 
the C a l i f o r n i a L e g i s l a t u r e j u s t ad jou rned . A f t e r c o n f e r r i n g with 
the l e g i s l a t i v e committee of the C a l i f o r n i a Bankers A s s o c i a t i o n , 
and wi th the support of t h a t a s s o c i a t i o n , I caused t o be i n t r o -
duced a t the r e c e n t s e s s ion of our L e g i s l a t u r e a b i l l amending s e c -
t i o n 3265 of the C i v i l Cole of t h i s S t a t e . The amendment i s under 
scored on the copy of the b i l l t r an smi t t ed he rewi th . I am glad, 
to say t h a t t h i s b i l l was passed by both houses of the L e g i s l a t u r e 
and was s igned by the Governor on May 31 1923• I t becomes 
e f f e c t i v e August l g , 1923* 
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I t of course remains to be seen what e f f e c t the cou r t s of 
t h i s S t a t s w i l l give to the added p r o v i s i o n . Sec t ion 726, C. C. P . 
which p rov ides t h a t only one a c t i o n may be brought to enforce an 
indebtedness secured by mortgage and t h a t such a c t i o n mast be by way 
of forec losure- , was no t changed. The ho lde r of a. promissory no te 
secured by a mortgage cannot , in t h i s S t a t e , d i s r e g a r d the mortgage 
s e c u r i t y and b r i n g a c t i o n upon the no te as though i t were unsecured 
"unless the mortgaged p r o p e r t y h a s , without f a u l t on the p a r t of the 
mortgagee, become e n t i r e l y v a l u e l e s s . I t i s p o s s i b l e , t h e r e f o r e , 
tha t the cou r t s w i l l ho ld t h a t s ince the h o l d e r of the mortgage note 
mast come i n t o a cour t of equ i ty and f o r e c l o s e under the mortgage, 
he i s bound by such terms of the mortgage as secure e q u i t i e s between 
himsel f and the mortgagor . In view of the c l e a r i n t e n t i o n of the 
L e g i s l a t u r e , as expressed in the r e c e n t l y enacted s t a t u t e , however, 
I do not see how t h i s conclus ion can reasonably be r eached . 

Not long ago, we had some correspondence with the Federal 
Reserve Bank of Boston r e l a t i v e to the r e f u s a l of t h a t bank to p u r -
chase c e r t a i n paper o r i g i n a t i n g in C a l i f o r n i a and secured by mort-
gages executed in t h i s s t a t e on c a t t l e . The Federal Reserve Bank 
of Boston s t a t e d t h a t t h e i r reason f o r r e f u s i n g to take the paper 
was t h a t under the memorandum prepared by m-j and i n t h e i r p o s s e s s i o n , 
i t c l e a r l y appeared t h a t such paper was non-negot iab le and t h e r e f o r e 
i n e l i g i b l e . In order t h a t the banks may be advised of t h i s r e c e n t 
change in the Ca l i fo rn ia , law, I suggest t h a t copies of the b i l l be 
forwarded to the va r ious Federal r e s e r v e banks with such comments as 
you may deem appropr i a t e* 

Yours very t r u l y , 

(Signed) Alber t C. Agnew 

Counsel. 
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AMENDED IN ASSEMBLY MARCH 27, 1923. 

ASSEMBLY BILL 

X - 3 7 2 3 - a 

NO. 233 

INTRODUCED BY MR. SPENCE, 

January 25, 1923" 

Refer red to Committee on J u d i c i a r y . 

An ac t t o (amend s e c t i o n three thousand two hundred s i x t y - f i v e of the 
Civ i l Code, r e l a t i n g t o nego t i ab le i n s t r u m e n t s . ) 

The people of the S t a t e of C a l i f o r n i a do enact as f o l l o w s : 

(Sec t ion 1 . Sec t ion th ree thousand two hundred s i x t y - f i v e of 
tha C i v i l Code i s hereby amended to read as f o l l ows : 

3265. A nego t i ab l e promissory note wi th in the meaning of t h i s 
t i t l e i s an uncond i t iona l promise in w r i t i n g made by one person to 
ano the r , s igned by the maker, engaging t o pay on demand, or a t a 
f i x e d or de terminable f u t u r e t ime, a sum c e r t a i n in money to order 
or to b e a r e r but the n e g o t i a b i l i t y of a promissory no te otherwise 
nego t i ab le in form, secured b.v a mortgage or deed of t r u s t upon r e a l 
or pe r sona l p rope r ty s h a l l not be a f f e c t e d or abr idged by reason of 
a s ta tement t h e r e i n t h a t i t i s so secured , nor by reason of the f a c t 
t h a t sa id inst rument is so secured nor by any cond i t i ons contained in 
the mortgage or deed of t r u s t s ecu r ing the same. Where a no te i s 
drawn to the maker 's own order i t i s no t complete u n t i l indorsed 
by him.) 

Passed by both houses of the Assembly and signed by thd Governor 
May 3, 1923* E f f e c t i v e August I S , 1923-
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO t 
THE FEDERAL RESERVE B O A R D X " ^ J 2 H -

May 29, 1923, 

SUBJECT: Funct ional Expenses, 
F i r s t Quar te r , 1923* 

Dear S i r : 

The Board1s Committee on Economy and E f f i c i e n c y has 
s tud ied the comparative e x h i b i t of f u n c t i o n a l expenses f o r the 
f i r s t q u a r t e r of I923, copies of which were sent to your bank on 
May 12. This study i n d i c a t e s to the Committee, as i t has no 
doubt a l s o ind ica t ed to you, t h a t the wide v a r i a t i o n s in expenses 
shown by t h i s e x h i b i t cannot be accounted f o r by d i f f e r e n c e s in 
the a c t u a l c o s t s of the s e v e r a l banks , nor by degrees of e f f i c i e n c y 
in per forming the work. As an i l l u s t r a t i o n , r e f e r e n c e i s made to 
the f i g u r e s repor ted f o r the "Country Checks" u n i t which show a 
range in u n i t cos t s from *298 t o o57* The banks a t t he two ex -
tremes in t h i s p a r t i c u l a r u n i t a re hand l ing p r a c t i c a l l y the same 
t o t a l volume of work, and i t i s a t once apparent t h a t such a v a r i a -
t i on cannot r e f l e c t the exact r e s u l t s obta ined in the two banks. 

In order to determine the cause of these v a r i a t i o n s and 
a t the same time to secure informat ion which i t i s hoped w i l l r e -
s u l t i n b r ing ing the u n i t cos t s wi th in a c lo se r range , the Committee 
has decided t o b r ing to the p a r t i c u l a r a t t e n t i o n of each bank a few 
of the i n s t a n c e s where i t s f i g u r e s a re cons ide rab ly h i g h e r than the 
average f o r the system, or in the case of expenses f o r which u n i t 
cos t s are not a v a i l a b l e , i n s t ances where the expense appears to be 
otherwise out of l i n e * The items thus c a l l e d to your a t t e n t i o n are 
r e f e r r e d to on a s epa ra t e shee t enclosed herewi th• 

The Committee r e a l i z e s f u l l y t h a t because of d i f f e r e n c e s 
in the o r g a n i z a t i o n of the banks and in the a l l o c a t i o n of va r ious 
ope ra t ions w i th in the bank, l o c a l cond i t ions and o t h e r f a c t o r s , i t 
w i l l no t be pos s ib l e to secure a b s o l u t e l y comparable f i g u r e s as to 
the cos t of the ope ra t ion of each u n i t provided f o r i n Schedule E, 
I t does b e l i e v e , n e v e r t h e l e s s , t h a t wi th the i n s t r u c t i o n s which have 
been prepared f o r the p r e p a r a t i o n of t h i s schedule , i t should be 
p o s s i b l e f o r a l l banks to r epo r t f i g u r e s s u b s t a n t i a l l y c o r r e c t and 
t h a t when such f i g u r e s a r e rece ived a comparison of the c o s t s of the 
s eve ra l banks w i l l be of r e a l value to the system. 

You are asked, t h e r e f o r e , to c a r e f u l l y i n v e s t i g a t e the 
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items r e f e r r e d to with a view to determining the cause f o r the 
wide v a r i a t i o n in the f i g u r e s , and to advise the Committee f u l l y , 
as promptly as p o s s i b l e , with r e fe rence t h e r e t o . 

Very t r u l y yours , 

A. C. M i l l e r , Chairman, 
Committee on Economy and E f f i c i e n c y . 

(Enclosure) 

TO ALL G0V3RN0RS, COPIES 10 CHAIRMEN OF PROCEDURE COMMITTEES. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3726 
May 29, 1923' 

SUBJECT: Con ..nit t e e on Economy and E f f i c i e n c y . 

Dear Sir: 

In pursuance of its plait of keeping the Reserve Banks 
in touch with the work of the Board's Committee on Economy and Ef-
ficiency, there has been forwarded to you as Chairman of the Board 
of Directors of your bank, each month, an exhibit showing in com-
parative form the costs of operating each function and expense unit 
of the several Federal Reserve Banks and Branches for the month. 
There have also been sent you from time to time letters informing 
jtoti of the general progress of the Committee's work. This letter 
is being sent to inform you and the officers of your bank of recent 
developments and the present status of the Committee's work, also 
of certain changes it is desired to make in the compilation of the 
expense reports. 

In a letter dated December 12, 1922, X-3582, there was 
outlined a plan for a study of the four major functions of the banks. 
Such a study has since been made of the following functions: 

Currency and Coin 
Transit and Collections 
Accounting 
Loans, Rediscounts and Investments* 

During April the representatives of the banks met in twelve 
different groups, three for each of the four functions under review* 
At these meetings there was a discussion and comparison of the methods 
of the four banks in each group, following which the chairman of each 
group prepared a report setting forth in comparative form the methods 
of the banks, and wherever possible a comparison of the unit costs. 

The group chairmen have since met with the Board's Com-
mittee for a study and discussion of the results accomplished from 
this survey. Much information has been collected which it is believed 
will be of value to the banks. Die Board's Corns it tee is of the 
opinion that better results will follow from the passing on to the 
banks of comments and suggestions respecting specific operations, 
than would result from an attempt to make a complete report of the 
entire survey, much of which report would be of comparatively little 
interest. This policy will, therefore, be pursued and as the study 
of the material now in hand progresses, the banks will be fully in-
formed of anything which will be of interest to them. The group 
chairmen have reported that the bank representatives were practically 
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unanimous i n s t a t i n g t h a t much "benefit had a l r e a d y r e s u l t e d from the 
s tudy and comparison of methods, and from these r e p o r t s i t i s apparent 
t h a t n e a r l y a l l of the banks have p r o f i t e d as a r e s u l t of t h i s i n t e r -
change of i n fo rma t ion and i d e a s . 

At t h e meeting of bank r e p r e s e n t a t i v e s h e l d i n Chicago on 
December 13, 1922, i t was recommended t h a t a s soon as p r a c t i c a b l e , 
Form E would, he d i scon t inued as a monthly r e p o r t . I t has now been de -
c ided to take t h i s s t e p and the banks a r e , t h e r e f o r e , a d v i s e d tha t 
t h i s r e p o r t need no longer be sent monthly to t h e Board ' s Committee on 
Economy and E f f i c i e n c y , ba t t h a t i t should b e submit ted q u a r t e r l y , the 
next r e p o r t t o be f o r the q u a r t e r ending June ) 0 , 1923* 

As a r e s u l t of the r e c e n t survey i t seems a d v i s a b l e to make 
a few changes in t h i s r e p o r t and i n the d e t a i l e d i n s t r u c t i o n s r e l a t i n g 
to i t . I t i s r eques ted t h a t t h e s e changes be r e f l e c t e d i n the r e p o r t 
f o r t h e f u l l qua r t e r ending June 30 n e x t . These changes a r e as f o l l ows : 

1 . The "Receiving and Proving Checks" u n i t of the Check 
Co l l ec t ion Funct ion inc luded on page 18 of the r e -
p o r t i s to be e l imina t ed . The survey i n d i c a t e s 
t h a t the m a j o r i t y of the banks do n o t have t h e i r 
o rgan iza t ions d ivided i n such a way as to make i t 
p o s s i b l e to ob t a in accu ra t e c o s t s f o r t h i s u n i t , 
and t h a t the convenience of the m a j o r i t y w i l l be 
b e t t e r s u i t e d and more accu ra t e f i g u r e s ob ta ined 
by inc lud ing the cost of t h i s ope ra t ion as a p a r t 
of the cost of hand l ing the s eve ra l c l a s s e s of 
checks included i n t h i s f u n c t i o n under t h e i r r e -
spec t ive head ings . You a r e , t h e r e f o r e , r e q u e s t e d 
to cancel e n t i r e l y t h e upper h a l f of page B-)9 in 
the manual of i n s t r u c t i o n s f o r the d i s t r i b u t i o n of 
expenses , which w i l l r e s u l t in t h e complete e l i m i n a t i o n 
of the "Receiving and Proving ^Checks" u n i t . The 
f i v e ope ra t i ons former ly se t up under the "Receiving 
and Proving Checks" u n i t , namely -

Receiving 
F ix ing l i a b i l i t y da t e 
Endorsing 
S o r t i n g ( f i r s t s o r t ) 
L i s t i n g (proof of incoming cash l e t t e r ) 

or as many of them a s a r e a p p l i c a b l e , should then 
be added t o each of the f i v e o the r u n i t s maMng up 
the Check Co l l ec t i on Funct ion , namely -

C i t y checks ( c l e a r i n g s ) 
C i t y checks (o the r than c l e a r i n g s ) 
Government checks 
Country checks 
Return Items » 
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2 . "Member Banks' Accounts" u n i t and "Reserve De-
f i c i e n c i e s " -unit appear ing on page 22 of the r e p o r t 
a r e to be combined, h e r e a f t e r r e p o r t i n g the e n t i r e 
expense under the u n i t "Member Banks' Accounts" . 
S i m i l a r l y pages B-49 and B-50 of the manual of i n -
s t r u c t i o n s f o r the d i s t r i b u t i o n of expenses should 
ba changed by adding to t h e ope ra t ions l i s t e d under 
"Member Banks' Accounts" on page B-49, a l l opera t ions 
now l i s t e d under "Reserve D e f i c i e n c i e s " on page B-50. 
This change i s considered d e s i r a b l e f o r the reason 
t h a t in most of the banks a l l or a cons ide rab le 
p o r t i o n of the work fo rmer ly a l l o c a t e d t o "Reserve 
D e f i c i e n c i e s " i s performed by the same c l e r k s who 
perform the ope ra t ions a l l o c a t e d to "Member Banks' 
Accounts". 

3• There i s a l s o to be a change in the measurement of 
the volume of work performed i n "Recording Loans and 
Rediscounts" u n i t of the Loans, Rediscounts and I n -
vestments Funct ion . To accomplish t h i s r e s u l t i t 
i s r eques ted tha t the re be added on page 33 of t h e 
r e p o r t , t o appear as the l a s t i tem under "Recording 
Loans and Rediscounts" u n i t , the f o l l o w i n g -

Number of no te s rebated* 

I t i s then requested t h a t the f i g u r e appea r ing as 
the t o t a l on the t h i r d l i n e under t h i s u n i t be the 
t o t a l of the fo l lowing : 

Number of no tes red iscounted 
Number of c o l l a t e r a l no tes d i scounted 
Number of no tes r ece ived a s c o l l a t e r a l to 

b i l l s payable 
Number of no tes rece ived as a d d i t i o n a l 

c o l l a t e r a l to genera l l i n e 
Number of n o t e s r eba t ed , 

In t h i s way the t o t a l r epo r t ed as "Volume" w i l l i n -
clude a l l no tes a c t u a l l y handled . This change i s 
made f o r the reason t h a t there i s ve ry n e a r l y as 
much work connected with no te s r e b a t e d and no tes 
rece ived a s c o l l a t e r a l a s in the case of no te s 
a c t u a l l y d i scoun ted . A corresponding change should 
be made on page D-2 of the manual of i n s t r u c t i o n s . 

In the course of the r ecen t survey i t appeared t h a t s eve ra l of 
the bank r e p r e s e n t a t i v e s were u n f a m i l i a r wi th the f u n c t i o n a l expense ex -
h i b i t now be ing prepared and d i s t r i b u t e d by the Board ' s Committee, and 
i n some cases had had no p rev ious oppor tun i ty of s t u p i n g the comparisons 
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of the expanse of the s e v e r a l banks f o r t h e i r p a r t i c u l a r func t ions« 
The Board ' s Committee i s now f u r n i s h i n g to each bank two copies of 
t h i s e x h i b i t and w i l l be glad to f u r n i s h more upon request# I t i s 
suggested t h a t one copy of t h i s repor t be s p l i t up and d i s t r i b u t e d 
so tha t each o f f i c e r w i l l r ece ive tha t p o r t i o n of the r e p o r t i n 
which he i s p a r t i c u l a r l y i n t e r e s t e d . 

The Board ' s Committee wishes to express i t s a p p r e c i a t i o n 
of the work done by the o f f i c e r s of the s eve ra l banks who were d e s i g -
na ted t o r e p r e s e n t t h e i r r e s p e c t i v e i n s t i t u t i o n s i n the conduct ing 
of the r ecen t s tudy of the f o u r f u n c t i o n s . With such cooperation:- ' 
between the banks as was mani fes ted a t t he se conferences i t should 
be p o s s i b l e to accomplish much i n the way of economy and e f f i c i e n c y 
of ope ra t ion of the Reserve Banks. 

Very t r u l y you r s , 

A. C. M i l l e r , Chairman 
Committee on Economy and E f f i c i e n c y 

To Chairmen of a l l Federa l Reserve Banks, 
Copies t o the Governors & Chairmen of Procedure Committees 
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F E D E R A L R E S E R V E B O A R D 

For r e l e a s e in Afternoon Papers , X-3727 
Thursday, May 3%, 1923-

CONDITION OF ACCEPTANCE MARKET 

APRIL 15 TO MAY 15, 1923-

During the e a r l y p a r t of the p e r i o d , Apri l 15 to May 15, 

the supply of acceptances was f a i r l y l a rge and the demand gene ra l l y 

l i m i t e d . Following an advance from a range of 4 l / g to 4 l / 4 , t o a 

range of 4 l / 4 to 4 3/S per cent in o f f e r i n g r a t e s by d e a l e r s s h o r t l y 

a f t e r the beginning of t he per iod#an inc rease i n t he demand f o r b i l l s 

and a decrease i n the supply was noted and b i l l s , e s p e c i a l l y of s h o r t 

m a t u r i t i e s , moved f r e e l y . This gradual ly led to a d e c l i n e of r a t e s t o 

t h e i r e a r l i e r l e v e l and the market remained comparat ively q u i e t u n t i l 

the end of the p e r i o d . In the ea r ly weeks the b e s t demand was f o r 

b i l l s of 30 to GO day m a t u r i t i e s , but dur ing the l a t t e r weeks b i l l s of 

longer m a t u r i t i e s were in demand. Ci ty banks were the p r i n c i p a l buyers 

of accep tances , a l though some demands from country banks ware e v i d e n t . 

Rates f o r 30 to 90 day b i l l s dur ing the per iod ranged from 

4 l / g to 4 3 /8 o f f e r e d , and 4 to 4 l / 4 b i d ; 

Hew b i l l s which came in to the market dur ing the pe r iod were 

drawn in the e a s t e r n markets p r i n c i p a l l y a g a i n s t sugar , c o t t o n , s i l k , 

g r a i n , wool, l e a t h e r , and tobacco, whi le i n the i n t e r i o r b i l l s were 

drawn a g a i n s t meats , p r o v i s i o n s , g r a in s , c o a l , r a i s i n s , rubber , and 

a g r i c u l t u r a l implements. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3728 

May 31 , 1923. 

SUBJECT: Rules Governing Examination of S t a t e 
Member Banks. 

Dear S i r : 

The correspondence rece ived by the Board s ince the 
d i s p a t c h of a t e legram supplementing i t s l e t t e r X£»3§23, on "Rules 
governing examinat ion of S t a t e member banks" , i n d i c a t e s an i n -
c l i n a t i o n t o give too l i b e r a l i n t e r p r e t a t i o n to t h e p r i n c i p l e s 
l a i d down by the Board. 

When the Board au thor ized the banks to make pu re ly 
c r e d i t i n v e s t i g a t i o n s of member banks , without a s s e s s i n g t h e 
c o s t s , i t was done i n the i n t e r e s t of good c r e d i t a d m i n i s t r a -
t i o n and i t was no t intended t h a t t h i s a u t h o r i t y should be usad 
as a b a s i s f o r conduct ing examinations wi thout a s s e s s i n g the 
c o s t s * 

A c r e d i t i n v e s t i g a t i o n such as the Board in tended to 
a u t h o r i z e should be conf ined to an i n spec t i on and a p p r a i s a l of 
such tif the a s s e t s of a member bank as are r ep re sen t ed by loans 
to i t s customers and any f u r t h e r a c t i v i t y by the examiners of a 
r e s e r v e bank to determine the c o n d i t i o n (solvency) of a member 
bank i s to be cons idered an examination wi th in the meaning of 
the Fede ra l Reserve Act and the c o s t s thereof must be a s s e s s e d . 

By o rde r of the Federa l Reserve Board , 

Very t r u l y you r s , 

Wm. W« Hoxton, 
S e c r e t a r y . 

To a l l Fede ra l Reserve Agents-
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3731 
June 1 , 1923. 

SUBJECT: Shipments of Currency to Foreign Coun t r i e s . 

Dear S i r : 

I t has "been r e p o r t e d to the Board t ha t there have been 
seve ra l r e c e n t in s t ances of the phys ica l shipment of currency to 
Europe i n r e l a t i v e l y l a r g e amounts. There i s , of cour se , a t a l l 
times a cons ide rab le f low abroad of American currency i n small 
sums and a t t imes a l s o the f low to Caribbean c o u n t r i e s has been 
large> But i n view of these r ecen t shipments to Europe i t seems 
d e s i r a b l e to a s c e r t a i n , i f p o s s i b l e , to what ex ten t such t r a n s -
a c t i o n s a re now be ing c a r r i e d on, 

(Phis l e t t e r i s be ing addressed to a l l Federa l Reserve 
Agents and the Board would a p p r e c i a t e your add re s s ing a number of 
your more important member banks ask ing them to submit monthly 
f i g u r e s r e p o r t i n g , f o r a l i m i t e d p e r i o d , shipments abroad and r e -
c e i p t s f rom abroad* I f , a f t e r a number of months, t h e r e prove t o 
be very few or no such shipments or r e c e i p t s , the r e p o r t s may 
well be d i s c o n t i n u e d . In any case , shipments and r e c e i p t s i n 
amounts smal ler than $10,000 may be d i s r e g a r d e d . 

A suggested form of a l e t t e r to the member banks i s 
a t t ached f o r your c o n s i d e r a t i o n and use i f you d e s i r e . 

By order of t he Federal Reserve Board. 

Very t r u l y yours , 

Wm» fft Hoxton, 
S e c r e t a r y . 

(Enclosures) 
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FORM AF. X-3731a 

X Y Z Bank, 

X Y Z C i t y . 

Gentlemen: 

While t he re i s a t a l l t imes a cons iderab le f l o w abroad of 
American currency in smal l amounts and a t t imes t h e f low to Caribbean 
coun t r i e s has been l a r g e , i t i s r epo r t ed t h a t r e c e n t l y t h e r e have been 
in s t ances of the p h y s i c a l shipment of American currency to Europe in 
r e l a t i v e l y l a r g e amounts. In con junc t ion wi th s e v e r a l o the r f e d e r a l 
Reserve Banks and a t the r eques t of the Federal Reserve Board, we a r e 
hoping to a s c e r t a i n whether any cons iderab le shipments a r e now going 
forward from t h i s d i s t r i c t or w i l l go forward from t ime to time in the 
near f u t u r e ; a l s o whether such shipments a r e being o f f s e t to any ex-
t en t by r e c e i p t s of cur rency- I t i s hoped, in view of the i n t e r e s t a t -
tach ing to t h i s ma t t e r and of the ev iden t bea r ing i t has upon the c u r -
rency, and gold p o s i t i o n of the Federa l Reserve System, t h a t we may 
l e a r n from you each month whether you have made any such shipments , or 
have had any such r e c e i p t s . 

This l e t t e r i s going to a small number of the l a r g e r banks 
i n t h i s d i s t r i c t vAiich might be expected to have any such t r a n s a c t i o n s * 
All r e p l i e s w i l l be kept i n s t r i c t e s t conf idence and only t o t a l f i g u r e s 
w i l l be r e p o r t e d . I f you a re prepared to cooperate wi th us we would 
a p p r e c i a t e i t i f the f i r s t r e p o r t should cover t r a n s a c t i o n s f o r the 
calendar month of May» P l e a s e inc lude only those t r a n s a c t i o n s invo lv ing 
the p h y s i c a l shipment or r e c e i p t of currency to or from f o r e i g n 
coun t r i e s by you e i t h e r f o r your own account or f o r the account of 
customers o r correspondent banks; no t r a n s a c t i o n s c a r r i e d out f o r you 
by o ther banks should be included* Shipments or r e c e i p t s of l e s s than 
$10,000 may be d i s r e g a r d e d . 

A se t of forms on which the r epo r t may be made month by month 
i s enclosed* They are s e l f - e x p l a n a t o r y • 

Very t r u l y y o u r s , 

Federa l Reserve Agent* 
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FORM B. 

C O N F I D E N T I A L 

X-373ib 

NAME OF BA3K 

ADDRESS 

(Date) 

To the Federa l Reserve Agent, 
Federa l Reserve Bank of 

The fo l lowing i s a r e p o r t of phys i ca l shipments of American 
currency t o f o r e i g n c o u n t r i e s and r e c e i p t s of American currency from 
f o r e i g n c o u n t r i e s dur ing t h e month of • 

SHIPMENTS RECEIPTS 

Name of coun t ry Amount Name of count ry Amount 

NOTE: P l e a s e inc lude as shipments only the fo l lowing : 

(1) Amounts of $10,000 or over p h y s i c a l l y shipped abroad by 
you f o r your own account or f o r the account of cus -
tomers or correspondent banks; and 

(£) Amounts of $10,000 or over withdrawn in. currency from 
you, and known to be f o r shipment abroad. 

P l e a s e inc lude as r e c e i p t s only the fo l lowing : 

(1) Amounts of $10,000 or over a c t u a l l y r ece ived i n 
American currency from abroad by you f o r your own 
account or f o r the account of customers or c o r r e s -
pondent banks; and 

(2) Amounts of $10,000 or over depos i ted wi th you i n American 
currency and known to have been r ece ived from abroad• 

Amounts shipped or r ece ived f o r you by o ther banks a r e no t to be 
i n c l u d e d . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3732 

SUBJECT: Cuban Agency, Federal Reserve Bank. 

Dear S i r : 

I n behalf of the Federal Reserve Board, I 

acknowledge r e c e i p t of your l e t t e r of 

with r e f e r ence to the es tabl i shment of a Federal Reserve 

Bank Agency in Cuba. 

Very t r u l y yours , 

7<m. V-r. Hoxton, 
Sec re t a ry . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

x-3733 
June S, 1923, 

SUBJECT; Warehouse Receipts of Cotton. 

Dear S i r : 

P l e a s e f i n d enclosed, a copy of a l e t t e r dated May 29 th , 
addressed t o Mr. George R. ' James , Member of the Federa l Reserve 
Board, by Mr. H« S. Yohe in Charge of the Admin i s t ra t ion of the 
United S t a t e s Warehouse Act . There i s a l s o enclosed a. copy of 
each of the documents r e f e r r e d to in Mr. Yohe's l e t t e r . The system 
Of i n s p e c t i o n of warehouses in cot ton producing t e r r i t o r y under 
the United S t a t e s Warehouse Act appears c l e a r l y to be s u p e r i o r to 
the i n s p e c t i o n under s t a t e laws in soma s t a t e s , and the form of 
r e c e i p t c a l l i n g f o r a d e s c r i p t i o n of the c o t t o n b a l e s , so t h a t 
they Can be i d e n t i f i e d and so t h a t s u b s t i t u t i o n s of i n f e r i o r grades 
can not be made in the s e c u r i t y f o r loans by banks, seems f a r 
supe r io r to t h e i n d e f i n i t e r e c e i p t s used by many warehouses not 
l i c e n s e d under the United S t a t e s Act. The Board d e s i r e s a r e p o r t 
from you as to whether the condi t ions desc r ibed in Mr. Yohe's 
l e t t e r o b t a i n i n s t a t e s in your d i s t r i c t , wi th any sugges t i ons 
which may occur to you f o r improving p r e s e n t p r a c t i c e s . I s i t 
t r u e t h a t banker s , in making loans on c o t t o n , pay l i t t l e a t t e n t i o n 
to the warehouse r e c e i p t s , and give no p r e f e r e n c e to t h e l o a n s 
based on c o t t o n in warehouses l i c e n s e d under the United S t a t e s 
Warehouse Act? If so , what explana t ion i s given? 

I n g iv ing c o n s i d e r a t i o n to t h i s m a t t e r , your a t t e n t i o n 
i s c a l l e d to the r e g u l a t i o n s of the Farm Loan Board accord ing 
p r e f e r ence to the. r e c e i p t s of Federal Warehouses as s e c u r i t y . The 
Board would l i k e to r ece ive an ' exp re s s ion of your opin ion as to 
whether i t would be p r a c t i c a b l e f o r Federa l Reserve Banks to ex -
p re s s such a p r e f e r e n c e f o r the r e c e i p t s of Federa l Warehouses. 

By order of the Federa l Reserve Board. 

Very t r u l y yours , 

Wm. W. Hoxton, 
S e c r e t a r y . 
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( COPY ) 

UNITED STATES DEPARTMENT OF AGRICULTURE 
BUREAU OF AGRICULTURAL ECONOMICS 

WASHINGTON 

X-3733a 
May 29» 1923 

Mr. George R. James, 
Federa l Reserve Board, 

Treasury Department, 
Washington, D. C. 

Dear Mr. James: 

In l i n e w i th the sugges t ion made y e s t e r d a y a t our c o n f e r e n c e , and 
inasmuch as the s u b j e c t of t h i s l e t t e r was taken up f i r s t i n f o r m a l l y with 
you, I am addres s ing my communication to you. 

In the i n t e r e s t s of o r d e r l y market ing of a g r i c u l t u r a l p roduc t s 
and of bankers who loan on such products when in s t o r a g e , I take t h i s 
oppor tun i ty to c a l l to your a t t e n t i o n the Uni ted S t a t e s warehouse Act* 
The purpose of t h i s law i s to encourage o r d e r l y market ing and to give to 
bankers a form of warehouse r e c e i p t , d e f i n i t e i n i t s te rms, conveying 
such s p e c i f i c in fo rmat ion as i s e s s e n t i a l to the bankers to form a f a i r 
e s t ima te of the va lue of the p a r t i c u l a r commodities on which he i s asked 

In order t h a t each member of the Federa l Reserve Board and each 
of your twelve Federa l Reserve Banks may cons ide r t h i s s u b j e c t thoroughly , 
the re a re enclosed wi th t h i s communication the fo l lowing : 

18 cop ies of the Uni ted S t a t e s warehouse Act . 
18 copies of forms of r e c e i p t s i s sued und^r t h i s Act . 
18 copies of Service and Regulatory Announcements No. 71 -
18 copies of th ree l e t t e r s d a t e d , r e s p e c t i v e l y , May 29, 

June 5 and June 12, and addressed "To Bankers in 
Cotton Producing S t a t e s . " 

In Service and Regulatory Announcements No. you w i l l f i n d on 
page 3 a t a b l e showing the p rog res s made under t h i s Act to May 1 , 1922. 
To b r i n g t h i s i n fo rma t ion to d a t e , I would s t a t e t h a t on May 19 , 1923, 
we had warehouse space l i c e n s e d s u f f i c i e n t to accommodate commodities 
i n the amounts i n d i c a t e d : 

t o l o a n . 

Cotton 
Grain . 
Wool 
Tobacco 

2,279,1+09 b a l e s . 
19,914,547 b u s h e l s . 
32,526,250 pounds. 

226,055,000 pounds. 

In the copy of the Act enclosed we should l i k e , p a r t i c u l a r l y f o r 
you to note s e c t i o n 30. This s e c t i o n was amended a t the l a s t s e s s ion 
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of Congress• I t i n c r e a s e d n o t only the scope of t h e o f f e n c e s p u n i s h a b l e 
under t h e Act b u t t h e s e v e r i t y of the p e n a l t i e s which might be imposed* 

From the f i g u r e s I have g iven you showing the p r o g r e s s made under 
t h e Ac t , i t i s a p p a r e n t t h a t we have been p r o g r e s s i n g s u b s t a n t i a l l y i n 
t h e p a s t two y e a r s . I n t h e M i s s i s s i p p i Va l l ey r e c e n t l y , t h r o u g h t h e 
a c t i o n of c e r t a i n c o t t o n t r a d e i n t e r e s t s , some of t h e l a r g e r c o t t o n ware-
housemen have a d v i s e d t h a t they i n t e n d to pe rmi t t h e i r l i c e n s e s t o exp i re 
w i t h t h e i r e x p i r a t i o n d a t e s . As f a r a s the warehousemen a re concerned , i t 
seems i t makes l i t t l e d i f f e r e n c e to them whether they o p e r a t e under the 
Ac t . What they wish t o t r y to do i s to give t h e i r p a t r o n s what they d e s i r e . 
Now i t seems t h a t some of t he l a r g e c o t t o n merchants and p a t r o n s of t h e s e 
warehouses have come t o the c o n c l u s i o n t h a t the banks make no d i s t i n c t i o n 
between a Federa l warehouse r e c e i p t and a r e c e i p t such a s was i s s u e d by 
t h e s e warehousemen p r i o r t o becoming l i c e n s e d under the s t a t u t e # 

There h a s j u s t come to me a l e t t e r which e x p r e s s e s r a t h e r c l e a r l y 
t he s e n t i m e n t i n t h i s c o n n e c t i o n . In p a r t i t r e a d s a s f o l l o w s : 

"When money was t i g h t the c o t t o n .merchants had t o ge t i t 
anyway t h a t the banks would l e t them have i t . **** The banks as 
a whole i n t h i s s t a t e have put t h e i r stamp of approva l on t h e 
bonded warehouse sys tem, but n ine out of every t e n banks i n t h i s 
same s t a t e w i l l no t make i t compulsory f o r a c o t t o n merchant t o 
have bonded r e c e i p t s b e f o r e they w i l l ex tend him a l i n e of c r e d i t # 
The c o t t o n men s e e i n g t h a t they can h a n d l e t h e i r b u s i n e s s wi thout 
the bonded warehouse r e c e i p t s have asked f o r the s t a n d a r d f o r m . " 

Now, what i s t h i s s t a n d a r d form of r e c e i p t ? I t i s no t a r e c e i p t such as 
i s approved by the Uniform Warehouse Rece ip t s Act; n e i t h e r i s i t a form 
in harmony w i t h t h a t i s s u e d under the Uni ted S t a t e s warehouse A c t . That 
you may know vAiat i s l i k e l y t o be the s t a n d a r d form which w i l l be u s e d , 
I am q u o t i n g , u s i n g f i c t i t i o u s names and a d d r e s s e s , the wording which 
appea r s on t h r e e r e c e i p t s i s s u e d by warehousemen i n d i f f e r e n t p a r t s of 
t h e coun t ry p r i o r t o t h e i r becoming l i c e n s e d by t h i s Department* The 
f i r s t one reads a s fo l lows :~ 

hCambria, S . C . , 
Received f rom 

B a l e s Cot ton , 
q u a l i t y , weight and c o n d i t i o n unknown, marked a s i n t h e margin , 
which we he reby ag ree t o d e l i v e r t o , 
or . o r i e r , on ly upon s u r r e n d e r of t h i s r e c e i p t , and payment of 
a l l cha rge s % 

CAMBRIA WAREHOUSE CORPORATION." 
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"FARMERS COMPRESS COMPANY 
Uniontown, Miss. 19 . 

Received of 
One ba l e of cot ton as per marks and number given 
below: 

per marks and number given 

Marks : Number : Weight: Remarks 
:Standard : 
:Not s tandard : 

. Thio Compresi Company i j not l i a b l e or r e spons ib le f o r 
acc ident - , concealed damage , <"/„ terpack= , a c t s of Providence, 
a c t s of the p u b l i c enemy, or f o r damages or l o s s e s by f i r e even 
when caused by i t s neg l igence . 

This bale of co t ton to be FARMERS COMPRESS COMPANY 
de l ive red only upon r e tu rn of 
t h i s r e c e i p t and payment of 
a l l charges . " 

DELAWARE CITY COTTON COMPRESS CO. 
Received f o r 

Storage op' Concentrat ion 
And Del iverab le To Or order 

One Bale of Cotton in apparent good o r d e r , un less o t h e r -
wise no ted , of the above t ag number and fo l lowing marks 

This bale w i l l be 
de l ive red upon r e t u r n of Hark : No. 
t h i s r e c e i p t p roper ly ; 
endorsed ana payment of Charges 
a l l warehouse charges . 

RISK OF FIRE EXCEPTED- DELAW. RE CITY COTTON COMPRESS C 
And sub jec t to a l l condi-
t ions appearing on back 
h e r e o f . " 

Now as to the terms or condi t ions appear ing on the back of the 
l a s t mentioned r e c e i p t , one of them i s tha t the cot ton is sub jec ted to 
a charge f o r compression whether compressed or not a t the time i t i s 
withdrawn. Another one reads as fo l lows : 

"Thio company assumes no l i a b i l i t y and i s not r e spons ib l e • 
f o r l o s s or damage to co t ton by f i r e , or r e s u l t i n g the re f rom, 
(e'ven though caused by the negligence of t h i s company, or i t s 
s e r v a n t s ) , or by f l o o d , tornado or any cause beyond i t s con t ro l 
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P lease conpare these forms of r e c e i p t s with the form of co t ton r e c e i p t 
which I have enc losed , Note, p a r t i c u l a r l y , the d i f f e r e n c e between the 
c o n t r a c t u a l r e l a t i o n e s t ab l i shed between the warehouseman and the 
d e p o s i t o r , and then note' f u r t h e r the d e t a i l e d informat ion c a l l e d f o r 
on the Federal r e c e i p t as compared with t h a t c a l l ed f o r on the o ther 
forms• Of course , i t i s apparent tha t the informat ion c a l l e d f o r on 
the Federal r e c e i p t i s needed to give the banker a f a i r e s t ima te of the 
va lue of the co t ton-

P a r t i c u l a r l y i s the banker i n t e r e s t e d in the weight , grade and 
condi t ion of the c o t t o n . Under the Federal law the grade must be 
s t a t e d on every warehouse r e c e i p t un less the depos i to r r eques t s t h a t 
i t s h a l l not be s t a t e d . Such a reques t i& v a l i d only in the case of 
products the i d e n t i t y of which i s a t a l l times maintained, while the 
product i s in tfcu warehouse• In the case of a product which i s handled 
in bu lk , such as g r a in , the i d e n t i t y of which i s l o s t , the grade must 
always be s t a t e d on a Federal r ece ip t* Mention i s made of t h i s point 
because the producer of co t ton r e a l l y does not know h i s r i g h t s unaer the 
law and the warehouseman inva r i ab ly w i l l not grade un le s s he i s r e -
quested to do so $ and t h i s even desp i t e the f a c t t h a t the law p laces 
a p o s i t i v e duty upon i t * We check t h i s c lose ly to see t h a t the ware-
houseman has v a l i d reques ts to omit the grade . Country bankers , too , 
do not seem to unders tand tha t tihu grade must appear on the Federal 
r e c e i p t . All the country banker needs do when a Federal r e c e i p t i s 
o f f e r e d to him as c o l l a t e r a l , i f he notes t h a t grade does not appear 
thereon , i s to t e l l h i s c l i e n t to take the r e c e i p t back to the ware-
houseman, i f i t has been issued by a l i censed warehouseman, and reques t 
the grade to be s t a t e d on the r ece ip t* If the warehouseman r e f u s e s to 
do i t and the mat ter i s repor ted to t h i s Department, the warehouseman1 s 
l i c e n s e wi l l be revoked a t once or he w i l l be obliged to conduct h i s 
warehouse in accordance with the Act. 

Now with r e spec t to the weight . I t i s a general p r a c t i c e in 
some sec t ions of the country, i f the producer happens to be h a u l i n g h i s 
co t ton to the warehouse and i s caught in a shower, f o r the warehouseman 
to make an a r b i t r a r y deduction from the weight of the cotton* We take 
the s tand t h a t the r e c e i p t should show in such ins tances the gross 
weight of the c o t t o n , the amount t h a t has been deducted f o r excess 
mois tu re , and under the heading "Condition" some explana t ion made f o r 
the deduct ion. I t i s immaterial to u s , as a mat ter of f a c t , whether 
the gross weight and amount of deduction are shown or whether the net 
weight and the amount deducted a re shown, but what we want i s t ha t the 
depos i to r should be informed of deductions which a r e made and the 
reason the re for* We r equ i r e an explanat ion under the heading "Condi-
t i o n " i f there a r e any other circumstances which might a f f e c t the value 
of the co t ton from a c o l l a t e r a l s t andpo in t . 
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There are c e r t a i n p r a c t i c e s indulged in wi th r e f e r e n c e t o s t o r -
ing co t ton in c e r t a i n s e c t i o n s which are not t o l e r a t e d by , and which, 
as a mat te r of f a c t , a re penal o f f e n s e s under t h e Federa l warehouse 
Act * For ins tance , in some s e c t i o n s , when the warehouse becomes 
f i l l e d , i n s t e a d of the warehouseman d e c l a r i n g an embargo and r e f u s i n g 
t o accept the c o t t o n , he w i l l take the co t t on , p lace i t o u t s i d e the 
warehouse, perhaps on the open ground without dunnage unde rnea th , and 
i s sue f o r such c o t t o n the same kind of r e c e i p t as i s i s sued on the 
c o t t o n in the warehouse, a t the same time charg ing the d e p o s i t o r the 
u s u a l s to rage r a t e s . Of c o u r t e , as bankers , i t i s easy to a p p r e c i a t e 
the u n d e s i r a b i l i t y of a warehouse r e c e i p t cover ing such c o t t o n . 

Another p r a c t i c e which i s indulged in i s f o r the warehouseman, 
who i s p r e v a i l e d upon by a customer who wishes to make a shipment of 
co t ton in a h u r r y , t o d e l i v e r the co t ton without the r e c e i p t s • We have 
known th io to happen even in cases where the r e c e i p t s were in the hands 
of bankers as c o l l a t e r a l f o r loans# 

Now i f you w i l l r e f e r again to the forms of r e c e i p t s which I 
have quoted, you w i l l n o t i c e t h a t they merely acknowledge r e c e i p t of a 
ba l e or b a l e s of c o t t o n . That might mean t h a t the co t t on r e p r e s e n t e d 
by the r e c e i p t might be a bJLe of b o l l i e s or might be middl ing 
co t ton or middl ing f a i r c o t t o n , i t might be s h o r t s t a p l e or inch and a 
h a l f co t ton and, of course , i t i ; apparent t h a t the loan v a l u e s in such 
i n s t ances a r e f a r a p a r t . 

There i s no reason to b e l i e v e t h a t the s o - c a l l e d s t andard form 
of r e c e i p t which w i l l be i ssued by warehousemen who have been ope ra t i ng 
under the Act , bu t who w i l l permi t t h e i r l i c e n s e s to e x p i r e , w i l l be 
any d i f f e r e n t f rom the forms which I have abovo quoted. On the o ther 
hand, we have f a i r l y accura te i n d i c a t i o n s t h a t the r e c e i p t s w i l l be 
e n t i r e l y in l i n e with those b e f o r e mentioned. 

R e f e r r i n g aga in t o the quo ta t i on from the l e t t e r , b e f o r e men-
t i o n e d , i t seems t o me t h a t i f the banks were r i g h t in r e q u i r i n g 
F e d e r a l l y l i c e n s e d warehouse r e c e i p t s when money was t i g h t , the requi re-
ment should be j u s t as r i g h t when money i s e a s y . In othdr words, i f 
the Federa l warehouse r e c e i p t i s a good t h ing when the money market 
b r eaks , i t ought to be a good th ing to p revent the money market from 
breaking , 

There i s another phase of what seems to be i n j u s t i c e toward 
warehousemen who a r e t r y i n g to give to the bankers the ve ry b e s t form 
of warehouse c o l l a t e r a l , i f the bankers as a whole are f a i l i n g t o 
d i s c r i m i n a t e between a F e d e r a l l y l i c e n s e d warehouse r e c e i p t , or one 
t h a t can measure up t o i t , and r e c e i p t s which are i n f e r i o r to i t . The 
warehouseman who i s l i c ensed under the Federa l s t a t u t e must comply 
wi th the law and the r e g u l a t i o n s . This means t h a t pa t rons of these 
warehouses can no t do bus iness in a loose fash ion* The r e s u l t i s t ha t 
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those who want t o f o l l o w unsound methods or methods which may promote t h e i r 
own i n t e r e s t s t o t he de t r iment of o t h e r s , w i l l p lace t h e i r c o t t o n in ware-
houses where the warehouseman are no t r e s t r i c t e d by the Fede ra l law and 
r egu la t ions* In o the r words, t he a c t i o n of the banks, i t seems to me, s e t s 
up u n f a i r compet i t ion* I t seems to me t h a t banke r s , and e s p e c i a l l y members 
of the Federa l Reserve Banking System, should cooperate wi th warehousemen 
who a re t r y i n g to g ive them a h igh type of warehouse c o l l a t e r a l . Any o the r 
course does no t seem f a i r . 

In a d m i n i s t e r i n g the Federal warehouse Act , we do n o t depend upon 
the p e n a l t i e s provided in the law to y.eap warehousemen from going wrong-
J u s t as the Na t iona l Banks a re sub jec t ed to i r r e g u l a r examinat ion by 
n a t i o n a l bank examiners , so a re the warehouses and the warehousemen o p e r a t i n g 
under the Federal warehouse Act sub jec ted to i n s p e c t i o n and examinat ion by 
a corps of i n s p e c t o r s ope ra t ing under t h i s Department. No law, r e g a r d l e s s 
of the s e v e r i t y of the p e n a l t i e s , n e c e s s a r i l y keeps men from going wrong. 
The Inspec t ion Serv ice of t h i s Department does have a r e s t r a i n i n g i n f l u e n c e 
and, in a d d i t i o n , i t c e r t a i n l y i s more l i k e l y t o catch wrong a c t s on the 
p a r t of warehousemen in t h e i r i nc ip i ency than any system which does no t 
have an i n s p e c t i o n s e r v i c e . 

As you know, the War Finance Corporat ion loaned a g r e a t many m i l l i o n s 
of d o l l a r s on a g r i c u l t u r a l p roducts in the p a s t two y e a r s . I n the l a r g e 
m a j o r i t y of cases the va r ious coopera t ive a s s o c i a t i o n s which ob ta ined ad-
vances from t h e War Finance Corporat ion gave as s e c u r i t y F e d e r a l l y 
l i c ensed warehouse r e c e i p t s • In the a p p l i c a t i o n s which these va r ious 
a s s o c i a t i o n s f i l e d f o r loans the Finance Corporat ion had s t i p u l a t e d t h a t 
i t would accept F e d e r a l l y l i c ensed r e c e i p t s wi thout f u r t h e r q u e s t i o n . The 
Federal Farm Loan Board, which i s now admin i s t e r ing the in te rmedia ry farm 
c r e d i t s Act, has made a r u l i n g as to warehouse c o l l a t e r a l which i s i n 
complete harmony with the War Finance Corpora t ion , I t h a s , however, added 
t o i t s r u l i n g t h a t as f o r warehouse r e c e i p t s i s sued under S t a t e laws, i t 
would accept such r e c e i p t s only a f t e r having s a t i s f i e d i t s e l f a s t o the 
a c c e p t a b i l i t y of the law and the r e g u l a t i o n s promulgated, thereunder and, 
f u r t h e r , t h a t i t was s a t i s f i e d wi th the method of a d m i n i s t r a t i o n of the 
law and r e g u l a t i o n s . To t h i s r u l i n g i t has added a f u r t h e " r u l i n g t h a t 
r e c e i p t s i s sued by warehouses o ther than those l i c ensed under the United 
S t a t e s warehouse Act would be accepted only a f t e r i n v e s t i g a t i o n s had been 
made of each i n d i v i d u a l warehouse and i t s o p e r a t i o n s , 

These r u l i n g s on the p a r t of both the War Finance Corpora t ion and 
the Federal Farm Loan Board were made only a f t e r a thorough i n v e s t i g a t i o n 
of the Federal warehouse Act , t he r e g u l a t i o n s , and the method of adminis-
t r a t i o n , I t seems d e s i r a b l e t h a t the va r ious branches of the Government 
which have t o do wi th f i n a n c i n g a g r i c u l t u r a l products through the use of 
warehouse r e c e i p t s should be in complete harmony. 

I t would appear from the q u o t a t i o n from the l e t t e r p r e v i o u s l y 
r e f e r r e d to t h a t i f the Federal Reserve Banks and t h e i r member banks 
merely i n d i c a t e d t h a t they p r e f e r r e d the Federal warehouse r e c e i p t t h a t 
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they would r e c e i v e i t . The warehouseman, as a genera l r u l e , wants to 
accommodate h i s p a t r o n s . On gene ra l p r i n c i p l e s he i s no t opposed to the 
Federa l warehouse Act . He r e a l i z e s t ha t he i s ob l iged to do "business i n 
a d i f f e r e n t way and mast keep c e r t a i n records which he would no t keep i f 
he were no t o p e r a t i n g as a Federa l l i c e n s e e , b u t no warehouseman h a s ever 
f i l e d a complaint t h a t the keeping of these records was burdensome. 

I s h a l l be ve ry glad to have you p r e s e n t t h i s ma t t e r to t h e 
Reserve Board and, of cour se , i f I can se rve you and the Board i n g iv ing 
more s p e c i f i c i n fo rma t ion , i t w i l l be a p l e a s u r e t o do s o . I s h a l l be 
p leased to have a copy of any l e t t e r which t h e Board may see f i t to send 
t o t h e I b d e r a l Reserve Banks. 

In c l o s i n g , l e t me thank you, Mr. Hamlin and Mr. P i a t t f o r the 
ve ry cour teous audience given rod ye s t e rday . 

Very t r u l y y o u r s , 

( s igned) H. S. Yohe 

I n Charge, Admin i s t r a t ion 
United S t a t e s Warehouse Ac t . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3736 
June 7, 1923. 

SUBJECT: Addi t iona l Copies of Federa l Reserve Act . 

Gentlemen: 

On May 2 ] t h there were forwarded to you the copies 
of the r ev i sed p r i n t of the Federal Reserve Act ordered in your 
r ep ly to the Board ' s te legram of March 23, 1923* On page 120 
of the pamphlet appears a n o t i c e t h a t "Addit ional copies of 
t h i s p u b l i c a t i o n may be procured from the Super in tendent of 
Documents, Government P r i n t i n g O f f i c e , Washington, D. C. a t 
15 cen t s per copy." I n t h i s connect ion you are advised t h a t 
t he Board, as has been i t s custom, i s prepared to f u r n i s h your 
bank wi th such a d d i t i o n a l copies of the Act as you may d e s i r e . . 

Very t r u l y yours , 

Chief C le rk . 
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FIRST FEDERAL FOREIGN BANKING ASSOCIATION 

UO WAll STREET 

New York 
June b t h , 1923. 

Honorable D. R. O r i s s i n g e r , 
Governor, Fede ra l Reserve Board, 
Washington, D. C. 

S i r : 

On behalf of the F i r s t Federa l Foreign Banking Assoc i a t i on 
we beg to submit f o r the c o n s i d e r a t i o n of the Federa l Reserve Board 
changes in A r t i c l e s 11, 12 and 13 of the r u l e s propounded by the Board 
on March 23, 1920, f o r the government and r e g u l a t i o n of banking a s s o -
c i a t i o n s organized under the "Edge B i l l "« I t i s a p p r o p r i a t e t o p o i n t 
out the reasons f o r the changes r eques t ed . 

The F i r s t Federa l Foreign Banking Assoc ia t ion was the f i r s t 
bank organized under the "Edge B i l l " . At the time of i t s i n c e p t i o n the 
organizers d i scussed with the Federal Reserve Bosrd the p o s s i b l e de -
velopment of banking i n s t i t u t i o n s under the "Edge Act" . I t was po in ted 
out t h a t t he "Edge B i l l " contemplated o rgan i za t i ons with a scope s u f -
f i c i e n t l y broad to enable them to e f f e c t i v e l y compete with s i m i l a r 
f o r e i g n i n s t i t u t i o n s . The author of the b i l l unques t ionably had i n 
mind the g r e a t development of the Engl ish investment t r u s t and i t s im-
p o r t a n t p a r t i n the b u i l d i n g up of Engl i sh f o r e i g n t r a d e through fo re ign 
investments and the f a c i l i t i e s f u rn i shed f o r the ex tens ion of c r e d i t s 
a l i t t l e longer than the o rd inary commercial c r e d i t s . 

We th ink i t u n f o r t u n a t e t h a t t he r u l e s of the Board as a t 
f i r s t promulgated assumed the view t h a t t h e "Edge B i l l " provided f o r 
two c l a s s e s of c o r p o r a t i o n s , one, an acceptance bank, and the o t h e r , 
an i n s t i t u t i o n of the n a t u r e of the investment t r u s t . IN f o l l owing out 
t h i s view the Board d e f i n i t e l y forbade "Edge B i l l " banks f rom e x e r c i s i n g 
the acceptance power i f a t t he time i t had ou t s t and ing bonds, n o t e s , 
or o ther o b l i g a t i o n s . In o the r words, t h e Board added to the "Edge 
B i l l " under the a u t h o r i t y given i t by tha t b i l l to make r u l e s and 
r e g u l a t i o n s , a. p r o v i s i o n t h a t was not conta ined in the b i l l and which 
i n our judgment i s a b s o l u t e l y p r o h i b i t i v e of any broad development of 
"Edge B i l l " banking. 

The o rgan ize rs of the F i r s t Federa l Foreign Banking Assoc ia t ion 
accepted t h e r u l e s of the Board and proceeded with the o r g a n i z a t i o n of 
the bank f o l l o w i n g the only l i n e which was then open to i t , namely, t h a t 
of developing a convent ional acceptance i n s t i t u t i o n . At the t ime of 
the o r g a n i z a t i o n of the bank and du r ing • the pe r iod of i t s ope ra t ions 
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up to the p r e s e n t t ime, i t has been unwise and unsound because of the 
i n s t a b i l i t y of f o r e i g n c u r r e n c i e s to extend long term c r e d i t s to Europe. 
Oppor tun i t i e s have had to be forgone f o r t h e doing of such b u s i n e s s in 
South America and o the r p a r t s of the world due to r e s t r i c t i o n s in the r u l e s , 

We b e l i e v e t h a t t he examinations as conducted by t h e examine t s 
of the Federa l Reserve Board w i l l demonstrate to the members of t h e Board 
t h a t t he F i r s t Federa l Foreign Banking Assoc ia t ion has been conducted 
a long sound c o n s e r v a t i v e banking l i n e s and t h a t i t s o f f i c e r s and 
d i r e c t o r s have exe rc i s ed every e f f o r t to b u i l d up a s u c c e s s f u l i n s t i t u t i o n . 
At a r e c e n t meet ing of the Board of D i r e c t o r s , c a l l e d f o r t h e purpose of 
determining the f u t u r e of the bank, the whole mat te r was c a r e f u l l y d i s -
cussed, and i t was f e l t t h a t "Edge B i l l " banks o p e r a t i n g merely as a c -
ceptance i n s t i t u t i o n s provide f a c i l i t i e s which a re a mere dupl ica t ion* of 
those a l r e a d y enjoyed by n a t i o n a l and s t a t e banks, and t h a t because of 
the r e s t r i c t i o n a g a i n s t t ak ing d e p o s i t s i t i s impossible to b u i l d up a 
paying i n s t i t u t i o n ope ra t i ng under the p r e s e n t r e g u l a t i o n s of the Board. 

The o f f i c e r s of the bank have given c a r e f u l thought and s tudy 
to t h e genera l world s i t u a t i o n , and a r e convinced t h a t t he time i s f a s t 
approaching when long term commercial c r e d i t s from one to f i v e years w i l l 
be in demand and w i l l be of g r ea t value t o t h e development of ouf f o r e i g n 
t r a d e . This k ind of bus iness can not be done under p r e s e n t r u l i n g s u n l e s s 
the bank were to give up i t s acceptance bus ines s e n t i r e l y , and i f i t d id 
so i t i s p robable t h a t i t could not make expenses whi le endeavoring to 
b u i l d up the l ong term c r e d i t and debenture b u s i n e s s . 

We have come to t h e conclus ion t h a t un l e s s the Federa l Reserve 
Board i s w i l l i n g to amend i t s r u l e s and r e g u l a t i o n s to provide f o r the de -
velopment of "Edge B i l l 0 banks along broader l i n e s i t i s u s e l e s s t o expect 
t o b u i l d up a p r o f i t a b l e bus iness and to f u r n i s h f a c i l i t i e s in a i d of our 
f o r e i g n commerce in accordance with the thought of t hose who f a t h e r e d the 
l e g i s l a t i o n . I f , on t h e o ther hand, the Board w i l l amend the r u l e s p e r -
m i t t i n g these banks t o c a r r y on an acceptance bus iness and a t t he same 
time t o handle longer term c r e d i t s , e i t h e r through the i ssuance of n o t e s 
ht deben tu re s , a t the same time r e t a i n i n g t o the Federa l Reserve Board 
a l l necessa ry powers of s u p e r v i s i o n in t h e ope ra t i on of t h e banks , i t i s 
p o s s i b l e to develop through the medium of t h i s law powerfu l agenc ies i n 
the a i d of t h e ex tens ion of American commerce. 

S p e c i f i c a l l y we u rge the Board to r e - d r a f t the s e c t i o n s mentioned 
to provide f o r the f o l l owing p o i n t s : 

(1) "Edge B i l l " banks s h a l l be pe rmi t t ed to accep t d r a f t s and 
b i l l s of exchange involv ing the e x p o r t a t i o n and impor ta t ion of goods or 
the assembling and s to rage of goods d e s t i n e d f o r f o r e i g n export f o r pe r iods 
ranging f rom t h r e e months t o one year wi thout having t o o b t a i n s p e c i a l 
a u t h o r i t y f o r acceptances beyond the s i x months p e r i o d . 

(2) Such banking i n s t i t u t i o n s may extend c r e d i t s or make loans 
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upon proper s e c u r i t y or bank guarantee to f o r e i g n i n s t i t u t i o n s f o r 
p e r i o d s of one to f i v e y e a r s , and may i s s u e deben tu res , c o l l a t e r a l 
t r u s t no t e s or bonds a g a i n s t such c r e d i t s or loans or may endorse or 
guarantee and s e l l such c r e d i t s or loans with t h i s endorsement or 
guarantee p rov ided , however, t h a t i f such banking i n s t i t u t i o n s h a l l 
a t the same t ime be conduct ing a genera l acceptance bus ine s s the t o t a l 
amount of i t s accep tances , deben tu re s , no tes and a l l o the r ou t s t and ing 
o b l i g a t i o n s of any kind or n a t u r e s h a l l no t exceed e i g h t t imes the 
amount of i t s pa id i n c a p i t a l s tock , su rp lus or undiv ided p r o f i t s . 

I n sugges t ing the above changes we have i n mind t h a t the 
Board w i l l con t inue c lose supe rv i s ion over the opera t ions of "Edge B i l l " 
banks through the medium of a l l necessa ry r e p o r t s and examinat ions , 
and t h a t the p r e s e n t r e s t r i c t i o n be cont inued , t h a t no s e r i e s of no te s 
or debentures may be i s sued except wi th t h e approval of the Federa l Re-
serve Board, as a l r eady r e q u i r e d i n Paragraph 1 , Sec t ion 11, of t h e 
p r e s e n t r e g u l a t i o n s . 

We have i n mind f u r t h e r , the thought t h a t the proper deve lop-
ment of these banks w i l l n e c e s s i t a t e the doing of bo th a s h o r t - t e r m 
acceptance b u s i n e s s and a longer term c r e d i t b u s i n e s s . The two k inds 
of c r e d i t s might ve ry e a s i l y run t o g e t h e r . For i n s t a n c e , a p i e c e of 
bus ine s s r e q u i r i n g the shipment abroad of American products could very 

• wel l be i n i t i a t e d on the acceptance b a s i s p rov id ing f o r t h e assembly 
and e x p o r t a t i o n of the goods, and l a t e r be switched i n t o a c r e d i t based 
on the i s suance of n o t e s or debentures to cover the r e q u i r e d time 
allowed f o r f i n a l payment. Operat ions of t h i s c h a r a c t e r would be d i s -
t i n c t l y a long the l i n e s on which these banks should o p e r a t e and a r e 
d i r e c t l y i n a i d of the development of American f o r e i g n t r a d e . 

We r e s p e c t f u l l y b r i n g to the a t t e n t i o n of t h e Board the f a c t 
t h a t r ecen t l e g i s l a t i o n has provided f o r the development of f i n a n c i a l 
agencies i n a i d of the g r e a t a g r i c u l t u r a l i n t e r e s t s of the c o u n t r y . 
The proper development of "Edge B i l l " banks along the l i n e of p rov id ing 
proper f a c i l i t i e s f o r f i n a n c i n g the expor t s from t h i s country i s of 
g r e a t n e c e s s i t y i n tfee gene ra l broadening of our f o r e i g n marke t s , and 
w i l l supplement the a c t i v i t i e s of t h e a g r i c u l t u r a l f i n a n c i n g a g e n c i e s . 
I f the development of these banks i s o b s t r u c t e d by r e g u l a t i o n s which 
w i l l no t pe rmi t them t o f u n c t i o n i t w i l l be t o t h e de t r iment of any 
f a r s e e i n g p o l i c i e s t h a t may be under taken i n t h e genera l development 
of our i n t e r n a t i o n a l t r a d e and t h e s t r e n g t h e n i n g of our economic p o s i t i o n 
a t home. 

R e s p e c t f u l l y you r s , 

FIRST FEDERAL FOREIGN BANKING ASSOCIATION, 

(s igned) W« S. Kies 
Chairman of the Board. 

( s igned) A. H. tfitus 
P r e s i d e n t . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-373S 
June 9, 

SUBJECT: Bound Copies of Federal Reserve Act, 

Dear S i r : 

There were s e n t you. under s epa ra t e cover 

today ( i n packages, addressed to the Federal Reserve 

Bank) the copies of the Federal Reserve Act , bound 

i n buckram, ordered i n response to Board ' s t e legram 

Trans . of May l4 th - . Statement of the cos t of 

b ind ing w i l l be forwarded to you i n due course* 

Very t r u l y yours , 

Chief Clerk . 

To a l l Federa l Reserve Banks 
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FEDERAL RESERVE BANK 
OF DALLAS 

May 31, 1923 

Federa l Reserve Board. 
Washington, D. 0. 

Gentlemen: A t t e n t i o n Mr. Walter Wyatt. 

I wish to c a l l your a t t e n t i o n to the ca.se of 
Federa l Reserve Bank of Dal las vs Webster , r e p o r t e d in 
the May 24 Advance Sheet of the Federa l Repor t e r , same 
"being 287 F e d . , 579-

This i s an opinion by Judge G-rubb s u s t a i n i n g 
the j u r i s d i c t i o n of the Federal c o u r t s i n s u i t s brought 
by Federa l r e se rve banks upon promissory no te s or o t h e r 
choses in a c t i o n which t h e sa id Federa l r e se rve banks 
ho ld by ass ignment . 

For your in fo rmat ion I might say t h a t we had 
s e v e r a l cases pending a t the time t h i s mat te r was a rgued . 
One case— the Federa l Reserve Bank of Da l l a s vs Ci ty of 
Cleburne— was a s u i t on c e r t a i n war ran t s which had been 
a s s igned to t h i s Bank, a.nd the other c a se s , i n c l u d i n g the 
Federa l Reserve Bank of Da l las vs Webster case , were s u i t s 
on promissory n o t e s . The same a t t o r n e y s r ep re sen t ed the 
v a r i o u s Defendants in a l l of these s u i t s and consequent ly 
only one argument was made on the j u r i s d i c t i o n a l q u e s t i o n . 
I n t h e opinion r e f e r r e d to the s t y l e of the ca.se i s given 
as Federa l Reserve Bank of Dal las vs Webster a l though the 
body of t h e opinion r e f e r s to the case of Federal Reserve 
Bank of Da l l a s vs Ci ty of Cleburne. There are c e r t a i n 
o ther typograph ica l e r r o r s in the op in ion . 

This case might be of value to some of the 
o ther Federa l r e s e r v e banks should t h i s ques t ion a r i s e 
i n t h e i r l i t i g a t i o n , 

Very t r u l y yours , 

(s igned) E. B. S t roud , J r . 

EBS-cc O f f i c e Counsel 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOAR D 

X-3741 
June 12, 1923. 

SUBJECT: EXPENSE MAIN LJNE, LEASED WIRE SYSTEM, MAY, 1923. 

Dear S i r : 

Enclosed herewi th you w i l l f i n d two mimeograph 
s t a t e m e n t s , X-37^1a and X-37'ttb, covering in d e t a i l opera-
t i o n s of the main l i n e , Leased Wire System, du r ing the 
month of May, 1923. 

P l e a s e c r e d i t t he amount payable by your bank 
i n the . genera l account , T r e a s u r e r , U, S . , on your books, and 
i s s u e C/D Form 1 , Nat ional Banks, f o r account of " S a l a r i e s 
and Expenses, Federa l Reserve Board, Spec ia l Fund", Leased 
Wire System, sending d u p l i c a t e C/D to Federa l Reserve Board. 

Very t r u l y yours , 

F i s c a l Agent. 

(Enclosure) 

TO GOVERNORS OF ALL BANKS EXCEPT CHICAGO. 
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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 MAY, 1923• 

Percent of Treasury War 
Total Bank Dept. Finance Corp. 

From Bank Business Business(*) Business Business . Total 

Boston 
New York 
Phi lade lph ia 
Cleveland 
Ri chmond 
At lanta 

Chicago 
S t . Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 

Total 
F» R. Banks 

Washington 

Grand Total 

Percent of Total 

40,975 
210,152 

65,05S 
98,b77 
70,363 
77,480 

152,466 
97,086 
43,959 
89,467 
68,195 

146,594 

1,160,502 

296,010 

1,456,512 

77.70% 

3-53 
i s . 11 

5 .61 
8 .50 
6.0b 
6.6s 

13.14 
8.-36 
3.79 
7-71 
5-88 

12.63 

100.00# 

Bank Business 1,456,512 words or 77*73/° 
417,351 " " 22.27% 

8,816 
16,502 
9,149 

10,213 
7 , 7 6 5 

11,238 
14,067 
12,5b7 

6 , 9 5 8 
9,644 
6 , 7 3 8 

20,587 

134,244 

283,107 

417,351 

22.26% 

Treasury 

TOTAL 

57 

56 

165 

§21 
802 

.04% 

49,791 
226,6s4 
74,207 

108,890 
78,128 
88,718 

166,590 
109,653 

50,917 
99,111 
74,985 

167,237 

1,294,911 

579,754 

1,874,665 

1,873,86) 100.00% 

(*) These percentages used i n c a l c u l a t i n g the 
pro r a t a share of . l eased wire expanses as 
shown on the accompanying s ta tement (X-3741b) 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C., 
JUNE 12, 1923. 
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REPORT'OF EXPENSE X-jyUlb 
MAIN LINE 

FEDERAL RESERVE LEASED WIRE SYSTEM MAY, 192) . 

Name of Bank 
Opera to r s 1 

S a l a r i e s 
Opera tors 1 

Overtime 
Wire 

Renta l 
To ta l 

Expense 

Pro r a t a 
Share of 
To t a l 
Expense Cred i t s 

Payable t o 
Federa l 
Reserve 
Board 

Boston $ 250.00 $ l.CO $ ~ $ 251.00 • $ 8I3 .27 $ 25I.OO $ 562.27 
New York 1 ,331 .14 '3.00 - 1 ,334 .14 4 ,172 .31 1 ,334 .14 2 ,838 .17 
P h i l a d e l p h i a 207.91 - - 207.91 1,292.47 207.91 1 ,084 .56 
Cleveland 366.00 - - 366.OO 1,958-29 366.00 1 ,592 .29 
Ri chmond 315.00 - — 315.00 1 ,396.14 315-00 1 ,081 .14 
At l an t a 240.00 - - .. 240.00 1,532-98 240.00 1 ,298 .98 
Chicago (#) 4,879.6B 7.50 — 4,857*18 3 ,027.28 4 ,887-18 <*) l ,859-90 
S t . Louis 300.00 •75 - 300.75 1 ,926.04 300.75 1 , 6 2 5 . 2 9 
Minneapolis 275.OO - 275.00 873-17 275.OO 598-17 
Kansas Ci ty 336.64 5.16 - 341.80 1,776.28 ' 341.80 1 ,434 .48 
Dal las 251.00 - - 251.00 1,354.68 251.00 1 ,103-68 
San F ranc i sco 395-00 - - 395-00 2 ,909.79 395-00 2 ,514-79 

Fed, Res, Board 16,990.14 16 ,990 .14 

TOTAL $9,147.37 $17-41 $16,990.14 $26,154.92 
( a ) 3 , 1 1 6 . 2 2 

$23,038.70 

$23,038.70 $9,164.78 $15,733-32 
(&)1,859-90 
$13,873-92 

(#) Inc ludes s a l a r i e s of Washington O p e r a t o r s . 
(&) Amount r e imbursab le to Chicago. 
(*) C r e d i t . 
( a ) Received $ lb .22 from War Finance Corpora t ion and $3,100.00 

f rom Treasury Dept . cove r ing bus ine s s f o r month of May, 1923' 

FEDERAL RESERVE BOARD, 
WASHINGTON, D. C. , 
JUNE 12, I923 . 
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FEDERAL RESERVE BOARD 
WASHINGTON X-37U3 

ADDRESS OFFICIAL CORRESPONDENCE TO < J W 1 6 1 J I 1 9 2 3 
THE FEDERAL RESERVE BOARD 

SUBJECT: Federal Reserve Banks Held Not Suable in 
D i s t r i c t o ther tnan tha t in which head 
o f f i c e i s loca ted . 

Dear S i r : 

For your informat ion as Counsel t o the Federa l Re-
serve Bank of I am enclos ing herewith a copy of 
an opinion rendered r e c e n t l y by t h e United S t a t e s D i s t r i c t 
Court f o r the Eastern D i s t r i c t of Washington, in the case of 
Mrs. George T. Bacon v . Federal Reserve Bank of San Francisco , 
e t a l . , in which i t was held tha t the D i s t r i c t Court f o r the 
Eas te rn D i s t r i c t of Washington had no j u r i s d i c t i o n of a s u i t 
aga in s t the Federal Reserve BanJx of San Francisco; because 
t h a t bank i s n o t an " inhab i t an t " of the S ta te of Washington 
and Sect ion $1 of the J u d i c i a l Code provides t h a t "no c i v i l 
s u i t s h a l l be brought in any d i s t r i c t court a g a i n s t any person 
* * * i n any other d i s t r i c t than t h a t whereof he i s an i n -
h a b i t a n t , " un less t he j u r i s d i c t i o n i s founded only on the f a c t 
t h a t the a c t i o n i s between c i t i z e n s of d i f f e r e n t s t a t e s . 

In view of the f a c t tha t the Supreme Court of the 
United S t a t e s has r u l e d t h a t every s u i t aga ins t a Federa l Re-
serve Bank i s a s u i t involving a Federal ques t ion (American 
Bank and Trust Company v. Federal Reserve Bank of A t l a n t a , 
256 U. S. 350)» i t would seem t h a t under t h i s dec i s ion Federal 
Reserve Banks cannot be sued in any d i s t r i c t cour t except 
t h a t of t he d i s t r i c t in which i t s head o f f i c e i s l o c a t e d . Of 
course t h i s i s an extremely important decis ion from the s tand-
po in t of the Federa l Reserve Banks. 

This opinion was sent t o me by Mr* Agnevv, Counsel 
f o r the Federal Reserve Bank of San Francisco. 

Very t r u l y yours, 

" a l t e r Wyatt, 
General Counsel 

(Enclosure) 

To Counsel f o r a l l F.R.Banks (except San Francisco and Cleveland) 
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X-3742 

IN THE DISTRICT COURT OF THE UNITED STATES 

FOR THE EASTERN DISTRICT OF WASHINGTON 

Northern Divis ion 

GEORGE T. BACON, 

P l a i n t i f f 

FEDERAL RESERVE BANS OF SAN 
FRANCISCO, a c o r p o r a t i o n ; 
THE FARMERS NATIONAL BAN.: OF 
POMEROY, a c o r p o r a t i o n ; FIRST 
NATIONAL BA;?ix OF CLAR'ASTON, a 
c o r p o r a t i o n ; and GS0RGE H. 
WATERMAN, 

Defendants . 

No. L-4205 

DECISION 

The p l a i n t i f f , a r e s i d e n t of the S t a t e of Idaho, seeks to 

recover from the Federa l Reserve Bank of San F ranc i s co , C a l i f o r n i a ; the 

Farmers Na t iona l Bank of Pomsroy, " 'ashington; the F i r s t Na t iona l Bank of 

Cle rks ton, Tashin_ ton (each of s a id Nat ional Baucis oeing organized under 

the laws of the United S t a t e s ) ; and George H. Waterman, P r e s i d e n t of the 

Farmers Nat ional Bank of Pomeroy and Vice P r e s i d e n t of the F i r s t Nat ional 

Bank of C la rks ton , damages a l l e g e d to have been sus ta ined in excess of 

$5000.00. 

The Complaint was served on an employee of the Spokane Branch 

of the Federa l Reserve Bank on December 14, 1922. The fo l lowing s t i p u -

l a t i o n was s i j i a d by the a t t o r n e y s f o r the p l a i n t i f f and the a t t o r n e y f o r 

the Federa l Reserve Bank of San Franc i sco , was approved by t h e Jud s e of 
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X-3742 

t h i s c o u r t , and f i l e d in t h e o f f i c e of the c l e r k of t h i s c o u r t on 

December 30, 1922; 

"STIPULATION EXTENDING TIME TO PLEAD. 

IT IS HEREBY STIPULATED by and between counsel f o r t h e p l a i n t i f f 
i n the aoove e n t i t l e d a c t i o n and counsel f o r tne Fede ra l Reserve Bank of 
San F r a n c i s c o , on2 ©f t h e d e f e n d a n t s above named, t h a t s a i d de fendan t 
F e d e r a l Reserve Lank of jSan F ranc i sco may t a k e and have t o and i nc lud ing t h e 
t h i r d day of Feb rua ry , 1^23, w i t h i n Which t o ans .er t h e complaint on f i l e in 
s a i d ac t i on or t o f i l e suc.i o t h e r p l ^ a d i i v or p l e a d i n g s or make such o t h e r 
motion or motions in r e s p e c t t h e r e t o and in r e s p e c t t o the cause of a c t i o n 
s e t f o r t . i i n s a i d complg-int a s s a i d Fede ra l Reserve Bank of San F ranc i sco 
may, by i t s c o u n s e l , be a d v i s e d , inc lud ing o o j e c t i o n s which may be r a i s e d 
by sucn motions t o tne j u r i s d i c t i o n of the cou r t in -vhichsaid a c t i o n i s 
b r o u g h t . " 

On February 1, I923, s p e c i a l appearance was f i l e d by t h e a t t o r n e y 

f o r t h e Fede ra l Reserve Bank of Sail F ranc i sco a s f o l l o w s : 

"You w i l l p l e a s e e n t e r my s p e c i a l appearance a s a t t o r n e y f o r 
Fede ra l Reserve Bank of San F r a n c i s c o , one of t h e d e f e n d a n t s above, in 
the above e n t i t l e d cause , and s e r v i c e of a l l subsequent p a p e r s except 
w r i t s of p r o c e s s may be made upon sa id F e d e r a l Reserve Bank of San Fran-
c i s c o by l e av ing same /-ith V.. L. P a r t n e r , Manager Spokane Branch F e d e r a l 
Reserve Bank of San F r a n c i s c o . Pos t O f f i c e Address : Spokane, Washington. 

A loe r t C. A.-mew, 
At torney f o r Defendant F e d e r a l 
Reserv. Ban/, of San F r a n c i s c o . 

T-iis appearance i s ox., c i a l and i s made only f o r the purpose of 
u r g i n g a motion t o d i smiss the above e n t i t l e d a c t i o n as to t n i s d e f e n d a n t . " 

The F e d e r a l Reserve Banr., appea r ing s o l e l y f o r the pu rposes of t h e 

motion, says to the Court t h a t t h e Fede ra l Reserve Bank of San F ranc i sco i s 

create:*, by an Act of Congress known as t h e F e d e r a l Reserve Act; t h a t i t has 

i t s e x i s t e n c e by v i r t u e of s a i d Act of Congress and Acts amendatory t h e r e o f ; 

t h a t i t s p r i n c i p a l o f f i c ^ and p l a c e of b u s i n e s s i s in the Ci ty and County of 

San F r a n c i s c o , C a l i f o r n i a ; t h a t i t ho lds t h e meet ings of i t s s t o c k h o l d e r s , 

d i r e c t o r s and e x e c u t i v e o f f i c e r s , ma in t a in s i t s r e c o r d s , keeps i t s s e a l , 

t r a n s a c t s i t s p r i n c i p a l b u s i n e s s , in s a id Ci ty and County and S t a t e ; 
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t h a t i t is- an i n h a b i t a n t of t h e s a i d S t a t e and of t h e J u d i c i a l D i s t r i c t of 

t h e N o r t h e r n D i v i s i o n of C a l i f o r n i a , and i s n o t an i n h a b i t a n t of t h e S t a t e 

of Washington n o r of t h e E a s t e r n D i s t r i c t of Washington. P r o o f s and a f f i -

d a v i t s a r e f i l e d t e n d i n g to show: 

Tha t p u r s u a n t t o t h e p r o v i s i o n s of t h e F e d e r a l R e s e r v e Act t h e 

Board of D i r e c t o r s of s a i d R e s e r v e Bank e s t a b l i s h e d a b ranch of s a i d Re-

s e r v e Bank a t Spokane; t h a t t h e powers ana d u t i e s and f u n c t i o n s of s a i d 

Spokane Branch a r e d e f i n e d and l i m i t e d by i t s b y - l a w s ; and t n e f u n c t i o n s , 

d u t i e s and o p e r a t i o n s of s a i d Spokane Branch a r e s u b j e c t t o t h e r u l e s , r e g u -

l a t i o n s , s u p e r v i s i o n and f i n a l a p p r o v a l of t h e Head O f f i c e of s a i d Rese rve 

Bank; t h a t t h e d i r e c t o r s of t h e Branch Bank h a v e power t o r e d i s c o u n t f r o m 

member banks of t h e Branch D i s t r i c t p a p e r u n d e r the p r o v i s i o n s of t h e 

F e d e r a l Rese rve Act and r e g u l a t i o n s of t h e F e d e r a l R e s e r v e B o a r d , w i t h i n 

l i m i t a t i o n s p r e s c r i b e d ; t h a t s a i d Branch ank may c l e a r and c o l l e c t checks 

f o r t h e a c c o u n t s of t h o s e drawn upon memoer and non-member oanKS l o c a t e d 

w i t h i n t h e t e r r i t o r y a s s i g n e d t o i t on t h e sam,., p l a n f o l l o w e d by t n e Head 

Off ice , 

The Branch Bank may n o t engage f o r i t s own account in op en. market 

t r a n s a c t i o n s , b a n k e r s 1 a c c e p t a n c e s , t r a d e a c c e p t a n c e s , w a r r a n t s or Govern-

ment bonds , e x c e p t to t h e o r d e r and f o r t n e a ccoun t of t n e Head O f f i c e # Tne 

compensa t ion of t h e o f f i c e r s , c l e r k s and employees of t n e B r a n c a Bank o r e 

f i x e d by the Head O f f i c e , s u b j e c t t p t h e a p p r o v a l of t h e F e d e r a l Rese rve 

Boa rd . A l l e x p e n d i t u r e s of t h e Branch Bam., a r e s u b j e c t t o t n e a p p r o v a l 

of t n e Head O f f i c e . Minu tes a r e to be k e p t by tne D i s c o u n t Committee and 

t r a n s m i t t e d to t h e Head O f f i c e upon a p p r o v a l , and tiie D i s c o u n t Committee i a 
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vested with spec ia l powers prescr ibed by the Board of Directors of the 

Head Off ice . 

The Direc tors of tile Spokane Branc^ consis t of f i v e members, 

the Manager of which i s ex o f f i c i o Chairman of the Board, and who i s 

appointed annually by and holds . o f f ice ' a t the pleasure of the Board of 

Directors of the Reserve Bank; two members of the Board are appointed 

annually by the Board of Directors of the Reserve Bank and hold o f f i c e a t 

the pleasure of the Reserve Board; two members are appointed annually by 

and hold o f f i c e a t the pleasure of the Federal Reserve Board a t V'ashin^-

ton, D. C.; tha t said Board ac t s in an advisory capacity only and has no 

power to determine po l i c i e s or maae f i n a l dec is ions . That said Spokane 

Branch is only a business agency of said Reserve Bank and i s so placed, 

operated and conducted fo r tne convenience of member b a n K S s i t ua ted a t a 

distance so remote from the Head Office tha t tiU business of said member 

banks with the Reserve Bank may be transacted -vitaout a , rea t l o s s of time.. 

The defendant contends t ea t i t hu.» not made a . enaral- appearance; 

that the action should be dismissed because the Federal Reserve Bank of San 

Francisco i s not an inhabi tant of th i s D i s t r i c t ; .that the provis ions of the 

Federal Reserve Act clo not enlarge the j u r i s d i c t i o n of t h i s Court as to the 

Reserve Bank; while the p l a i n t i f f contends tha t the defendant bank has made 

a, general appearance by the s t i p u l a t i o n vvhich was f i l e d with -the approval 

of the Jud_e, and that i t i s an inhabitant of t h i s Jud ic ia l D i s t r i c t . 

Davis, Heil & Davis, Attorneys for the P l a i n t i f f . 
Albert C. l\-jaew, Attorney fo r Defendant, Federal Reserve Bank of San Francisco, 

METERER, D i s t r i c t Judge. Appearances are of two kinds: 

Special , fo r the purpose of t e s t i n g the su f f i c i ency of service cr the j u r i s -
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d i c t i o n ox trie c o u r t ; and g e n e r a l , where the defendant waives d e f e c t s of 

s e r v i c e and submits to the j u r i s d i c t i o n . Emphasis i s p l aced upon Rule 22 

of t h i s C i r c u i t , which p rov ides in substance t h a t the s p e c i a l appearances 

must embody a s ta tement t h a t i f not sus ta ined the defendant w i l l en te r a 

genera l appearance, and u n l e s s t h i s agreement i s included the s p e c i a l 

appearance w i l l oe considered a genera l appearance in t h e cause . The 

purpose of Rule <dc. i s f o r tne p r o t e c t i o n of the p a r t i e s to the cause and 

txie Court . Here the p a r t i s nave e s t a b l i s h e d a s t a t u s with the C o u r t ' s 

approval . The purpose of tne r u l e i s s a t i s f i e d by the s t i p u l a t i o n and 

tne o i d e i . However, tne con ten t ion of the p l a i n t i f f as to Rule 22 i s 

of no a v a i l , s i nce the. Supreme Court in Davidson Bros. v . United S t a t e s 

ex, r e l . Gibson, 213 U. S. 10, says tna t i t was beyond the power of t h e 

cour t to make and enforce a r u l e wit.".', suca cond i t ions as would t r a n s f o r m 

an ob jec t ion to trio . j u r i s d i c t i o n i n t o a waiver of tne o b j e c t i o n i t s e l f . 

The s t i p u l a t i o n m o t be tai>.en as a whole. The i n t e n t and purpose 

of the context as a whole must con t ro l and so taken, the i n t e n t n o t to 

appear g e n e r a l l y i s apparen t . Tne s t a t u s of the defendant in t h i s case 

i s d i f f e r e n t i a t e d from tha t of the defendant in Evere t t Railway, Light & 

Power Co. v . United S t a t e s , 2Jo Fed. 806, emphasized by the de fendan t . In 

t.aat case the defendant appeared i n open c o u r t and on o ra l motion obtained 

an enlargement of time in whicn t o f i l e " i t s appearance, motion or answer ." 

T.ie a^poarance was not s p e c i a l nor was t h e r e a r e s e r v a t i o n t h a t tile motion 

might be d i r e c t e d t o the c o u r t ' s j u r i s d i c t i o n but presumably to be d i r e c t e d 

a g a i n s t the complaint on the m e r i t s in shaping the i s s u e s . I n the i n s t a n t 

case tne ques t ion of j u r i s d i c t i o n i s s p e c i f i c a l l y r e se rved . The s t a t e 

s t a t u t e (Sec t ion 241, Comp. S t a t . Wash.) t o which the C o u r t ' s a t t e n t i o n 

i s d i r e c t e d i s n o t , under the Conformity Act invo lv ing the j u r i s d i c t i o n of 
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t h e Federa l Cour t s , c o n t r o l l i n g . 

Salmon F a l l s Mfg. Co. v . Midland Ti re Co. 
Fed. 214 (C.C.) 

But the de te rmina t ion of such ques t ion i s f o r the Federa l Court 

a lone . 

" 'ostern Loan Co. v . Bu t t e Mining Co. , 
210 U. S. 
Davidson Bros . v . U, S. ex r e l . G-iDson, 
21; U. & 10, 
S. P. Co. v. Denton, 146 U, S. 202, 
Galveston R# R. Co# v. GonzaloS, 
i ? i u. s . 496. 
Budris v . Coal Co., 2$1 Fed* 673* 
Dahlgren v . P i e r c e , 26 j Fed. SUl. 
Harlcness v . Hyde, §6 U» S# 476. 

Sec t ion 51 of the J u d i c i a l Code (Comp. S t a t . IO33) so f a r 

a s here m a t e r i a l p r o v i d e s : 

it* * * * no c i v i l s u i t s n a i l be Drought i n any d i s t r i c t 
cou r t a g a i n s t any person by any o r i g i n a l p r o c e s s or proceeding in 
any o ther d i s t r i c t than th^t wnereof lie i - an • i nhab i t an t} but wnere 
the j u r i s d i c t i o n i s founded only on the f a c t t n a t trid a c t i o n i s 
between c i t i z e n s of d i f f e r e n t S t a t e s , s u i t s n a i l be brought only 
in the d i s t r i c t of the r e s idence of e i t h e r the p l a i n t i f f or the 
def endant.11 

Sect ion 54 of the J u d i c i a l Code p r o v i d e s : 

it The d i s t r i c t cou r t s s h a l l nave o r i g i n a l j u r i s d i c t i o n *** 
of a l l s u i t s of a c i v i l n a t u r e , a t common law or in equi ty * * * * 
where the mat te r i n cont roversy exceeds, exc lu s ive of i n t e r e s t 
and cos t s , the sum or value of t n r ee thousand d o l l a r s , and (a) 
a r i s e s under t h e C o n s t i t u t i o n or laws of the United S t a t e s , or 
t r e a t i e s made, or wnicn s h a l l be made, under t n e i r a u t n o r i t y ; 
or (0) i s between c i t i z e n s of d i f f e r e n t S t a t e s ; * * * * * **'« 

The f i r s t i n q u i r y , i s t h e ac t ion one a r i s i n g under (a) 

the laws of the Uni ted S t a t e s i n s o f a r as i t a f f e c t s the Federa l 

Reserve Bank, must be answered in the a f f i r m a t i v e . 
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American Bann & Trus t Co. v . F e d e r a l 

Reserve Bank of A t l a n t a , 2$6 U. S* 350. 

The conc lus ion f o l l o w s Osborn v« Bank of Un i t ed S t a t e s , 9 Vdieat* 

1}6. The American Bank & T r u s t Company c a s e , supra , a l s o d e f i -

n i t e l y dec ides t . . a t subd, 16, Sec t ion 24, of t h e J u d i c i a l Code 

does no t reaou fo rward and i n c l u d e t h e F e d e r a l Reserve Banks w i t h i n 

the pnra.se " n a t i o n a l banking a s s o c i a t i o n s * n 

Tne n e x t inqu i ry i s , i s tne defendant Reserve Bank an 

i n n a b i t a n t of the S ta tu of C a l i f o r n i a . The p r i n c i p a l p l a c e 

of b u s i n e s s of t n e defendant Reserve Bank i s i n San F r a n c i s c o , a l l 

of tne b u s i n e s s i s d i r e c t e d f rom t h a t o f f i c e except such a s i s 

reviewed oy t h e F e d e r a l Reserve Board, and t h e o f f i c e r s r e s i d e 

t n e r e . The c o n t e n t i o n of t h e p l a i n t i f f i s t h a t t h e Reserve 

Banz, boing o rgan i sed under t h e lavvS and C o n s t i t u t i o n of t he 

Uni ted S t a t e s , i s not a l o c a l "out a domestic c o r p o r a t i o n , and 

tne purpose of o p e r a t i n g vitAin a given d i s t r i c t :mkes t h e 

te rm " inhab i t an t 1 1 c o - e x t e n s i v e wi th tho d i s t r i c t and not of 

one p a r t i c u l a r p l a c e wi tn in such zone or t e r r i t o r y * 
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Many cases a r e c i t e d , a l l of which a.ro 'predicated, upon the c i t i z e n -

sh ip or h a o i t a t of a c o r p o r a t i o n of a p a r t i c u l a r s t a t e . 

McCormick H a r v e s t i n g Co. v . ' f a t h e r s 
(1890) , 134 U. S. 41. 
i : . p a r t e Shaw (1392) , 14^ U. S. 444; 
12 Sup. c t . 935 ' 
I n r e Keasby & Mat t i son Co. , l 6 o U. S. 
222; 40 L. Ed. 402; 16 Sup. Ct . 273-
Macon Grocery Co. v . A t l a n t i c C.L.R. Co. 
(1909) , 215 U. S. 50I; 30 Sup. Ct. Ig4; 
Genera l Investment Co. v . L.Ivl.S. By. Co. 
(1922) , 43 Sup• Ct. Rep. 106-
Wilson v . Western Union T e l . Co. ( lggg) , 
34 Fed. 50 I . 
H a l s t e a d v . Manning ( l g g g ) , 34 Fed. 565, 
Gorirrally & J e f f e r y Mfg. Co. v . Poj.e Mfg. Co. 
(1388) , 34 Fed. g i g ; a f f i r m e d i n 
P r e s t o n v . F i r e Ex t ingu i she r Co- (1588) , 
3b Fed. 721. 
Anderson v . Germain e t a l . ( l 3 9 l ) , 4g Fed. 295* 
Sunderland Bros . v . C. R. I . & P. Co. By. 
(1908) , 153 Fed. 378. 
Memphis Cotton Oil Co. v. I . C. Co. 
(1903) , 164 Fed. 2$0. 
Impe r i a l C o l l i e r y Co. v . C. & 0 . Ry. Co. 
(1909) , 171 Fed. 539. 
Cound v . A. T. & 3 . F. Rv. Co. (1909) , 
173 Fed. 527. 
Smith v . D e t r o i t & T. S. L. R. Co. (1909) , 
175 Fed. 506. 
Whit taker v . I . C. Ry. Co- (1910) , 
17o Fed. 13u. 
Newell v . B. & 0 . Ry. Co. (1910) , 131 Fed. 693, 
S. P . Co. v . Ar l i ng ton Heights F r u i t Co. 
(1911) , 191 Fed. 191. 
Trapp v . B. & 0 . Ry. Co. (1922) , 233 Fed. 655. 

I t i s pr imer law t h a t a l o c a l c o r p o r a t i o n i s a, c i t i z e n of t h e s t a t e of i t s 

c r e a t i o n , and the gene ra l r u l e i s t h a t the d o m i c i l e of a l o c a l c o r p o r a t i o n 

i s i n t h a t coun ty , c i t y or town in which i t ha s i t s gene ra l or p r i n c i p a l o f f i c e 

and conducts i t s ' " b u s i n e s s . 

F i r s t Na t iona l Bank of E v e r e t t v . 
Wilcox, 72 Wash. 473• 

Chief J u s t i c e Wai te , i n Ex P a r t e Sch011enberger , 96 U. S. 369, 
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sa id t h a t a c o r p o r a t i o n can have i t s l e g a l home only a t t h e p l ace where 

i t i s p laced under the a u t h o r i t y of i t s c h a r t e r , but may have i t s agen t s 

t r a n s a c t bus iness anywhere, vai lsss p r o h i b i t e d by i t s c h a r t e r o r excluded 

by l o c e l laws. 

" Inhab i t an t i s l e g a l l y equ iva len t to one who has e s t a b l i s h e d 

a d o m i c i l e . " Standard D i c t i o n a r y . 

" I n h a b i t a n t — One who has h i s domici le in a p l a c e . " Bouvier 

Law Dic t iona ry , 

"One may be des igna ted an i n h a b i t a n t of t h a t p l ace which con-
s t i t u t e s the p r i n c i p a l s ea t of h i s r e s idence , of h i s bus iness , p u r s u i t s 
and connec t ions . " P h i l l i p s v. Boston, 183 Mass. 31^; 67 N. E. 250. 

"A c o r p o r a t i o n i s regarded as an i n h a b i t a n t of the d i s t r i c t where 
i t s p r i n c i p a l o f f i c e i s s i t u a t e - P e o p l e , a t . v . Marens, l l 6 N. Y. 
Supp. 189, 192. 

The Supreme Court i n Galveston R* E. Co. v . Gonzales, 151 U.S. 

496, s a i d : 

" In t h e case of a c o r p o r a t i o n the q u e s t i o n of i nhab i t ancy must 
be determined, no t by the r e s idence of any p a r t i c u l a r o f f i c e r but by t h e 
p r i n c i p a l o f f i c e s of t h e c o r p o r a t i o n , where i t s books a re kep t and i t s 
co rpora te bus ines s i s t r a n s a c t e d , even though i t r ay t r a n s a c t i t s most 
important b u s i n e s s i n ano the r p l a c e . I t i s but a c o r o l l a r y of the propo-
s i t i o n l a i d down i n t h e th ree cases above r e f e r r e d t o , t h a t i f the corpo-
r a t i o n be c r ea t ed by the laws of the s t a t e in which t h e r e a re two j u d i c i a l 
d i s t r i c t s , i t should be considered an i n h a b i t a n t of t h a t d i s t r i c t in 
which i t s genera l o f f i c e s are s i t u a t e d and i n which i t s genera l b u s i n e s s , 
a s d i s t i n g u i s h e d from i t s l o c a l b u s i n e s s , i s done . " 

The Supreme Court in Shaw v . Quincy Mining Co., 145 U.S. 444, 

s a i d : 
"The word ' i n h a b i t a n t ' * * * was * * * u s e d , no t in any 

l a r g e r meaning than c i t i z e n , but t o avoid t h e i ncongru i ty of speaking of 
a c i t i z e n of any th ing l a s s than a s t a t e when the i n t e n t i o n was t o cover 
no t only a d i s t r i c t which inc luded a whole s t a t e , but a l s o two d i s t r i c t s 
in one s t a t e . * * * . 

"As t o n a t u r a l pe r son , ' t h e r e f o r e , i t cannot be denied t h a t the 
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e f f e c t of t h i s a c t * * * i s tha t the phrase ' d i s t r i c t of the r e s i d e n c e 
o f 1 a person i s equ iva len t to ' d i s t r i c t whereof he i s m i n h a b i t a n t ' ***. 
In t h e case of a corpora t ion the reasons a r e , to say the l e a s t , q u i t e as 
s t r o n g f o r ho ld ing t h a t i t can sue and be sued only in t h e s t a t e and d i s t -
r i c t in which i t has been i nco rpo ra t ed , or in the s t a t e of which the 
o the r p a r t y i s a c i t i z e n . " 

The defendant Federa l Be serve Bank i s no t a c i t i z e n of C a l i f -

o r n i a , i t be ing incorpora ted under an Act of Congress; i t s a c t i v i t i e s a re 

no t conf ined to a s i n g l e s t a t e o r l o c a l i t y , b u t a r e c a r r i e d on i n d i f f e r e n t 

s t a t e s . The Supreme Court i n Bankers' Trus t Co. v . Texas & Pac . Ry., 

supra , a t page 309, s a i d : 

"Of course i t i s a c i t i z e n of the Uni ted S t a t e s i n the sense 
t h a t a co rpo ra t ion organized under the laws of one of the s t a t e s i s a 
c i t i z e n of t h a t s t a t e , but i t i s not wi th in t h e c lause of the Fourteenth 
Amendment, which d e c l a r e s tha t n a t i v e born and n a t u r a l i z e d c i t i z e n s of 
the United S t a t e s s h a l l be c i t i z e n s of the s t a t e wherein they r e s i d e , nor 
has Congress s a i d tha t i t s h a l l be regarded a s pos se s s ing s t a t e c i t i z e n -
sh ip f o r j u r i s d i c t i o n a l purposes , as i s one in r e s p e c t of n a t i o n a l banks 
by s e c t i o n 24, p a r . l 6 , of the J u d i c i a l Code * * * ,n 

Under the Federal Reserve Bank Act (38 S t a t . L. 2 $ l ) , t h e 

Sec re t a ry of the Treasury , Sec re t a ry of A g r i c u l t u r e , and the Comptrol ler 

of the Currency, a c t i n g a s "The Reserve Bank Organiza t ion Committee", 

s h a l l de s igna t e no t l e s s than e i g h t nor more t h a n twelve c i t i e s t o be 

•knwon a s Federa l Reserve C i t i e s , and s h a l l d i v i d e t h e c o n t i n e n t a l United 

S t a t e s , i n c l u d i n g Alaska , i n t o d i s t r i c t s , each to c o n t a i n only one of such 

r e s e r v e c i t i e s . The committee s h a l l supervise the o r g a n i z a t i o n i n each 

of the c i t i e s des igna ted of a Federa l Reserve Bank, which s h a l l inc lude 

in i t s t i t l e t h e name of the c i t y i n which i t i s s i t u a t e d . (Sec t ion 2 . ) 

Each Federa l Reserve Bank s h a l l e s t a b l i s h branch banks w i t h i n 

the Federal Reserve D i s t r i c t in which i t i s l o c a t e d . Such branch banks 

s h a l l be opera ted by a Board of D i r e c t o r s under r u l e s and r e g u l a t i o n s ap -

proved by t h e Federa l Reserve Board, f o u r of s a i d d i r e c t o r s to be s e l ec t ed 
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by the Reserve Bank and t h r e e by the Federa l Reserve Board, and t o ho ld 

o f f i c e dur ing the p l e a s u r e r e s p e c t i v e l y of t he pa ren t bank and the Federa l 

Reserve Board . The Reserve Bank s h a l l d e s i g n a t e one of the d i r e c t o r s a s 

manager. ( S e c t i o n 3») 

When the Federa l Reserve D i s t r i c t s have been e s t a b l i s h e d by t he 

o r g a n i z a t i o n committee a c e r t i f i c a t e i s f i l e d w i t h t h e Comptrol ler of the 

Currency showing the geograph ica l l i m i t s of such d i s t r i c t s and the 

Federa l Reserve c i t y d e s i g n a t e d in each of such d i s t r i c t s . The Fede ra l 

Reserve Board c o n s i s t s of the S e c r e t a r y of the Treasury and t h e Comptrol ler 

of t he Currency as ex o f f i c i o members, and f i v e members a p p o i n t e d by t h e 

P r e s i d e n t , The Reserve Board is empowered a t i t s d i s c r e t i o n to examine 

the accoun t s , books and a f f a i r s of every Fede ra l Reserve Bank and every 

member bank, and s h a l l p u b l i s h weekly a s ta tement showing the c o n d i t i o n 

of each Federa l Reserve Bank, and a c o n s o l i d a t e d s ta tement of a l l Federa l 

Reserve Banks, The powers of Federa l Reserve Banks a re p r e s c r i b e d and 

l i m i t e d by the Fede ra l Reserve Board v ; i v i : r e l a t i o n t o d e a l i n g s i n com-

merc i a l p a p e r , gold t r a n s a c t i o n s , bonas anu n o t e s , commercial exchange, 

d i scoun t r a t e s , f o r e i g n accounts and a g e n c i e s , and a l l r e l a t i o n s p e r -

t a i n i n g to the b u s i n e s s f o r which they a r e organized* ( S e c t i o n 14*) 

The Fede ra l Reserve Bank d e r i v e s a l l of i t s r i g h t s f rom the laws 

of Congress, and a s u i t a g a i n s t i t on account of i t s conduct a r i s e s under 

t h e laws of the Uni ted S t a t e s , (Osborn v. Bank of Uni ted S t a t e s , 9 Wheat. 

8 2 8 0 I t has the r i g h t t o sue and be sued i n a l l c o u r t s of law or equ i ty 

w i t h i n t he Uni t ed S t a t e s . (Sec t i on 4 , ) There i s not a s u g g e s t i o n t h a t 

i n t i m a t e s a n y t h i n g o t h e r t han Federa l r e l a t i o n # The defendant Federa l 

Bank bears the same r e l a t i o n to t h e United S t a t e s , or a t l e a s t to t h e Fed-

e r a l Reserve D i s t r i c t , a s a c o r p o r a t i o n does t o t he s t a t e of i t s c r e a t i o n * I t 
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i s a c r e a t u r e of the Congress. I t i s a c i t i z e n , i f i t may be so termed, of 

tha United S t a t e s . I t i s t r a n s a c t i n g bus ines s under and by v i r t u e of 

n a t i o n a l a u t h o r i t y . The h a b i t a t of the bank i s f i x e d by t h e c e r t i f i c a t e 

of o r g a n i z a t i o n , and e s t a b l i s h e d throughout the r e c o r d , as San Francisco • 

Sec t ion , supra., has general a p p l i c a t i o n to a l l n o n - r e s i d e n t 

de f endan t s , i nc lud ing c o r p o r a t i o n s t h a t seek advantage of i t s p r o v i s i o n s , 

except n a t i o n a l banks (Act of Ju ly 12, 1885) and railway co rpo ra t i ons 

organized under f e d e r a l law (Act of June 28, 1915> 32 S t a t . L. 583*) ® i e 

p e r t i n e n t c l ause of t h i s s e c t i o n f o r b i d s any s u i t to be brought in any 

d i s t r i c t o ther than t h a t whereof the defendant i s an i n h a b i t a n t u n l e s s 

founded only on d i v e r s i t y of c i t i z e n s h i p , then in the d i s t r i c t of the 

r e s idence of the p l a i n t i f f or t h e res idence of the d e f e n d a n t . "Only" means 

(Webster) " e x c l u s i v e , " "nothing more," so in any event the j u r i s d i c t i o n 

h e r e must be determined by the h a b i t a t of the defendant Reserve Bank. 

ICeasley e t c , v . U. S . , 160 U. S. 221, 
C i ty of Memphis v . Board of D i r e c t o r s , 
228 Fed. 802. 

Van Dresser v . 0 . R» & N. By. Co., 4o Fed. 202, must have 

been determined upon t h e j u r i s d i c t i o n of the cour t a s f i x e d p r i o r to t h e 

Act of August 13, 1888 (25 S t a t . L. 433) , which p r i o r Act inc luded the 

phrase "or i n which he maybe found . " Judge Eanford , on page 203» sa id : 

"I hold t h a t i t i s l i a b l e to be sued i n the n a t i o n a l cour t s in 
any d i s t r i c t wherein i t may be found doing bus ines s and having ana gent 
or r e p r e s e n t a t i v e upon whom s e r v i c e of p rocess can be made." 

I t i s fundamental t h a t the c o u r t has j u r i s d i c t i o n only as f i x e d 

and l i m i t e d by t h e Congress, and i t s duty i s p l a i n . Chief J u s t i c e 

Marshall i n Bank v . DeVeaux, 9 S. 6 l (Cranch) s a i d : 

"The d u t i e s of t h e cour t to e x e r c i s e j u r i s d i c t i o n vdaere i t i s 
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c o n f e r r e d . a n d n o t to usurp i t where i t i s not con fe r r ed , are of equal 
ob l iga t ion . 1 1 

There a r e doub t l e s s reasons why the Federa l Reserve Bank should 

oe considered an i n h a b i t a n t of every d i s t r i c t in vihich a branch i s e s -

t a b l i s h e d , b u t t h a t i s a mat te r of L e g i s l a t i o n by the Congress. The law 

contemplates t h a t every co rpo ra t i on or o rgan i za t i on s h a l l have b u t one 

h a b i t a t , and t h a t s h a l l be i n the d i s t r i c t where i t s general o f f i c e s a re 

l o c a t e d and where the c e r t i f i c a t e of o rgan iza t ion f i x e s i t and t h e gene ra l 

bus iness done. 

The Supreme Court i n the n a t t e r of Dunn, 212 U. S. yjb, i n which 

i t was contended t h a t the de fendan t i n the pending s u i t concerning the 

cont roversy was a r e s i d e n t of the Southern D i s t r i c t of New York, the 

Court , a t page 338, he ld t h a t t h e record d i s c l o s e d t h a t the company main-

t a i n e d an o f f i c e i n Dal las County, Texas, and t h a t the Senior Vice 

Pres iden t l i v e d i n D a l l a s , and t h a t f o r many y e a r s the company had d e s i g -

nated Dal las a s i t s genera l o f f i c e , t h a t a l l of the a c t s of the Board of 

D i r e c t o r s t aken i n New York City were subsequent ly a f f i rmed by t h e 

meeting of the . Board in Da l l a s be fo re they were cons idered a f f e c t i v e , and 

he ld tha t the c o r p o r a t i o n could be sued i n the Eas t e rn D i s t r i c t of Texas. 

%• a t t e n t i o n i s c a l l e d to Farmer ' s & Merchant ' s Bank v . Federal 

Reserve Bank, 286 Fed. ^>6b. The i s sue be fo re the cour t was s t a t e d by 

Judge Cochran a t t he opening of h i s dec i s i on as f o l l o w s : 

."This cause i s be fo r e the cour t on the defendant b a n k ' s motion 
t o quash the s e r v i c e of p rocess upon i t on t h e ground t h a t i t i s a 
n a t i o n a l co rpo ra t i on and was no t a t the time of such s e rv i ce doing b u s i -
ness in t h i s s t a t e as r e q u i r e d in order t o s u b j e c t i t t o s u i t t h e r e i n . " 

On page 5^7 Judge Says: 

" I t i s conceded as i t must be t h a t a t the time t h i s s u i t was 
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brought t h e i n d i v i d u a l de fendan t was a c t i n g f o r the defendant bank as 
i t s agent and had been so a c t i n g f o r i t * f o r over a year and a h a l f b e f o r e 
t h e s u i t was b rough t . The defendant bank ' s p o s i t i o n i s t h a t the doing 
of bus iness i n t h i s s t a t e of a p a r t i c u l a r c h a r a c t e r a t the time s u i t was 
brought was e s s e n t i a l to j u r i s d i c t i o n and t h a t such a c t i o n on i t s beha l f 
would not c o n s t i t u t e bus iness of t h a t c h a r a c t e r . As to whether t h i s po-
s i t i o n i s sound i s the ques t ion be fo re me," ( I t a l i c s Mine) 

The i s sue i s d i s s i m i l a r from the i s sue p resen ted h e r e . The hab i t ancy of 

the bank in t h a t d i s t r i c t appears to have been waived, and t h e sole i s s u e 

was the motion to quash the s e r v i c e of the summons, as not a u t h o r i z e d , 

because no t served upon a person au thor ized to be s e r v e d , a £ i the bus iness 

r equ i r ed of the p a r t i c u l a r c h a r a c t e r was not done. In the i n s t a n t case 

t h e r e i s no q u e s t i o n as to the s u f f i c i e n c y of the s e r v i c e if the de fendan t 

i s suable in t h i s d i s t r i c t , i t not having waived the r i g h t t o exemption 

from s u i t . Aside f rom the fo rego ing quo ta t ions as t o t h e i s s u e t h e r e 

p resen ted the t h r e a d of the thought i s c a r r i e d throughout the d e c i s i o n . 

The " s y n t h e s i s " y i e l d e d by the cases examined and analyzed by Judge Cochran 

i s i l l u s t r a t e d a t page 573, where i t i s s a id : 

"The p l a i n t i f f ' s s i e volo i s not s u f f i c i e n t of i t s e l f t o confer 
j u r i s d i c t i o n . The co rpo ra t i on must be suab le t h e r e . ( I t a l i c s Mine)» 
There i s t h e r e f o r e a d u a l i s m ; - a r e a l dual ism- in a l l such c a s e s . But i t 
i s not the dua l i sm h e r e t o f o r e cons idered . I t i s t h i s : The c o r p o r a t i o n 
must be suable i n the f o r e i g n j u r i s d i c t i o n ; i . e . , i t mis t be r easonab le 
and not a r b i t r a r y f o r i t t o be sued t h e r e i n and process must have been 
served t h e r e i n on an au thor i zed a g e n t . " 

At page. 581 t h e Court s a i d : 

"This b r i n g s me to the 11 dec i s ions i n the cases in which j u r i s -
d i c t i o n was uphe ld . In upholding j u r i s d i c t i o n , i t must be taken t h a t the 
cour t decided no t only tha t the requirements as to se rv ice of process was 
met bu t t h a t t he defendant was suab le i n t h e j u r i s d i c t i o n i n which s u i t 
was brought . ***" 

On page 589 the thought i s r epea ted as f o l l o w s : 

"But i n o rder to the ex i s t ence of j u r i s d i c t i o n , i t i s not s u f -
f i c i e n t t h a t s e r v i c e of p rocess on the c o r p o r a t i o n ' s r e p r e s e n t a t i v e 
t h e r e i n be had . The c o r p o r a t i o n must be suable i n t h e f o r e i g n j u r i s d i c t i o n . 
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( i t a l i c s Mine . ) , and in order to t h i s i t irust be reasonable t h a t de -
fendan t should be sub j ec t to s a l t t h e r e i n . " 

Serv ice of p rocess i n the i n s t a n t uas6 was made upon an a u t h o r i z e d agen t , 

but the defendant Federal Ee se rve Bank was not suable in t h i s d i s t r i c t 

by s t a t u t o r y l i m i t a t i o n s under Sec- , Jud . Code, and by the bank 

under a s p e c i a l appearance invoking the p r o v i s i o n s of Sec, $1, the 

cour t i s concluded. 

(signed) Jeremiah Nete re r 

U. S. D i s t r i c t Judge-
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TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY X - 3 7 4 4 

WASHINGTON 

June 7, 1923 

The Governor 
Federal Reserve Board 

S i r : 

You are hereby advised t h a t the Department has r e f e r r e d t o t h e General 
Accounting O f f i c e , C iv i l D iv i s ion , f o r s e t t l emen t , t h e account of the Bureau 
of Engraving and P r i n t i n g f o r prepar ing Federal Reserve no tes during the per iod 
May 1, 1923, t o May 31, 1923, amounting to §162,503.66, as f o l l o w s , -

Federal Reserve Notes . 1914 

B o s t o n . . . . . . . 
M kSO 150 fcioq Total 

B o s t o n . . . . . . . .312,000 512,000 104,000 728,000 
New York .624,000 416,000 52,000 1,092,000 
Ph i l ade lph ia . .208,000 104,000 78,000 13,000 403+000 
Cleveland. • • • « - 104,000 31,000 135,000 
A t l a n t a . . . . . . . .104,000 104,000 104,000 2,000 2,000 316,000 
Minneapol is . . . .104,000 52,000 26,000 182,000 
San Francisco 208.000 104,000 52,000 3,000 367.000 

1 ,560 ,000 1,092,000 520,000 46,000 5,000 3*223,000 

3,223,000 shee t s a t v 5o.42 per # 6 2 , 5 0 3 . 6 6 

The charges aga ins t the severa l Federal Reserve Banks a re as f o l l o w s , -

Sheets Compen- P la t e Mate r ia l s Inc , Com- Total 
s a t i o n P r i n t i n g pensat ion 

B o s t o n . . . . . . . 728,000 V12.288.64 £11,611.60 ^ 9,252.88 v 3 ,552.64 v 36,705. 76 
New Ycvk. . . . 1 ,092 ,000 18,432.96 17,417.40 13,879.32 5,328,96 55,058. 64 
Phi lade lph ia 403,000 6,802.64 6,427.85 5,122 .13 1 ,966.64 20,319. 26 
C leve land . . . 135,000 2,278.80 2,153.25 1,715.85 658.80 6,806. 70 
A t l a n t a . . . . . 316,000 5,334.08 5,04o.20 4,016.36 1,542.08 15,932. 72 
Minneapolis . 182,000 3,072.16 2,902.90 2,313.22 888.16 9,176. ,44 
San Francisco 367.000 6,194.96 5,855.65 4.664,57 1.790.96 18,504. 14 

3,223,000 £54,404,24 S?51,406.85 ^40,964.33 4,15,728.24 *162,503. 66 

The Bureau app rop r i a t i ons w i l l be reimbursed in the above amount from t h e 
i n d e f i n i t e appropr i a t ion "Prepara t ion and Issue of Federal Reserve Notes , 
Reimbursable", and i t i s reques ted t h a t your board cause such i n d e f i n i t e 
appropr ia t ion t o be reimbursed i n l i k e amount 

R e s p e c t f u l l y , 

S. R, JACOBS, 

Deputy Commissioner 
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TREASURY DEPARTMENT 
OFFICE OF THE SECRETARY 

WASHINGTON X-3744 

June 7, 1923 

The Governor 

Federa l Reserve Board, . 

S i r : 

You a r e hereby advised tha t the Department has r e f e r r e d t o the General 

Accounting O f f i c e , C i v i l D i v i s i o n , f o r s e t t l e m e n t , t he account of the Bureau 

of Engraving and P r i n t i n g f o r p repa r ing Federa l Reserve no tes dur ing the pe r iod 

May 1 t o llay 31, 1923, amounting to $131.09, as f o l l o w s , -

FEDERAL RESERVE NOTES. 1919 

c : 

A t l a n t a 2,000 
San Francisco . . . . . . . . . . . . 600 

2,600 

2,600 shee t s a t ^50.42 per M $131.09 

The charges aga in s t 'the severa l Federal Reserve Banks a r e as f o l l o w s , -

Sheets Gompen P la t e M a t e r i a l s I n c . Com-
sa t ion P r i n t i n g pensa t ion Tota l 

A t l an t a 2,000 £,33.76 $31.90 $25.42 ^9.76 #100.84 
S. F ' c i s c o 600 10-13_ 9.57 7 .63 2 .92 30.25 

2,600 $43.89 $41.47 $33.05 $12.68 $131.09 

The Bureau a p p r o p r i a t i o n s w i l l be reimbursed i n the above amount from 

the i n d e f i n i t e a p p r o p r i a t i o n "P repa ra t ion and Issue of Federa l Reserve Notes , 

Reimbursable", and i t i s reques ted t h a t your board cause such i n d e f i n i t e a p -

p r o p r i a t i o n t o be reimbursed in l i k e amount 

R e s p e c t f u l l y , 
9. R. JACOBS, 

Deputy Commissioner. 
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UNITED STATES DISTRICT COUET 

EASTERN DISTRICT OF KENTUCKY 

Farmers & March an ts Bank 
of C a t l e t t s b u r g , Kentucky, P l a i n t i f f , 

v * BILL OF COMPLAINT. 

Federal Reserve Bank 
of Cleveland, Ohio, Defendant• 

Now comes the p l a i n t i f f Farmers & Merchants Bank of C a t l e t t s -

tmrg, Kentucky, and f o r i t s cause of a c t i o n aga ins t t he defendant Federal 

Reserve Bank of Cleveland, Ohio, says : 

That the p l a i n t i f f Farmers & Merchants Bank of C a t l e t t s b u r g , 

Kentucky, i s a banking co rpora t ion , duly c r e a t e d , organized and e x i s t i n g 

under and by v i r t u e of the laws of the S t a t e of Kentucky, wi th i t s 

p r i n c i p a l p l ace of bus ine s s and i t s banking house l o c a t e d in the s a i d 

City of C a t l e t t s b u r g , i n Boyd County, Kentucky, wi th power t o sue and 

be sued, and to conduct and carry on a general banking bus ines s sub-

j e c t to the laws, r e g u l a t i o n s and superv i s ion of the S t a t e of Kentucky, 

That the de fendan t Federal Reserve Bank of Cleveland, Ohio, 

i s a banking co rpo ra t i on c r e a t e d , organized ana e x i s t i n g unaer and by 

v i r t u e of the laws of the United S t a t e s of America and being the Fourth 

of the twelve r e g i o n a l banks provided f o r by an Act of Congres= known 

as the Federa l Reserve Act , with i t s p r i n c i p a l o f f i c e and p l ace of 

b u s i n e s s in the City of Cleveland, Ohio, and with power to sue and be 

sued^and t o ca r ry on a -banking bus ines s pursuant to t h e p rov i s ions of the 

sa id Federa l Reserve Act , and p a r t i c u l a r l y to c a r r y on bus ine s s i n the 
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s t a t e s of Ohio, Pennsy lvan ia , West V i rg in i a and Kentucky, ancl composed 

of member banks i n s a i d s t a t e s . 

The p l a i n t i f f says t h a t the defendant has u n l a w f u l l y , wrong-

f u l l y , i n t e n t i o n a l l y , w i l f u l l y and m a l i c i o u s l y i n t e r f e r e d w i t h , i n t e r -

meddled i n , and i n j u r e d the p l a i n t i f f in i t s manner, method and 

e s t a b l i s h e d custom of conducting' i t s banking bus iness which i t was do-

ing under , by v i r t u e o f , and i n accordance wi th , the laws of the Common-

weal th of Kentucky, i n t h a t , i t annoyed, embarrassed, coerced , a t tempted 

to coe rce , i n t e r f e r e d w i th , intermeddled i n , and i n j u r e d the banking 

bus ines s of the p l a i n t i f f by c e r t a i n wrongful and un lawfu l a c t s and con-

d u c t , i nc lud ing t h a t h e r e i n a f t e r s e t f o r t h in d e t a i l . 

The p l a i n t i f f says t h a t on September 12 th , 1916, when i t s sa id 

banking bus iness was i n c o r p o r a t e d , t h a t i t was the purpose of i t s s a id 

i n c o r p o r a t o r s in c r e a t i n g and o rgan iz ing under the s t a t e laws of the 

Commonwealth of Kentucky, to avoid the r u l e s , compliances , requi rements 

r e s t r i c t i o n s and laws r e g u l a t i n g and governing the banks c rea t ed and 

e x i s t i n g under the Acts of Congress known as the Federa l Reserve Act; and 

to organize and comply wi th the a c t s and s t a t u t e s of the Commonwealth of 

Kentucky so as to render i t s e l f amenable only to the j u r i s d i c t i o n of the 

laws of s a i d Commonwealth of Kentucky. 

That a t a l l t imes h e r e i n mentioned, and long s i n c e , i t has been 

the p o l i c y and custom of the Commonwealth of Kentucky t o promote and en-

courage the growth and development of the bus iness of banking i n sa id 

S ta t e and p a r t i c u l a r l y to promote and encourage the es tab l i shment and 

conduct of banks i n small towns and r u r a l communities so as to f u r n i s h 
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the c i t i z e n s of Kentucky res id ing in such small towns and r u r a l communi-

t i e s with a safe depository for t he i r moneyr to keep the cap i ta l and 

earnings of such communities within themselves, where i t would be 

avai lab le to such communities so c rea t ing and earning said c a p i t a l as 

loans to be used in the growth and development of these communities1 i n -

dus t r i e s ; tha t the town of Cat le t t sburg , Boyd County, Kentucky, i s a 

small town, having a population of about 4^00 people; tha t i t i s a farm-

ing town, or one located in a farming .community; tha t there i s but one 

industry or manufacturing p lan t , to -wi t , a f l ou r ing mil l of small capacity 

in the said town; tha t the banking business of the p l a i n t i f f i s l a rge ly 

local and r e l a t i v e l y small , in comparison to the business of the defendant; 

tnat the p l a i n t i f f bank i s what may be, and i s h e r e i n a f t e r , termed, a 

country bank11; that i t s depositors are mostly farmers, small merchants 

and res iden t s of the town of Cat le t tsburg and of the County of Boyd; 

that the character of funas so deposited with i t by i t s said deposi tors 

i s mostly checks and d r a f t s ; that of such oeposits so made with i t by 

i t s said deposi tors only a small percentage i s cash or currancy; tha t 

about f i v e (5) per cent of i t s average dai ly deposi ts so made with i t 

by i t s sa ia deposi tors i s in currency or cash; that about ninety f i v e 

per cent (95W of sa id deposi t is checks and d r a f t s , or evidences of 

c red i t other than currency; that a . t a l l times here in mentioned the plains-

t i f f has accepted from i t s deposi tors on deposit with i t said checks, 

d r a f t s ana other depos i t s , as well as currency; that one of the important 

funct ions performed by the p l a i n t i f f i s the use of checks payable on 

demand drawn by deposi tors against deposi ts in said bank which are used 
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in commercial t r a n s a c t i o n s in l i e u of the a c t u a l money, and t h a t sa id 

check i s the ins t rument by which the d e p o s i t o r o r d i n a r i l y seeks to w i th -

draw f u n d s , or a p a r t t h e r e o f , which have there before been d e p o s i t e d by 

him wi th the p l a i n t i f f bank* 

P l a i n t i f f says t h a t i t has always been the custom in country 

banking c i r c l e s and p a r t i c u l a r l y in the community in and near C a t l e t t s -

burg, Boyd County, Kentucky, to honor checks drawn by i t s d e p o s i t o r s 

on funds on depos i t wi th a country bank and p a r t i c u l a r l y on depos i t 

with t h i s p l a i n t i f f by paying the same over the counter in cash, when 

c i r c u l a t e d and n e g o t i a t e d loca l ly* and t h a t by r eason of such custom so 

e s t a b l i s h e d the p l a i n t i f f bank, by the long exper ience i t has had in 

banking bus ines s i n t h i s community, based upon the la.w of ave rages , 

know approximately j u s t what sums of money would d a i l y be demanded of 

i t by the p u b l i c in payment of checks over the counter i n cash* 

That i t was a l s o an old and e s t a b l i s h e d custom in banking 

c i r c l e s in sa id community, and p a r t i c u l a r l y with t h i s p l a i n t i f f , f o r 

the d e p o s i t o r s of such small country banks to give t h e i r checks drawn 

a g a i n s t funds on d e p o s i t wi th such country bank to wholesale and r e t a i l 

merchants and o ther parsons r e s i d i n g in l a r g e c i t i e s and bus iness cen-

t e r s a t a d i s t a n c e f rom sa id r u r a l community and from the town of Cat-

l e t t s b u r g , Boyd County, Kentucky, i n se t t l emen t of commercial t r a n s a c -

t i o n s had wi th such n o n - r e s i d e n t pe r sons ; t ha t the volume of checks 

so given to such n o n - r e s i d e n t persons in se t t l emen t s of commercial 

t r a n s a c t i o n s so had wi th them was l a r g e in comparison wi th t h e volume 

and sum t o t a l of checks given by d e p o s i t o r s and n e g o t i a t e d and c i r c u l a t e d 

l o c a l l y ; t h a t i t has long been the e s t a b l i s h e s custom and p r a c t i c e of 
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country banks , and p a r t i c u l a r l y of t h i s p l a i n t i f f , to handle checks 

given t o such n o n - r e s i d e n t persons by depos i t o r s and drawn on funds on 

depos i t w i th t h i s p l a i n t i f f , d a i l y , through the mai l s by correspondence, 

and t h a t when such checks a re thus s e n t through the mai l s to t h i s p l a i n -

t i f f , s e r v i c e i s demanded, of the country bank upon which they a re drawn, 

and of vvhich t h i s p l a i n t i f f i s one, in the fo l lowing manner: 

Record must be made showing from whom the check was r e c e i v e d ; 

the amount thereof en t e r ed upon such recora ; the p a r t y t r a n s m i t t i n g 

sucii check being a non - r e s iden t of the community i n which s a i d count ry 

bank i s l o c a t e d , expec t s , and must have , a remi t t ance of the proceeds 

of s a i a checks in funds a v a i l a b l e a t the place of t h e s e n d e r ' s r e s i d e n c e , 

or e l s e i n New York Exchange, which by n a t u r a l banking customs has grown 

to be c u r r e n t throughout t h i s community, and i t thus becomes incumbent 

upon the count ry bank t o mainta in in New York, C i n c i n n a t i , or e l sewhere , 

funds to be drawn upon to cover remi t t ances necessa ry to take care of the 

proceeds of checks thus sen t to i t through the mai ls * These funds a re 

maintained by the p l a i n t i f f , l ikewise by a l l the count ry banks, through 

the medium of d e p o s i t s to i t s c r e d i t i n banking i n s t i t u t i o n s l o c a t e d a t 

such f i n a n c i a l c e n t e r s and which d e p o s i t accounts must be mainta ined in 

amounts adequate a t a l l t imes to meet the average n e c e s s i t i e s of the 

drawee bank and to cover the t o t a l sum i n t r a n s i t a g a i n s t s a id drawee 

bank; the maintenance of such depos i t funds or correspondent r e s e r v e 

funds i s n e c e s s a r i l y an expense i n as much as i t i s u s u a l and customary 

f o r such correspondent banks to pay in i n t e r e s t only 2 - l /U per cen t -

i n t e r e s t on the d a i l y ba lance in &uch funds to the c r e d i t of such country 

bank and the re a r e numerous o the r d u t i e s and expenses i n connect ion 
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therewith# When such checks a r e rece ived through t h e m a i l s , a d r a f t i s 

drawn "by the p l a i n t i f f or country bank a g a i n s t the fund on d e p o s i t 

wi th i t s c i t y correspondent bank to cover the amount of such chec^c; t h i s 

d r a f t must be and i s w r i t t e n up by a competent and exper ienced person 

and duly recorded i n the records of the p l a i n t i f f or o ther count ry bank 

and p r o p e r l y charged to the account of the correspondent bank, a l e t t e r 

of r emi t t ance must be p reparea and w r i t t e n and the d r a f t enc losed 

t he r ewi th , and pos tage pa id f o r tha r e t u r n of the l e t t e r and r emi t t ance 

through the m i l s ; the completed, t r a n s a c t i o n must be recorded in the 

drawee bank, and i t must see to i t t h a t i t s correspondent r e s e r v e fund 

i s always ample to meet a l l checks or d r a f t s so given a g a i n s t i t s c o r -

respondent bank and, i f neces sa ry , i t must send e i t h e r cur rency or o the r 

c r e d i t to s a i d cor respondent bank to meet s a id checks or d r a f t s , so 

c l e a r i n g the n o n - r e s i d e n t person 1 s checks . 

The p l a i n t i f f a t a l l t imes h e r e i n mentioned kep t and mainta ined 

such correspondent r e s e r v e funds wi th the F i f t h - T h i r d Na t iona l Bank of 

C i n c i n n a t i , and Hanover Nat iona l Bank of New York City* f o r the express 

purpose of c l e a r i n g and hand l ing such checks as i t s d e p o s i t o r s gave to 

persons n o n - r e s i d e n t to the community of C a t l e t t s b u r g , The ma i l ing of 

checks and the e x p r e s s i n g of currency to such correspondent bank took 

some few days 1 time and the mai l ing of such checks of such Aon-res iden t 

persons t o the p l a i n t i f f took time; the checks were charged t o t h e 

p l a i n t i f f bank by i t s correspondent as soon as r e c e i v e d by i t so a s t o 

render the c r e d i t a t once a v a i l a b l e to the n o n - r e s i d e n t person- In such 

manner the p l a i n t i f f l o s t some i n t e r e s t and use of i t s money. Al l of 
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t h i s s e r v i c e of so c l e a r i n g checks f o r such n o n - r e s i d e n t persons 

was an expense t o the p l a i n t i f f and i s 3 ilrewire expensive to a l l l i k e 

country banks , ond by reason of such expense snd the v isk i n c i d e n t to 

l o s s of any i tem by reason of t h e f t or robbery of the m a i l s , made i t 

reasonable ana n e c e s s a r y , ana i t was long an e s t a b l i s h e d custom, f o r 

such count ry banks to make a charge of one- ten th of one per cent* on 

the amount of a l l such checks so c lea red by i t f o r such n o n - r e s i d e n t 

persons through i t s correspondent banks by n a i l , which was deducted from 

the proceeds of such checks, and which charge is'commonly known in a l l 

banking c i r c l e s as "Exchangef!> ana w i l l h e r e a f t e r be so r e f e r r e d t o . The 

c o n t i n u a t i o n of the o ld and e s t a b l i s h e d r i g h t of such count ry banks to 

charge such exchange i s e s s e n t i a l l y i npo r t an t to such banks and p a r t i c u -

l a r l y to t h i s p l a i n t i f f , and any i n t e r f e r e n c e wi th such r i g h t t o so 

charge exchange n e c e s s a r i l y i n j u r e s , damages and embarrasses the p l a i n -

t i f f . 

The p l a i n t i f f says t h a t the s e r v i c e s thus r equ i r ed of i t to 

handle and c l e a r checks drawn upon funds on d e p o s i t with i t by d e p o s i t o r s 

and sen t through the mai l s f o r c o l l e c t i o n by n o n - r e s i d e n t pe r sons , a s 

above de sc r i bed , n e c e s s a r i l y i nc rea se s i t s expense of doing b u s i n e s s ; 

t h a t t h i s s e rv i ce d i r e c t l y inures to the b e n e f i t of the payee or o r i g i n a l 

r e c i p i e n t of s a id check and the subsequent ho lde r s the reof by endorsement 

in the r e g u l a r course of b u s i n e s s , and i s the pr imary means through which 

checks have come to be so l a rge an element in the media of exchange in 

l i e u of a c t u a l currency; t h a t i n o rae r to compensate f o r t h i s s e r v i c e , 

i t has long been the u n i v e r s a l custom of banks g e n e r a l l y , and p a r t i c u l a r l y 
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of t h i s p l a i n t i f f , to make a charge of one~tenth ( l / l O ) of one p e r cant 

of such checks so c l e a r e d v$iich i s deducted from the proceeds of the 

amount named t h e r e i n and i s commonly c a l l e d "Exchange"; t h a t such a 

charge i s customary and long e s t a b l i s h e d i n banking c i r c l e s in t h i s 

community, and i s e n t i r e l y proper t o cover the expense of the p l a i n t i f f 

in hand l i ng such checks c l ea red through the mai ls and cor respondent banks 

ana c o n s t i t u t e s on a of the most impor tant sources of revenue and income 

to the p l a i n t i f f i n i t s s a i d banking bus ine s s ; t h a t the custom, p r a c t i c e 

and r i g h t of the p l a i n t i f f to make such an "exchange" charge f o r so c l ea r 

ing checks by correspondence i s a p r o p e r t y r i g h t be long ing to the p l a i n -

t i f f , and i s e s s e n t i a l l y important to i t s success and p r o s p e r i t y i n the 

performance of i t s f u n c t i o n s and the c a r r y i n g on of i t s banking b u s i n e s s 

under i t s c h a r t e r and under the s t a t u t e s of the Commonwealth of Kentucky; 

That when a bank fo regoes any such "exchange" charge f o r the 

c o l l e c t i o n and r e m i t t a n c e of checks and g ives such s e r v i c e f r e e to t h e 

n o n - r e s i d e n t persons h o l d i n g such checks as h e r e t o f o r e d e s c r i b e d , and f o r 

wards d r a f t to cover the amount of such checks through the m a i l s , wi thout 

making any deduc t ion f o r s e r v i c e , t h a t the banking term then employed 

in such case i s c a l l e d " r e m i t t i n g a t p a r " , and i s h e r e i n a f t e r r e f e r r e d t o 

as such* 

The p l a i n t i f f says t h a t the p r o s p e r i t y , s u c c e s s , and , i n f a c t , 

the very l i f e of i t s banking bus ines s depended a b s o l u t e l y upon the de -

gree of con f idence , t r u s t and good w i l l reposed in i t s o f f i c e r s , agen t s 

and in i t s good name by the c i t i z e n s and r e s i d e n t s of the town of Ca t -

l e t t s b u r g , Kentucky, and the banking community around sa id town, wi th 

which the p l a i n t i f f was o f f e r i n g t o do b u s i n e s s , ana from which i t was 
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s e c u r i n g i t s d e p o s i t o r s , in o r a s r t o hold old d e p o s i t o r s accounts and 

secure new ones; t h a t t h e o f f i c e r s and agents of t h e p l a i n t i f f had t e e n , 

p r i o r t o the i n c o r p o r a t i o n of t h i s p l a i n t i f f , engaged i n the banking b u s i -

ness i n the town of C a t l e t t s b u r g f o r a g r e a t many y e a r s and were h e l d in 

h igh r ega rd by the p u b l i c i n the s a i d town and in the banking community 

arouna i t ; t h a t f rom the da te of i t s i n c o r p o r a t i o n up u n t i l the t imes of 

the a c t s of the d e f e n d a n t h e r e i n a f t e r complained, of as h e r e i n s e t ou t in 

p a r t , in d e t a i l , t he p l a i n t i f f banking i n s t i t u t i o n had r i g h t l y and d e -

s e r v e d l y h e l d and en joyed the c o n f i d e n c e , t r u s t , f a i t h and good w i l l of 

the p u b l i c i n the s a id town of C a t l e t t s b u r g , and in the banking community 

around s a i d town by r e a s o n of i t s f a i r s e a l i n g , e s t a b l i s h e d custom and 

manner of conduct ing i t s b u s i n e s s i n s t r i c t and f a i t h f u l compliance 

w i t h , and observance of the laws of the Commonwealth of Kentucky; t h a t 

s a i d c o n f i d e n c e , f a i t h , t r u s t and good w i l l were a good and v a l u a b l e a s s e t 

and p r o p e r t y r i g h t we l l and d e s e r v e d l y earned, by tW p l a i n t i f f and of 

g r e a t and r e a l v a l u e to i t ; t h a t i t had a l a r g e number of d e p o s i t o r s 

and t h a t the account of each d e p o s i t o r was a r e a l va lue to p l a i n t i f f i n 

i t s s a i d bank ing b u s i n e s s ; 

That the F e d e r a l Reserve Act was passed and enac ted by t h e 

Congress of the Uni ted S t a t e s of America in the y e a r 1913» f ° r the 

purpose and d e s i g n of a f f o r d i n g and f u r n i s h i n g a more e l a s t i c cu r rency 

and more p r a c t i c a l means of r e d i s c o u n t i n g commercial p a p e r , e s t a b l i s h i n g 

a more e f f e c t i v e s u p e r v i s i o n of banking in the Uni ted S t a t e s , and p r o v i d -

ing f o r the e s t a b l i s h m e n t of Fede ra l Reserve Banks; t h a t under t h i s A c t , 

the t e r r i t o r y of the Uni ted S t a t e s was d iv ided i n t o twelve d i s t r i c t s 
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and. p r o v i s i o n was mad a f o r the c r e a t i o n of a Federa l Reserve Bank f o r 

each of s a id d i s t r i c t s , the de fendan t bank h e r e i n be ing c rea ted under 

sa id Act f o r the Four th D i s t r i c t t h e r e i n s e t of f under s a id Act; t h a t 

the sa id Fourth D i s t r i c t takes i n and includes t h a t p a r t of the S t a t e of 

Kentucky in which i s loca ted the town of C a t l e t t s b u r g , in Boyd County, 

Kentucky, and in f a c t , inc ludes in i t s j u r i s d i c t i o n the t e r r i t o r y of a l l 

of Eas t e rn Kentucky as the same i s des igna ted in the J u d i c i a r y Act 

c r e a t i n g the D i s t r i c t Court of the Unit id S ta t e s f o r the Eas t e rn D i s t r i c t 

of Kentucky; t h a t the de fendan t bank as a body corpora te i s composed of 

member banks r e s i d e n t in i t s said d i s t r i c t , and p a r t i c u l a r l y of member 

banks r e s i d e n t in the S t a t e of Kentucky, which member banks a re sub-

s c r i b e r s t o and owners of the c a p i t a l s tock of such r e se rve bank, the 

s tock of each number bank being apport ioned to i t in accordance wi th i t s 

i nd iv idua l c a p i t a l and s u r p l u s ; t h a t a l l Nat ional Banks a r e r e q u i r e d 

by sa id Act to become members of the Federal Reserve Bank i n the d i s t r i c t 

in which sa id n a t i o n a l bank i s l o c a t e a ; t ha t no s t a t e bank i s r e q u i r e d 

to become a member of such Federal Reserve Bank by s a i d Act , and t h a t 

sa id Federa l Reserve Banks a re by s a i d Act given no power, a u t h o r i t y , 

r e g u l a t i o n or s u p e r v i s i o n over such s t a t e banks; t h a t said Act does 

make p r o v i s i o n f o r the vo lun ta ry a c q u i s i t i o n of membership i n s a id 

Federa l Reserve Bank by banks incorpora ted under l e g i s l a t i v e enactment 

of the S t a t e s , such, f o r i n s t a n c e , as the p l a i n t i f f i n t h i s case ; p r o -

v ided , however, t h a t such s t a t e bank s h a l l have the minimum c a p i t a l 

s tock requ i red of n a t i o n a l banks, s h a l l subscr ibe and purchase the p r o -

r a t e of c a p i t a l s tock in sa id Federal Reserve Bank appor t ioned to i t , and 

otherwise comply with the sa id Act . 
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P l a i n t i f f says t h a t a t no time and in no manner has i t dona 

anyth ing t o s i g n i f y i t s consent t o be r e g u l a t e d , s u p e r v i s i o n or con-

t r o l l e d by the defendant> nor has i t ever brought i t s e l f unaer the power, 

a u t h o r i t y or con t ro l of the defendant* 

The p l a i n t i f f says t h a t s ince i t s i n c o r p o r a t i o n the de fendan t 

Reserve Bank has been a powerful f a c t o r in the banking bus iness of the 

sa id Four th D i s t r i c t as the same i s des igna ted under s a i d Act of Con-

g r e s s , and p a r t i c u l a r l y in the S t a t e of Kentucky, and in the town of 

C a t l e t t s b u r g , and in the banking community around sa id town; t h a t i t ' 

has handled and c o n t r o l l e d b i l l i o n s of d o l l a r s of c r e d i t and money, and 

has exe rc i s ed and exer ted an enormous power and i n f l u e n c e upon the banks 

and banking b u s i n e s s and ths whole scheme of f i nance in s a i d t e r r i t o r y , 

d i s t r i c t s t a t e and community; t h a t by reason of i t s immense power, con-

t r o l and a u t h o r i t y over p r a c t i c a l l y a l l the l a r g e banks in sa id d i s t r i c t , 

i t s l e a s t i n t i m a t i o n becomas law to such banks and i t s s l i g h t e s t d e s i r e 

i s sought to be s a t i s f i e d and composed by such banks in i t s s a id d i s t r i c t ; 

t h a t i n accordance wi th a p lan and p o l i c y adopted by the Federal Reserve 

Board, the defendant bank has adopted, inaugurated and en fo rced , s ince 

about January 1 s t , 1920, a p o l i c y and p l an f o r the pa r c l ea rance of 

checks by a l l banks w i t h i n i t s saict d i s t r i c t and p a r t i c u l a r l y by the p l a i n 

t i f f h e r e i n ; t h a t on or about the 23ra day of December, 19^9, the 

defendant advised the p l a i n t i f f by c i r c u l a r l e t t e r t h a t from and a f t e r 

the 1s t day of January , 1920, i t would r e q u i r e of the p l a i n t i f f t h a t 

the p l a i n t i f f c l e a r checks a t par ; t h a t the p l a i n t i f f should fo rego 

i t s r i g h t t o charge exchange f o r c l e a r i n g checks; t h a t the s e r v i c e 

inc iden t t o r e m i t t i n g the proceeds of such checks should be f u r n i s h e d 
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by t h e p l a i n t i f f w i thou t any compensation whatever; and to t h i s end. 

t h e d e f e n d a n t Reserve Bank s o o n t h e r e a f t e r sen t i t s a g e n t s and r e -

p r e s e n t a t i v e s , and p a r t i c u l a r l y i t s e n t i t s du ly a u t h o r i z e d a g e n t , 

one M. C. Magee, t o the town of C a t l e t t s b u r g t o c a l l upon t h e p l a i n t i f f 

and importune and pe r suade i t t o change i t s o ld and e s t a b l i s h e d manner 

and method of conduc t ing i t s s a i d banking b u s i n e s s and to adop t the new 

p l a n of p a r c l e a r a n c e of checks d e s i r e d to be u n i v e r s a l l y adopted and 

en fo rced by t h e d e f e n d a n t in i t s s a id Four th D i s t r i c t . 

The p l a i n t i f f d id n o t d e s i r e to change i t s o ld and. e s t a b l i s h -

ed manner and method of c a r r y i n g on and conduct ing i t s s a i d bank ing 

b u s i n e s s , and so adv i sed a t a l l t imes the v a r i o u s agen t s and r e p r e s e n t a -

t i v e s s e n t t o i t by the defendant» These v a r i o u s a g e n t s and r e p r e s e n t a -

t i v e s of t h e d e f e n d a n t a t t empted to o b t a i n from the p l a i n t i f f i t s s i g n a -

tu r e t o a w r i t t e n agreement a g r e e i n g t o remi t a t p a r and t o waive i t s 

r i g h t t o charge exchange on a l l such checks as were p r e s e n t e d by t h e d e -

f e n d a n t by cor respondence f o r c l e a r a n c e through the m a i l s a s a f o r e s a i d . 

But t h e p l a i n t i f f has a t a l l t imes r e f u s e d to s i g n such ag reement , and 

has always i n s i s t e d and s t i l l i n s i s t s on i t s r i g h t t o charge exchange on 

such checks a s i t r e m i t s by mai l as a f o r e s a i d . 

The p l a i n t i f f says t h a t t he reupon the d e f e n d a n t schemed, 

p lanned and de te rmined t o , and d i d , u n l a w f u l l y , w r o n g f u l l y , m a l i c i o u s l y , 

and w i l f u l l y , e x e r t and e x e r c i s e i t s s a i d imnsnse power, i n f l u e n c e , r e -

sources and a u t h o r i t y t o , and d i d , annoy, embar ra s s , c o e r c e , i n t e r f e r e 

w i t h , in te rmeddle i n , and i n j u r e the banking b u s i n e s s of t h e p l a i n t i f f 
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f o r the purpose of f o r c i n g the p l a i n t i f f to ag ree ing t o remi t a t p a r , 

and of per forming the s e r v i c e s i n c i d e n t to tne c l ea rance of checks "by 

mai l wi thout any compensation, and cf changing i t s old and e s t a b l i s h e d 

manner and method of conducting i t s banking bus ines s to s u i t the w i l l 

and d e s i r e of the defendant* 

And i f such unlawful a c t s should f a i l to f o r c e and coerce the 

p l a i n t i f f i n t o doing the w i l l of t he de fendan t , then i t was the purpose 

and i n t e n t i o n of the defendant t o completely d e s t r o y the banking bus ine s s 

of the p l a i n t i f f ; t h a t pursuant to such p l a n , scheme and de t e rmina t i on 

the defendan t Reserve Bank a d v e r t i s e d t o a l l the banks in t h e United 

S t a t e s tha t i t woula under take t o c o l l e c t f r e e of cos t a l l checks drawn 

upon the p l a i n t i f f by the d e p o s i t o r s of the p l a i n t i f f and which had been 

mailed out of the town of C a t l e t t s b u r g . This was accomplished by the 

defendant p u t t i n g the name of the p l a i n t i f f bank upon the "par l i s t " as 

the same was then p r e p a r e d , p r i n t e d and publ ished to the v a r i o u s banking 

houses in the United S t a t e s , on or about the 1s t day of January , 1920, 

which adver t i sement had the immediate e f f e c t and r e s u l t o f , and d i d , wi th 

draw from the old and customary banking channels e s t a b l i s h e d by the p l a i n 

t i f f with i t s cor respondent banks, a very l a r g e p a r t , i n f a c t p r a c t i c a l l y 

a l l , of the s a i d checks drawn on the p l a i n t i f f by i t s d e p o s i t o r s and sent 

out of the town of C a t l e t t s b u r g , and gathered and assembled sa id checks 

i n t o the hands of the de fendan t f o r the purpose of having them c lea red 

without c o s t to the owners or h o l d e r s thereof> 

That a f t e r t h e de fendan t bad obtained the p o s s e s s i o n of sa id 

checks as a f o r e s a i d , i t again sent i t s agents and du ly a u t h o r i z e d 

r e p r e s e n t a t i v e s to c a l l upon the p l a i n t i f f f o r the purpose o f , and they 
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d id a t t e m p t to persuade the p l a i n t i f f t o e n t e r in to an agreement in 

w r i t i n g t o remi t f o r sa id checks a t par® F a i l i n g in t h i s , s a id r e p r e s e n -

t a t i v e a t t empted to i n t i m i d a t e the p l a i n t i f f ty t h r e a t s of i n j u r y t o , 

and i n t e r f e r e n c e wi th i t s b u s i n e s s a s i t was then conduc t ing the same, 

and f a i l i n g through t h r e a t s to o b t a i n such agreement to r e m i t a t p a r , 

the d e f e n d a n t t hen p r e s e n t e d each day a l l the sa id checks so coming i n t o 

i t s hancls f o r c o l l e c t i o n a t the coun te r of the p l a i n t i f f and demanded 

the payment of s a id checks in c a s h ' o v e r the coun te r ; t h a t some t ime d u r -

ing the month of J a n u a r y , 1920, the de fendan t f i r s t began the c o l l e c t i o n 

of a l l such checks i n cash over the counter of the p l a i n t i f f by use of 

the American Railway Express Company; t h a t the d e f e n d a n t c o l l e c t e d a l l 

such checks drawn on the p l a i n t i f f by i t s d e p o s i t o r s and so going out of 

t he town of C a t l e t t s b u r g by means of the a f o r e s a i d a d v e r t i s e m e n t i n t o 

i t s branch a t C i n c i n n a t i , Ohio, and t h e r e d e l i v e r e d • s a i d checks to s a i d 

Express Company wi th i n s t r u c t i o n s t o s a id Express Company t o p r e s e n t 

s a i d checks a t the c o u n t e r of the p l a i n t i f f bank and demand cash i n pay-

ment t h e r e o f , and wi th f u r t h e r i n s t r u c t i o n s to a c c e p t payment i n no 

o t h e r form or ev idence of c r e d i t than cash* 

P l a i n t i f f says t h a t i t o f f e r e d sa id Express Company a d r a f t 

drawn on the F i f t h - T h i r d N a t i o n a l Bank of C i n c i n n a t i a g a i n s t funds i t 

t h e r e had on d e p o s i t t o i t s c r e d i t in payment of s a id checks so p r e s e n t e d 

to i t by s a i d Express Company, but such d r a f t was Refused and payment 

demanded i n ca sh , or the Express Company s t a t e d t h a t s a id check or 

checks would be p r o t e s t e d f o r non-payment; 

That t he s a i d Express Company so cont inued to make such c o l -

l e c t i o n s i n such manner on beha l f of the de fendan t f o r some f o u r or f i v e 
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weeks, a t which time the defendant employed a l o c a l pe rsona l agent in t h e 

town of C a t l e t t s b u r g and i n s t r u c t e d sa id agent t o , and sa id agent d i d , 

d a i l y , r e c e i v e f rom i t s sa id C inc inna t i Branch, by m a i l , such cheeks as 

were sen t out of town by i t s d e p o s i t o r s and drawn on funds on d e p o s i t 

wi th the p l a i n t i f f and which came i n t o the hands of the defendant by 

reason of said adver t i sement of the defendant unde r t ak ing to so c o l l e c t 

and. c l e a r sa id checks f r e e of cos t to the owners and h o l d e r s t h e r e o f , 

and a id d a i l y p r e s e n t s a i a checks a t the counter of the p l a i n t i f f and 

demand payment thereof in cash; t h a t the p l a i n t i f f would d a i l y o f f e r to 

sa id agent in payment of sa id checks a d r a f t drawn on the F i f t h - T h i r d 

Nat ional Bank of C i n c i n n a t i , a g a i n s t funas on d e p o s i t with sa id bank i n 

the name and to the c r e d i t of the p l a i n t i f f bank, which was always r e -

f u s e d ana cash demanded, and the t h r e a t made by such agents t h a t i f pay-

ment were no t made in cash the s a i a checks would be p r o t e s t e d by s a i d 

agents f o r non-payment; t h a t the de fendan t continued to so make c o l l e c -

t ions of s a id checks in cash over t h e counter of the p l a i n t i f f f o r about 

e igh teen months and u n t i l en jo ined from so doing, by temporary r e s t r a i n -

ing order d i r e c t e d from the D i s t r i c t Court of the United S t a t e s f o r the 

Eas t e rn D i s t r i c t of Kentucky; t h a t such c o l l e c t i o n s so made by s a i d 

agents in cash over the counter of the p l a i n t i f f were continued and 

inaugura ted by the defendant f o r the purpose of coe rc ing , f o r c i n g and 

compell ing the p l a i n t i f f t o s ign a w r i t t e n agreement wi th t h e defendant 

agree ing to remit f o r such checks a t par ana without cost or charge to 

the owners of s a i d checks . 

P l a i n t i f f says t h a t such c o l l e c t i o n s so made by defendan t in 

cash over the counter of a l l such checks going out of the town of 
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C a t l e t t s b u r g , so drawn on i t by i t s sa id d e p o s i t o r s a g a i n s t funds on 

depos i t wi th i t - w a s , and i s a manner and me thou of c l e a r i n g f o r e i g n items 

h e r e t o f o r e unheard of i n "banking c i r c l e s , and so i n t e r f e r e d wi th and 

d e s t r o y e r the e s t a b l i s h e d manner, custom and p r a c t i c e of the p l a i n t i f f 

in conduct ing and c a r r y i n g on i t s s a id banking b u s i n e s s , as to g r e a t l y 

i n j u r e and damage i t ; t h a t such c o l l e c t i o n in cash over the counter 

des t royed the law of averages then e x i s t i n g in the town of C a t l e t t s b u r g 

in the p r a c t i c e and exper ience of c l e a r i n g checks over the counter as 

the same had e x i s t e d a t a l l times p r i o r to such un l awfu l i n t e r f e r e n c e 

by the defendant wi th sa id law of averages , ana such c o l l e c t i o n of sa id 

checks i n cash over the counter so broke down ana dest royed the economic 

laws r e l a t i n g t o the bus iness of banking in the town of C a t l e t t s b u r g 

as the same r e l a t e d t o ana a f f e c t a a the p l a i n t i f f ' s banking b u s i n e s s , as 

t o a e s t r o y and g r e a t l y i n j u r e the p l a i n t i f f * s s a id bus ines s ; t h a t sa id 

p r a c t i c e of so c o l l e c t i n g said checks in cash over the p l a i n t i f f * s counter 

drained the v a u l t s of the p l a i n t i f f of a l l cash ana currency l e f t on 

depos i t wi th i t by i t s s a id d e p o s i t o r s and crea ted an unusual and u n r e a -

sonable demand upon the p l a i n t i f f f o r cash and currency much in excess 

of a l l the cash l e f t on depos i t wi th i t by i t s s a id d e p o s i t o r s and caused 

i t to go out i n t o the banking community in and about the town of C a t l e t t s -

burg , ana borrow and secure cash to meet the payment of the checks so 

sent out of the town of C a t l e t t s b u r g and so procured by t h e defendant and 

p resen ted a t the counter of the p l a i n t i f f f o r payment i n cash; t h a t such 

manner and p r a c t i c e of so c o l l e c t i n g s a id checks in cash over the coun-

t e r l e f t the p l a i n t i f f wi th no a v a i l a b l e cash to lend i t s pa t rons or any 

o the r pe rson and e n t i r e l y took away from the p l a i n t i f f the power and 
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r i g h t t o earn money "by i t s old and e s t a b l i s h e d custom of making loans a t 

l e g a l r a t e s of . i n t e r e s t ; and embarrassed, pjinoyed, h a r r a s s e d , i n j u r e d 

ana aamaged the bus ines s of the p l a i n t i f f by e x c i t i n g arti r a i s i n g a 

susp ic ion i n the p u b l i c mind of the c i t i z e n s of Cat] e t t s b u r g and of the 

d e p o s i t o r s of the p l a i n t i f f as to t h e solvency of the p l a i n t i f f ' s sa id 

banking i n s t i t u t i o n and caused the p l a i n t i f f to thereby lose old and 

e s t a b l i s h e d accounts of depos i t o r s as well as f u t u r e and p rospec t ive 

accounts of new d e p o s i t o r s . 

That the d e f e n d a n t ' s s a id agen t s ana duly au tho r : zea r e p r e s e n -

t a t i v e s conauctea themselves in ana about the p l a i n t i f f ' s sa iu banking 

house while p r e s e n t i n g and c o l l e c t i n g sa ia checks i n cash over the 

p l a i n t i f f ' s counter in a l o u a , b o i s t e r o u s and quarrelsome manner so as 

t o , and - d i £ , a t t r a c t the a t t e n t i o n of the p u b l i c and of the p l a i n t i f f ' s 

d e p o s i t o r s to the f a c t t h a t something very unusual was going on i n said 

banking house , and wi th the purpose o f , and a id c r e a t e a susp ic ion in 

the minds of the d e p o s i t o r s and of the pub l i c g e n e r a l l y about s a i d town 

tha t the p l a i n t i f f ' s banking bus iness was being improperly and unlaw-

f u l l y managed and conducted; t h a t sa id agen t s and r e p r e s e n t a t i v e s took 

occasion to c r e a t e scenes and d i s t u r b a n c e s a t t imes when the re would be 

many customers of the p l a i n t i f f in the lobby of the p l a i n t i f f 1 s bank 

so as to f u r t h e r impress the minas of sa id d e p o s i t o r s with the sugges-

t i on t h a t the p l a i n t i f f ' s banking bus ine s s was be ing improperly conducted 

by the p l a i n t i f f ; 

That sa id agen t s and duly au tho r i zed r e p r e s e n t a t i v e s went 

about in the said town of C a t l e t t s b u r g so conduct ing themselves as to 
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c r ea t e and d i r e c t s u s p i c i o n a g a i n s t the p l a i n t i f f , and c a l l e d upon v a r i -

ous old and new d e p o s i t o r s of the p l a i n t i f f and by pe r suas ion and sug-

g e s t i o n , and p o s i t i v e a s s e r t i o n , undertook to have them withdraw t h e i r 

accounts f rom the p l a i n t i f f ' s hanking house and do t h e i r banking bus ines 

e lsewhere; and t h a t s a i d agents ana duly au thor ized r e p r e s e n t a t i v e s c a l l 

ed upon merchants and p r o f e s s i o n a l men in sa id town f o r the purpose of 

a s c e r t a i n i n g the sources of supply of p l a i n t i f f ' s cash d e p o s i t s , wi th 

i n t e n t to cu t o f f sa id supply of cash from p l a i n t i f f , and f o r the p u r -

pose of c r e a t i n g su sp i c ion a g a i n s t the p l a i n t i f f and having sa id d e p o s i -

t o r s withdraw t h e i r accounts from the p l a i n t i f f ' s bank; t h a t by reason 

t h e r e o f , a l a r g e r number of p l a i n t i f f ' s depos i to r s d id withdraw from the 

p l a i n t i f f ' s banking i n s t i t u t i o n t h e i r accounts , some of vAich were of 

g r e a t , and a l l of which a re of r e a l , va lue to the p l a i n t i f f . 

The p l a i n t i f f says t h a t in order t o p r o t e c t i t s e l f a g a i n s t 

the p r a c t i c e of the de fendan t in c o l l e c t i n g i n t o i t s hands a l l of the 

checks so drawn on the p l a i n t i f f by i t s d e p o s i t o r s and sent o u t s i d e 

of the town of C a t l e t t s b u r g , and then p r e s e n t i n g these checks in a body 

a t the counter of the p l a i n t i f f and demanding payment i n cash t h e r e o f , 

the p l a i n t i f f adopted the p l an of stamping a l l of i t s blank checks which 

i t f u r n i s h e d t o i t s d e p o s i t o r s with t h i s endorsement: "Payable in cash 

or exchange d r a f t a t the opt ion of the Farmers & Merchants Bank, of 

C a t l e t t s b u r g " ; t h a t when such, checks b e a r i n g such endorsement came i n t o 

the hands of t h e de fendan t dur ing the a f o r e s a i d e igh teen months the d e -

fendan t was c o l l e c t i n g sa id checks i n cash over the counter and o t h e r -

wise b r i n g i n g i t s enormous i n f l u e n c e and power to bear h e a v i l y upon the 
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p l a i n t i f f f o r the purpose of c o e r c i n g i t i n t o s i g n i n g an agreement t o 

remi t a t p a r , t h a t the d e f e n d a n t , knowing the p l a i n t i f f would exerc ise . -

i t s p r i v i l e g e of payment of checks so endorsed by exchange d r a f t , would 

and d id r e t u r n sa id checks t o the h o l a e r s or owners t h e r e o f , or t o t he 

P a y e e n&nied in the check , t oge the r w i t h a form l e t t e r , or w i th a " s l i p " 

or " r i d e r " a t t a c h e d t h e r e t o wi th a s t a t emen t thereon conveying the i dea 

or sugges t i on t h a t sa id check was n o t n e g o t i a b l e , or t h a t t h e p l a i n t i f f ' s 

bank was c l o s e a , o r t h a t t h e p l a i n t i f f 1 s bank funds were a t t a c h e d or 

t i e d up in some c o u r t p roceed ing , or was i n s o l v e n t , or t h a t t h e maker of 

s a i a check was wi thout funds to meet s a i d check, and o therwise by a c t i o n 

or s t a t e m e n t a d v i s e , i n t i m a t e , s u g g e s t , i n f e r or s t a t e t o t h e s a i d h o l d -

er owner or payee of s a i a check, t h a t the p l a i n t i f f bank was no t meet ing 

i t s l a w f u l o b l i g a t i o n s ana d u t i e s , or t h a t t h e maker of s a id check was 

no t meet ing h i s l a w f u l o b l i g a t i o n s , f o r the purpose o f , and did cause 

the owner, ho lde r or payee of sa id check t o complain t o the maker t h e r e o f 

who was a d e p o s i t o r of the p l a i n t i f f , in o rae r t h a t t h e sa id d e p o s i t o r 

might b e , ana he dicl become d i s s a t i s f i e d , s u s p i c i o u s and d i s t r u s t f u l of 

the p l a i n t i f f and withdraw h i s account f rom the p l a i n t i f f * s bank# 

The p l a i n t i f f says t h a t the number of such " fo l l ow-up l e t t e r s " 

s l i p s o r " r i d e r s " so s e n t out through t h e mai ls by the de f endan t 

so as to and d id r each the p l a i n t i f f 1 s d e p o s i t o r s was ve ry l a r g e ; t h a t 

the e f f e c t and. r e s u l t of such a c t i o n and each l e t t e r , s l i p or r i a e r so 

s en t was in tended to and d id i n j u r e t h e c r e d i t and r e p u t a t i o n of such 

d e p o s i t o r s with the commercial world ex tend ing c r e d i t t o ana do ing b u s i -

n e s s w i t h i t s s a i a d e p o s i t o r s , and l i k e w i s e so i n j u r e d and damaged the 

c r e d i t and r e p u t a t i o n of the p l a i n t i f f as a banking i n s t i t u t i o n , and 

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



- 20 - ' X-3745 

f u r t h e r injured, and damage a the p l a i n t i f f by t h e withdrawal by d e p o s i -

t o r s of t h e i r accounts f o r the p l a i n t i f f ' s bank. 

The p l a i n t i f f says t h a t as an a d d i t i o n a l measure of t o r t u r e 

the defendan t m a l i c i o u s l y , wrongfu l ly and i n t e n t i o n a l l y f u r t h e r sought 

t o , and did damage and i n j u r e the good name ana r e p u t a t i o n of the p l a i n -

t i f f by adv i s ing c e r t a i n banks wi th whom the p l a i n t i f f had by long p r a c -

t i c e ana custom e s t a b l i s h e d good c r e d i t and done a l a r g e volume of i t s 

banking b u s i n e s s , t h a t no checks, d r a f t or commercial banking paper 

bea r ing the endorsement or name of the p l a i n t i f f bank would be accepted 

or handled by the d e f e n d a n t , thereby sugges t ing , i n t i m a t i n g and naming to 

sa id banks tha t the bus ines s r e p u t a t i o n , c r e d i t and naJIB of the p l a i n t i f f 

bank was so r o t t e n t h a t no paper bea r ing i t s endorsement, no ma t t e r who 

the maker, or how good the paper otherwise might b e , would be accepted by 

the d e f e n d a n t . 

The p l a i n t i f f says tha.t i t has always been i t s p r a c t i c e and 

custom to c l e a r a t par a l l items c a l l e d "Government I t ems" , and be ing 

checks and d r a f t s g iven to the United S t a t e s Government by d e p o s i t o r s 

in payment of some o b l i g a t i o n due i t ana arawn on t h e p l a i n t i f f by r ea~ 

son of i t s c l e a r i n g such i tems; t h a t such has always been the u n i v e r s a l 

p r a c t i c e among a l l banks in the United S t a t e s a t a l l t imes ; t h a t t h i s 

f a c t was wel l known t o the defendant and a l s o i t was wal l known to the 

a e f e n d a n t , t h a t the p l a i n t i f f had a l a r g e number of d e p o s i t o r s who 

monthly, y e a r l y , or q u a r t e r l y pa id an income t ax , o r some o the r form of 

revenue, t ax to the Co l l ec to r of I n t e r n a l Revenue; t h a t as a f i n a l method 

of t o r t u r e , one t h a t would reach every good d e p o s i t o r the p l a i n t i f f bank 

h e l d , a f t e r much s k i l l e d and capable l e g a l advice and wi th g r e a t s tudy 
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and d e l i b e r a t i o n , the de f endan t m a l i c i o u s l y , m i s c h i e v o u s l y , and i n t e n -

t i o n a l l y e n l i s t e d and procured the a s s i s ta.nca of the Department of I n -

t e r n a l Revenue, and of the C o l l e c t o r t h e r e o f , a t and in the Ci ty of 

L o u i s v i l l e in i t s campaign of c o e r c i o n , annoyance, embarrassment and 

t o r t u r e a g a i n s t t h e p l a i n t i f f so tha.t f o r the l a s t two y e a r s p a s t s a id 

C o l l e c t o r h a s , a t t he i n s t i g a t i o n , r e q u e s t , i n s t a n c e and a c t i o n of t h e 

d e f e n d a n t , r e f u s e d to accep t f rom any and a l l d e p o s i t o r s of t h i s p l a i n -

t i f f any check drawn upon funds on d e p o s i t wi th the p l a i n t i f f i n p a y -

ment of any o b l i g a t i o n due the Uni ted S t a t e s Government; t h a t p e r s o n a l 

checks drawn a g a i n s t s t a t e banks a r e cus tomar i ly and g e n e r a l l y a c c e p t e d 

by s a i d C o l l e c t o r in payment of income tax and were c u s t o m a r i l y and 

g e n e r a l l y so accep ted by s a id C o l l e c t o r when drawn a g a i n s t funds on 

d e p o s i t w i th the p l a i n t i f f by i t s d e p o s i t o r s u n t i l the i n t e r f e r e n c e and 

i n t e r m e d d l i n g of t h e d e f e n d a n t ; t h a t the p l a i n t i f f h a s adv i sed the s a i d 

c o l l e c t o r t h a t i t has neve r demanded, and does n o t now demand any e x -

change upon the c l e a r a n c e of checks g iven to him in payment of Govern-

ment o b l i g a t i o n s , b u t n o t w i t h s t a n d i n g such a d v i c e , s a i d C o l l e c t o r has 

upon the i n s t a n c e and connivance of t h e de fendan t cont inued to r e f u s e to 

accep t any check drawn on the p l a i n t i f f bank in payment of s a id 

o b l i g a t i o n , even w i t h o u t any p r e s e n t a t i o n to or e f f o r t to c o l l e c t s a i d 

checks; t h a t as a r e s u l t of such in t e rmedd l ing and i n t e r f e r e n c e the 

d e p o s i t o r s of the p l a i n t i f f have been g r e a t l y inconvenienced and the 

b u s i n e s s of the p l a i n t i f f g r e a t l y damaged. 

The p l a i n t i f f says t h a t the agen ts and r e p r e s e n t a t i v e s , d i -

r e c t o r s and a d v i s e r s of the d e f e n d a n t have a t a l l t imes h e r e i n mentioned 

been s e l e c t e d f rom t h e most a b l e and l e a r n e d , e x p e r i e n c e d and 
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capable bankers and lawyers of the United S t a t e s , and wel l and f u l l y 

know the f u l l ex t en t of t h e i r every a c t h e r e i n complained of by the 

p l a i n t i f f ; t h a t a l l of the said a c t s h e r e i n b e f o r e s e t f o r t h were mis -

ch ievous ly , m a l i c i o u s l y , w i l l f u l l y , i n t e n t i o n a l l y and wantonly done by 

the de fendan t wi th t l u i n t e n t on the p a r t of the de fendan t to i n j u r e 

the b u s i n e s s of the p l a i n t i f f , ana wi th the f u r t h e r i n t e n t on the p a r t 

of the de fendan t of completely d e s t r o y i n g the bus ine s s of t h e p l a i n t i f f 

i f the p l a i n t i f f would no t accede to the i l l e g a l demand of the de fendan t 

whereby the defendant demanded t h a t the p l a i n t i f f per form f o r the d e -

fendan t s e r v i c e s h e r e i n b e f o r e s e t f o r t h without compensation; 

That by r e a s o n of the a c t s and conduct of t h e de f endan t 

" a f o r e s a i d ; the p l a i n t i f f has been damaged and i n j u r e d , in t h a t i t h a s 

been fo r ced to procure u n n e c e s s a r i l y and unusual ly l a r g e q u a n t i t i e s of curren-

cy and money a t a l a r g e expense; i t has been r equ i r ed to keep a l a r g e r amount 

of r e se rve in cash i n i t s v a u l t s f o r a period of more than e igh teen 

months and a l s o l a r g e r amounts of money wi th i t s correspondent banks t h a t . 

i t would o therwise have been r e q u i r e d to keep; t h a t i t has l o s t t h e e a r n -

ing power of a g r ea t dea l of money; has l o s t many old and good accoun t s 

of d e p o s i t o r s ; has been unable t o develop new b u i s n e s s ; has s u f f e r e d much 

annoyance, embarrassment, worry and expense in the conduct of i t s b u s i -

ness and a f f i a r s ; has l o s t many thousands of d o l l a r s of d e p o s i t s f rom new 

and old d e p o s i t o r s t h a t would otherwise have been depos i t ed wi th i t ; has 

f a i l e d t o cont inue w i t h . t h e growth of i t s bus ines s ; has g r e a t l y s u f f e r e d 

and been damaged in i t s r e p u t a t i o n and f i n a n c i a l s t and ing in the communi-

ty- i n which i t does b u s i n e s s , and throughout the United S t a t e s g e n e r a l l y 

has been g r o s s l y -ana. permanently i n j u r e d , and the r e p u t a t i o n and f i n a n c i a l 
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s t a n d i n g of the p l a i n t i f f bank, g e n e r a l l y , has been l o s t to i t , and 

t h a t many d e p o s i t o r s have withdrawn t h e i r accounts f rom the cus tody and 

bus ines s c o n t r o l of t h e p l a i n t i f f ; t h a t new d e p o s i t o r s have r e f r a i n e d 

from opening accounts and d e p o s i t i n g t h e i r money wi th the p l a i n t i f f ; 

and t h a t the growth and p r o s p e r i t y of t he p l a i n t i f f 1 s banking b u s i n e s s 

has been permanent ly i n j u r e d by r e a s o n of t he a c t s a f o r e s a i d so committed 

by the de fendan t and i t s agents and du ly au tho r i zed r e p r e s e n t a t i v e s , in 

the sum of F i f t y Thousand Do l l a r s ($$0 ,000 .00 ) . 

The p l a i n t i f f f u r t h e r says t h a t a l l of t h e a c t s and conduct 

h e r e i n b e f o r e complained of and so committed by the d e f e n d a n t , i t s agen t s 

and duly a u t h o r i z e d r e p r e s e n t a t i v e s , were committed as h e r e i n b e f o r e a l -

leged wi th m a l i c e , knowledge ana i n t e n t on the p a r t of the d e f e n d a n t , 

and wi th the i n t e n t and d e s i r e to opp re s s , h i n d e r , embar rass , annoy, i n -

j u r e and coerce the p l a i n t i f f ; t h a t t h e de fendan t bank was c rea t ed under 

s a i d Reserve Act wi th r e s o u r c e s of many m i l l i o n s of d o l l a r s f o r the 

purpose of "Affording, and f u r n i s h i n g a more e l a s t i c cur rency and more 

p r a c t i c a l means of r e d i s c o u n t i n g commercial p a p e r ; " t h a t t he de f endan t 

has w i l f u l l y and i n t e n t i o n a l l y p e r v e r t e d i t s f u n c t i o n s a s a. Fede ra l Re -̂

serve Banking i n s t i t u t i o n ; has v i o l a t e d the t r u s t ana conf idence of t he 

people of the Uni ted S t a t e s , and has used and exe r t ed i t s enormous power, 

r e s o u r c e s and i n f l u e n c e which the peop le of the Uni ted S t a t e s have en -

t r u s t e d and inves t ed with i t f o r t h e mal ic ious and w i l f u l i n t e n t of 

i n j u r i n g and d e s t r o y i n g the banking b u s i n e s s of the p l a i n t i f f , and w i t h 

the malicioias and opp re s s ive i n t e n t of d e s t r o y i n g the p l a i n t i f f ' s s a i d 

banking b u s i n e s s ; t h a t t he de fendan t should be punished by reason of 
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the m a l i c i o u s , w i l f u l , i n t e n t i o n a l and wanton c h a r a c t e r of t h e a c t s and 

conduct a f o r e s a i d , a l l of which were and are prompted by the bad motive 

as h e r e i n b e f o r e s e t f o r t h , and in complete and u t t e r d i s r ega rd of i t s 

s o c i a l and l e g a l o b l i g a t i o n s , and l ikewise in d i s r e g a r d of the l e g a l and 

l a w f u l r i g h t s of the p l a i n t i f f ; and t h a t by reason thereof the p l a i n -

t i f f i s e n t i t l e d t o exemplary damages aga ins t the de fendan t in the 

f u r t h e r sum of One Hundred Thousand Dol la r s ($100,000.00) . 

WHEREFORE, t he p l a i n t i f f , Farmers & Merchants Bank of 

C a t l e t t s b u r g , Kentucky> prays fo r a judgment aga ins t the de fedan t 

Federa l Reserve Bunk of Cleveland in the sum of One Hundred and F i f t y 

Thousand Do l l a r s ($1^0>000*00), f o r i t s cos t s h e r e i n expended, and f o r 

any and a l l o ther r e l i e f to which i t may appear to be e n t i t l e d , e i t h e r 

a t law or in e q u i t y , as well as i t s cos t s h e r e i n expended* 

John L„ Smith 

George B, Martin 

Attorneys f o r the P l a i n t i f f . 
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UNITED STATES DISTRICT COURT, 

NORTHERN DISTRICT OF OHIO, 

EASTERN DIVISION. 

Chase S tewar t , * 
* 

PLAINTIFF, * 
* 

- v s - * 
* 

The Federa l Reserve Bank of * 
* 

Cleveland, Four th D i s t r i c t of t h e * B I L L 
* 

United S t a t e s , a co rpora te body, * O F 
* 

and John A. Best as Receiver of * C O M P L A I N T . 
* 

The S p r i n g f i e l d Na t iona l Bank of * 
* 

S p r i n g f i e l d , Ohio. * 
* 

DEFENDANTS. * 

The p l a i n t i f f above named f i l e s t h i s h i s B i l l of Complaint 

h e r e i n , and f o r h i s causae of a c t i o n r e s p e c t f u l l y shows t o your Honor; 

This i s a s u i t of a c i v i l n a t u r e i n e q u i t y , i n which the 

mat ter in con t rove r sy , exc lus ive of i n t e r e s t and c o s t s , exceeds $3000, 

and a r i s e s under the l a w of the United S t a t e s ; and i s f o r winding up 

t h e a f f a i r s , of a ' N a t i o n a l Banking A s s o c i a t i o n . 

FIRST. 

That the p l a i n t i f f , Chase S tewar t , was a t t h e time of t h e 

commencement of t h i s a c t i o n and s t i l l i s a r e s i d e n t and c i t i z e n of t h e 

C i ty of S p r i n g f i e l d and S t a t e of Ohio. 
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That the defendant , t h e Federa l Reserve Bank, i s a body co r -

p o r a t e c r e a t e d and duly organized under the Federa l Reserve Act of the 

Uni ted S t a t e s , and was a t a l l t imes mentioned h e r e i n and s t i l l i s doing 

"business in i t s s a i d co rpora t e capac i ty , w i th i t s p r i n c i p a l p l a c e of 

bus ines s in the Ci ty of Cleveland in s a i d D i s t r i c t . The S p r i n g f i e l d 

Na t iona l Bank i s a Nat iona l banking co rpo ra t ion organized and e x i s t i n g 

under the N a t i o n a l Banking Laws of the United S t a t e s and has i t s 

p r i n c i p a l o f f i c e and p l ace of bus iness i n t h e Ci ty of S p r i n g f i e l d , 

Clark County, Ohio, and i s a member bank of s a i d Federa l Reserve Bank. 

SECOND. 

P l a i n t i f f avers t h a t on March 6 , 132.}, s a id S p r i n g f i e l d 

Na t iona l Bank, by order., of t h e Federa l a u t h o r i t i e s , c losed i t s doors 

and s ince t h a t d a t e has c a r r i e d on no b u s i n e s s , and the de fendan t 

John A. Best has been appointed Receiver of s a i d bank by t h e Comptrol ler 

of the Currency, and i s now duly q u a l i f i e d to ac t and a c t i n g a s such 

and i s i n c o n t r o l of sa id bank and i t s p r o p e r t y and i s p roceed ing to 

l i q u i d a t e and wind up i t s bus ine s s a f f a i r s . 

S h o r t l y p r i o r to the c lo s ing of s a i d S p r i n g f i e l d Na t iona l 

Bank, f o r va lue , i t executed i t s c e r t a i n promissory no te f o r f o r t y 

thousand d o l l a r s ($40,000.00) in favor of the de fendan t , t h e Fede ra l 

Reserve Bank of Cleveland, and U. S. L ibe r ty Bonds i n t h e sum of f o r t y 

thousand d o l l a r s ($40,000.00) accompanied s a i d no te as c o l l a t e r a l f o r 

i t s payment, s a i d no te and bonds being sen t to s a i d Federa l Reserve 

Bank by A- H. P e n f i e l d as Cashier of sa id S p r i n g f i e l d N a t i o n a l Bank. 

There was inc luded i n sa id c o l l a t e r a l the fo l lowing L i b e r t y Bonds a t 

' t h e par va lue of $14,000.00, a l l of which belong to the p l a i n t i f f , 
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t o - w i t t : 

G, 1435024 $1,000,00 
G, 1435025 1,000.00 
G. 1435026 1,000.00 5th Vic tory 
G» 1435027 1,000.00 
&. 74518 5,000.00 
L. 2421543 1,000.00 

747555 1,000.00 
747554 1,000.00 3d 4 | 

138703s 1,000.0c 
1220706 1,000,00 

TOTAL*.$14,000*00 

P l a i n t i f f avers t ha t s a id bonds had "been depos i ted by him 

in sa id S p r i n g f i e l d Nat ional Bank f o r s a f e keeping p r i o r to the c los ing 

of sa id bank and were wrongful ly taken from the v a u l t of s a i d bank by 

i t s sa id Cashier and wrongful ly appropr ia ted by him as such Cashier 

and forwarded t o sa id defendant , the Federa l Reserve Bank, toge ther 

wi th a d d i t i o n a l bonds a s c o l l a t e r a l , in t he manner a f o r e s a i d , and a l l 

without the knowledge or consent of the p l a i n t i f f - At the time of the 

c los ing of s a id S p r i n g f i e l d Nat iona l Bank sa id bonds belonging to the 

p l a i n t i f f were i n the possess ion of the defendant , the Federa l Reserve 

Bank, and were r e t a i n e d by i t uzutil on or about March 8, 1923, when, a s 

the p l a i n t i f f i s informed and b e l i e v e s , sa id Federal Reserve Bank so ld 

sa id bonds and app l i ed the proceeds a r i s i n g from such s a l e , to w i t , more 

than $14,000.00, i n payment of s a id $40,000.00 n o t e . At the time of the 

s a l e of s a id bonds and s i n c e , s a i d S p r i n g f i e l d Nat ional Bank had and 

has a ba lance to i t s c r e d i t in s a i d Federal Reserve Bank g r e a t l y i n ex-

cess of t h e proceeds der ived from the s a l e of p l a i n t i f f f s s a id bonds • 

Shor t ly a f t e r the c lo s ing of s a i d S p r i n g f i e l d Na t iona l Bank 

and immediately upon l ea rn ing of the wrongful misappropr ia t ion of h i s 

bonds and the shipment of the same to sa id defendant , the Federa l Reserve 
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Bank in the manner a f o r e s a i d , p l a i n t i f f n o t i f i e d s a i d d e f e n d a n t of 

h i s ownership of s a i d bonds and demanded t h e i r r e t u r n to him. Upon 

be ing advised by s a i d defendant t h a t s a i d bonds had been s o l d and 

t h e proceeds a p p l i e d i n the manner a f o r e s a i d , p l a i n t i f f w i thou t de lay 

n o t i f i e d s a i d F e d e r a l Reserve Bank t h a t i f h i s s a i d bonds were beyond 

i t s c o n t r o l and cou ld no t be r e c a l l e d he would and d id make c l a im 

f o r t h e proceeds a r i s i n g from s a i d s a l e ; bu t n e i t h e r s a i d bonds nor 

t h e proceeds t h e r e o f have h i t h e r t o been r e t u r n e d t o him. P l a i n t i f f 

a v e r s t h a t the e f f e c t of the a p p l i c a t i o n by s a i d de fendan t , t he Federa l 

Reserve Bank, of t h e proceeds a r i s i n g from t h e s a l e of p l a i n t i f f ' s 

s a i d bonds to t h e payment and s a t i s f a c t i o n of s a i d no te of the s a i d 

S p r i n g f i e l d Na t iona l Bank has been and i s t o cause the a s s e t s and 

p r o p e r t y of s a i d S p r i n g f i e l d Na t iona l Bank i n t h e hands of s a i d de-

f e n d a n t , t h e Federa l Reserve Bank, and sub j ec t t o d i s t r i b u t i o n t o t h e 

c r e d i t o r s of the S p r i n g f i e l d Nat iona l Bank by the defendant John A-

Bes t , Rece iver , t o be inc reased in an amount equal t o t h e proceeds of 

s a i d bonds, t o which amount n e i t h e r s a i d S p r i n g f i e l d Na t iona l Bank nor 

i t s Receiver was a t any time e n t i t l e d ; and he avers t h a t s a i d Federa l 

Reserve Bank had the r i g h t in law and equ i ty upon be ing adv i s ed of the 

wrongful t ak ing and misappropr i a t ion of p l a i n t i f f ' s bonds i n t h e manner 

a f o r e s a i d and s i n c e , to charge sa id S p r i n g f i e l d Na t iona l Bank account 

w i t h the amount of the proceeds a r i s i n g f rom the s a l e of p l a i n t i f f ' s 

s a i d bonds i n t h e manner a f o r e s a i d , and s a i d Federa l Reserve Bank i s 

in law and e q u i t y under o b l i g a t i o n so to do. 

P l a i n t i f f says t h a t by reason of the premises he i s e n t i t l e d 

t o be subrogated to a l l the r i g h t s of s a i d Fede ra l Reserve Bank in and 
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a s a g a i n s t the b a l a n c e t h a t stood, to the c r e d i t of the s a i d S p r i n g f i e l d 

N a t i o n a l Bank i n s a i d F e d e r a l Reserve Bank a t t h e t ime of t h e c l o s i n g 

of s a i d S p r i n g f i e l d N a t i o n a l Bank and t h e r e a f t e r , i n an amount e q u a l l i n g 

t h e p roceeds f r o m t h e s a l e of p l a i n t i f f ' s bonds by t h e F e d e r a l Reserve 

Bank i n t h e manner a f o r e s a i d . 

P l a i n t i f f has no adequa te remedy a t law and u n l e s s p r e v e n t e d 

by t h e o rde r of t h i s Court t h e p r o p e r t y of t h e p l a i n t i f f w i l l b e t u r n e d 

over t o s a i d R e c e i v e r by t h e F e d e r a l Reserve Bank, and w i l l be d i s -

t r i b u t e d by him to t h e g e n e r a l c r e d i t o r s of s a i d S p r i n g f i e l d Na t iona l 

Bank on f i n a l d i s t r i b u t i o n . 

WHEREFORE, p l a i n t i f f p r a y s t h a t d e f e n d a n t s be r e q u i r e d to 

answer b u t n o t unde r o a t h , answer under o a t h be ing waived and f o r a 

d e c r e e t h a t he succeed t o or be p e r m i t t e d to a v a i l h imse l f of a l l t h e 

r i g n t s of t h e F e d e r a l Reserve Bank t h a t i t had a t any t ime to t h e bonds 

of p l a i n t i f f , or t o the p roceeds de r ived t h e r e f r o m , and t h a t s a i d 

F e d e r a l Reserve Bank b e o rdered to pay t h e p l a i n t i f f , i f s a i d bonds a r e 

beyond i t s c o n t r o l and cannot be r e c a l l e d and d e l i v e r e d to p l a i n t i f f , 

t h e p roceeds d e r i v e d f rom the s a l e of s a i d bonds , and t h a t s a i d account 

of t h e S p r i n g f i e l d N a t i o n a l Bank be charged w i t h the amount so t o b e 

p a i d p l a i n t i f f a s a f o r e s a i d , or i n t h e event t h a t the amount r e p r e -

s e n t i n g t h e p r o c e e d s d e r i v e d f rom t h e s a l e of p l a i n t i f f ' s bonds a p p l i e d 

on the i n d e b t e d n e s s of the S p r i n g f i e l d N a t i o n a l Bank in the manner 

a f o r e s a i d i s t u r n e d over t.o the de fendan t t h e Rece iver of The S p r i n g -

f i e l d N a t i o n a l Bank, t h a t s a i d Rece iver be o rde red to pay t o p l a i n t i f f t h e 

amount of h i s s a i d c l a i m t h e r e f r o m , and f o r a l l p rope r r e l i e f . 
S. H. WEST 
JAMES G. JOHNSON 
JOHN M. COLE 

S o l i c i t o r s f o r P l a i n t i f f . 
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UNITED STATES DISTRICT COURT, 

NORTHERN DISTRICT OF OHIO, 

EASTERN DIVISION. 

Chase S tewar t , PLAINTIFF 

v s . 

The Federa l Reserve Bank, 
Four th D i s t r i c t of the United 
S t a t e s , a c o r p o r a t e body, and 
John A. Bes t , Receiver of The 
S p r i n g f i e l d Na t iona l Bank of 
S p r i n g f i e l d , Ohio, a banking 
c o r p o r a t i o n , 

DEFENDANT, 

P R E C I P E . 

The C l e r k of s a id Court w i l l i s s u e s e p a r a t e w r i t s of 

subpoenas to s a i d de fendan t s , one of which f o r The Federa l Reserve 

Bank to be d i r e c t e d to t h e l&rsha l f o r the Northern D i s t r i c t of 

Ohio, Eas t e tn D i v i s i o n , and the other i n d u p l i c a t e subpoena f o r 

the defendant John A. Bes t , Rece iver of The S p r i n g f i e l d Na t iona l 

Bank t o be d i r e c t e d to the Marshal of the Uni ted S t a t e s D i s t r i c t 

Court f o r t h e Southern D i s t r i c t of Ohio, Western Div i s ion , r e t u r n a b l e 

according t o law. 
S. H. WEST 
JAMES G. JOHNSON 
JOHN M. COLE, 

S o l i c i t o r s f o r P l a i n t i f f . 
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IN THE DISTRICT COURT OF THE UNITED STATES 
FOR THE NORTHERN DISTRICT OF OHIO 

EASTERN DIVISION. 

In Equi ty No. 887« 

Chase S tewar t , ) 

P l a i n t i f f , 

v s . 

The Fede ra l Reserve Bank of 
Cleveland, Four th D i s t r i c t 
o f . t h e United S t a t e s , a c o r -
p o r a t e body, and.John A. Best 
a s Receiver of t h e Spring-
f i e l d Na t iona l Bank of Spring 
f i e l d , Ohio. 

Defendants . 

The de f endan t , The Federa l Reserve Bank of Cleveland , f o r 

answer to the b i l l of complaint f i l e d h e r e i n s a y s : 

1. I t admits t h a t t h i s i s a s u i t of a c i v i l n a t u r e i n equ i ty 

of which t h i s Court has j u r i s d i c t i o n ; That the p l a i n t i f f , Chase Stewart 

was a t the t ime of the conmencement of t h i s a c t i o n , and s t i l l i s , a 

r e s i d e n t and c i t i z e n of the Ci ty of S p r i n g f i e l d , Ohio; t h a t the de-

f e n d a n t , The Fede ra l Reserve Bank of Cleveland, Ohio, i s a body co r -

p o r a t e c r e a t e d and duly organized under the Federa l Reserve Act , and 

was a t a l l t h e t imes mentioned h e r e i n , and s t i l l i s , doing b u s i n e s s in 

the Ci ty of Cleveland, Ohio; t h a t the S p r i n g f i e l d Na t iona l Bank i s a 

n a t i o n a l banking c o r p o r a t i o n organized and e x i s t i n g under the n a t i o n a l 

banking laws of the United S t a t e s , wi th i t s p r i n c i p a l o f f i c e and p l a c e 

of bus iness i n t h e Ci ty of S p r i n g f i e l d , Clark County, Ohio, and was and 

ANSWER OF THE FEDERAL RESERVE 
BANK OF CLEVELAND. 
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is at the times mentioned in said bill of complaint a member bank, 

of defendant, The Federal Reserve Bank of Cleveland, 

2. The defendant admits t h a t said Springfield National 

Bank on Iferch 6th, 1923, closed its doors by order of the federal 

authorities, and that since said date has carried on no business, 

and t h a t the defendant, John A. Best, has been appointed Receiver 

of said bank by the Comptroller of the Currency, and is now duly 

qualified to act, and is acting, as such in the control of said bank 

and its property, and is proceeding to liquidate and wind up its 

affairs. 

3. The defendant admits on February 26 th , 1923, the said 

Springfield National Bank for value received executed its certain 

promissory note for $40,000 in favor of this defendant, and deposited 

with this defendant United StatesLiberty Bonds in the sum of $40,000, 

as collateral for its payment, said note being in letters and figures 

as follows, to-wit: 

"February 26, 1923. 

Ten days a f t e r d a t e , f o r v a l u e r e c e i v e d , t h e 
u n d e r s i g n e d bank promises to pay to t h e o r d e r 
of 

FEDERAL RESERVE BANIC OF CLEVELAND, 
AT ITS OFFICE IN CLEVELAND, OHIO, 

F o r t y thousand - - — _ _ _ _ _ _ _ D o l l a r s , 
w i t h i n t e r e s t a t the r a t e of s i x p e r c e n t p e r 
annum, f rom and a f t e r the m a t u r i t y h e r e o f , i f 
t h e i n d e b t e d n e s s evidenced he reby i s no t t hen 
f u l l y p a i d ; hav ing depos i t ed w i t h and p l edged 
to s a i d F e d e r a l Reserve Bank, a s c o l l a t e r a l s e -
c u r i t y f o r t h e payment of t h i s o r any o t h e r 
l i a b i l i t y o r l i a b i l i t i e s , whether d i r e c t o r c o n -
t i n g e n t , of t h e u n d e r s i g n e d bank t o s a i d F e d e r a l 
Rese rve Bank, due or t o become due or t h a t may 
be h e r e a f t e r c o n t r a c t e d , n o t e s , d r a f t s , b i l l s 
of exchange, or b a n k e r s ' a c c e p t a n c e s , which a r e 
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hereby c e r t i f i e d t o be e l i g i b l e f o r r e -
d i scoun t or f o r purchase by Federa l Reserve 
Banks under the p r o v i s i o n s of the Federa l 
Reserve Act, or by the depos i t and pledge 
of bonds or n o t e s of the United S t a t e s , a s 
de sc r ibed i n schedule of c o l l a t e r a l he re to 
a t t a c h e d and made p a r t h e r e o f , marked f o r 
i d e n t i f i c a t i o n "Schedule of C o l l a t e r a l " , 
and bea r ing the same da te as t h i s n o t e . 

Said Federa l Reserve Bank i s a l s o g iven 
a l i e n , f o r the payment of t h i s n o t e and 
any o ther of s a i d l i a b i l i t i e s , on a l l t h e 
c o l l a t e r a l depos i t ed or pledged wi th s a i d 
Federa l Reserve Bank as s e c u r i t y ; and i t i s 
hereby agreed by t h e unders igned bank t h a t 
t he s a i d Federa l Reserve Bank has t h e r i g h t 
to c a l l f o r such a d d i t i o n a l s e c u r i t y as i t 
may deem p r o p e r , and, on f a i l u r e to respond 
f o r t h w i t h to such c a l l , or on the non-payment 
of t h i s n o t e , or on t h e non-payment of any 
o the r l i a b i l i t y or l i a b i l i t i e s of the under -
s igned bank as above provided , t h e sa id Fede ra l 
Reserve Bank, or any ho lder h e r e o f , i s hereby 
g iven f u l l a u t h o r i t y to s e l l , a s s ign and d e l i v e r , 
or c o l l e c t , the whole or any p a r t of the above 
named c o l l a t e r a l s as per schedule , or any 
s u b s t i t u t e t h e r e f o r , or any a d d i t i o n t h e r e t o , 
a t any p u b l i c or p r i v a t e s a l e or on any 
b r o k e r s ' board or s tock exchange, a t any 
time or times h e r e a f t e r , wi thout demand, ad-
ve r t i s emen t or n o t i c e ; and, upon such s a l e , 
the Federa l Reserve Bank or t h e ho lder hereof 
may become t h e purchase r of the whole or any 
p a r t of s u c h c o l l a t e r a l s , d i scharged from any 
r i g h t of redemption, and, a f t e r deduct ing a l l 
l e g a l or o ther c o s t s and expenses f o r c o l l e c t i o n , 
s a l e and d e l i v e r y , may apply the r e s idue of the 
proceeds of such c o l l e c t i o n s , s a l e or sa les to 
the payment of any, e i t h e r or a l l of s a i d l i a -
b i l i t i e s , a s s a i d Federa l Reserve Bank, or i t s 
a s s i g n s , s h a l l deem p r o p e r , r e t u r n i n g the ove r -
p l u s to t h e unders igned bank. 

SPRINGFIELD NAT'L BANK 
S p r i n g f i e l d , Ohio 

By A. H. P e n f i e l d , C a s h i e r . " 

4 . Defendant admits t h a t t h e r e was included i n s a i d c o l l a r 

t e r a l L i b e r t y Bonds of the par va lue of $14,000 as l i s t e d in s a i d b i l l 
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of complaint , bu t t h i s defendant has no knowledge, except by t he 

a l l e g a t i o n s of s a i d b i l l , t h a t p l a i n t i f f was the ovmer the reof and, 

t h e r e f o r e , den ies s a i d ownership and asks proof t h e r e o f , 

5* The defendant admits tha t a t t h e t ime of t h e c l o s i n g of 

s a i d S p r i n g f i e l d Na t iona l Bank the e n t i r e $40,000 of L ibe r ty Bonds 

so depos i t ed a s c o l l a t e r a l s e c u r i t y to s a i d n o t e of t h e S p r i n g f i e l d 

Na t iona l Bank were in the possess ion of the d e f a i d a n t , as t h e bona 

f i d e ho lde r s t h e r e o f , i t having acqui red the same f o r v a l u a b l e con-

s i d e r a t i o n in t he ord inary course of bus iness , and were r e t a i n e d by 

i t u n t i l Saturday*: March 24th , a t 11:30 A* M., when i n s t r u c t i o n s were 

g iven by t h e de fendan t Federa l Reserve Bank t o b rokers i n t h e Ci ty of 

Cleveland to s e l l s a id bonds, and t h a t in accordance w i t h s a i d i n -

s t r u c t i o n s s a i d bonds were so ld by the s a i d b roke r s on Monday morning, 

March 26th, That a f t e r s a i d bonds were s o l d , b u t p r i o r to t h e de-

l i v e r y of t he proceeds to th i s . . de fendan t , a l e t t e r was r e c e i v e d from 

t h e p l a i n t i f f addressed to t h e defendant da ted March 24th , a d v i s i n g 

t n a t he was t h e owner of t h e L ibe r ty Bonds l i s t e d i n s a i d b i l l of com-

p l a i n t , which were included in s a i d $40,000 of c o l l a t e r a l . 

6* Defendant ave r s t h a t the amount r e a l i z e d f rom t h e s a l e 

of s a i d bonds was $39*715-95* which sum, t o g e t h e r wi th $85 which was 

r e a l i z e d f rom p a s t due coupons da ted March 15 th , 1923, cu t f rom $4,000 

Third L ibe r ty Loan bonds which were among the bonds claimed by the 

p l a i n t i f f , were app l i ed by the defendant i n t h e payment of s a i d n o t e , 

which, w i th i n t e r e s t to sa id d a t e , amounted to $40,688*77, l e a v i n g 

a balance due on s a i d no te t o t he defendant of $287*82, which sa id 

ba lance was on t h e 26th day of March, 1923> charged a g a i n s t t h e ba lance 
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of the Spr ingf i e ld . Nat iona l Bank, wi th the de fendan t , t he reby l i q u i -

d a t i n g s a i d n o t e of the S p r i n g f i e l d Na t iona l Bank to t h i s de fendan t 

of $40,000 and i n t e r e s t . 

7, The d e f a i d a n t ave r s t h a t the r e s e r v e of s a i d S p r i n g f i e l d 

Na t iona l Bank r e q u i r e d to be on depos i t wi th t h e defendant under the 

Fede ra l Reserve Act on March 1 s t , and subsequent t h e r e t o , was $gl ,800, 

computed upon c e r t a i n pe rcen tages of the average demand and time de-

p o s i t s of s a i d S p r i n g f i e l d Na t iona l Bank f o r the two week p e r i o d im-

media te ly p r i o r to s a i d March 1 s t . On t h e 6 th day of terch, when the 

doors of s a i d S p r i n g f i e l d Na t iona l Bank were c losed by t h e Comptrol ler 

of the Currency, s a i d bank had on depos i t with t h i s de fendan t only the 

sum of $28,350.45, and t h a t on the 26th day of March, when s a i d c o l -

l a t e r a l was s o l d , i t had only $31,586,4$ f rom which amount was de-

ducted the ba l ance due on s a i d n o t e , a f t e r app ly ing the p roceeds f rom 

the s a l e of s a i d bonds and coupons, the sum of $287*82, l e av ing a 

ba lance now on d e p o s i t with the defendant of $31,298.63. 

8, Defendant ave r s t h a t in view of the c h a r a c t e r of the 

d e p o s i t r e q u i r e d to be made by the S p r i n g f i e l d Nat iona l Bank wi th t h e 

de fendan t , thereby c r e a t i n g a fund f o r the p r o t e c t i o n of c r e d i t o r s of 

s a i d S p r i n g f i e l d Bank, i t was n o t a t l i b e r t y or r e q u i r e d to apply s a i d 

d e p o s i t to the payment of s a i d $40,000 note u n t i l i t had f i r s t ex-

haus ted t h e c o l l a t e r a l depos i t ed as s e c u r i t y f o r the payment of s a i d n o t e . 

F u r t h e r answering s a i d b i l l of compla in t , t h i s de fendan t de-

n i e s each and every other a l l e g a t i o n the reo f n o t he re in s p e c i f i c a l l y 

admit ted or den ied . 
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WHEREFORE, having f u l l y answered s a i d b i l l of compla in t , 

t h e de fendan t , The Federa l Reserve Bank of Cleveland, asks t o go 

hence wi th i t s c o s t s . 

At torneys f o r The F e d e r a l 
Reserve Bank of C leve land . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

X-37U7 

June 14 , 1923. 

SUBJECT: Opinions of Supreme Court 
i n Par Clearance Cases. 

Dear S i r : 

There a re enclosed herewith f o r your i n f o r m a t i o n , 
copies of the op in ions rendered June 11 by the Supreme Court 
of the Uni ted S t a t e s in the A t l a n t a and Richmond Par Clearance 
Cases . (American Bank & Trus t Company v . Federa l Reserve Bank 
of A t l a n t a and Farmers & Merchants Bank of Monroe v« Federa l 
Reserve Bank of Richmond.) 

The Board w i l l adv ise you l a t e r of any change which 
nay he made necessa ry i n the check c l e a r i n g system a s a t p r e -
sent ope ra t ed . 

Very t r u l y your s , 

Tffin. W. Hoxton, 
S e c r e t a r y . 

(Enclosure) 

TO GOVERNORS OF ALL F . R. BANKS. 

(PRINTED ENCLOSURE) 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3749 
June 1 6 , 1923 

SUBJECT: Foreign Bank Transac t ions , D i scon t in -
uance of P a r t i c i p a t i o n by F.R.Bank, Boston, 

Dear S i r : -

You a re be ing handed herewi th copy of a l e t t e r d i r e c t e d 
to Deputy Governor J . H. Case, of the Federal Reserve Bank of New 
York, which grows out of Boston ' s d i s con t inu ing i t s p a r t i c i p a t i o n 
i n the t r a n s a c t i o n s wi th f o r e i g n banks c a r r i e d on with the Federa l 
Reserve Bank of New York. 

I am a l s o handing you a copy of Governor Hard ing ' s l e t -
t e r adv i s ing of d iscont inuance of t h e i r p a r t i c i p a t i o n . 

Kindly l e t the Board have the views of your Bank prompt-
l y so t h a t they w i l l be a v a i l a b l e b e f o r e the Open Market Investment 
Committee meets on June 26, 

Very t r u l y y o u r s , 

Governor 

(Enclosure) 

To a l l Governors of Federal Reserve Banks 
except Hew York, 
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COPY 
FEDERAL RESERVE BOARD. 

X-37493 
June 16, 1923-

My dear S i r : 

This w i l l acknowledge ycur l e t t e r of June l ^ t h adv i s ing of the 
a c t i o n of the Federal Reserve Bank of Boston d i s c o n t i n u i n g i t s p a r t i c i -
p a t i o n in the t r a n s a c t i o n s with f o r e i g n banks. The l e t t e r of Governor 
Harciing and your l e t t e r to him were presen ted to the Board f o r cons ide ra -
t i o n . The Board, i s of the opinion tha t Governor Harding ' s l e t t e r r a i s e s 
very important quaa t ions ,/hieh cha l lenge the t r a n s a c t i o n s as m a t t e r s of 
d o u b t f u l p u b l i c i n t e r e s t -

The Board i s of the opinion t h a t the ques t ions r a i s e d by Governor 
Harding 1 s l e t t e r and your l e t t e r a r e of such importance as to r e q u i r e 
thorough c o n s i d e r a t i o n . You are t h e r e f o r e advised t h a t the Board i s 
of the opinion t h a t the ques t ion should be given cons ide r a t i on 6't the 
next meeting of the Open Market Investment Committee which w i l l be h e l d 
on June 26 th . 

A copy of t h i s l e t t e r i s be ing sent to the Governor 's of a l l the 
Federa l Reserve Banks f o r c o n s i d e r a t i o n . 

The Board, would l i k e to be adv i sed , and i s r e q u e s t i n g each of the 
Federa l Reserve Banks to give t h e i r views p e r t a i n i n g to the s u b j e c t mat ter 
r a i s e d by Governor 'Harding 's l e t t e r . 

For the in fo rmat ion of the Board i t i s d e s i r e d t h a t you prepare a 
s ta tement showing the t o t a l amount of f r e e ba lances growing out of these 
o p e r a t i o n s f o r f o r e i g n banks; a l s o the t o t a l amount of inves tments ; the 
k ind of inves tments , and the y i e l d upon such inves tments , and such o ther 
i n fo rma t ion a s w i l l put the Board in possess ion of a l l the f a c t s inc iden t 
to and neces B ary f o r a thorough cons ide r a t i on and unders tand ing of the 
ques t ions involved . 

I t would be i n t e r e s t i n g a l s o t o have the view of your Bank of the 
importance of c a r r y i n g on these t ransac t io t to f o r f o r e i g n baiiks, and 
whether i t should be continued or d i s con t inued . 

Yours t r u l y , 

(Signed) D. R. Or i s s inge r 

Governor. 

Mr. J . H. Case, 
Deputy Governor, 
Fede ra l Reserve Bank, 
New York, N» Y. 

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



COPY 
i m S A L S3S3R7Z OF H2W YOEI. 

X-37U9b 

June 1^, 1923. 

T/. P . G. Harding, E s q . , 
Governor, Federa l Reserve Bank of Boston, 

Boston, Mass. 

Dear Governor Harding: 

I have your l e t t e r of June 14 in r e p l y to mine of the 6 th 
and 12th rega rd ing your p a r t i c i p a t i o n in th3 accounts of the Bank of 
Japan and the Bankovni Urad M i n i s t e r s t v a F i n a n c i , and note t h a t i t i s 
the sense of your boara t h a t the re i s no occas ion in the p r e s e n t circum-
s tances f o r your f u r t h e r p a r t i c i p a t i o n in our t r a n s a c t i o n s wi th f o r e i g n 
banks . As you p o i n t ou t , your p a r t i c i p a t i o n in our f o r e i g n accounts 
i s e n t i r e l y vo lun t a ry ; and we have never had the remotes t d e s i r e to f o r c e 
upon any of the Federal r e se rve banks a p a r t i c i p a t i o n which they d i d no t 
wish# Our so le reason f o r o f f e r i n g p a r t i c i p a t i o n s has been to f o l l o w 
out a genera l p o l i c y ou t l i ned by the governors s e v e r a l years ago to have 
the Federal r e s e r v e banks a c t as a s i n g l e u n i t in t h e i r f o r e i g n r e l a t i o n s 
so f a r as p r a c t i c a b l e . As I have in the p a s t w r i t t e n bo th Governor Morss 
and your se l f q u i t e f u l l y on t h i s s u b j e c t , I am sure t h a t you and your 
d i r e c t o r s a r e aware of our views and tha t i t i s unnecessary f o r me t o 
say anyth ing f u r t h e r a t t h i s t ime. 

In view of the f a c t t h a t your bank d e s i r e s to withdraw from 
your p a r t i c i p a t i o n in our f o r e i g n bank arrangements , I b e l i e v e i t would 
be more s a t i s f a c t o r y to te rminate your e n t i r e p a r t i c i p a t i o n a t one t ime, 
r a t h e r than cont inue i t as to t r a n s a c t i o n s in p r o c e s s , and we w i l l be 
glad to take over your p a r t i c i p a t i o n s to-day f o r our own accoun t . We 
have accord ing ly arranged with your o f f i c e to c r e d i t us to-day $103,241,06, 
being your share of the f r e e b a l a n c e s , and a l s o t o wipe out your con t ingen t 
l i a b i l i t y on b i l l s purchased f o r f o r e i g n correspondents amounting t o 
$2 ,195 ,89^ .90 . We have s imul taneously charged your account f o r the f r e e 
ba lance and inc reased our con t ingen t l i a b i l i t y in the a p p r o p r i a t e amount. 

As to your share of the commissions earned on the f o r e i g n accounts 
i n which you have p a r t i c i p a t e d s i n c e January 1 , we w i l l c a l c u l a t e the amount 
due you and t r a n s f e r i t t o your bank in a day or two with a p p r o p r i a t e adv ice . 

Very t r u l y yours , 

(Signed) J . H. Case 

Deputy Governor. 
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COPY FEDERAL RESERVE BANK 0]? BOSTON X-37%gc 

June 14 , 1923* 

Mr# J . H. Case, Deputy Governor, 
Reserve Bank of New York, 

New' York. 

Dear Mr* Case: 

Your l e t t e r of June 6 r e g a r d i n g the p a r t i c i p a t i o n of t h i s "bank i n your 
account wi th the Bank of Japan , and of June 12 r e l a t i n g t o the account 
you have opened f o r the p r o v i s i o n a l bank of i s s u e in Czechoslovakia# were 
du ly cons idered by the board of d i r e c t o r s of t h i s bank a t t h e r e g u l a r 
s e s s i o n he ld t h i s morning. 

I t i s the sense of our board t h a t t h e r e i s no occas ion i n the p r e s e n t c i r -
cumstances f o r f u r t h e r p a r t i c i p a t i o n by t h i s bank i n your t r a n s a c t i o n s wi th 
f o r e i g n banks * There i s n o t h i n g i n the Federa l Reserve Act which r e q u i r e s 
such p a r t i c i p a t i o n , a l though i t i s p rovided t h a t wi th the consent and 
approva l of the I n d e r a l Reserve Board, any Fede ra l Reserve Bank may c a r r y 
on or conduct through t h e Fede ra l Reserve Bank opening an account wi th a 
f o r e i g n bank, any t r a n s a c t i o n s a u t h o r i z e d by S e c t i o n 14 of the F e d e r a l Re-
se rve Act . 

The r e c o r d s of t h i s Dank snow t h a t i t s p a r t i c i p a t i o n in t r a n s a c t i o n s of 
the I n d e r a l Reserve Bank of New York f o r the account of f o r e i g n banks 
began on June 16 , 1920, wi th the purchase of b i l l s f o r account of t h e 
Bank of J apan , in which t h i s bank*s con t ingen t l i a b i l i t y was $1 , l6s ,000« 
and i t s sha re of the f r e e balance was $292,000- There was no change i n 
t h e s e f i g u r e s d u r i n g the remainder of the year 1930 but d u r i n g the years-
1921 and 1922, your o p e r a t i o n s were extended to i nc lude o t h e r f o r e i g n banks , 
and the t r a n s a c t i o n s embraced the ear -mark ing of gold and the purchase of 
T reasu ry c e r t i f i c a t e s a s wel l a s b i l l s • This bank* s r a t i o of p a r t i c i p a -
t i o n was 7*3# of the t o t a l amount f rom June 16 , 1920, to December 31,1922, 
but s i n c e January 1 of t h i s y e a r , i t has been 7• 5fc* The f o l l o w i n g summary 
shows t h i s bank 1 s annual averages of the f r e e b a l a n c e d e p o s i t s , con t ingen t 
l i a b i l i t i e s , and t o t a l commissions p a i d : 

1920 
1921 
1922 
1923 

Income to d a t e . , . *$7,498*14 

I t i s conceded, of c o u r s e , t h a t the p o s s i b i l i t y of any s u b s t a n t i a l l o s s 
i n t he se t r a n s a c t i o n s i s ve ry remote , but i t seems t h a t the income a c c r u i n g 

Average Average 
Free Balance Cont. L i a b f t y . Income 

$292,000. $1 ,162 ,000 . 0 
529,589* 2 ,330 ,721 . $3 ,742.40 ( i n c . 1 9 2 0 ) 
326 ,038 . 2 , 3 1 4 , 4 0 6 . 3 ,755-74 

92 ,215 . 2 ,343 ,496 . 
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- 2 - X-3749C ' . ~ B 

to t h i s t a n k as a r e s u l t of i t s p a r t i c i p a t i o n s i s small and n o t i n p r o p o r t i o n 
to t h e amounts i n v o l v e d . A p a r t i c i p a t i o n i n a purchase or l o a n r e t u r n s a 
p r o p o r t i o n a t e share of the d i s c o u n t or i n t e r e s t p a i d , "but our p a r t i c i p a t i o n s 
i n your f o r e i g n a c c o u n t s , whi le c a r r y i n g a l l the r i s k invo lved i n a p u r c h a s e , 
g ive u s only a sha re in a small commission. 

The d i r e c t o r s of t h i s bank f e e l , t h a t look ing a t the m a t t e r p u r e l y from the 
s t andpo in t of income, i t i s no t good b u s i n e s s t o pe rmi t i t t o havs t he se 
c o n t i n g e n t l i a b i l i t i e s . The i r approva l of t h e s e p a r t i c i p a t i o n s i n the p a s t 
has been a c t u a t e d by a d e s i r e t o coopera te wi th t h e o t h e r F e d e r a l Reserve 
Banks i n t r a n s a c t i o n s which .vere r e p r e s e n t e d as be ing in the p u b l i c i n t e r e s t , 
and which i n t h e c i rcumstances then e x i s t i n g seemed l i k e l y t o i n v o l v e con-
t i n g e n t l i a b i l i t i e s which had b e t t e r be d i s t r i b u t e d among a l l F e d e r a l Re-
se rve Banks r a t h e r than assumed by one bank a l o n e . There do n o t a t fcbi 
p r e s e n t t ime , however, appear t o be any c o n s i d e r a t i o n s of a p u b l i c c h a r a c t e r 
r e q u i r i n g t h i s bank to cont inue t o p a r t i c i p a t e i n accounts opened by t h e 
F e d e r a l Reserve Bank of New York i n i t s own name and upon i t s own i n i t i a t i v e 
w i t h v a r i o u s f o r e i g n banks . The conduct of t h e s e accounts i s n e c e s s a r i l y 
under the s o l e management and c o n t r o l of the o f f i c e r s of the F e d e r a l Reserve 
Bank of New York. Your i n s t i t u t i o n i s the so l e b e n e f i c i a r y of any 
c o l l a t e r a l advan tages which may accrue froc, these banking connec t ions 
abroad and b e a r s tho overhead expense of t r a n s a c t i n g t h e b u s i n e s s . There 
i s a t p r e s e n t no s t r a i n upon the Fede ra l Reserve System and the d i r e c t o r s 
of t h i s bank see no r ea son i-nt i l corn i t ions change why i t should s h a r e i n 
the p r o f i t s or bea r any p a r t of the l o s s e s which may grow out of your 
t r a n s a c t i o n s w i th your f o r e i g n c o r r e s p o n d e n t s . 

I n any l a r g e t r a n s a c t i o n s impressed with a d i s t i n c t p u b l i c i n t e r e s t such as 
the ea r -mark ing of gold wi th the Bank of England in June , 1917; the d e -
p o s i t s you h e l d f o r the account of the Bank of the Nat ion of Buenos A i r e s , 
which involved t h e i r payment i n gold w i t h i n a c e r t a i n time a f t e r the end 
of the war; the ea r -mark ing of German gold with the Bank of England i n 
J u n e , 1919; and the ea r -mark ing of gold wi th t h e Bank of France i n Sep t -
ember, 1920, the d i r e c t o r s of t h i s bank have c h e e r f u l l y agreed t o a 
p a r t i c i p a t i o n , and i t i s t h e i r i n t e n t i o n t o p a r t i c i p a t e i n any s i m i l a r 
t r a n s a c t i o n s which may be engaged i n h e r e a f t e r . 

I n view of t h e f o r e g o i n g , the d i r e c t o r s have i n s t r u c t e d me to a a v i s e you 
t h a t t h i s bank does n o t care t o p a r t i c i p a t e in your arrangement wi th the 
Czechoslovakian bank, and wi th r e s p e c t t o your accoun t s w i th t h e Bank of 
J apan , Bank of England, Bank of F rance , de Neder landsche Bank, Swiss 
N a t i o n a l Bank, and de Javasche Bank, in which t h i s bank has been a p a r t i -
c i p a n t , to g ive n o t i c e of c a n c e l l a t i o n of p a r t i c i p a t i o n agreements h i t h e r t o 
made by t h i s bank excep t a s t o t r a n s a c t i o n s i n p r o c e s s . 

With a s s u r a n c e s of our a p p r e c i a t i o n of the c o u r t e s y you have accorded us 
in a l l t hese m a t t e r s , I am, 

Very t r u l y y o u r s , 

(Signed) W. P. G. Hard ing , 

Governor. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

x-3750 

June 20, 1923. 

SUBJECT: Permission granted to member banks to 
apply foir discounts of eligible paper acquired 

• from non-member banks. 

Dear Sir: 

Attached hereto is a copy of circular letter 
X«31?6, dated July 27, 1921, subject "Permission granted 
to member batiks to apply for discounts of eligible paper 
acquired from non-member banka*. 

She Board is now considering the advisability of 
rescinding this circular in toto, or of so modifying it as 
to make the privilege it accords applicable only in the case 
of those non-member banks which are not eligible for member-
ship in the Federal Beserve System 

Before finally determining this question, the Board 
should like to be advised by each Federal Reserve Bank of its 
views with respect to the matter. 

By order of the Federal Reserve Boajrd• 

Very truly yours, 

Wm. W. Hoxton, 
Secretary. 

(Enclosure) 

To all Governors and 
Federal Reserve Agents. 
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Ju ly 27, 1921. 
X-3176 

SUBJECT: Psrmission granted to member berks to app ly f o r 
d iscounts of e l i g i b l e paper acquired from non-
member banks. 

Dear S i r : 

As you. know, Sect ion 19 of the Federal Reserve Act p rov ides 

• in p a r t tha t -

"Bo merrber bank sha l l a c t a s the medium or agent of a 
nonmember bank i n applying f o r or r ece iv ing d i scoun t s from 
a Federal Reserve Sank under the provis ions of t h i s Act, 
except by permiss ion of the Federal Beserve Board". 

This l e t t e r i s to advise you tha t the Federal Reserve Board 

has given ganeral a u t h o r i t y to member banks to apply to t h e i r r e s p e c t i v e 

Federal Reserve Barks f o r discounts of e l i g i b l e paper acquired by such 

member banks from nonmember banks, such a u t h o r i t y t o be e f f e c t i v e u n t i l 

withdrawn by the Federal Reserve Board. The ex ten t to which the r e -

spec t ive Federal Reserve Batiks w i l l e n t e r t a i n such a p p l i c a t i o n s i s , of 

course, a mat ter of po l i cy f o r the determinat ion of the o f f i c e r s of each 

bank. 

Very t r u l y yours, 

G o v e r n o r . 

TO GOVERNORS AND FEDERAL RESERVE AGENTS. 
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FEDERAL RESERVE BOARD d l i 
WASHINGTON 

X-3753 

June 25, 192>. 

SUBJECT: Discount or Purchase of S ight or Demand. D r a f t s 
Pending Issuance of Regulationsi, 

Dear S i r : 

The ques t ion has been r a i s e d whether under the a u t h o r i t y 
contained i n the t h i r d paragraph of Sect ion I 3 of the Federal Re-
serve Act as attended by the A g r i c u l t u r a l Credi ts Act of March 4 , 
1923, Federal Rsserva Banks may d iscount or purchase demand br 
s i g h t d r a f t s ahd b i l l s of exchange secured by b i l l s of l ad ing or 
o ther shipping documents conveying or secur ing t i t l e covering non-
p e r i s h a b l e , r e a d i l y marketable , s t a p l e a g r i c u l t u r a l p roduc t s , pend-
ing the issuance of r egu la t ions on the sub jec t by the Federa l Re-
serve Board. 

While the power to d i scount or purchase such d r a f t s or b i l l 
of exchange i s expressly-made sub j ec t to r e g u l a t i o n by the Federal 
Reserve Board, the Board i s of the opinion t ha t the exe rc i s e of 
t h i s power i s not condi t ioned on the issuance of such r e g u l a t i o n s , 
and t h a t the re i s . n o reason why Federal Reserve Banks should not 
d iscount or purchase such d r a f t s and b i l l s of exchange wi th in the 
l i m i t s p resc r ibed by the Act p&ndiiig the issuance of r e g u l a t i o n s 
on the s u b j e c t . 

Furthermore, the Board f e e l s t h a t most , i f no t a l l of 
the necessa ry safeguards on the exe rc i se of t h i s power are c o n t a i n -
ed in the Act i t s e l f and i t probably w i l l no t be necessa ry to add 
much, i f anyth ing , by way of r e g u l a t i o n . 

By order of the Federal Reserve Board. 

Very t r u l y yours , 

Wm. W. Hoxton, 
Sec re t a ry . 

TO GOVERNORS OF ALL F. R. BAMS. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3754 

June 22, 1923, 

SUBJECT: ASSESSMENT FOR GENERAL EXPENSES OF THE FEDERAL RESERVE 
BOARD, JULY 1 TO lECEMBER 31, 1923. 

Dear S i r : 

Confirming te legraphic advice of t h i s date the re i s 
enclosed herewith copy of a r e so lu t ion adopted by the Federal 
Reserve Board a t a meeting held on June 21, 1925, levying an 
assessment upon the severa l Federal Reserve Banks of an amount 
equal to one hundred f i f t e e n thousandths of one per cent (.00115; 
of the t o t a l pa id in c a p i t a l s tock and surplus of such banks t o 
defray the est imated general expenses of t he Federal Reserve 
Board from Ju ly 1 t o December 31, 1923. 

There i s a l so enclosed a statement showing t he bas i s 
upon which the assessment i s l ev i ed . 

Kindly deposit one-half of t he amount of your a s s e s s -
ment in the General Account, Treasurer , U. S . , on your books 
Ju ly 1 , 1923, and one-half September 1 , 1923, in each instance 
i ssu ing a C/D f o r c r e d i t of "Sa lar ies and Expenses, Federal 
Reserve Board, Special Fund", assessment f o r general expenses, 
and sending dupl ica te C/D t o the Federal Reserve Board, Also 
p lease f u r n i s h a statement of your c a p i t a l and surplus used as 
a bas i s fo r the assessment. 

Very t r u l y yours , 

Enclosures, F i sca l Agent. 

(Sent to Chairman of each Federal Reserve Bank). 
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X-3754a 

RESOLUTION LEVYING ASSESSMENT 

Whereas, under Section 10 of the ac t approved 
December 23, 1913, and known as the Federal Reserve Act , 
the Federal Reserve Board i s empowered to levy semi-annually 
upon the Federal Reserve Banks in propor t ion to t h e i r c a p i -
t a l s tock and surplus an assessment s u f f i c i e n t t o pay i t s 
es t imated expenses, including the s a l a r i e s of i t s members, 
a s s i s t a n t s , a t to rneys , exper ts and employees f o r the h a l f -
year succeeding the levying of such assessment, together 
with any d e f i c i t c a r r i e d forward from the preceding h a l f -
year ; and 

Whereas, i t appears from est imates submitted and con-
s idered tha t i t i s necessary t h a t a fund equal to one 
hundred f i f t e e n thousandths of one per cent of t h e t o t a l 
pa id - in c a p i t a l s tock and surplus of t he Federal Reserve 
Banks be c rea ted f o r the purpose here inbefore descr ibed , 
exclus ive of t he cost of engraving and p r i n t i n g of Federal 
Reserve notes ; How, t h e r e f o r e , 

Be i t resolved, That pursuant to the au tho r i t y 
vested in i t by law, the Federal Reserve Board hereby 
l ev ies an assessment upon the several Federal Reserve 
Banks of an amount equal to one hundred f i f t e e n thousandths 
of one per cent of the t o t a l pa id - in c a p i t a l and surplus 
of such banks as of June 30, 1923, and the F i sca l Agent 
of the Board i s hereby authorized to c o l l e c t from sa id 
banks such assessment and execute, in the name of t he 
Board, r e c e i p t s fo r payments made. Such assessments w i l l 
be c o l l e c t e d in two ins ta l lments of one-half each; the 
f i r s t ins ta l lment to be pa id on Ju ly 1, 1923, and t he 
second h a l f on September 1, 1923. 
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X-3754b 

ESTIMATE FOR JULY 1923 ASSESSMENT 

Average monthly encumbrance f o r period. 
January 1, 1923, to June 30, 1923: 

Personal se rv ices : . $ 45,277.60 
(Estimate f o r June, #46,582,33; 

Non-personal s e rv i ce s , . . . . . . 16,222.66 
- $ 61,500.26 

Estimated monthly requirements, 
Ju ly to December, 1923: 

Personal s e rv i ce s , 49,850.00 
Non-personal s e rv i ce s , . . . . . . . 16,900.00 

66,750.00 

Estimated monthly inc rease , . . 5,250.00 

Total est imated requirements, 
Ju ly 1, 1923, t o December 31, 1923, inc lus ive , . 400,500.00 

Estimated unencumbered balance, June 30, 1923, . . 25,000,00 

Amount to be ra i sed by assessment, 375,500.00 

Estimated pa id - in c a p i t a l and surplus of 
Federal Reserve Banks as of June 30, 1923, . . , 327,750,000.00 

An assessment of one hundred f i f t e e n thousandths of 
one per cent (.00115) w i l l produce, . , . . 376,912.00 
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. x-3755 
(Superseding X-20J3) 

BY-LAWS OF THE FEDERAL RESERVE BOARD. 

June ^7, I923, 

A r t i c l e I . 

The Chairman* 

The Sec re t a ry of the Treasury , as Chairman of the Board, s h a l l p r e s i d e 
a t a l l meetings whan p r e s e n t . In the absence of the Chairman, the Governor 
s h a l l a c t as p r e s i d i n g o f f i c e r . In the absence of both the Chairman and the 
Governor, the Vice-Governor s h a l l p r e s i d e , and in the absence of a l l three 
such o f f i c e r s , the remaining member of the Execut ive Committee s h a l l p r e s i d e . 

A r t i c l e I I . 

The Governor. 

Sec . 1 . The Governor of the Fede ra l Reserve Board s h a l l be t h e 
a c t i v e execu t ive o f f i c e r t h e r e o f ; s u b j e c t , however, to the s u p e r v i s i o n 
of the Board and t o such r u l e s and r e g u l a t i o n s as may be inco rpo ra t ed 
h e r e i n or may from time to t i n s , by r e s o l u t i o n , be e s t a b l i s h e d . 

Secv 2', The Governor s h a l l have general charge of the execu t ive 
and r o u t i n e bus iness of the Board not s p e c i f i c a l l y a s s igned under the by-
laws or by r e s o l u t i o n ' of the Board to any ind iv idua l member or committee 
t h e r e o f , and s h a l l have supe rv i s ion of the Board 's s t a f f . 

Sec. 3* I t s h a l l be the duty of the Governor to oversee and con-
t r o l the submission of s ta tements t o the p r e s s expres s ive of the Board ' s 
p o l i c y or d e s c r i p t i v e of i t s a c t i o n . 

Sec. 4 . The Governor s h a l l be an e x - o f f i c i o member of a l l S tanding 
Committees of the Board. 

A r t i c l e I I I . 

The Vice-Governor. 

Sec . 1 . I n the absence or d i s a b i l i t y of the Governor, h i s powers 
s h a l l be exerc i sed and h i s d u t i e s d i scharged by the Vice Governor, and in 
the absence or d i s a b i l i t y of bo th of these o f f i c e r s , such powers s h a l l be 
exe rc i sed and such d u t i e s d i scharged by the remaining member of the Executive 
Committee; in the absence or d i s a b i l i t y of a l l members of the Execut ive 
Committee the powers and d u t i e s of the Governor s h a l l be e x e r c i s e d by the 
senior member of the Board p r e s e n t . 
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Sec. 2 . I t s h a l l be the duty of the Vice Governor to cooperate with 
the Governor in the adminis t ra t ion of the executive business of the Board. 

Ar t i c l e IV. 

The Executive Committee. 

Sec. 1 . There sha l l be an Executive Committee of the Board cons i s t ing 
of three members, which shal l include the Governor and Vice-Governor and one 
o ther . The t h i r d member sha l l be nominated and e lec ted a t a regular meeting 
of the Board. Members of the Board sha l l serve as f a r a s p r a c t i c a b l e in 
r o t a t i o n and f o r per iods to be f i x e d by the Governor from time to time» Two 
members sha l l c o n s t i t u t e a quorum f o r the t r ansac t ion of bus ines s . 

89c. 2 . I t s h a l l be the duty of the Executive Committee of the Board to 
t r ansac t a l l business of an executive nature which can be t ransac ted in 
accordance with p r i n c i p l e s or p o l i c i e s already es tab l i shed by the Board, and 
such as may be delegated to i t from time to time; to review and approve im-
por tant correspondence involving the expression of opinions or dec i s ions of 
the Board, and to prepare and make re commendations governing the conduct of 
the Board's bus iness . 

Sec. 3* The Executive Committee sha l l a l so have charge of a l l mat ters 
apper ta in ing to the i n t e r n a l organizat ion of the Board, and sha l l make r e -
commendations from time to time on t h i s mat te r . I t sha l l a l so prepare 
a m u a l l y a budget of proposed expenditures . 

The Secre ta ry of the Board shal l serve as Secre tary of the : 
Executive Committee. 

Ar t i c l e V. 

Standing Committee. 

In add i t ion to the Executive Committee there sha l l be the f o l -
lowing Standing Committees: 

Sec. 1 . Law. 
To the Law Committee s h a l l be r e f e r r e d f o r study and repor t 

a l l quest ions of a l ega l na tu r e . To t h i s Committee s h a l l a l so be assigned 
the prepara t ion or r e v i s i o n of the Board 's r egu la t i ons , contemplated amend-
ments to the Federal Reserve Act, app l ica t ions under the Kern amendment to 
the Clayton Act, and app l ica t ions f o r the exerc i se by na t iona l banks of t r u s t 
powers. 

The General Counsel s h a l l serve as Secre tary of the Committee-

Sec. 1 Examination. 
To t h i s Committee sha l l be r e f e r r e d a l l quest ions r e l a t i n g to 

the examination of Federal Reserve or member banks including admission of 
s t a t e banks and permission to e s t a b l i s h and operate branches* 

The Chief Examiner s h a l l serve as Secre tary of t h i s Committee. 
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Sec# 3* Clea r ings• 
To t h i s Committee s h a l l be r e f e r r e d a l l ques t ions r e l a t i n g to 

the Federa l Reserve par c lea rance system. 
The Sec re t a ry of the Board s h a l l s e rve a s S e c r e t a r y of t h i s 

Committee, 

Sec. 4 . Discount and Open Market Policy* 
I t s h a l l "be the duty of t h i s Committee to s tudy and advise 

the Board from time to time of the t t end of bus iness and c r e d i t and to make 
recommendations wi th regard to the c r e d i t p o l i c y and ope ra t ions of the 
Federal Reserve Banks inc lud ing changes of d iscount r a t e s and the purchase 
or sa l e of open market investments# , 

The D i r e c t o r of the Div is ion of Research and S t a t i s t i c s s h a l l 
serve as Sec re t a ry of t h i s Committee• 

Sec. 5* A g r i c u l t u r a l Cred i t Condi t ions . 
I t s h a l l be the duty of t h i s Committee t o keep the Board in -

formed of the cond i t i on of a g r i c u l t u r e and i t s c r e d i t needs in d i f f e r e n t 
Federal Reserve D i s t r i c t s i n order to br ing about a b e t t e r a d a p t a t i o n of the 
c r e d i t ope ra t ions of the Federal Reserve Banks to the meeting of these needs„ 

A member of the D iv i s ion of Research and S t a t i s t i c s s h a l l be 
des igna ted to serve as Sec re ta ry of t h i s Committee. 

Sec* 6* Research and S t a t i s t i c s * 
This Committee s h a l l have charge of a l l i n v e s t i g a t i o n s of an 

economic and s t a t i s t i c a l cha rac te r au thor ized by the Board and s h a l l super -
v i s e the work of the Div i s ion of Research and S t a t i s t i c s and the p r e p a r a t i o n 
and p u b l i c a t i o n of the Federa l Reserve B u l l e t i n , This Committee s h a l l a l s o 
have supe rv i s ion of the s t a t i s t i c a l and p u b l i c a t i o n work of the Federa l Re-
serve Banks. 

The D i r e c t o r of the Div is ion of Research and S t a t i s t i c s s h a l l 
serve as Sec re t a ry of t h i s Committee. 

Se c • J* S a l a r i e s and Expendi tures of Federa l Reserve Banks. 
t h i s Committee s h a l l be ass igned a l l recommendations from 

Federal Reserve Banks f o r changes of s a l a r i e s and o the r expend i tu re s - This 
Committee s h a l l a l s o make r e p o r t s with respec t to c h a r g e - o f f s and f r a n c h i s e • 
tax of Federa l Reserve Banks. 

The A s s i s t a n t S e c r e t a r y of the Board s h a l l serve as Sec re t a ry 
of t h i s CommittRA. 

Sec* S. D i s t r i c t Committees# 
To each Federa l Reserve Bank and D i s t r i c t s n a i l be ass igned 

a Committee of not l e s s than two members of the Federal Reserve Boaru* I t 
s n a i l be the ^duty of eacn Committee t o keep i t s e l f informed by correspond-
ence ana v i s i t of the a . f f a i r s of the Bank, and the cond i t i on of the D i s t r i c t , 
and make i n v e s t i g a t i o n and repor t on a l l ques t ions a p p e r t a i n i n g to the 
ope ra t ion of any Federa l Reserve Bank or the cond i t ion of any F^aera l Reserve 
D i s t r i c t t h a t may be r e f e r r e d to i t by the Board. These Committees s h a l l 
a l s o a id the Committee on S a l a r i e s and Expendi tures of Federal Reserve Banks 
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with in fo rmat ion r e g a r d i n g personne l of the r e s p e c t i v e Fede ra l Reserve 
Banks of which they have charge. These Committees s h a l l a l s o make recom-
mendations to the Board f o r the appointment of D i r e c t o r s a t Federa l Re-
serve Banks and Branches. 

Sec. 9* NOMINATIONS. I t s h a l l be the duty of t h i s Committee t o 
i n v e s t i g a t e and r e p o r t on the q u a l i f i c a t i o n s of a l l recommendations f o r 
the appointment of Class C D i r e c t o r s and o ther vacanc ies t o be f i l l e d 
by the Board a t F e d e r a l Reserve Banks or t h e i r b ranches . 

A r t i c l e VI 

The Sec re t a ry and A s s i s t a n t S e c r e t a r i e s 

Sec . 1. The Board s h a l l appo in t a Sec re ta ry and one or more 
A s s i s t a n t S e c r e t a r i e s . 

Sec. 2 . The S e c r e t a r y s h a l l a t t e n d each meeting of the Board and 
s h a l l keep an a c c u r a t e r eco rd of i t s p roceedings , and s h a l l conduct such 
correspondence as may be ass igned to him by the Board or the Governor; 
He s h a l l pe r fo rm such o ther d u t i e s as may be ass igned to him by the 
Governor. 

Sec. 3» The S e c r e t a r y s h a l l have custody of t h e s e a l , and, a c t i n g 
under the a u t h o r i t y of t h e Board, s h a l l have power to a f f i x the same t o 
a l l i n s t rumen t s r e q u i r i n g i t . Such ins t ruments s h a l l be a t t e s t e d by 
the S e c r e t a r y . 

Sec. 4. The A s s i s t a n t Sec re t a ry des igna ted by the Board or by t h e 
Sec re t a ry s h a l l e x e r c i s e the powers and d i scha rge the d u t i e s of t h e 
Sec re t a ry i n h i s absence or d i s a b i l i t y . The A s s i s t a n t S e c r e t a r i e s s h a l l 
pe r fo rm such o ther d u t i e s a s may be a s s igned t o them f rom time to t ime 
by t h e (Board or by t h e Sec re ta ry of the Board. 

A r t i c l e VII . 

A s s i s t a n t to t h e Governor. 

Sec. 1. The Board nay appoin t an A s s i s t a n t to the Governor. 

Sec. 2 . The A s s i s t a n t to t h e Governor s h a l l pe r fo rm such d u t i e s 
as s h a l l be a s s igned t o him by t h e Governor. 
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Sec. 3* The A s s i s t a n t to t h e Governor s h a l l have power to s ign checks 
of the Fede ra l Reserve Board withdrawing funds f rom t h e Gold Se t t l ement Fund 
as described, in A r t i c l e 1Z of these by- laws , and r e q u i s i t i o n s upon- t h e 
Comptrol ler of the Currency f o r the d e l i v e r y of F e d e r a l Reserve no te s to the 
r e s p e c t i v e Federa l Reserve Agent? or to t h e i r order and Federa l Reserve Bank 
no te s to the r e s p e c t i v e Federa l Reserve Barks or bo t h e i r order as desc r ibed 
i n A r t i c l e X of these by- laws, such checks and r e q u i s i t i o n s t o be c o u n t e r -
signed by the Governor or a c t i n g execu t ive o f f i c e r of the Board. 

A r t i c l e VI I I . 

The F i s c a l Agent and Deputy F i s c a l Agent. 

Sec.. 1. The Board s h a l l appoint a F i s c a l Agent and a Deputy F i s c a l Agent. 
The duty of the F i s c a l Agent s h a l l be to c o l l e c t and d e p o s i t a l l moneys r e -
ce ivab l e "by t he Board wi th the Treasure r of the Un".t.ed S t a t e s , t o be 
p laced i n a s p e c i a l f und e s t a b l i s h e d on t h e books of the Treasurer f o r 
the Federa l Reserve Beard . The Deputy F i s c a l Agent s h a l l per form the 
d u t i e s of the F i s c a l Agent dur ing h i s absence or d i s a b i l i t y . 

Sec. 2. The F i s c a l Agent and Deputy F i s c a l Agent s h a l l each execu te 
a s e p a r a t e bond w i th s u r e t y s a t i s f a c t o r y to the Board. 

Sec. 3* Payments of expenses and o ther d i sbursements of the Board 
s h a l l be made by t h e F i s c a l .Agent upon proper vouchers out of moneys ad-
vanced to him by r e q u i s i t i o n and warrant out, of the s p e c i a l fund and 
p laced t o h i s o f f i c i a l c r e d i t wi th t h e Treasurer of the Uni ted S t a t ed as 
provided by s e c t i o n 5 of t h i s A r t i c l e . In t h e absence of the F i s c a l Agent 
payment of expenses and o ther d isbursements s h a l l be made by t h e Deputy 
F i s c a l Agent upon proper vouchers ou t of moneys advanced to t h e F i s c a l 
Agent by r e q u i s i t i o n and warrant out of t h e s p e c i a l f u n d and p l a c e d t o 
h i s o f f i c i a l c r e d i t wi th t h e Treasurer of t h e Uni ted S t a t e s as p rov ided 
by Sec t ions 5 and 6 of t h i s a r t i c l e . 

Sec. 4 . The F i s c a l Agent s h a l l p r epa re a q u a r t e r l y account i n such 
form as s h a l l be approved by t h e Comptrol ler General of the Uni ted S t a t e s 
and, a f t e r approval by t h e Governor, such q u a r t e r l y account s h a l l be sub-
mi t t ed t o the General Accounting O f f i c e . Such account s h a l l cover payments 
of expenses and o ther disbursements made by bo th t h e F i s c a l Agent and t h e 
Deputy F i s c a l Agent. 

Sec. 5 . The Governor s h a l l , when necessa ry , make r e q u i s i t i o n on t h e 
Treasurer of the Uni ted S t a t e s f o r the advance of such sums to the F i s c a l 
Agent as may be n e c e s s a r y f rom the Fede ra l Reserve Board fund . 
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Sec. 6 . The Deputy F i s c a l Agent i n waving disbursements of the Board upon 
proper vouchers out of the moneys advanced t o the F i s c a l Agent s h a l l s ign 
a g a i n s t funds to the o f f i c i a l c r e d i t of the F i s c a l Agent wi th the Treasurer 
of the United S t a t e s in the name of the F i s c a l Agent by h imsel f as Deputy 
F i s c a l Agent. 

A r t i c l e IX. 

Gold Set t lement Fund 
and 

Federa l Reserve Agents ' Fund 

Al l funds depos i ted by or f o r account of the r e s p e c t i v e Federa l Re-
serve Agents in the Federal Reserve Agents ' fund of the Federa l Reserve Board 
and a l l funds depos i t ed by o r f o r account of the r e s p e c t i v e Federa l Reserve 
Banks in the Gold Set t lement Fund of the Federa l Reserve Board s h a l l be he ld 
on depos i t wi th the Treasurer of the United S t a t e s and s h a l l be s u b j e c t t o 
withdrawal only by check of the Federa l Reserve Board signed by the Sec re ta ry 
or an A s s i s t a n t Sec re ta ry or the A s s i s t a n t to the Governor and counters igned 
by the Governor or a c t i n g execut ive o f f i c e r of the Board. 

A r t i c l e X. 

R e q u i s i t i o n f o r Del ivery 
of 

Federa l Reserve Notes 

R e q u i s i t i o n s upon the Comptroller of the Currency f o r the d e l i v e r y of 
Federa l Reserve no te s to the r e s p e c t i v e Federa l Reserve Agents s h a l l be 
s igned by the Sec re t a ry or an A s s i s t a n t S e c r e t a r y or the A s s i s t a n t to the 
Governor and counters igned by the Governor or a c t i n g execut ive o f f i c e r of 
the Board. 

A r t i c l e XI• 

The Seal• 

The f o l l o w i n g i s an impress ion of the s e a l adopted by the Board. 

SEAL 

A r t i c l e XI I . 

Counsel 
Sec. 1 . The Board s h a l l appoint a General Counsel whose duty i t s h a l l be 

to advise wi th the Board, or any member t h e r e o f , as to such l e g a l ques t ions as 
may a r i s e in the conduct of i t s bus iness ; t o p r e p a r e , a t t he Board ' s r eques t 
op in ions , r e g u l a t i o n s , r u l i n g s , forms and o the r l e g a l papers and to per form 
g e n e r a l l y such l e g a l s e r v i c e s as he marj bs c a l l e d upon by the Board t o perform-. 
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Sec. 2. Sub jec t t o the d i r e c t i o n of the Governor, the General Counsel 
s h a l l have a u t h o r i t y to correspond d i r e c t l y wi th the Counsel of the var ious 
Federa l Reserve Banks and to r eques t t h e i r opinions as to the i n t e r p r e t a t i o n 
of the l o c a l laws of the S t a t e s inc luded in t h e i r r e s p e c t i v e Federa l Reserve 
D i s t r i c t s . Copies of a l l such correspondence t o be f u r n i s h e d to t h e Board 
f o r i t s i n fo rma t ion . 

Sec. 3. Whenever i t may be deemed a d v i s a b l e , the Board may appo in t one 
or more Assoc ia t e or A s s i s t a n t Counsel , or one or more A s s i s t a n t s to Counsel. 
The duty of such A s s o c i a t e or A s s i s t a n t Counsel s h a l l be to a s s i s t t h e 
General Counsel i n the performance of h i s d u t i e s and to pe r fo rm the duty of 
the General Counsel i n h i s absence. The duty of such A s s i s t a n t t o Counsel 
or A s s i s t a n t s to Counsel s h a l l b e to a s s i s t t h e General Counsel i n the p e r -
formance of h i s d u t i e s . 

Sec. 4 . The Board may appoint f rom time to time Consul t ing Counsel , 
who may be a t t o r n e y s a t law engaged in ou t s i de p r a c t i c e * 

A r t i c l e X I I I . 

Meet ings. 

Sec. 1. S ta ted meet ings of the Board s h a l l be h e l d on such days of 
the week a t such hours a s the Board by ma jo r i t y v o t e may adopt f rom time 
to t ime. Spec ia l meet ings of the Board s h a l l be c a l l e d by t h e Chairman, 
or the Governor or upon the w r i t t e n r e q u e s t of t h r e e members of the Board, 

Sec . 2» Four members of t h e Board s h a l l c o n s t i t u t e a quorum f o r the 
t r a n s a c t i o n of b u s i n e s s , except a s o therwise r e q u i r e d by the Federa l 
Reserve Act. 

Sec. 3. At a l l meet ings of the Board the fo l l owing s h a l l be the order 
of b u s i n e s s : 

(1) Reading or i n s p e c t i o n of t h e Minutes of the l a s t 
r e g u l a r meeting and Minutes of meet ings, of the 
Execut ive Committee. 

(2) Report of the Governor. 
(3) Repor t of the S e c r e t a r y . 
(4) Repor ts of t h e committees or members on 

a s s i g n e d b u s i n e s s , 
(5) * Unf in i shed b u s i n e s s . 

A r t i c l e XIV. 

In fo rmat ion and P u b l i c a t i o n . 

Sec. 1. Al l persons employed by t h e Board s h a l l keep i n v i o l a t e i t s 
bus ines s , a f f a i r s , and concerns , and s h a l l no t d i s c l o s e or d ivu lge the same 
to an£ unau thor i zed pe r son whomsoever, and any employee who s h a l l g ive i n -
format ion con t ra ry t o t h i s by-law s h a l l be l i a b l e to immediate d i s m i s s a l . 
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Except upon vote of t h e Board, no one o ther than a Member of the Board, or 
the Secretary, -Assistant Secre tary . -Assistant to the Governor, and Counsel, 
sha l l be permit ted t o inspec t aiTr of the Board 's minutes. 

Sec. 2. V.'hile each member of the Board must determine f o r himself the 
p ropr ie ty or neces s i t y of express ing -publicly h i s i nd iv idua l opinion on any 
quest ion, members s h a l l not quote pub l i c ly the opinion of o ther members on 
mat t e r s which have not formally been passed upon by the Board. 

Sec, 3- There s h a l l be publ ished monthly, under the superv i s ion of a 
committee of the Board, a b u l l e t i n to be known as "The Federal Reserve 
Bu l l e t i n " , which s h a l l be the o f f i c i a l p e r i o d i c a l organ or p u b l i c a t i o n of 
the Federal Reserve Board. 

Sec. 4. No r e s o l u t i o n s of a personal charac te r , except upon tne death 
of a member of tne Federal Reserve Board while serving as such, s h a l l appear 
i n any p u b l i c a t i o n of tho f e d e r a l Reserve Board. 

A r t i c l e XV. 

Audit 

The executive committee, a c t i n g as a committee of Audi t , s h a l l 
audi t the accounts of tha Board f o r each s ix months1 p e r i o d . 

A r t i c l e XVI, 

Amendments. 

These by-laws may be amended a t any regu la r meeting of the Board by a 
ma jo r i ty vote of the e n t i r e Board, provided tha t a copy of such amendments 
sha l l have been de l ive red t o each member a t l e a s t seven days p r i o r t o such 
meeting. 
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TREASURY DEPARTMENT 
O f f i c e of the Secretary 

WASHINGTON 
June 20, 1923. 

The Governor 
Federal Reserve Board, 

Sir: 
You are hereby advised that the Department has referred t o the Dis -

bursing Clerk, Treasury Department, for payment, the account of the 
Bureau of Engraving and Printing for preparing Federal Reserve notes 
during the period June 1 t o June 20, 1923, amounting to $87,814.80, as 
fol lows; 

Federal Reserve Notes. 1914. 
£5 m M M Total 

Boston . . . . . . 20,000 10,000 mmmrn 30,000 
New York . . . .489,000 380,000 mmmm 869,000 
Philadelphia . 195,000 126,000 14,000 8,000 343,000 
Cleveland. . . 97,000 47f000 52,000 7,000 203'i000 
Atlanta . . . 97,000 49,000 25,000 — 1711000 
Chicago . . . — 145,000 11,000 156,000 
Minneapolis. . 50,000 14,000 64,000 
San Francisco. -49 .000 30.000 25.000 mmmm 104.000 

997,000 801,000 127,000 15,000 1,940,000 

1,940,000 sheets at #50,42 per #97,614.80 

The charges against 
Sheets 

the several Federal Reserve Banks are as fo l lows: 

Boston . . . 
New York . * 
Philadelphia 
Cleveland. . 
Atlanta. . . 
Chicago. . . 
Minneapolis. 
San Francisco 

1 

, 30,000 
.869,000 
343,000 
203,000 
171,000 
156,000 

64,000 
104.000 

,940,000 

Cgg 
ssULsa 

$ 506.40 
14,660.72 

5,789.84 
3,426.64 
2,886.48 
2,633,28 
1,080.32 
1,755.92 

32,747.20 

P la te 
Print ing 

$ 478.50 
13,660.55 

5,470.85 
3,237.85 
2,727.45 
2,488.20 
1,020.80 
1.658.80 

30,943.00 

Materials 
$ 381.30 
11,044.99 

4 ,359.53 
2 ,580.13 
2 ,173.41 
1,982.76 

813.44 
1,3211.84 

24,657.40 

Inc. Com-
pensation 
$ 146.40 

4,240.72 
1 ,673.84 

990.64 
834.48 
761.28 
312.32 
507.52 

P O W 
$1,512.60 
43,614.98 
17,294.06 
10,235.26 
8,621.82 
7,865.52 
3,226.88 
5.243.68 

9,467.20 97,814.80 

The Bureau appropriations w i l l be reimbursed in the above amount from the 
i n d e f i n i t e appropriation "Preparation and Issue of Federal Reserve Notes, Rfce 
imbur sable", and i t i s requested that your board cause such i n d e f i n i t e ap-
propriation to be reimbursed in l i k e amount. 

BSspectft i l ly , 
S. R. Jacobs, 

Deputy Commissioner. 
V » 
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F E D E R A L R E S E R V E B O A R D 

STATEMENT FOR THE PRESS. 

X-3757 

For re lea .se i n Af te rnoon P a p e r s , 
Wednesday, June 27, 1923-

The f o l l o w i n g i s a summary of genera l b u s i n e s s 
and f i n a n c i a l c o n d i t i o n s throughout the s e v e r a l 
F e d e r a l Reserve D i s t r i c t s , based upon s t a t i s t i c s 
f o r the months of May and J u n e , as con ta ined i n 
the fo r thcoming i s s u e of the F e d e r a l Reserve 
B u l l e t i n . 

P r o d u c t i o n and shipment of goods cont inued i n heavy volume 

d u r i n g May; the volume of employment was s u s t a i n e d and many wage 

advances were r e p o r t e d . Wholesale commodity p r i c e s d e c l i n e d 

d u r i n g May and t h e e a r l y weeks of June . 

PRODUCTION; 

P r o d u c t i o n of i r o n and s t e e l , cement, and p e t r o l e u m was 

l a r g e r i n May than i n any p rev ious month, and m i l l consumption of 

c o t t o n was c l o s e to maximum. The h igh l e v e l of p r o d u c t i o n i n these 

i n d u s t r i e s , t o g e t h e r w i t h i n c r e a s e s in p r a c t i c a l l y a l l o t h e r r e p o r t -

i n g l i n e s , i s r e f l e c t e d in an advance of 2 p e r cen t i n May i n the 

Fede ra l Reserve B o a r d ' s index of p r o d u c t i o n i n b a s i c i n d u s t r i e s . In 

the b u i l d i n g i n d u s t r y t h e r e was a f u r t h e r d e c l i n e i n p r i n c i p a l 

c i t i e s i n t h e v a l u e of p e r m i t s granted which r e p r e s e n t p r o s p e c t i v e 

bu iXdiag . -ope ra t ions . Con t r ac t awards, however-, which r e p r e s e n t a c t u a l 

c u r r e n t u n d e r t a k i n g s , con t inued to i n c r e a s e , though d e c l i n e s a re r e -

p o r t e d i n t h e New York and Chicago d i s t r i c t s . 
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This i n d u s t r i a l a c t i v i t y has been accompanied, by a. s l i g h t i n -

crease of employment a t i n d u s t r i a l e s t ab l i shmen t s . The demand f o r labor 

was a l s o r e f l e c t e d in a. l a r g e r number of wage advances dur ing the 30-

day per iod ending May 15 than in any e a r l i e r month t h i s year and 

average weekly earnings in a l l r e p o r t i n g i n d u s t r i e s increased by 

3-8 per c e n t . The advances were most general in the cotton., s t e e l , 

meat packing, and sugar r e f i n i n g i n d u s t r i e s . 

In a g r i c u l t u r e the condi t ion of both winter and sp r ing wheat 

i s repor ted l e s s favorable than a year ago, while the cond i t ion of the 

cot ton crop i s s l i g h t l y b e t t e r than l a s t y e a r , owing e n t i r e l y to more 

favorab le growing condi t ions in Texas. A shortage of fa rm l abor i s 

r epor ted from most sec t ions of the country. 

TRADE: 

Active d i s t r i b u t i o n of commodities i s i nd i ca t ed by heavy 

movement of merchandise and miscel laneous f r e i g h t , and car loadings 

continued to exceed a l l previous records f o r t h i s season. In c e r t a i n 

l i n e s of t r ade a dec l ine i n the volume of manufac tu re r s ' o rde r s f o r 

f u t u r e d e l i v e r y i s r epo r t ed . The volume of both wholesale and 

r e t a i l t r ade was l a r g e r in May than in A p r i l . Among the wholesale 

l i n e s s a l e s of meat, hardware, and shoes showed p a r t i c u l a r l y l a rge 

i nc reases , while sa l e s of c lo th ing and dry goods decreased . The 

Federal Reserve Board's index of wholesale t r a d e , which makes no 

allowance f o r seasonal changes, was 5 per cent h igher than in Apri l 

and 14 per cent h igher than a year a,go. Sales of department s t o r e s 

increased about 9 per cent in May, and a l l r e p o r t i n g l i n e s of cha,in 
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s t o r e b u s i n e s s r e p o r t e d i n c r e a s e s . Mail o rde r s a l e s were 6 p e r 

cent l e s s t h a n i n A p r i l , bu t were l a r g e r t h a n in any p r e v i o u s May. 

WHOLESALE P R I C E S . 

P r i c e d e c l i n e s were r e p o r t e d d u r i n g May and the f i r s t t h r e e 

weeks of June f o r a l a r g e number of commodit ies. Al l of the n i n e 

groups i n the Bureau of Labor S t a t i s t i c s i ndex , except food and house -

f u r n i s h i n g s , show d e c r e a s e s f o r May and t h e average f o r a l l commodities, 

d e c l i n e d by 2 per c e n t . 

BANK CREDIT: 

Loans of r e p o r t i n g member banks i n p r i n c i p a l c i t i e s , which 

had been i n c r e a s i n g s ince the e a r l y p a r t of the y e a r , d e c l i n e d by 

$115,000,000 between May 16 and June 13. Bank h o l d i n g s of Government 

s e c u r i t i e s , which i nc r ea sed by over $100,000,000 i n connec t i on w i th 

the Treasury t r a n s a c t i o n s of May 15, l a t e r d e c l i n e d as the s e c u r i t i e s 

were d i s t r i b u t e d by the banks . 

These d e c r e a s e s in l o a n s of member banks and the r e c e i p t 

d u r i n g May of $4^,000,000 of gold from abroad were accompanied by a 

dec rease in t h e e a r n i n g a s s e t s of Fede ra l Reserve Banks of $120,000,000 

f o r the f o u r weeks end ing June 21 . At t h a t t ime the volume of 

Federa l Reserve Bank c r e d i t i n u s e r e a d i e d the lowes t p o i n t s i n c e the 

Opening of the year and approached the low p o i n t r eached i n August , 

1922. Reserve bank h o l d i n g s of banke r s ' accep tances and Government 

o b l i g a t i o n s a r e now lower than a t any t ime s i n c e e a r l y i n 1922. 

The t o t a l volume of money i n c i r c u l a t i o n i n c r e a s e d by 

$38,000,000 between May 1 and June 1 , the i n c r e a s e be ing c h i e f l y i n 
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gold and s i l v e r c e r t i f i c a t e s , r a t h e r than in Federa l r e s e r v e no tes * 

Money r a t e s continued to show a s l i g h t l y e a s i e r tendency. 

The June 15 i s sue of $1-50,000,000 6~months Treasury c e r t i f i c a t e s 

c a r r i e d a r a t e of i n t e r e s t of 4 per c en t , compared wi th per cent 

on a s im i l a r i s sue sold in March# 
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IjEKSRAL 'RESERVE BOARD 

STATEMENT FOR THE PRESS 

For Immediate ReLeas3 
1 

The Federal Reserve Board announces t h a t the general p r i v i l e g e 

given to member banks dur ing the emergency of 1921 to a c t as agen t s in 

red i scoun t ing f o r non-member banks i s now withdrawn and the Board 

f u r t h e r announces t h a t h e r e a f t e r t h i s p r i v i l e g e s h a l l be allowed only 

upon a p p l i c a t i o n of the non-member bank concerned and the approval 

thereof by the Federal Reserve Board. 

D. R. C r i s s i n g e r , 
Governor. 

June 26, 1923. 
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(Ten ta t ive D r a f t Only) REGULATION J . 
Se r i e s of 1923* 

(Superseding Regulat ion J of 1920.) 

CHECK CLEARING AND COLLECTION. 

SECTION I . STATUTORY PROVISIONS, 

Sec t ion l 6 of the Federal Reserve Act a u t h o r i z e s the Federa l Reserve 

Board to r e q u i r e each Federal"Reserve Bank to exe rc i s e the f u n c t i o n s of a 

c l e a r i n g house f o r i t s member banks, and s e c t i o n 13 of the Federa l Reserve 

Act , as amended by the ac t approved June 21, 1917, a u t h o r i z e s each Fed-

e r a l Reserve Bank to r e c e i v e from any non-member hank or t r u s t company, 

s o l e l y f o r the purposes of exchange or of c o l l e c t i o n , d e p o s i t s of cu r ren t 

funds in la.wful money, na t i ona l -bank n o t e s , Federa l Reserve n o t e s , checks 

and d r a f t s payable upon p r e s e n t a t i o n , or maturing no tes and b i l l s , provided 

such non-member bank or t r u s t company mainta ins wi th i t s Federal Reserve 

Bank a ba lance s u f f i c i e n t to o f f s e t the items i n t r a n s i t he ld f o r i t s a c -

count by the Federal Reserve Bank. 

SECTION I I . GENERAL REQUIREMENTS. 

In pursuance of the a u t h o r i t y ve s t ed in i t under these p r o v i s i o n s of 

law, the Federa l Reserve Board, d e s i r i n g to a f f o r d b o t h to t h e p u b l i c and 

to the va r ious banks of the country a. d i r e c t , e x p e d i t i o u s , and economical 

system of check c o l l e c t i o n ana s e t t l e m e n t of ba l ances , has a r ranged to 

have each Federal Reserve Bank e x e r c i s e the f u n c t i o n s of a c l e a r i n g house 

f o r such of i t s member banks as d e s i r e t o a v a i l themselves of i t s p r i v i -

l eges f o r such non-member S t a t e banks and t r u s t companies as may main-

t a i n with the Federa l Reserve Bank balances s u f f i c i e n t to q u a l i f y them under 
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the p r o v i s i o n s of s e c t i o n 1} to send items to Federa l Reserve Banks f o r 

purposes of exchange or of c o l l e c t i o n . Such non-member S t a t e t a n k s and 

t r u s t companies w i l l h e r e i n a f t e r "be r e f e r r e d t o a.s non-member c l e a r i n g banks. 

Each Federal Reserve Bank s h a l l exerc i se the f u n c t i o n s of a c l e a r i n g 

house under the gene ra l terms and condi t ions h e r e i n a f t e r s e t f o r t h . 

SECTION I I I . CHECKS RECEIVED FOR COLLECTION. 

( ! ) Each Federa l Reserve Bank w i l l r ece ive a t par from i t s member 

banks and from non-member c l e a r i n g banks in i t s d i s t r i c t , checks'*" drawn 

on a l l member and non-member c l e a r i n g banks and on a l l o the r non-member 

banks which agree t o remi t a t par in accep tab le funds through the Federa l 

Reserve Bank of t h e i r d i s t r i c t . 

(2) Each Federa l Reserve Bank w i l l r e c e i v e a t par from o t h e r Federa l 

Reserve Banks, and f rom a l l member and non-member c l e a r i n g banks i n o the r 

Federa l Reserve D i s t r i c t s , for ' the c r e d i t of t h e i r accounts wi th t h e i r 

r e s p e c t i v e Federa l Reserve Banks, checks drawn upon a l l member and non-

member c l e a r i n g banks of i t s d i s t r i c t and upon a l l o ther non-member banks 

of i t s d i s t r i c t which agree to remi t a t par in accep tab l e f u n d s . 

(3) Under t h i s p l a n each Federa l Reserve Bank w i l l r e c e i v e a t par 

from i t s member and non-member c l e a r i n g banks checks on a l l member and tion-

member c l e a r i n g banks and on a l l o the r non-member banks which ag ree to r emi t 

a t pa r i n accep t ab l e f u n d s . Member and non-member c l e a r i n g banks w i l l 

'• 1 A check i s g e n e r a l l y de f i ned as a d r a f t or order upon a bank c<r banking 
house , p u r p o r t i n g t o be drawn upon a d e p o s i t of f u n d s , f o r the payment a t 
a l l svents of a c e r t a i n sum of money to a c e r t a i n person t h e r e i n named, or 
to him or h i s o r d e r , or to b e a r e r , and payable on demand. 
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be r e q u i r e d t o p r o v i d e funds to cover a t pa r a l l checks r e c e i v e d from or 

f o r t h e account of t h e i r Federa l Reserve Banks. 

(4) No Fede ra l Reserve Bank s h a l l r e c e i v e on d e p o s i t or f o r c o l l e c t i o n 

any check drawn on any non-member bank which r e f u s e s t o r e m i t a t p a r i n a c -

cep t ab l e f u n d s . 

(5) Whenever a F e d e r a l Reserve Bank r e c e i v e s on d e p o s i t o r f o r c o l -

l e c t i o n a check drawn by , endorsed b y , or emanat ing f rom, any nonmember bank 

which r e f u s e s to r e m i t a t p a r in a c c e p t a b l e f u n i s , i t s h a l l charge f o r the 

s e r v i c e of c o l l e c t i n g such check a c o l l e c t i o n charge equal to the exchange 

charged by such nonmember bank f o r r e m i t t i n g f o r checks drawn on i t . 

SECTION IV. TIME SCHEDULE AND AVAILABILITY OF CREDITS. 

Ea.ch Fede ra l Reserve Bank w i l l p u b l i s h a time schedu le showing the time 

a t which any i t em s e n t t o i t w i l l be counted as p a r t of the send ing b a n k ' s 

r e s e r v e and become a v a i l a b l e t o meet checks drawn by such bank. For a l l 

checks r e c e i v e d , the send ing bank w i l l be g iven immediate c r e d i t , or d e -

f e r r e d c r e d i t , i n accordance wi th such p u b l i s h e d t ime s c h e d u l e , and as p r o -

v ided below. 

For a l l checks as t o which the send ing bank i s e n t i t l e d to immediate 

c r e d i t , such c r e d i t i n the r e s e r v e account or c l e a r i n g account upon day of 

r e c e i p t , s u b j e c t t o f i n a l payment, w i l l be g iven ,upon t h e books of the 

F e d e r a l Reserve Bank a t f u l l f a c e v a l u e , and the proceeds w i l l a t once 

be counted a.s p a r t of t h e mimimum r e s e r v e and be a v a i l a b l e t o meet checks 

drawn. 

For a l l checks as t c which the sending bank i s e n t i t l e d to a e f e r r e d 

c r e d i t , such c r e d i t , s u b j e c t to f i n a l payment, w i l l be given upon the books 

of t h e Fede ra l Reserve Bank a t f u l l f a c e v a l u e , and the p roceeds w i l l no t 
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be counted as p a r t of the minimum rese rve nor become a v a i l a b l e to meet checks 
time 

drawn u n t i l such time as may be s p e c i f i e d in the appropr ia te / schedule r e f e r r e 

to h e r e i n , a t which time c r e d i t w i l l be t r a n s f e r r e d from the a e f e r r e d account 

to the r e se rve account or c l e a r i n g account and w i l l tien be counted as p a r t 

of the minimum r e s e r v e and he a v a i l a b l e to meet checks drawn-

SECTION V. mmER OF COLLECTION. 

Checks rece ived by a Federal Reserve Ba'ik on i t s member or nonmember 

c l e a r i n g banks w i l l be forwarded d i r e c t to such banks, and such banks w i l l 

be r equ i red to remi t t h e r e f o r in funds acceptab le to the Federa l Reserve 

Bank or to au tho r i ze the Federal Reserve Bank to charge t h e i r r e s e r v e ac-

counts or c l e a r i n g accounts ; p rov ided , however, t h a t i n case such r e -

mi t tance or a u t h o r i z a t i o n i s not rece ived by t h e Federa l Reserve Bank from 

any such bank, the Federa l Reserve Bank r e se rves the r i g h t t o charge such 

items to the r e se rve account or c l e a r i n g account of such bank a t t h e ex-

p i r a t i o n of the agreed t r a n s i t time between the Federa l Reserve Bank and 

such bank. 

In hand l ing i tems f o r member and nonmember c l e a r i n g banks , a Federa l 

Reserve Bank w i l l a c t as agent on ly . The Federa l Reserve Board hereby 

a u t h o r i z e s , and each member and nonmember c l e a r i n g bank s h a l l a u t h o r i z e , 

the Federa l Reserve Bank to send checks rece ived f o r c o l l e c t i o n to t he 

banks on which such checks a re drawn or a t which they a r e payab l e , or to 

any other s u i t a b l y s e l e c t e d sub-agen t , and t o r e c e i v e from drawee banks 

accep tab le exchange d r a f t s in s e t t l emen t f o r any c o l l e c t i o n . The Federa l 

Reserve Bank s h a l l assume no l i a b i l i t y except f o r i t s own neg l igence and 

i t s guaranty of p r i o r endorsements. 
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SECTION VI. PENAlfi'IgS FOB DEFICIENCIES IN RESERVES-
) 

1. S t a t u t o r y P r o v i s i o n s . Sec t ion 15 of the Fede ra l Reserve Act 

p rovides t h a t -

"The. r e q u i r e d balance c a r r i e d by a member bank with a 

Federa l Reserve Bank may, •under the r e g u l a t i o n s and s u b j e c t 

to such p e n a l t i e s as may be p r e s c r i b e d by the Federa l Reserve 

Board, be checked aga ins t and withdrawn by such member bank* 

f o r t h e purpose of meet ing e x i s t i n g l i a b i l i t i e s : P rov ided . 

however, That no bank s h a l l a t any time make new l o a n s o r 

s h a l l pay any dividends u n l e s s and u n t i l t h e t o t a l b a l a n c e r e -

qu i red by law i s f u l l y r e s t o r e d . " 

2 . Computation of Reserves . I tems can n o t be counted as p a r t of 

the minimum r e s e r v e ba lance to be c a r r i e d by a member bank w i t h i t s 

Federa l Reserve Bank u n t i l such time as may be s p e c i f i e d i n the appro -

p r i a t e time schedule r e f e r r e d to i n Sec t ion IV. T h e r e f o r e , should a 

member bank draw a g a i n s t items b e f o r e such t ime, the d r a f t would be 

charged aga in s t i t s r e s e r v e ba lance i f such ba lance were s u f f i c i e n t in 

amount to pay i t ; b u t any r e s u l t i n g impairment of r e s e r v e ba lances would 

be s u b j e c t to a l l the p e n a l t i e s provided by the Act . 

Bach I n d e r a l Reserve Bank w i l l determine by a n a l y s i s the amounts of 

u n c o l l e c t e d funds appear ing on i t s books to the c r e d i t of each member bank. 

Such a n a l y s i s w i l l show the t r u e s t a t u s of t h e r e s e r v e h e l d by the Federa l 

Reserve Bank f o r each member bank and w i l l enable i t t o apply t h e pena l ty 

f o r impairment of r e s e r v e . 

3 . Bas ic P e n a l t y . Inasmuch as i t i s e s s e n t i a l t h a t the law i n 
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r e s p e c t t o t h e maintenance by member banks of t h e r e q u i r e d minimum re se rve 

b a l a n c e s h a l l be s t r i c t l y complied w i t h , t h e F e d e r a l Reserve Board, under 

a u t h o r i t y v e s t e d in i t by S e c t i o n 19 of t h e F e d e r a l Reserve A c t , he reby 

p r e s c r i b e s a b a s i c p e n a l t y f o r d e f i c i e n c i e s i n r e s e r v e s , a c c o r d i n g t o t h e 

f o l l o w i n g r u l e s : 

(a ) D e f i c i e n c i e s i n r e s e r v e ba l ances of member banks i n c e n t r a l r e -

se rve and r e s e r v e c i t i e s w i l l be computed on the b a s i s of ave rage d a i l y 

n e t d e p o s i t b a l a n c e s c o v e r i n g a weekly pe r iod of 7 days . D e f i c i e n c i e s in 

r e s e r v e b a l a n c e s of o t h e r member banks w i l l be computed on t h e b a s i s of 

average d a i l y n e t d e p o s i t b a l a n c e s cove r ing a semi-monthly p e r i o d . 

(b) P e n a l t i e s f o r d e f i c i e n c i e s i n r e s e r v e s w i l l be a s s e s s e d monthly 

on t h e b a s i s of ave rage d a i l y d e f i c i e n c i e s d u r i n g each of t h e r e s e r v e com-

p u t a t i o n p e r i o d s ending in t h e p r e c e d i n g month. ' 

(c ) A b a s i c r a t e of 2 p e r cen t p e r annum above the F e d e r a l Reserve 

Bank d i s c o u n t r a t e on 90-day commercial paper w i l l be a s s e s s e d a s a 

p e n a l t y on d e f i c i e n c i e s i n r e s e r v e s of member b a n k s . 

4 . P r o g r e s s i v e P e n a l t y . The F e d e r a l Reserve Board w i l l a l s o p r e -

s c r i b e f o r any Fede ra l Reserve D i s t r i c t , upon t h e a p p l i c a t i o n of t h e 

F e d e r a l Reserve Bank of t h a t d i s t r i c t , an a d d i t i o n a l p r o g r e s s i v e p e n a l t y 

f o r con t inued d e f i c i e n c i e s in r e s e r v e s , i n accordance w i t h t h e f o l l o w i n g 

r u l e s : 

(a ) When a member bank i n a c e n t r a l r e s e r v e o r r e s e r v e c i t y has 

had an ave rage d e f i c i e n c y i n r e s e r v e s f o r s i x c o n s e c u t i v e weekly p e r i o d s , 

a p r o g r e s s i v e p e n a l t y , i n c r e a s i n g a t the r a t e of l / 4 of 1 p e r c e n t f o r 

each week t h e r e a f t e r d u r i n g which the average r e s e r v e ba lance i s d e f i c i e n t , 

w i l l b e a s s e s s e d on weekly d e f i c i e n c i e s u n t i l t he r e q u i r e d r e s e r v e h a s 
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been r e s t o r e d and. ma in ta ined f o r f o u r c o n s e c u t i v e weekly p e r i o d s , 

p rov ided t h a t t h e maximum p e n a l t y charged s h a l l n o t exceed 10 p e r c e n t . 

Ob) When a member bank not l o c a t e d in a c e n t r a l r e s e r v e o r r e s e r v e 

c i t y h a s had an ave rage d e f i c i e n c y i n r e s e r v e s f o r t h r e e c o n s e c u t i v e 

semi-monthly p e r i o d s , a p r o g r e s s i v e p e n a l t y , i n c r e a s i n g a t t h e r a t e of 

l / 2 of 1 pe r cen t f o r each h a l f month t h e r e a f t e r d u r i n g which t h e average 

r e s e r v e b a l a n c e i s d e f i c i e n t , w i l l be a s s e s s e d on semi-monthly d e -

f i c i e n c i e s u n t i l the r e q u i r e d r e s e r v e has been r e s t o r e d and ma in t a ined 

f o r two consecu t ive semi-monthly p e r i o d s , p rov ided t h a t t h e maximum 

p e n a l t y charged w i l l no t exceed 10 p e r c e n t . 

SECTION V I I . OTHER RULES AMD REGULATIONS. 

Any f u r t h e r r equ i r emen t s t h a t t h e Board may deem n e c e s s a r y w i l l b e 

s e t f o r t h by the F e d e r a l Reserve Banks in t h e i r l e t t e r s of i n s t r u c t i o n 

t o t h e i r member and nonmember c l e a r i n g banks . Each Fede ra l Reserve Bank 

w i l l a l s o promulgate r u l e s and r e g u l a t i o n s govern ing t h e d e t a i l s of i t s 

o p e r a t i o n s as a c l e a r i n g house , such r u l e s and r e g u l a t i o n s t o be b i n d i n g 

upon a l l mamber and nonmember banks> which a r e c l e a r i n g through t h e 

Fede ra l Reserve Bank. 

JUNE 27, 1923-
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FEDERAL RgSSBVE BCARB. 

STATEMENT TOE THE PRESS 

X-3761 

For r e l e a s e in Morning Papers , 
Thursday, June 28, 1923. 

For some time the Federal Reserve Board h a s "been con-

s i d e r i n g the ma t t e r of the use of Federa l Reserve and. e t h e r cur rency 

Of the United S t a t e s in Cuba. Our r e l a t i o n s wi th Cuba a r e unique , 

'because of the p r o v i s i o n s of the P i a t t amendment, ana a l s o because ti 

currency of the United S t a t e s has been made l e g a l t ender by a c t of 

the Cuban government, but no adequSte machinery has ever been s e t 
paper 

up by which u n f i t /currency could be s e n t back to the United S t a t e s 

f o r redemption and rep lacement . 

Hie Board has f i n a l l y dec ided to approve a p l an agreed 

upon by the Federa l Reserve Banks of A t l a n t a ana Boston by which 

they are to open agenc ies in Havana working c o o p e r a t i v e l y a long 

c e r t a i n d e f i n i t e l i n e s . I t happens t h a t a cons ide rab le p a r t of 

the paper cur rency i n Cuba c o n s i s t s of n o t e s i ssued by t h e Federa l 

Reserve Bank of A t l a n t a and the p l a n i s expected to con t inue t he se 

motes i n c i r c u l a t i o n . I t i s expected t h a t cur rency w i l l be p r e -

sea t ed t o tiie a g e n c i e s f o r the purchase of cable t r a n s f e r s and 

t h a t the cur rency so rece ived w i l l be a t once s o r t e d so t h a t the 

u n f i t b i l l s can be Sent back to t h i s count ry f o r replacement by new 

cu r rency . The new money w i l l then be put i n t o c i r c u l a t i o n through 

the purchase by the Reserve agencies of b i l l s of exchange from the 

banks o p e r a t i n g i n Cuba. 
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This , i t i s expected, w i l l r e s u l t not only in r ep lac ing 

u n f i t paper money witn new currency, bu t w i l l have a tendency to 

s t a b i l i z e banking cond i t i ons . Banks opera t ing in Cuba w i l l be en-

abled t o ca r ry on t h e i r bus iness without the n e c e s s i t y of holding 

abnormal r e s e r v e s , and w i l l be ab le a t any time to ob t a in currency 

by s e l l i n g prime b i l l s of exchange o r i g i n a t i n g in import or 

export t r a n s a c t i o n s . The Board's r e g u l a t i o n s have under taken 

in some d e t a i l to safeguard these t r a n s a c t i o n s . 

I t was on t n e app l i ca t ion of t-ie Bog ton Reserve Bank 

t h a t the mat ter f i r s t came d e f i n i t e l y b e f o r e the Board, and i t 

was through agreement between tne A t l a n t a Reserve Bank and the 

Boston Bank tha t i t was worked out i n d e t a i l . Some changes i n 

d e t a i l may become necessary men the agencies ge t i n t o opera t ion , 

as the es tabl ishment of such an agency i s an e n t i r e l y new th ing , 

ajad the Board ^as reserved the r i g h t to te rminate the agencies 

a t any t ime, i f i t deems such ac t ion adv i sab le . 

JUNE 27, 192). 
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FEDERAL RESERVE BOARD 
WASHINGTON 

X-3762 

June 29, 1923. 

SUBJECT: Amendments to Regula t ion J , Se r i e s of 1920. 

Dear S i r : 

E f f e c t i v e August 15, 1923 the Federal Reserve Board has 
amended Regula t ion J , which governs the par c l ea rance system of the 
Federal. Reserve Banks, "by i n s e r t i n g these new cond i t ions : 

(6) No Federal Reserve Bank s h a l l r e c e i v e on d e p o s i t 
or f o r c o l l e c t i o n any check drawn on a non-member bank 
which r e f u s e s to remi t a t par in accep tab le funds# 

(?) Whenever a Federa l Reserve Bank r e c e i v e s on depos i t 
or f o r c o l l e c t i o n a check drawn by, endorsed by or 
emanating from any non-member bank which r e f u s e s to 
remi t a t par in accep tab le f u n d s , i t s h a l l make a charge, 
f o r the se rv i ce of c o l l e c t i n g such check, not t o exceed 
one t en th of one per cen t . 

The Board has made p u b l i c i t s r easons f o r t h i s a c t i o n as 
fo l lows : 

"The p rov i s i ons of the Federal Reserve Act which a u t h o r i z e 
the es tab l i shment of a Federa l r e se rve c o l l e c t i o n system were designed 
wholly f o r the b e n e f i t of the banking and commercial i n t e r e s t s of the 
count ry . The system i s now in opera t ion between banks which in number 
a r e about 9 - par cent of a l l banking i n s t i t u t i o n s and which have approxi -
mately 92 per cent of the t o t a l banking r e sources of the count ry . The 
Federa l r e se rve c o l l e c t i o n system has become a necessa ry i n s t r u m e n t a l i t y 
in e f f e c t i n g the c o u n t r y ' s domestic exchanges, i t s o p e r a t i o n , inc lud ing 
f i n a l payments through the Gold Set t lement Fund, has been of ines t imable 
va lue and has r e s u l t e d in enormous saving to those a c t i v e l y engaged in 
c a r r y i n g on the commerce of the country and t he re a r e no o the r f a c i l i t i e s 
f o r o p e r a t i n g a c o l l e c t i o n system which could approximate i t i n economy 
of ope ra t i on . I t has e l imina ted a very l a r g e p o r t i o n of the time f o r -
merly consumed in the c o l l e c t i o n of checks and has cut down the cos t of 
making the country* s exchanges to the minimum. Even though an involun ta ry 
c o l l e c t i o n system may not be imposed upon the Federa l Reserve Banks by 
the Federal Reserve Act, as i n t e r p r e t e d by t h e Supreme Court of the United 
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S t a t e s m i t s r e c e n t d e c i s i o n , the system h a s f u l l y j u s t i f i e d i t s o p e r a t i o n 
and i s of such va lue to t h e banking and commercial i n t e r e s t s of the 
coun t ry t h a t i t s cont inuance as a v o l u n t a r y system i s of v i t a l impor tance . 
C e r t a i n changes in the b a s i s of the par c 3 e a r j n c e system a r e a d v i s a b l e 
i n view of the r e c e n t d e c i s i o n of the Supreme Court * 

"The Board b e l i e v e s t h a t p a r t i c i p a t i o n i n the par c l ea r ance 
system should be based upon the p r i n c i p l e of r e c i p r o c i t y and t h a t h e r e -
a f t e r Fede ra l Eeserve Banks should not r e c e i v e f o r c o l l e c t i o n checks on 
any non-ruember bank which w i l l not agree t o r e m i t in a c c e p t a b l e funds 
wi thout d e d u c t i o n . The r e c e n t opin ion of the Supreme Court makes i t 
c e r t a i n 'chat the Federa l Reserve Banks a r e n o t p e r m i t t e d by law to pay 
exchange• I t mast oe c l e a r t h a t the more i n c l u s i v e a c o l l e c t i o n system 
i s the more e f f i c i e n t i t w i l l be and the g r e a t e r w i l l be the s e r v i c e i t 
can render a l i k e to -the b u s i n e s s and banking community* T h e r e f o r e , 
s i n c e i t i s the o b j e c t of the Federal Reserve Board t o m a i n t a i n an 
e f f i c i e n t system of par c o l l e c t i o n , which must a t the same time be a 
v o l u n t a r y system as f a r a s non-member banks a r e concerned, the concess ions 
involved and t h e r e s u l t i n g b e n e f i t s should be made and r e c e i v e d by a l l 
p a r t i c i p a t i n g banks• I t i s c l e a r t h a t those non-member banks which a re 
u n w i l l i n g to r e m i t wi thou t deduc t ion f o r checks drawn on . themselves 
have no r i g h t t o share in t h e advantages of t h e par c o l l e c t i o n sys tem. 

"The Fede ra l Reserve Board, t h e r e f o r e , i n t h e e x e r c i s e of i t s 
l e g a l a u t h o r i t y , has amended Regula t ion J , S e r i e s of 1920, i n such a 
way as to p r o h i b i t a n y Fede ra l Reserve Bank f rom r e c e i v i n g on d e p o s i t 
or f o r c o l l e c t i o n any check drawn on any non-member bank which r e f u s e s 
to r emi t a t par i n a c c e p t a b l e funds and t o r e q u i r e F e d e r a l Reserve 
Banks to make a c o l l e c t i o n charge f o r t h e i r s e r v i c e s i n c o l l e c t i n g 
checks which b e a r t h e endorsement o f , or a r e drawn by or emanate from 
any non-member bank which r e f u s e s to r e m i t a t pa r i n a c c e p t a b l e f u n d s , 
such c o l l e c t i o n charge to be a t a r a t e not to exceed one t e n t h of 
one per cent J • 

By o rde r of t h e F e d e r a l Reserve Board. 

Very t r u l y y o u r s , 

TO GOVERNORS OF ALL F. R. BANKS-

Wm, W. Hoxton, 
S e c r e t a r y * 
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F E B E E A L B S 3 E 1 V E 

X-3764 

B O A R D 

STATEMENT $0* THE PRESS 

i 
• ; '• 

For release lb Morning Papers, 
Saturday, June 30. 1923 • 

3he provisions of the Federal Reserve Act which 
authorize the establishment of a Federal Reserve collection 
systeko were designed wholly for the benefit of the banking 
end commercial interests of the country. The system is now 
in operation between banks which in number, are about $2 per 
cent of all banking institutions and which have approximately 
98 per cent of the total banking resources of the country. 
The Federal Reserve collection system has become a necessary 
instruroentality in effecting the country's domestic exchangee, 
ite operation, including final payments through the Gold 
Settlement Fund, has been of inestimable value and has resulted 
in enormous saving to those actively engaged in carrying on 
the commerce of the country and there are no other facilities 
for operating a collection system which could approximate it 
in economy of operation. It has eliminated a Very large 
portion of the time formerly consumed in the collection of 
checks and has cut down the cost of making the country1 s ex-
changee to the minimum. Even though an involuntary collection 
system may not be imposed upon the Federal Reserve Banks by 
the Federal Reserve Act, as interpreted by the Supreme Court 
of the United States in its recent decision, the system has 
fully justified its operation and is of such- value to the 
banlflng and commercial interests of the coun t ry that its con-
tinuance as a voluntary system is of vital importance. Certain 
changes in the basis of the par clearance system are advisable 
in view of the recent decision of the Supreme Court* 

The Board believes that participation in the par 
clearance system should be based upon the principle of 
reciprocity and that hereafter Federal Reserve Banks should 
not receive'for collection checks on any non-member bank which 
will not agree to remit in acceptable funds without deduction. 
The recent opinion of the Supreme Court makes it certain that 
the Federal Reserve Banks are not permitted by law to pay 
exchange. It mast be clear tiiat the more inclusive a collection 
system is tae more efficient it will be and the greater will be 
the service it can render alike to the business and banking 
community. Therefore, since it is the object of the Federal 
Reserve Board to maintain an efficient system of par collection 
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whi cb. must a t the same time "be a vo lun t a ry system a s f a r 
as non-member banks are concerned, the concess ions involved 
and the r e s u l t i n g b e n e f i t s -should be made and rece ived by 
a l l p a r t i c i p a t i n g banks. I t i s c l e a r t h a t t hose nonmember 
banks which a r e u n w i l l i n g to r emi t wi thou t d e d u c t i o n f o r 
checks drawn on themselves have no r i g h t to sha re i n t h e 
advantages of the par c o l l e c t i o n system. 

The Federa l Reserve Board, t h e r e f o r e , i n t h e e x -
e r c i s e of i t s l e g a l a u t h o r i t y , has amended Regu la t ion J , 
S e r i e s of 1920, i n such a way as to p r o h i b i t any Federa l 
Reserve Bank from r e c e i v i n g on d e p o s i t or f o r c o l l e c t i o n 
any check drawn on any non-member bank which r e f u s e s to 
remi t a t par i n accep tab l e funds and t o r e q u i r e Federa l 
Reserve Banks to make a c o l l e c t i o n charge f o r t h e i r s e r v i c e s 
i n c o l l e c t i n g checks which bear the endorsement of * o r a r e 
drawn by or emanate from any non-member bank which r e f u s e s 
to remi t a t par in accep tab le f u n d s , such c o l l e c t i o n charge 
to be a t a r a t e not t o exceed one t en th of one p e r c e n t . 
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STANDING COMMITTEES 

FEDERAL RESBEVE BOARD 

X-3765 
June 22, 1923• 

Executive Committee: 

The Governor 
The Vice Governor 
Mr. James ( t o Septemoar 30, 1923) 

Sec re ta ry - Mr. Hoxton 

Law Comml t t e e : 

Mr. Hamlin 
Mr. P i a t t 

Sec re t a ry - Mr. Wyatt 

Examination Committee: 

I IT . Dawes 
Mr. James 
Mr, P i a t t 

Sec re t a ry - Mr. Herson 

Clear ing Committer: 

Mr. P i a t t 
Mr. Hamlin 
Mr. Cunningham 

Sec re t a ry - Mr. Hoxton 

Committee on Discounts and 
Open Market P o l i c i e s : 

Mr. Mi l l e r 
Mr. P i a t t 
Mr. Cunningham 

• Sec re t a ry - Mr. Stewart 

Committee on A g r i c u l t u r a l Credi t 
C o n d i t i o n s : — 

Mr • Cunningham 
Mr. Mil le r 
Mr. James 

Secre ta ry to be des ignated from 
Div is ion of Research and S t a t i s t i c s 
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Committee on Research and Statistics: 

Mr. Miller 
Mr. Piatt 
Mr. Dawes 

' Secretary - Mr. Stewart 

Committee on Salaries and Expenditures 
of Federal Reserve Banks * 

Mr. James 
Mr'. Miller 
Mr. Dawes 

Secretary - Mr. Eddy 

Committee on Nominations 

Mr. Hamlin 
Mr. Dawes 

DISTRICT COMMITTEES 

Boston: 

Mr. Hamlin 
Mr. Piatt 

Haw York; 

Mr. Piatt 
Mr. Miller 

P h i l a d e l p h i a ; • 

Mr. Cunningham 
Mr. Hamlin 

Cleveland: 

Gov. Crissinger 
Mr. Piatt 

Richmond: 

Mr. James 
Mr. Hamlin 
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A t l a n t a : — 

Mr. Hamlin 
Mr. James 

Chicago: 

Mr. Dawes 
Mr. Cimningham 

S t . Louis : 

I.Ir. J a r . e s 
Mr. Haml in 

Minneapolis 

Mr. M i l l e r 
I.Ir. Cunningham 

Kansas C i tv : 

Mr. Cunningnam 
Mr. M i l l e r 

D a l l a s : 

Mr. P i a t t 
Mr - Jaxaes 

San F ranc i s co: 

Mr» M i l l e r 
Mr. James 
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X--3766 
F E D E R A L R E S E R V E B O A R D 

STATEMENT FDR TEE PRESS 

For r e l e a s e i n Morning Papers , 
Saturday, June 30, 1923. 

CONDITION OF ACCEPTANCE l^RKET 

May 15 to June 15, 19*53. 

The acceptance market was gene ra l ly d u l l and 

i n a c t i v e dur ing the t h i r t y - d a y period ending June 15. 

In the l a t t e r p a r t of May the supply cf b i l l s in d e a l e r s ' 

p o r t f o l i o s increased s u b s t a n t i a l l y , as trie demand was 

l i g h t with a .preference f o r shor t m a t u r i t i e s . P o r t -

f o l i o s were traduced dur ing June by a cons iderable volume 

of f o r e i g n purchas ing. Savings banks a l so were purchasers 

of b i l l s of s h o r t m a t u r i t i e s in scire d i s t r i c t s . Rates 

remained.unchanged at 4 - l / g to U - l / 4 b id and 4 to 4 - l / g 

o f f e r e d , the lower r a t e s applying t o b i l l s of t h i r t y - d a y 

m a t u r i t y . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

January 6 , 1923. 
S t .3277 . 

SUBJECT: C e r t i f i c a t i o n of F r anch i s e 
Taxes p a i d on December 

31, 1922. 

Dear S i r : 

I n accordance wi th the p rocedure o u t l i n e d 
i n t h e B o a r d ' s l e t t e r X-329I da t ed Janua ry 4 , 1922, 
a copy of which i s a t t a c h e d h e r e t o , the Board r e -
q u e s t s t h a t you have the Audi tor of your bank p r e -
p a r e and fo rward t o the Under S e c r e t a r y of the 
T r e a s u r y , Washington, D, C , , a s t a t emen t showing 
the manner i n which the amount p a i d t o the Uni t ed 
S t a t e s on December 31> 1922 en accoun t of f r a n c h i s e 
t a x was de t e rmined . This s t a t e m e n t , a s w e l l a s t h e 
A u d i t o r 1 s c e r t i f i c a t e on the r e v e r s e s ide t h e r e o f j 
shou ld r e l a t e to t h e f r a n c h i s e t a x p a i d out of 
e a r n i n g s d u r i n g 1922, a l s o t o d e f e r r e d f r a n c h i s e 
t a x payments f o r p r i o r y e a r s , i f any, p a i d as a r e -
s u l t of c o u n s e l ' s op in ion and t h e Board ' s r u l i n g 
( see l e t t e r s X-3462 of June 29 , 1922 and X-3492 of 
August 1 , 1922) t h a t s u p e r - s u r p l u s a ccoun t s f o r m e r l y 
e s t a b l i s h e d were not a u t h o r i z e d by t h e F e d e r a l Re-
se rve Act . 

By o r d e r of the F e d e r a l Reserve Board. 

Very t r u l y y o u r s , 

TSn. W. Boxton, 
S e c r e t a r y . 

Enc lo su re . 

LETTER TO BE SENT TO CHAIRMAN OF 
ALL FEDERAL RESERVE BANKS EXCEPT DALLAS. 
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x-3291 

January 4, 1922. 

SUBJECT: C e r t i f i c a t i o n of Payment of Franchise. Tax t o 
Treasury Department. 

Dear S i r : 

In accordance with t h e procedure previously 

adopted by the Treasury Department, in connection wi th the 

c e r t i f i c a t i o n as t o payment by Federal Reserve Baaks to the 

Treasurer of the United S ta t e s of amounts on account of f r a n -

chise t ax , the Federal Reserve Board, a t the reques t of the 

Treasury Department, asks tha t your aud i to r prepare a s t a t e -

ment of income and expenses covering the calender year 1$21, 

showing the manner in which the amount due the United S t a t e s 

on account of f r anch i se tax was determined. I t i s requested 

t h a t when the statement has been prepared the fol lowing form 

of c e r t i f i c a t i o n be typed on i t s back, executed by your a u d i t -

or and countersigned by a ssnior execut ive o f f i c e r . The s t a t e 

ment should then be forwarded to the Secretary of the Treasury 

Divis ion of "'ublic Moneys, Washington. 
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"I hereby c e r t i f y t h a t I have examined t h i s 
s ta tement of p r o f i t a n ! l o s s account of t h e Federal 
Reserve Bank of f o r t h e ca lendar year 
1921; t h a t t he i tems i n such account are c o r r e c t as shewn 
by the r ecords of such Federal Reserve Bank; t h a t such 
p r o f i t and l o s s s ta tement shows a l l i tems of ga in d u r -
ing t h e pe r iod ; t h a t a l l deduct ions made from gross and 
net ea rn ings i n such statement appear to be f a i r , j u s t 
and reasonable in a l l r e s p e c t s , and t h a t t h e amount due 
t h e United S t a t e s as shown the reon i s co r r ec t in accord-
ance with the p rov i s ions of Sec t ion 7 of t h e Federa l 
Reserve Act approved December 23, 1913> a s amended by 
the a c t of March 3j I 9 I 9 . " 

.Auditor, Federa l Reserve 
Bank of 

COUKTERSIGNED: 

The Treasury Department adv i ses the Board t h a t i t i s the 

usual custom of a d m i n i s t r a t i v e o f f i c e r s of the Government having 

charge of t h e c o l l e c t i o n of revenue t o make such v e r i f i c a t i o n s of 

col lect ion® a s w i l l i n su re the Government's r e c e i p t of the c o r r e c t 

amount due, and t h a t i t d e s i r e s the c e r t i f i e d copy af your s t a t e -

ment reques ted i n orde t to make such v e r i f i c a t i o n s the re f rom. 

Very t r u l y yours , 

W, ii„ Hoxton, 
S e c r e t a r y . 

TO THE GOVEKKOH& OF ALt FEDER/L RESERVE BANKS, EXCEPT DALLAS. 
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FEDERAL RESERVE BOARD 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

SUBJECT: Earn ings a n l expense r e p o r t s of 
F e d e r a l Reserve Banks. 

Dear S i r : 

There a r e being forwarded, t o you today under s e p a r a t e cover 
t h e f o l l o w i n g number of c o p i e s of r e v i s e d forms 95> 9&» 9 7 , and 97**&» 
Monthly e a r n i n g s and expanse r e p o r t s of Fede ra l r e s e r v e banks, and of 
t h e r e v i s e d g e n e r a l i n s t r u c t i o n s govern ing t h e p r e p a r a t i o n of such 
r e p o r t s : 

Form 95 -
Form 9b -

, Form 97 -

I t w i l l be noted f rom t h e r e v i s e d i n s t r u c t i o n s t h a t t h e method 
of hand l ing income and expense connected wi th r e a l e s t a t e owned by t h e 
F e d e r a l r e s e r v e banks , as p rov ided i n t h e r e p o r t of t h e Real E s t a t e 
Subcoranit tee of t h e Audi tors* Conference which was approved i n t h e 
B o a r d ' s l e t t e r* S t . 1593 of November 22, 1920, has been modi f i ed so t h a t 
beginning w i t h Janua ry 1, 1923, income ( r e n t ) f rom p r o p e r t y owned and 
occupied i n p a r t by t h e F e d e r a l r e s e r v e bank and i n p a r t by t e n a n t s i s 
t o be c r e d i t e d t o misce l l aneous ea rn ings on form 95» w h i l e a l l expense 
connected w i t h t h e o p e r a t i o n of such p r o p e r t y i s t o be charged t o c u r -
r e n t expense on fo rA 96. T h e r e f o r e , income and expense a s r e p o r t e d on 
form 97 w i l l h e r e a f t e r r e l a t e t o only such p r o p e r t y as i s owned but not 
occupied a t a l l by t h e F e d e r a l r e s e r v e bank. Taxes on l a n d on which a 
new b u i l d i n g i s b e i i ^ c o n s t r u c t e d w i l l con t inue t o be r e p o r t e d on form 97-

On b a l a n c e s h e e t s form 3^ a l l p r o p e r t y owned and occupied i n 
whole or i n p a r t by t h e F e d e r a l r e s e r v e bank w i l l be r e p o r t e d a g a i n s t 
i t em "Banking houses ( i n c l u d i n g l a n d ) " ; t h e c o s t of b u i l d i n g s under 
c o n s t r u c t i o n w i l l con t inue t o be r e p o r t e d a g a i n s t "New b u i l d i n g account" ; 
and a l l o the r p r o p e r t y , i n o t h e r words, p r o p e r t y no t occupied a t a l l by 
the Fede ra l r e s e r v e bank and t h e land on which new b u i l d i n g s a r e be ing 
c o n s t r u c t e d , w i l l be c l a s s e d as "Other r e a l e s t a t e . " 

Yours very t r u l y , 

E. L. Smead, C h i e f , 
D i v i s i o n of Bank O p e r a t i o n s . 

WASHINGTON January 8 , J-923• 
St# w * 

c o p i e s Form 9 7 - a - c o p i e s 
c o p i e s Genera l 
c o p i e s i n s t r u c t i o n s - c o p i e s . 

L e t t e r sent t o Governor of a l l F. R. Banks. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOAR D 

January 9 , 1923. 
St .3225. 

SUBJECT: Weekly COHD telegram showing 
cond i t ion of F. R. Banks. 

Dear S i r : 

Beginning with the weekly p r e s s s ta tement showing 

the cond i t i on of the Federa l Reserve Banks a s of January 17, 

1923, a new code word "CORN" w i l l be s u b s t i t u t e d i n l i e u of 

t he p r e s e n t code word CORD, to des igna te "All o the r l i a b i l i - : 

t i e s " i n the 1 s o - c a l l e d weekly COMD telegram showing the con-

d i t i o n of the twelve Federa l Reserve Banks combined, which i s 

t r a n s m i t t e d to the Federa l r e se rve banks each Thursday. 

Very t r u l y yours , 

E. L. Smead, Ch ie f , 
Div is ion of Bank Operat ions 

L e t t e r t o a l l F e d e r a l R e s e r v e A g e n t s . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FHBERAL RESERVE BOARD 

January 23, 1923* 
S t . 3314-

SUBJECT: Rev i s ion of Form 38. 

Dear S i r : 

There a r e be ing forwarded t o you today under 

s e p a r a t e cover c o p i a s of form 38 - " C l a s s i f i -

c a t i o n of d i s c o u n t e d and purchased b i l l s h e l d by t h e 

Fede ra l Reserve Bank." I t w i l l be no ted t h a t t h e 

form i s i d e n t i c a l wi th t h e one i n use d u r i n g 1922 

except t h a t t ' . e c l a s s i f i c a t i o n of purchased b i l l s 

acco rd ing t o endorsement h a s been e l i m i n a t e d . 

Very t r u l y y o u r s , 

E. L. Smead, C h i e f , 
D i v i s i o n of Bank O p e r a t i o n s . 

DRAFT OF LETTER TO BE SENT TO 
THE GOVERNOR OF EACH F. R. BANK. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO JclHU.3Xy 24, 
THE FEDERAL RESERVE BOARD S t . 3 3 ^ 9 ' 

SUBJECT: Monthly Report of C l e a r -
ing Opera t ions , Form 170. 

Dear S i r : 

There are being forwarded t o you today under s e p a r a t e 
cover cop ies of Form 170 - "Report of Clear ing Opera t ions . " 
I t i s reques ted t h a t the r ev i sed forms be used beginning with t h e 
r e p o r t s submitted f o r t h e p r e s e n t month. As p r o v i s i o n h a s been 
made on t h e r e v e r s e s i d e of the r ev i s ed form f o r r e p o r t i n g the 
number of member banks, of non-member banks on t h e p a r l i s t , and of 
non-member banks not on t h e p a r l i s t , Form 170-a has been d i scon t inued . 

I n q u i r i e s rece ived by the Board i n d i c a t e t h a t t h e r e has 
been seme doubt as t o whether or not r e t u r n i tems, p o s t a l money 
o rders , e t c . , . s h o u l d be included wi th c l e a r i n g f i g u r e s as repor ted 
on t h i s form. There i s t h e r e f o r e g iven below a g e n e r a l s ta tement 
of t h e i tems Wiich should be included and of those vifoich should not 
be included i n t h e p r e p a r a t i o n of the r e p o r t s . 

I tems vthich should be included. Al l cash i tems a c t u a l l y 
handled by t h e Federal r e s e r v e bank or branch such as:*-Government 
w a r r a n t s ; checks and d r a f t s , including checks and d r a f t s drawn 
aga ins t member banks ' r e s e r v e ba lances or aga ins t c l e a r i n g ba lances 
of non-member banks; o f f i c e r s ' and c e r t i f i e d checks of t h e Federa l 
r e s e r v e banks; Federa l r e s e r v e exchange and t r a n s f e r d r a f t s ; P o s t a l 
money o rders . 

Where t h e Federa l r e s e r v e bank handles s o - c a l l e d package 
c l e a r i n g s , i . e . , packages conta in ing a number of i tems a l ready 
so r t ed and which a r e passed through the c l e a r i n g without being 
opened by t h e Federal r e s e r v e bank, each of such packages should 
be counted as one item and a foo tno t e appended t o t h e a p p r o p r i a t e 
i tem on t h e form reading as f o l l o w s : 

" Inc ludes packages con ta in ing 
checks aggregat ing $ 

I tems which should not be inc luded. Government and o ther 
coupons; non-cash i tems rece ived f o r c o l l e c t i o n ; r e t u r n i tems; 
i tems forwarded by member banks d i r e c t t o other Federa l r e s e r v e 
banks and branches or t o o ther member banks f o r c r e d i t on t h e 
books of the Federal r e s e r v e bank ( i tems not handled by t h e r e -
p o r t i n g Federa l r e se rve bank) . ?hare member banks have s p e c i a l 
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- 2 -
St.3319-

c l e a r i n g arrangements whereby deb i t or c r e d i t e n t r i e s a re made on 
t h e books of t h e Federal r e s e r v e bank or branch t o cover the r e s u l t 
of t h e l o c a l c l e a r i n g of items not handled by t h e Federa l r e se rve 
bank or branch, n e i t h e r the number nor the amount of such i tems 
should be included i n r e p o r t s On Form 170. 

By fo l lowing t h i s procedure the t o t a l of i tems 1 t o 7, when 
combined f o r a l l Federal r e s e r v e banks and branches , w i l l r ep re sen t 
the number and amount of d i f f e r e n t i tems a c t u a l l y handled by the 
System as a whole, without d u p l i c a t i o n s on account of i tems having 
been handled by more than one Federa l r e se rve bank or branch. The 
extent t o which d u p l i c a t i o n s a r i s e through the handl ing of i tems 
by more than one Federal r e s e r v e bank or bratich w i l l be ob ta inab le 
from f i g u r e s shown agains t i tems 8, 9» 10-

Very t r u l y yours , 

E. L. Smead, Chie f , 
D iv i s ion of Bank Opera t ions , 

LETTER TO BE SENT TO 
EACH FEDERAL RESERVE AGEM. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

January 24 , 1923. 
' S t . 3 3 2 0 . 

SUBJECT: By-laws of F e d e r a l Reserve 
"banks and b ranches . 

Dear S i r : 

I t w i l l be a p p r e c i a t e d i f you. w i l l k i n d l y 

f u r n i s h t h e Board wi th s i x cop ie s of the by-laws 

of your bank now i n e f f e c t , a t your e a r l i e s t con-

v e n i e n c e . I t w i l l a l s o be a p p r e c i a t e d i f you w i l l 

f u r n i s h us wi th s i x c o p i e s of the by- laws of each 

of t h e b r a n c h e s , i f any . 

Very t r u l y y o u r s , 

Walter L. Eddy, 
A s s i s t a n t S e c r e t a r y . 

L e t t e r s en t t o a l l E. Agents . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

F e b r u a r y 1 3 , 1923. 
S t . 3 3 5 7 -

Gentlemen: 

The Fede ra l Reserve Board, w i l l be "under o b l i g a t i o n , i f 

you w i l l k ind ly f u r n i s h i t s S t a t i s t i c a l o f f i c e wi th two cop ies 

of a b s t r a c t of r e p o r t s of cond i t i on of banks and t r u s t companies 

i n your S t a t e as' of o r about the c lose of the ca lendar yea r 1922. 

In case your department has no t i s sued any end-of-Eecember c a l l , 

w i l l you k i n d l y send us the a b s t r a c t f o r e i t h e r the November, 

1922 o r J anua ry , 1923 c a l l s ? We a re very des i rous of secur ing 

f i g u r e s f o r t h e whole of the Uni ted S t a t e s and would ask you to 

f avo r us wi th cop ies of the a b s t r a c t , even though you may not 

have p r i n t e d i t f o r genera l d i s t r i b u t i o n . 

Enclosed p l e a s e f i n d f r anked and s e l f - a d d r e s s e d envelope 

f o r t r a n s m i t t i n g the pamphlets i n ques t ion . 

Very t r u l y yours , 

Walter L. Eddy, 
A s s i s t a n t Sec rea t ry . 

S t a t e Banking Department. 

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



FEDERAL RESERVE BOARD 
WASHINGTON 

March 3> 1923• 
S t . 338S 

SUBJECT: Charts showing movement of 
a s s e t s and l i a b i l i t i e s of 
Federa l Reserve Banks, e t c . 

Dear S i r : 

There a re "being fofwarded to you today under 
s e p a r a t e cover two copies each of the fo l lowing c h a r t s : 

1 . Movement of earn ing a s s e t s of a l l Federa l Re-
serve Banks, 19^2 and 1923. 

2 . Debi t s to I n d i v i d u a l Accounts a t Banks i n Re-
p o r t i n g Clear ing House Cente rs , 1922 and 1923-

3. Depos i t s , Federa l Reserve note c i r c u l a t i o n , 
Cash Reserves and Reserve Rat io of a l l Federa l 

. Reserve Banks, 1922 and 1923. 

4. Movement of Loans and Inves tments , Deposi ts 
and Fede ra l Reserve Bank Accommodation of a l l 
Report ing Member Banks, 1922 and 1923» 

5. Federa l Reserve Banking Developments, 
1917-1923. 

One of the s e t s i s in t ended f o r your use and the o the r 
f o r the use of the Governor. One s e t , con t a in ing the 
f i v e c h a r t s , w i l l be mai led to the Manager of each 
F e d e r a l Reserve Branch Bank. 

A l l the in fo rma t ion r equ i r ed to cont inue the 
s e v e r a l curves f o r the remainder of the p r e s e n t ca lendar 
year w i l l be ob ta inab le from thti Board 's r e g u l a r weekly 
p u b l i s h e d s t a tements . 

Very t r u l y you r s , 

Walter L. Eddy, 
A s s i s t a n t S e c r e t a r y . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

- March 24, 1A2). 
S t .3424. 

SUBJECT: Condition. Repor ts of "Sta te 
Bank and Trust Company 
Members, Form 105• 

Dear S i r : 

There a re bein; forwarded t o you today under s epa ra t e . 
cover . cop ies of Form 105 r e v i s e d as of February 15, 1922. 
P l e a s e mai l t h r e e cop ies of t h e form t o each s t a t e bank and 
t r u s t company member i n your d i s t r i c t wi th i n s t r u c t i o n s t o ho ld 
t h e b l ank forms pending r e c e i p t of a c a l l f o r cond i t i on r e p o r t s , 
when they should be promptly f i l l e d out and two cop ies mai led 
t o you - in no case l a t e r than 10 days a f t e r r e c e i p t of t h e c a l l 

Inasmuch as i t . i s found t h a t a number of c o n d i t i o n r e -
p o r t s a r e r ece ived a t each c a l l which do not show a l l of t h e 
d a t a c a l l e d f o r on t h e r eve r se s ide of t h e form nor the segre -
g a t i o n of amounts r epo r t ed aga ins t c e r t a i n i tems, such as de-
mand d e p o s i t s i tem 25, on t h e f a c e of t h e form, i t w i l l be 
app rec i a t ed i f s p e c i a l ca re ia taken t o see t h a t r e p o r t s f o r -
warded t o the Board a r e complete in t h e s e r e s p e c t s . 

In order t h a t t he compi la t ion of t h e Board*s a b s t r a c t 
showing the c o n d i t i o n of a l l s t a t e bank and t r u s t coup any 
members combined as of t h e d a t e of t h e nex t c a l l may no t be 
unduly delayed, i t i s r eques ted t h a t the r e p o r t s be forwarded 
t o the Board as soon as p r a c t i c a b l e a f t e r t hey a r e r ece ived 
by t h e Federal r e s e r v e banlc; Specia l e f f o r t should be made t o 
see t h a t a l l t he r e p o r t s reach t h e Board w i t h i n 20 days a f t e r 
d a t e of c a l l . 

• Yours Very t r u l y , 

Walter L. Eddy, 
A s s i s t a n t S e c r e t a r y . 

To a l l F. R. Agents. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

March 28, 1923. 
St . 

SUBJECT: Abs t rac t of Condition Reports 
of S t a t e Bank and Trust 6ompany 
Members and of a l l Member banks 
as of December 29, 1922. 

Dear S i r : 

We a r e forward i rg t o you under s e p a r a t e cover 

cop ies of t h e Boa rd ' s Abst rac t No. 19 showing t h e . 

c o n d i t i o n of S t a t e Bank and Trus t Coup any members and of 

a l l member banks as a t c lose of b u s i n e s s on December 29, 

1922, Consol idated f i g u r e s f o r a l l member banks, bo th 

Na t iona l and S t a t e , a r e shown on pages 1 and 12. 

P lease forward one copy of t h e a b s t r a c t t o each 

S t a t e Bank and Trust Company member in year d i s t r i c t t h a t 

has expressed a d e s i r e t o r e c e i v e cop ies of a b s t r a c t s as 

i s s u e d . 

Very t r u l y yours , 

E. L. Smead, Chief , 
D iv i s ion of Bank. Opera t ions . 

L e t t e r t o a l l F. R, Agents. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

May 2 , 1923. 
0. S. 4. 

Gentlemen: 

Your cou r t e sy w i l l be g r e a t l y a p p r e c i a t e d i f you w i l l 
f u r n i s h the Federa l Reserve Board, f o r use of i t s S t a t i s t i c a l 
O f f i c e , a s soon a s a v a i l a b l e , w i th two cop ie s of a b s t r a c t of r e -
p o r t s of c o n d i t i o n of S ta te banks and Trtist companies i n your 
S t a t e On Apr i l 3« or n e a r e s t da t e , i t i c o n t i n u a t i o n of s i m i l a r 
a b s t r a c t s of cond i t ion of these banks oh o r about the l a s t Of 
December, 1922, 

Wil l i t be p o s s i b l e f o r your o f f i c e to e l iminate# or 
a t l e a s t s e g r e g a t e , the f i g u r e s f o r the - mutual savings batiks, 
i n case the s t a t e t o t a l s , a s shown i n the a b s t r a c t , a r e i n c l u -
s ive of f i g u r e s f o r t h i s c l a s s of banks? In case the a b s t r a c t 
f a i l s to show the number of s t a t e banks and t r u s t companies r e -
p o r t i n g , w i l l you be good enough to s t a t e t h i s number i n your 
l e t t e r of t r a n s m i t t a l ? '>7e a re very des i rous of p u b l i s h i n g com-
p a r a t i v e f i g u r e s by s t a t e s and geographic s e c t i o n s f o r t h e 
country as a whole a t the e a r l i e s t p r a c t i c a b l e d a t e , and would 
ask you, t h e r e f o r e , to f a * u r us wi th advance 01 proof copies of 
the t a b l e s and not to d e f e r ma i l i ng the da ta u n t i l f i n a l r e v i -
s ion . I t goes without saying t h a t we s h a l l be glad to make 
changes or c o r r e c t i o n s i n your S ta te f i g u r e s a t any time be fo r e 
f i n a l proof i s sent to the p r i n t e r . 

The Apr i l number of the F e d f r a l Reserve B u l l e t i n 
(pages 445-460) con ta in s a summary statement of the a b s t r a c t s o f 
r e p o r t s of cond i t i on a t about the end of 1922 of S ta t e banks 
and Trus t companies of f o r t y - s i x s t a t e s and of the D i s t r i c t of 
Columbia, to which we d e s i r e to c a l l your a t t e n t i o n , '"e s h a l l 
be g lad to send you a d d i t i o n a l copies of the Apr i l B u l l e t i n a s 
l o n g ' a s our supply of t h a t number l a s t s . 

Enclosed p l e a s e f i n d f ranked and s e l f - a d d r e s s e d en-
velope , r e q u i r i n g no pos t age , f o r the t r ansmiss ion of the d a t a . 

Very t r u l y yours , 

Walter L. Eddy, 
A s s i s t a n t Sec re ta ry . 

S t a t e Banking Department, 
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FEDERAL RESERVE BOARD 
W A S H I N G T O N 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

May 11, 1923; 
s t . 3502. 

SUBJECT* Report of d e p o s i t s of membet 
banks,f6rm S t . 3501. 

Dear S i r ' 

For a number of yea r s t h e Board has r ece ived 
and p u b l i s h e d each week r e p o r t s showing t h e p r i n c i p a l 
a s s e t and l i a b i l i t y items of r e p o r t i n g member banks i n 
about 100 s e l e c t e d c i t i e s , but as i s wel l known t h e s e 
f i g u r e s r e p r e s e n t the c o n d i t i o n of member banks i n t h e 
l a r g e r c i t i e s only, and t h e r e f o r e a r e not an e n t i r e l y 
s a t i s f a c t o r y i n d i c a t o r of changing banking c o n d i t i o n s 
in g e n e r a l . VTaile the Board does not cons ide r i t p r a c -
t i c a b l e t o have banks in the smal le r c i t i e s f u r n i s h 
c u r r e n t weekly r e p o r t s , i t d e s i r e s t o make u s e of any 
f i g u r e s a l r eady a v a i l a b l e Which throw l i g h t on banking 
developments i n the smal le r c i t i e s and r u r a l towns. 

In order t o enable them t o de termine whether 
memoer banks a t e main ta in ing r e s e r v e s i n t ie amount r e -
qu i red by law, a l l Federa l r e s e r v e banks a r e now r e c e i v -
ing weekly r e p o r t s from member banks i n r e s e r v e c i t i e s 
and semi-monthly r e p o r t s from banks l oca t ed ou t s ide of 
r e s e r v e c i t i e s , which show d a i l y f i g u r e s of n e t demand 
d e p o s i t s and of t ime d e p o s i t s , and i t i s b e l i e v e d t h a t 
i f t h e s e f i g u r e s were t a b u l a t e d and grouped according 
t o t h e s i z e of t h e c i t i e s i n which t h e banks are l o c a t e d , 
they would throw cons ide rab l e l i g h t on count ry bank de -
velopments . I t w i l l be app rec i a t ed , t h e r e f o r e , i f you 
w i l l k i n d l y f u r n i s h . ' the Board w i th a r e p o r t on t h e 
a t t a c h e d form S t . 3501, a supply of which i s being f o r -
warded t o you under s e p a r a t e cover , showing the amount 
of net demand d e p o s i t s and of t ime d e p o s i t s f o r member 
banks l o c a t e d i n each of t h e fou r c l a s s e s of c i t i e s i n -
d i c a t e d on t h i s fojrm as of t h e Wednesday p reced ing t h e 
l a s t Fr iday i n each month. As i n d i c a t e d on the form 
s e p a r a t e f i g u r e s aire t o be shown f o r each s t a t e i n the 
d i s t r i c t . 
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S t . 3502. 

I t i s r eques t ed t h a t t h e f i r s t r e p o r t be p repa red as of 
Wednesday, A p r i l 25. The d i s t r i c t t o t a l s of ne t demand d e p o s i t s 
and of t ime d e p o s i t s f o r banks i n each c l a s s of c i t i e s should 
be t e l e g r a p h e d to the Board as aoon as a v a i l a b l e aga ins t the 
code words p rov ided on t h e form, and a complete r e p o r t showin:, 
f i g u r e s f o r each s t a t e mailed as soon t h e r e a f t e r as p r a c t i c a b l e . 

In t h e c o n p i l a t i o n of t he se d a t a i t i s r eques t ed t h a t 
c i t i e s and towns i n your d i s t r i c t be grouped i n accordance wi th 
t h e a t t a c h e d l i s t which i s based on the l a t e s t a v a i l a b l e census 
f i g u r e s and shows a l l c i t i e s and towns i n the d i s t r i c t with a 
p o p u l a t i o n of 5>00C or over . 

By order of the Federal Reserve Board. 

Yours very t r u l y , 

Vin. W. Hoxton, 
S e c r e t a r y . 

LETTER TO EACH FEDERAL RESERVE AGENT. 

Enc losu re . 
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^ Fede ra l Reserve Board Form S t . 3501 * 

^ ( i ^ r i l 1923) 

DEPOSITS OF MEMBER BANKS IN EACH STATE IN THE FEDERAL RESERVE DISTRICT. 

I S AT CLOSE OF BUSINESS ON WEDNESDAY. 192 . 

(Amounts I n thousands of d o l l a r s ) 

S t a t e 

Banks l o c a t e d i n 
w i t h l e s s than 5 , 

c i t i e s o r towns 
000 p o p u l a t i o n 

Banks l o c a t e d i n c i t i e s wi th 
p o p u l a t i o n of 5.0C0 to 1^,999 

Banks l o c a t e d i n c i t i e s wi th 
p o p u l a t i o n of 15.000 t o 99.999 

Banks l o c a t e d i n 
•population of 100, 

c i t i e s wi th 
,000 and over 

S t a t e Num-
ber 

Net demand 
d e p o s i t s 

Time 
d e p o s i t s 

Num-
ber 

Net demand 
d e p o s i t s 

Time 
d e p o s i t s 

Num-
ber 

Net demand 
d e p o s i t s 

Time 
d e p o s i t s 

Num-
b e r 

Net demand 
d e p o s i t s 

Time 
d e p o s i t s 

-

TOTAL 
ACID ADAM AVON BANN BIDE BUNT CAST CORK COOP DART DOVE DUPE 

NOTE: Repor t s should be made as of t h e Wednesday p r eced ing t h e l a s t Fr iday of each month and 
mai led to the Fede ra l Reserve Board a t the e a r l i e s t p r a c t i c a b l e da t e . I n a d d i t i o n , the 
t o t a l f i g u r e s f o r which code words have been p rov ided should be t e l eg raphed , as soon as 
a v a i l a b l e a f t e r t h e r e p o r t d a t e . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

May 15, 1923' 
S t . 3 5 1 5 . 

SUBJECT: Contingent l i a b i l i t y on 
b i l l s purchased f o r f o r -

e ign correspondents . 

Dear S i r : 

With r e f e r e n c e to the Board1s telegram TBAUS 315 of 
Apr i l 25, 1923, s t a t i n g tha t a new item "Contingent l i a b i l i t y on 
b i l l s purchased f o r f o r e ign cor respondents , " would be added to 
the weekly p r e s s s tatement showing the cond i t ion of Federa l r e -
serve banks, we f i n d t h a t i t has been necessary to make some 
changes i n the t o t a l amount of t h i s i tem as shown on the l i a b i -
l i t y sheet of weekly p r e s s s ta tements i s sued during the p a s t 
yea r . When pub l i sh ing comparative f i g u r e s f o r l a s t year the 
Board w i l l of course show the r e v i s e d f i g u r e s , and i n o rde r t ha t 
there may be no d i f f e r e n c e between the Board 's p r e s s s ta tements 
and those i s s u e d a t your baxir, the necessary r e v i s i o n s a r e given 
below: 

Date 
1922 -

Orig ina l f i g u r e s Revised f i g u r e s 

1923 -

May 31 3 4 , 3 9 5 3 4 , 3 4 9 
August 2 29,567 2 9 , 8 6 0 

9 2 3 , 9 6 3 2 9 , 5 6 3 
23 29 ,976 2 9 , 5 7 6 

October 1 1 30,435 3 1 , 5 3 2 
1 2 3 3 , 9 2 1 3 5 , 2 6 5 

December . 6 31 ,050 3 1 , 0 0 7 
27 34,014 3 3 , 9 5 1 

- J anua ry 3 33 ,593 3 3 , 9 1 2 
10 33 ,950 3 3 , 9 1 3 
24 33 , 922 3 3 , 9 2 5 

March 7 2S.S4S 28,644 
l i t 34 ,581 3 4 , 5 7 7 

.Any changes made i n the amount of t h i s item as pub l i shed 
i n f u t u r e weekly s ta tements w i l l be t e legraphed to you, a s i s now 
done i n the tiase of a l l o the r i tems. 

Very t r u l y yours , 

E. L. Smead., Chief , 
Divis ion of Bank Operat ions , 

LETTER TO F. R. AGENT AT ALL BAU.C8 EXCEPT RICHMOND. 
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FEDERAL RESERVE BOARD 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

SUBJECT: Payment of Dividends 
on June 30, 1923. 

Dear S i r : 

In accordance with the polic-y adopted i n the Boa rd ' s 
l e t t e r X-3U15 of May 24, 1922, i t i s r eques t ed t h a t the "books 
of the Federa l r e se rve "banks be not c losed on June 30, 1923. 
In view of the f a c t t h a t the "books w i l l no t "be c l o s e d , i t 
w i l l be necessa ry to modify somewhat the form of d iv idend 
r e s o l u t i o n accompanying the Board ' s l e t t e r X-3136 of June 8 , 
1921, and accord ing ly we a re enc los ing herewi th a suggested 
form f o r f u t u r e u se . 

Your r eques t f o r a u t h o r i t y to pay the semi-annual 
d iv idend should be accompanied by the fo l l owing s t a t emen t s : 

1. Unpaid indeb tedness of c losed banks to Federa l 
r e s e r v e bank, g iv ing the names of banks , i n d e b t -
edness of each , c h a r a c t e r of s e c u r i t y , i f any, 
and e s t ima ted l o s s e s . 

2 , Indebtedness to Federa l r e s e r v e bank of member 
banks which are cons idered to be in an unsa fe 
c o n d i t i o n , g iv ing the names of the banks , 
indeb tedness of each , c h a r a c t e r of s e c u r i t y , 
i f any, and probable l o s s e s , 

. I t w i l l be app rec i a t ed i f you w i l l p r e s e n t t h i s 
l e t t e r to your Board of D i r e c t o r s a t any e a r l y da te so t h a t 
t h e i r r e s o l u t i o n cover ing the payment of d iv idends on June 
30 may reach the Board n o t l a t e r than June 28. 

. By o r d e r of the Federa l Reserve Board. 

Very t r u l y yours , 

Wm. W, Hoxton, 
Secre t a r y . 

W A S H I N G T O N 
June 12, 1923. 

S t . 3 5 5 7 . 

LETTER TO CHAIRMAN 
OF EACH FEDERAL RESERVE BANK 
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St. 3557a. 

DIVIDEND RESOLUTION 

WHEREAS, I t appears from e s t ima te s based on the b a n k ' s 

d a i l y balance s h e e t , form 3*+» f o r the day of 

t h a t the amount of accrued d iv idends which . 

w i l l be due to s tockho lders on the day of 

w i l l amount to approximately $ ; and 

FIE BE AS, I t i s e s t ima ted t h a t the excess of ea rn ings 

over c u r r e n t expenses , dep rec i a t i on i n the a s s e t s of the 

bank, and probable l o s s e s w i l l be s u f f i c i e n t on 

to f u l l y warrant the payment of the r e g u l a r semi-annual 

d iv idend; 

NO?', THEREFORE, BE IT RESOLVED, That a d iv idend f o r 

the six-months' p e r i o d ending a t the r a t e 

of s i x p e r centum p e r annum on the p a i d - i n c a p i t a l s tock , 

payable on the day of , be and i s 

hereby dec la red to a l l s tockholders of t h i s bank as shown 

by the books of the. bank on t h a t da te . 
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FEQERALRESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE B O A R D 

June 18, 1923, 
St .3562. 

SUBJECT: Earnings and Dividends r e p o r t s 
of S ta te Bank and Trust Company 
members as of June 30» 1923-

Dear S i r : 

There a r e being forwarded to you today under separa te 
cover "by mai l copies of form 10? f o r use of S ta t e "bank 
and Trust company members i n submi t t i n g t h e i r semi -animal re-* 
p o r t s of ea rn ings and dividends.. 

P lease advise the "banks t ha t the r epo r t i s to cover 
the six-month p e r i o d ending June J>Q, 1923 > i r r e s p e c t i v e of 
vyhather or not they may have c losed t h e i r books on t h a t d a t e , 
or whether any dividends t ha t may have been dec la red cover tha t 
p a r t i c u l a r p e r i o d . 

The r e p o r t should be submitted to you i n dup l i ca t e 
wi th in t en days a f t e r r e c e i p t of the blank forms by r e p o r t i n g 
banks4 

Kindly acknowledge r e c e i p t . 

Very t r u l y yours , 

Ha, W, Sextan, 
Secre tary . 

t e t t e r to each Federal Reserve Bank. 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOAR D 

J u n e 8 1 1 . 1 9 2 3 . 
S t . 3 5 6 9 . 

SUBJECT: Condit ion Reports of S t a t e Bank and 
Trus t Company Members, Form 105. 

Dear S i r : 

There are being forwarded to you today under s e p a r a t e cover 
cop ie s of Form 105 r e v i s e d as of May 22, 1923. P l e a s e mai l 

th ree c o p i e s of the form to each s t a t e bank and t r u s t company member 
i n your d i s t r i c t wi th i n s t r u c t i o n s to ho ld the b lank forms pending 
r e c e i p t of a c a l l f o r c o n d i t i o n r e p o r t s , when they should be promptly 
f i l l e d ou t and two copies ma i l ed to you - i n Bo case l a t e r than 10 
days a f t e r r e c e i p t of the c a l l . 

Upon r e c e i p t of n o t i c e from t h e Board of the c a l l f o r con-
d i t i o n r e p o r t s the banks should be adv i sed thereof by m a i l , i f 
l o c a t e d w i t h i n two days ' time from the Federa l r e s e r v e bank or by 
te legram i f no t w i t h i n two days ' t ime by ma i l . 

Inasmuch a s i t i s found t h a t a number of cond i t i on r e p o r t s a r e 
r ece ived a t each c a l l which do no t show a l l of the da t a c a l l e d f o r on 
the r e v e r s e s ide of the form nor the seg rega t ion of amounts r e p o r t e d 
aga in s t c e r t a i n i t ems , such a s demand d e p o s i t s i tem 25, on the f a c e of 
the form, i t w i l l be a p p r e c i a t e d i f s p e c i a l c a r e i s t aken to see. t h a t 
r e p o r t s forwarded to the Board a re complete i n these r e s p e c t s . 

I n o rde r t h a t the compi la t ion of the Board ' s a b s t r a c t showing 
the c o n d i t i o n of a l l s t a t e bank and t r u s t company members combined a s 
of the d a t e of the nex t c a l l may not be unduly delayed, i t i s r e q u e s t -
ed t h a t the r e p o r t s be forwarded to the Board a s soon a s p r a c t i c a b l e 
a f t e r they a r e r e c e i v e d by the Federal r e s e r v e bank. Spec ia l e f f o r t 
should be made to s ee t h a t a l l the r e p o r t s reach the Board w i th in 20 ' 
days a f t e r da t e of c a l l . 

Kindly acknowledge r e c e i p t . 

Yours very t r u l y , 

Yin. W. Hoxton, 
S e c r e t a r y . 

L e t t e r t o e a c h F e d e r a l R e s e r v e Agent . 
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FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOAR D 

J u n e 2 1 , 1923 . 
St .3570 

SUBJECT: Abs t r ac t of Condit ion Reports of 
S t a t e Bank and. Trus t Company Members 
and of a l l Member "banks a s of 

Apr i l 3, 1923. 

Dear S i r : 

We a r e fo rward ing to you under separa te cover 

cop ies of the Board ' s Abs t rac t $b. 20 showing the 

c o n d i t i o n of S t a t e Bank and Trust Company members and of 

a l l member banks a s a t c lose of b u s i n e s s on Apr i l 3» 1923. 

Conso l ida ted f i g u r e s f o r a l l member banks , bo th Nat ional 

and S t a t e , are shown on pages 1 and 12. 

P l ease fo rward one copy of the a b s t r a c t t o each 

S t a t e Bank and Trus t Company member i n your d i s t r i c t tha t 

h a s expressed a d e s i r e to r e c e i v e cop ie s of a b s t r a c t s as 

i s s u e d . 

Very t r u l y yours , 

Wn. 7«\ Hoxton, 
Secre t a r y . 

L e t t e r to each Federa l Be serve Agent. 
Digitized for FRASER 
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