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The Federal Reserve Bulletin is distributed without charge
to member banks of the system and to the officers and directors
of Federal Reserve Banks. In sending the Bulletin to others the
Board feels that a subscription should be required. It has
accordingly fixed a subscription price of $2 per annum. Single
copies will be sold at 20 cents. Foreign postage should be added
when it will be required. Remittances should be made to the
Federal Reserve Board. Member banks desiring to have the
Bulletin supplied to their officers and directors may have it sent
to not less than ten names at a subscription price of $1 per annum.

No complete sets of the Bulletin for 1915 or 1916 are
available. Bound copies of the Bulletin for 1917 may be had at
$5 per copy.
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STATEMENT OF THE PRESIDENT ON THE NEED OF THRIFT AND THE PURCHASE
OF SECURITIES.

This war is one of nations—not of armies—and all of our 100,000,000 people must be
economically and industrially adjusted to war conditions if this Nation is to play its full part
in the conflict. The problem before us is not primarily a financial problem, but rather a problem
of increased production of war essentials and the saving of the materials and the labor neces-
sary for the support and equipment of our Army and Navy. Thoughtless expenditure of
money for nonessentials uses up the labor of men, the products of the farm, mines, and factories,
and overburdens transportation, all of which must be used to the utmost and at their best for
war purposes.

The great results which we seek can be obtained only by the participation of every mem-
ber of the Nation, young and old, in a national concerted thrift movement. I therefore urge
that our people everywhere pledge themselves, as suggested by the Secretary of the Treasury, to
the practice of thrift; to serve the Government to their utmost in increasing production in all
fields necessary to the winning of the war; to conserve food and fuel and useful materials of
every kind; to devote their labor only to the most necessary tasks, and to buy only those things
which are essential to individual health and efficiency; and that the people, as evidence of their
loyalty, invest all that they can save in Liberty bonds and war-savings stamps. The securities
issued by the {Treasury Department are so many of them within the reach of everyone that
the door of opportunity in this matter is wide open to all of us. To practice thrift in peace
times is a virtue and brings great benefit to the individual at all times; with the desperate
need of the civilized world to-day for materials and labor with which to end the war, the practice
of individual thrift is a patriotic duty and a necessity.

I appeal to all who now own either Liberty bonds or war-savings stamps to continue to
practice economy and thrift and to appeal to all who do not own Government securities to do
likewise and purchase them to the extent of their means. The man who buys Government
securities transfers the purchasing power of his money to the United States Government until
after this war, and to that same degree does not buy in competition with the Government.

I earnestly appeal to every man, woman, and child to pledge themselves on or before
the 28th of June to save constantly and to buy as regularly as possible the securities of the Gov-
ernment, and to do this as far as possible through membership in war-savings societies. The
28th of June ends this special period of enlistment in the great volunteer army of production
and saving here at home. May there be none unenlisted on that day.

(Signed) Wooprow WILSON.

May 29, 1918.
483
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REVIEW OF THE MONTH. Todoral o ‘
serve Bank. First loan. | Second loan.| Third loan. Total.
Final figures for subscriptions to the third :
Success of the LiPerty loan show an aggregate | Restop ... 3208 805,00 | S0 TLb 000 | 8324, 850,250 81007, i3
third Liberty loan. of $4,170,019,650, ] ﬂ.le total gll.:alx]r%dla% 0 o900 4031%3%000 S08558:500 1,016, {;gg 200
number of subscriptions, as | Richmond...| 850600 1225000 155,006,000 | 437 L2050
already announced, being not far from 17,000,- | G B+ *gasoes | o0t oo | Sowomvav | st i
000. This satisfactory result was achieved not- | Mimeapali.| S7001 1oL 70| 1s0uh 0| 200800
withstanding the fact that the country will | Dullas ...\ $8.88.00\ 1bo7.0| 1o sas200) 2260220
have had to meet, since the second Liberty Total.....|2,000,000,000 {3,808, 766,000 |4, 170,019, 650 |9,978, 785, 650
loan and to and including the month of June,

income and excess-profits taxes to an esti-
mated amount of approximately $3,000,000,-
000, making a total to accrue to the Treasury,
from such taxes and from the third Liberty
loan, of approximately $7,000,000,000. In
the first campaign, conducted one year ago,
bonds were sold to approximately 4,500,000
people; the second Liberty loan was taken
by about 9,500,000 people; and these fig-
ures are now again increased to 17,000,000.
Detailed returns showing the actual subscrip-
tions and the percentage of the quota assigned
to each district, that has been taken therein,
are as follows:

. : Quota in e Percentage
District. millions. Subseriptions., of quota,

Minneapolis.oooveeeeneaannnn 105 $180, 826, 350 172
Kansas City....... c- 130 202,301, 050 156
St. Louis. ... ... 130 199,085,900 153
Atlanta...... 90 136, 653,350 151
Phﬂadelphia 250 361,963, 500 144
Dallas. . 115,395, 200 144
Chicago.. 425 608, 878, 600 143
Richmond . 130 185,966, 950 143
Boston......... P 250 354, 537,250 142
San Franeisco. . .- 210 286 547 450 136
Cleveland....... 300 401 988 200 135
New YOTK.eenueemmnnaannnnnns 900 | 1,114,930, 700 124
United States Treasury.c....foeveeeneann. 17,915,150 {..oonnnenne.
Total.ooeieeiieinnnnas 3,000 | 4,170,010,650 {........_...

The foregoing figures are subject to slight
modifications upon receipt of final audited
figures from the several districts. Any such
adjustments will not materially affect the
total.

The following figures, also, are interesting as
showing the distribution of final allotments by
districts, during the three loans, viz:
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What is perhaps even more encouraging
than the wide distribution and
heavy oversubscription shown
by the returns of the third
Liberty loan is the fact that there has been,
so far as present indications go, gratifyingly
little use of bank accommodations in the
taking of the bonds. Of the entire amount of
subscription received, it is estimated that
more than 80 per cent is already fully paid.
Returns from Federal Reserve Banks em-
bodied in the weekly statement of the Federal
Reserve Board bear out the belief that the
recourse to the Reserve Banks in connection
with the placing of the third Liberty loan has
thus far been comparatively slight. Detailed
statistics are not yet available to show the
amount of bonds that isbeing carried through the
aid of advances from the banks, but informal
reports from the various Federal Reserve dis-
tricts indicate that the reliance upon the Fed-
eral Reserve Banks for rediscounts intended
to earry Government bonds is smaller than has
been supposed and that the various member
banks have not been called upon unduly to as-
sist individual subscribers. Taken in conjunc-
tion with general and apparently well-founded
reports to the effect that the process of pay-
ing income and excess-profits taxes will involve
much less inconvenience than had been sup-
posed, the bank situation as respects the third
Liberty loan is encouraging. There may easily
beanincrease in the applications for rediscounts,
protected by Government obligations, in some
Federal Reserve districts, as the pressure upon

The banks and
the loan,
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the several banks for loan funds increases with
the advance of the season. This indeed is
already predicted by some careful observers
in the several localities. There seems, how-
ever, to be little ground for thinking that such
applications will be unduly heavy. The whole
experience is expected to demonstrate that
the process of selling the certificates will have
operated to bring in these large sums with a
minimum of inconvenience. The certificates
have been very widely distributed among the
larger taxpayers. The prosperous condition of
business in general and the high returns ob-
tained by producers in practically every line of
business have enabled the small taxpayers, in
a very large percentage of cases, to provide for
the payment of their taxes even at this early
date, while the larger taxpayers, as already sug-
gested, will be materially assisted by the use
of the certificates which they have acquired.
The outcome of the Treasury operations de-
Use of certifi- Signed to anticipate the pro-
cates of indebted- ceeds of the third Liberty loan
ness. through the issue of certificates
of indebtedness has already been described in
the issue of the FEpERAL RESERVE BULLETIN
for May 1. As there set forth, the total amount
of certificates already issued and not liquidated
aggregated about $2,610,000,000. This left, of
the proceeds of the third Liberty loan, $1,560,-
000,000 available for current uses. Since that
date the two issues of certificates of indebted-
ness maturing on May 9 and 28, amounting to
$500,000,000 each; have been redeemed. On
the other hand, the Treasury has placed during
the month $183,767,000 of tax certificates, the
issue being closed on May 31. Balances
on hand in the several TFederal Reserve
Banks and in special depositaries, as of May
24, amounted to $1,486,000,000. Inasmuch as
the current expenditures of the Government
of the United States, as shown by Treasury re-
turns, are now running at the rate of $1,500,-
000,000 per month, a resumption of the issue
of certificates of indebtedness in the com-
paratively near future may naturally be ex-
pected. Experience is again showing the
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desirability of this method of anticipating the
proceeds of loans, and suggests that when care-
fully employed it has the effect of producing a
steady flow of available free funds into the
hands of the Government, there to be as
steadily used and disbursed for current ex-
penses on account of salaries and commodities.
Of the old issues of certificates there still re-
main (on May 31) to be liquidated $1,624,-
000,000, while of the proceeds of income and
excess-profits taxes available during June and
estimated at $3,000,000,000 to $4,000,000,000,
there have been already paid, through the pur-
chase of the so-called tax certificates issued
in . anticipation of revenues, approximately
$1,500,000,000.
More and more as the Government’s financing
proceeds, it becomes evident
sagg‘l;q““ﬁ‘m of that success will be best if not
only secured through the devel-
opment of a systematic policy of saving in con-
sumption accompanied by the curtailment of
credit to the less essential industries. The
Board has, by every means in its power, en-
deavored toimpress upon Federal Reserve Banks
and, through them, upon member banks of the
system, the desirability of endeavoring, by every
conservative and legitimate means, to bring
about the reduction of borrowing and of capital
investment for businesses which, while entirely
desirable and perhaps even beneficial in them-
selves, are not necessarily connected with or
conducive to the success of the war. The mat-
ter was thoroughly discussed at the meeting of
the Federal Advisory Council on May 20 and
21, and the Board was then advised that de-
cided progress is being made in a number of
districts. In other districts there is a less-
marked appreciation of the necessity of coopera-
tion. The belief that business may go on as
usual still maintains its hold upon many
minds, with the result that some estabiishments
are still endeavoring, in not a few parts of the
country, to maintain the volume of their sales
and to encourage lavish buying on the part of
their customers. Manufacturers in many lines
are, however, exhibiting an appreciation of the
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real necessities of the case and are seeking in
numerous instances to convert their plants—
at least in part—to the production of articles
of an unmistakably essential character, cur-
tailing the output of the luxury trades, while
abandoning certain lines altogether. It would
now seem that some of the principal obstacles
to progress in this important movement are
found in the disposition of some, who are em-
ployed at higher wages than ever before, to
maintain or even to enlarge purchases of lux-
uries as well as of necessaries.
The President, in his statement with refer-
_ ence to thrift, printed on the
indvi‘;gi neapier ' first page of the present num-
ber, has expressed in unmistak-
able terms the necessity of saving as a means
of advancing our war objects. The fundamen-
tal basis of the theory which underlies the
doctrine of thrift is being better and better
understood by the public. Some phases of the
situation, however, are still subjects of discus-
sion or not generally admitted. It should be
evident, however, that the needs of the Gov-
ernment are reducible to a requirement for
present services and commodities, and that it
can obtain these only in so far as a surplus of
both is produced over and above the amount
consumed or required for other purposes.
Wide distribution of the third Liberty loan,
attained with only a moderate recourse to bank
credit, shows that a large proportion of the
population is actually cooperating in the task
of paying the cost of the war out of current
earnings and savings by reducing its consump-
tion of dispensable goods. The requirements
of the Government are, however, steadily on the
increase, as shown by the fact that estimated
expenditures for the coming fiscal year 1918-19
are now about $24,000,000,000. There is no
sound basis for the belief that it is possible
to obtain these needed funds through loans
placed with banks or through taxation of a
character that would result in compelling tax-
payers to rely upon banks for the means with
which to meet their dues to the Government
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without producing undesirable consequences.
Creation of additional bank credit, for the pur-
pose of buying bonds or paying taxes by ob-
taining bank accommodations rather than by
saving, results only in a technical increase of
purchasing power, since it is not based upon
a commensurate increase in the production of
goods—in other words, is not offset by genuine
savings. The consequence of making such
additions to bank credits is necessarily an in
creased tendency toward thebidding up of prices,
and results in the menace called ‘“‘inflation.”
Whenever the volume of current purchasing
power, in terms of money,
» whether in the form of actual
currency or in the form of
credit, grows or is increased faster than the
volume of current and available goods, the re-
sulting situation may be ascribed to the excess
of currency or credit, or both, above normal re-
quirements, or, more briefly, to the distention
of currency and credit. This alteration of the
proportion between existing goods and pur-
chasing power eventually results in increase of
prices, not necessarily in the exact degree in
which the volume of purchasing power has been
increased but in the degree in which it is
actively used to effect the purchase and trans-
fer of goods. When loans are made by
banks upon the security of bonds or other
claims to the product of future industry
or its share in fixed capital, the tendency
is to advance prices. Kunds obtained by
the Government, in the form of such credits,
result therefore in the bidding up of the
prices of commodities, especially of those
for which the Government has most need.
Such advance in prices, in so far as relates to the
necessaries of life, almost unavoidably leads to
an advance in wages, and when such advances
in wages are again used in enlarging consump-
tion, the tendency toward price advances is
still further aggravated. Saving, on the other
hand, results in placing at the disposal of the
Government, either directly or indirectly, the
surplus of goods produced over goods con-
sumed and enables the Government to provide

Prices, credit
and currency.
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itself with the articles it requires without dis-
turbing the basis of prices.

The necessity of a well-distributed system
of taxation, both as a method of obtaining
additional revenues and as a measure of pre-
venting inflation and avoiding waste, was set
forth by the President in an address to Con-
gress on May 27, from which is here quoted
the following paragraph:

Additional revenues must manifestly be provided for.
It would be a most unsound policy to raise too large a pro-
portion of them by loans, and it is evident that the four
billions now provided for by taxation will not of themselves
sustain the greatly enlarged budget to which we must
immediately look forward. We can not in fairness wait
until the end of the fiscal year is at hand to apprise our
people of the taxes they must pay on their earnings of the
present calendar year, whose accountings and expenditures
will then be closed. We can not get increased taxes un-
less the country knows what they are to be and practices
the necessary economy to make them available. * * *
Enormous loans freely spent in the stimulation of industry
of almost every sort produce inflations and extravagances
which presently make the whole economic structure ques-
tionable and insecure and the very basis of credit is cut
away. Only fair, equitably distributed taxation of the
widest incidence and drawn chiefly from the sources
which would be likely to demoralize credit by their very
abundance can prevent inflation and keep our industrial
system free of speculation and waste. We shall naturally
turn, therefore, I suppose, to war profits and incomes and
luxuries for the additional taxes.

During May important changes in rates of
discount occurred at two banks
only—Kansas City and Rich-
mond—the general rate sched-
ule determined upon during April continuing
in effect at all others. The question of rates
of discount is of primary importance at the
present time, but market conditions are anom-
alous owing to the fact that all changes must be
made, upon full consideration of the necessity
of facilitating Government financing, so that it
is not possible to regulate rates upon a strictly
commercial basis. The advances in rates at
Kansas City and Richmond were made upon
the request of the Federal Reserve Banks of
those cities, because of the heavy volume of pa-
per which was steadily offering itself for redis-
count at those points. It was the belief of the

Board that the applications should be granted
62161—18—2

Rates of dis-
count.
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as a caution to member banks, even though the
volume of applications for rediscount might not
be very materially reduced as far as dependent
merely upon seasonal needs and requirements.
Under the Federal Reserve system, as has been
previously explained, it is the Board’s policy to
make, so far as practicable, an adjustment of
paper among Federal Reserve Banks such as
will bring about a relatively uniform reserve
condition at all Federal Reserve Banks. The
tendency of so doing is to promote greater
equalization among the banking reserves of the
several Federal Reserve districts. The suc-
cess of this policy, however, is based upon the
adoption of similar standards of rediscounting
in each Federal Reserve district, and upon the
regulation of rediscount applications in such a
way as to prevent applicants in any one dis-
trict from gaining the advantage of those else-
where located by reason of access to an undue
share of reserve funds. The Federal Reserve
system necessarily counts largely upon the co-
operation of its member banks to keep redis-
count obligations to the minimum that will
enable such banks to comply with their ordi-
nary requirements. The raising of rates at
Kansas City and Richmond served the purpose
of giving notice to the members of this need for
cooperation but did not prevent them from
getting assistance whenever their condition or
legitimate demands called for it.

Material progress has been made, since the
adoption of the act providing
for the breaking up of the silver
dollars held behind silver cer-
tificates, in carrying out the operations therein
authorized. With a view to being ready for
any eventuality growing out of these transac-
tions, orders have been placed for the printing
of Federal Reserve bank notes in the $1 denomi-
nation in the amount of $200,000,000 and in
the $2 denomination in the amount of $50,000,-
000. The designs for these notes have been
approved and the making of the plates has
been practically completed, so that it may be
expected that a full supply of $1 and $2 bank
notes will soon be available to make good
any deficiency that may result from the retire-

Silver situa-

tion.
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ment of the old silver certificates. These notes
have been allotted to the several Federal Re-
serve Banks upon a pro rata basis previously
determined with respect to the printing of notes
of the $5 denomination. In order further to
facilitate the process of withdrawing silver cer-
tificates from circulation, the Board moreover
suggested to the Federal Reserve Banks the
sending out of a letter to member banks, asking
that they cooperate with the Government by
turning in their present supply of $5 silver cer-
tificates and suggesting that at a later time,
when the new $1 and $2 notes arc available, a
similar request would be made with respect to
silver certificates of these lower face values.
Cooperating still further with the efforts of the
Treasury Department in’this matter, the Gold
Export Committee of the Federal Reserve
Board has, moreover, endeavored to induce
applicants for permission to carry paper cur-
rency out of the country to take United States
notes of the $1 and $2 denominations, whenever
possible, rather than silver certificatces, thereby
retaining as many of the latter within reach as

conditions would permit.
For the four weeks ending May 17 the net
outward gold movement totaled

goﬁi‘“’eme“t of $509,000, as compared with
$987,000 for the preceding five
weeks. Gold imports for the four weeks

totaling $2,213,000 came largely from Canada,
Mexico, and Colombia, while gold exports
totaling $2,722,000 were consigned chiefly to
Mexico, Venezuela, and Canada.

The gain in the country’s stock of gold since
August 1, 1914, was $1,046,623,000, as may
be seen from the following exhibit:

{000 omitted.}

]

! Excess of

: w imports

i Imports. | Exports. over

i exports.
Aug. 1to Dec. 31,1934, ............ $23,253 | 8104,972 1881,719
Jan.1to Dec. 31,1015 ... .. ........0 451,955 31,426 420,529
Jan, 1 to Dec. 31, 1916 685,745 1 155,793 529,952
Jan. 1 to Dec. 31, 1917 553,713 | 372,171 181, 542
Tan. 1 to May 17, 1918................0 12,774 16, 407 13,633

LT T i 1,727,440 | 680,769 | 1,045,671
i ;

1 Excess of exports over mmports,
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During the four weeks between April 26 and

Operations of May 24 operations of the Fed-
the Reserve eral Reserve Banks continued
Banks. practically on an even scale,
the total earning assets on the last named date
1,277.2 millions being slightly below the cor-
responding total of 1,286.2 millions shown for
the initial date.

On May 10, the Friday following the con-
summation of the third Liberty loan, total
investments reached the record total of 1,373.8
millions, nearly 45 per cent of which was com-
posed of war loan paper, i. e., paper directly
traceable to war loan financing operations and
comprising member banks’ collateral notes
and customers’ paper, supported by United
States war bonds or certificates of indebtedness.

Total discounts on hand rose from 901.7
millions on April 26 to 939 millions on May 10,
and stood at 923.3 millions two weeks later.
Practically the same development is shown by
the New York Reserve Bank, which reports
an increase in the holdings of discounted bills
from 434.3 millions on April 26 to 450 mil-
lions on May 10 and a slight decrease to 442.2
millions on May 24. The largest relative in-
creases in discount operations during the
month are shown for the Minneapolis and
Kansas City banks, the former increasing its
holdings of discounted paper from 14.6 to 24
millions and the latter from 43.9 millions to
71.6 millions. War loan paper, as defined
above, constituted about 65 per cent of the
total discounts held on May 24, as against over
70 per cent on April 26. At the New York
bank this proportion was considerably higher,
ranging between 83 per cent on May 10 and
87 per cent on April 26.

Total acceptances on hand likewise show a
slight though continuous decrease, all the
banks except those at Boston and New York
reporting reductions in the amounts of pur-
chased paper held, thus causing a further con-
centration of this class of paper at the New

' York bank from about 40 per cent on April
| 26 to nearly 50 per cent on May 24.

But little change is shown in the total of
United States bonds held by the banks, while
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the banks’ holdings of United States notes
and certificates show a reduction from 37.4 to
32.5 millions.

During the period under review the banks’
gold reserves increased from 1,827 to 1,898
millions while their net deposits, following
practically the same course as the banks’ total
investments, show about the same figures for
the beginning and end of the four-week period,
viz, 1,556.3 and 1,557.6 millions. Federal Re-
serve notes in circulation increased from 1,526.2
to 1,578.6 millions, or by 18.6 millions less
than the banks’ gold reserves. The result is
seen in the rise of the ratio of total reserves to
aggregate net deposit and Federal Reserve
note liabilities from 61.3 to 62.4 per cent.

In the following table are shown the changes
between April 26 and May 24, 1918, in the
totals of discounted and purchased bills held
by each of the Federal Reserve Banks, also
changes between the two dates in the total
holdings of other classes of investments:

{In thousands of dollars; i. e., 600 omitted.)

e Bank, / 9 1. Net | Net
Federal Reserve Bank. | Apr. 26. May 24. increase. | decrease.
Boston. ...ooovenieannn. 70,913
New York......... . 555,283
Philadelphia.... 61,654
Cleveland....... 78,840
Richmond... 52, 510
Atlanta. .. 29, 403
Chicago... 136, 555
St. Louis.. 55,037
Minneapotis. . 26,137 , 659
Kansas City. ... 31,044 , .
Dallas.......... 30,722 28,030 ... ... 792
San Francisco. .. 56,489 60, 563 4,074 looeoinoun.
Total......o....... 1,204,587 | 1,201,520 j..........} 3,067
United States long-term !
securities....... ... ... 41,446 42,067 621 ...
United States short-term ,
securities............... 37,407 32,476 |..ooio..t i , 031
Other earning assets. . ... 2,722 170 1:1 B PR 1,571
Potal investments
eld. . ... 1,286,162 | 1,277,214 j.......... 1 8,948

tion as to the part taken by the
banks of the country in the
financing of the Government’s
more recent loan operations,
culminating in the third Liberty loan, is af-
forded by the reports from member banks in
about 100 leading cities showing their principal
assets and liabilities each week between April
19 and May 17.

Some indica

Condition of
member banks.
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Considerable changes are shown in the hold-
ings of United States bonds (other than circula-
tion bonds) and of certificates of indebtedness,
the former showing an increase of 294.4 millions
and the latter a decrease of 344.6 millions.
Circulation bonds show a decrease of about 1
million, while total United States security
holdings declined from 2,106.8 to 2,055.5 mil-
lions. As against this decrease the banks
report an increase of their loans secured by
United States war bonds and certificates of
indebtedness from 320.2 to 501.6 millions.

Corresponding figures for 120 banks in the
three central reserve cities indicate practically
no change in their holdings of circulation bonds,
a net increase of 164.2 millions in other United
States bonds, mainly Liberty bonds, net liqui-
dation of 216.9 millions of certificates of in-
debtedness and an increase of 124.1 millions in
loans secured by United States war obligations.
For the member banks in Greater New York
increases of 120.4 millions in the holdings of
Liberty bonds and of 121.7 millions in loans
supported by United States war securities are
shown, as against a reduction of over 187 mil-
lions in Treasury certificates of indebtedness.

Aggregate holdings of United States securi-
ties (exclusive of circulation bonds) and loans
supported by such securities show an increase
for the four weeks from 2,159.1 to 2,290.3
millions. During the same period member
banks in Greater New York show an increase
of these items from 1,269.9 to 1,324.9 millions.
If it is remembered that the figures of reserve
carried by reporting banks constitute about

178 per cent of the total members’ reserve

deposits shown by the Federal Heserve Banks
for corresponding dates, some idea may be
had of the amount of war securities and war
paper held at present by the banks of the
country and the relative share of the New
York banks in the total holdings.

Total loans and investments of reporting
banks, exclusive of permanent investments,
show an increase from 12,412.7 to 12,608.7
millions, while the share of war securities and
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loans supported by such securities in the total
just given rose from 17.4 to 18.2 per cent. For
the Greater New York banks total loans and
investments show an increase from 4,979 to
5,048.7 millions, while the proportion of war
securities and war paper to total investments
of these banks rose from 25.5 to 26.2 per cent.

Immediately following the close of the third
Liberty loan a considerable decline in net
demand deposits is noted, the May 17 total,
8,922.6 millions, being 324.9 millions below
the corresponding April 19 total. For the
Greater New York banks the decrease was
118.2 millions and for the member banks in all
three central reserve cities, 173.1 millions.
Time deposits of all reporting banks show but

a slight decline, from 1,397.5 to 1,386.7 mil-
lions, the corresponding decrease for central re-

serve city banks being from 444.3 to 412.4 mil-
lions. On the other hand, Government deposits
at all reporting banks rose from 633.6 to 1,284.1
millions, at central reserve city banks, from
386.4 to 744.1 millions, and at the New York
banks alone, from 329.9 to 593.7 millions.
Reserves of all reporting banks (all with
the Iederal Reserve Banks) declined from
1,167.2 to 1,148.1 millions, while cash in vault
gained slightly from 370.4 to 373.1 millions.
For all reporting banks the ratio of com-
bined vault cash and reserve to total, including
Government deposits, works out at 13.6 per
cent on April 19, compared with 13.5 per cent
for May 17. For the central reserve city
banks this ratio shows a decline from 14.8 to
14.2 per cent. Excess reserves, in the calcula-
tion of which no account is taken of Govern-
ment deposits, stood at 61.6 millions on
April 19 and after some fluctuations reached
a total of 161.5 millions on May 10, when total

investments as well as reserves were at their -

highest. At the end of the following week, as
the result mainly of reductions in reserves and
cash in vault, excess reserves fell off to 88.3
millions. For the central reserve city banks
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similar fluctuations are noted, the maximum
of 109.5 millions on May 10 being followed by
& decline to 49.2 millions on May 17.

On May 20-21 occurred the regular quarterly
meeting of the Federal Advi-
sory Council, all members being
present with the exception of
Mr. Norwood, the representative of the fifth
district. Two joint sessions were held with the
Federal Reserve Board and much attention was
given to a discussion of the question of the re-
striction of the less essential credits and the
problem of rediscount rates, as well as of general
borrowing and financial conditions in the sev-
eral districts. The Federal Advisory Council
also held a joint session with the directors of
the new War Finance Corporation. There was
agreement throughout these sessions that,
while a condition of general activity and full
employment existed throughout the country,
it would be necessary to press the campaign for
restriction of credit and for individual saving to
the utmost. The banking situation was pro-
nounced entirely sound, due largely to the
hearty response, on the part of the public, to
the demands for general absorption of Liberty
loan obligations by private purchasers with as
little aid from the banks as practicable. An
especially interesting feature of the discussion
was the review of legislation on banking now
pending in both Houses of Congress. The
Council expressed the opinion that there was no
occasion for the adoption of the proposed meas-
ure relating to the guaranty of bank deposits.
The Board adheres to the view expressed by
it in the past that needed relief against the
hardships, which depositors of failed banks now
suffer, would be adequately provided if a fund
were established to secure the prompt and effec-
itive liquidation of the sound assets of failed
iibanks. Such a fund would enable the deposi-
tors of failed banks to receive without delay a
;‘,gcash distribution for a substantial proportion
s{‘f their claims, pending final liquidation.

Meeting of Ad-
visory Council.
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Indexes of Business Conditions.

Rapid changes are now going on in every
department of industry in consequence of the
reorganization necessary for war and in prepa-
ration for future development of trade. Many
of these bid fair to continue after the close of
the war itself. Thereis thus an increasing need
for the development of some method of meas-
uring in an authoritative way changes in busi-
ness conditions, movements of prices, and other
alterations in the commercial outlook occurring
from time to time, especially in their relation to
banking and credit. The Federal Reserve
Board, therefore, has in contemplation plans for
the extension of its statistical and reporting
service, with a view of establishing a series of
indexes of industrial, business, and financial
conditions. It is desired that these indexes be
asnearly scientific and authoritative as they can
bemade. The Board will endeavor to expand
and coordinate the statistical service of the
several Federal Reserve Banks in accordance
with a general plan on some common basis de-
signed to adapt itself to the special conditions
obtaining in each of the several districts. This
general statistical or reporting service will be
under the direction of the Board in order that
uniformity and harmony of results may be ob-
tained. Further details of the plan will be an-
nounced at an early date.

Class C Director Named for Richmond Bank.

The Federal Reserve Board on May 24
elected Howard Bruce, of Baltimore, as a class
C director of the Federal Reserve Bank of
Richmond. Mr. Bruce succeeds Mr. Gouver-
neur, of North Carolina, resigned.

Mr. Bruce is a native Virginian, a graduate of
the Virginia Military Institute. For the past
16 years he has been connected with the
Bartlett-Haward Co., of Baltimore, probably
the largest employers of labor in Baltimore,
and is now president and principal owner of
that company. In the third Liberty campaign
every employee of this company, numbering
over 12,000, were buyers of Liberty bonds.
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Meeting of Advisory Council.

The usual quarterly meeting of the Federal
Advisory Council was held in Washington on
May 20 and 21. A series of topics relating to
existing financial and banking conditions was
taken up for consideration and, after discus-
sion, opinions were expressed by the Council
and formerly reported to the Board. The
topics discussed and the conclusions arraived
at were as follows, viz:

Topic No. 1.—Curtailment of unnecessary credits.

Recommendation: The Federal Advisory Council con-
curs in the principle laid down and the recommendations
made by the Federal Reserve Board in regard to the con-
servation of credits, and we urge upon the bankers of the
country the great importance of their hearty cooperation
in the adoption of the policy as outlined by the Federal
Reserve Board in its April Bulletin.

Topic No. 2.—The proper means of extending banking
operations in foreign countries. This should involve a
discussion of foreign branches of national banks having a
million dollars or more of capital and surplus, and banks
organized to do a foreign banking business in which
national banks are stockholders to an amount not exceeding
10 per cent of their capital and surplus.

Recommendations: The Council believes that member
banks and banks authorized to do a foreign business in
which member banks are stockholders should be encour-
aged to take care of the foreign business of the country
during the continuance of the war.

The Council reaffirms its statement made on February
19, 1917, as follows: ““The Council recommends that the
foreign business of the Federal Reserve Banks should for
the present be conducted through correspondents, and
that neither agencies nor branches should be established
in foreign countries by any Federal Reserve Bank until
world conditions are more settled and until the efficiency
of the service rendered by correspondents be thoroughly
tested.”

Topic No. 3.—Foreign agencies of Federal Reserve
Banks and the proposition to establish a Government for-
eign exchange bank., On this subject an interesting
report has been submitted by a committee of the Chamber
of Commerce of the United States, of which I presume you
have a copy.

Recommendation: The Council is of the opinion that it
would be unwise under present conditions to establish a
Government foreign exchange bank or for the Federal
Reserve Board to undertake to regulate foreign exchange
operations further than it is now doing in connection with
the Treasury Department. We unanimously indorse the
recommendations of the Federal Reserve Board that Fed-
eral charters be granted to banks which are now engaged



Digitized for FRASER

492

FEDERAL RESERVE BULLETIN.

JuNm 1, 1918,

in foreign banking business the stock of which is owned
by member banks.

‘opic No. 4.—Senate bill No. 4426 which the Board
understands has been favorably reported by the Senate
Committee on Banking and Currency.

Recommmendation: We are opposed to the guaranty of
bank deposits in any form, believing it to be wrong in
principle. Inasmuch as the official report of the Comp-
troller of the'Currency shows the loss to depositors in failed
national banks to be less than three one-thousandths of 1
per cent during the last three years and with the Govern-
ment offering thie highest possible security to induce the
use of hoarded funds the necessity of such legislation is
not apparent. The Council reaffirms its declaration of
April 18, which said: “A plan might, however, be devised
by the Federal Reserve Board which would provide for
prompt relief to be given depositors of failed member
banks.”

(Passed with one dissenting vote.)

Topic No. 5.—Bankers’ acceptances.

Recommendation: This Council is of opinion that the
use of bankers’ acceptances should be encouraged and
developed as it will be of great service to the country in
mesting its necessary financial requirements, particularly
during the period of the war. In order to accomplish this
legislation mayv be necessary granting the banks greater
accepting power. Every effort should be made to en-
courage and develop a broad open discount market for
these acceptances.

Topic No. 6.—Discount rates.

Recommendation: It is the opinion of the Council that
in view of the large payments for taxes and Government
bonds which wiil be made shortly it is undesirable at this
time to change the discount rates at the Federal Reserve
Banks.

Acceptances to 100 Per Cent.

Since the issue of the May BuLLETIN the
following banks have been authorized to accept
drafts and bills of exchange up to 100 per cent
of their capital and surplus:

Tirst National Bank, Terrell, Tex.

Beacon Trust Co., Boston, Mass.
Hamilton National Bank, Chattanooga, Tenn.

Fiduciary Powers.

The applications of the following banks for
permission to act under section 11-(k) of the
Federal Reserve Act have been approved since
the issue of the May BuLLETIN:
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Districr No. 1.

Trustee, executor, administrator, and registrar of stocks
and bonds:
Blackstone National Bank, Uxbridge, Mass.

Districr No. 3.

Trustee, executor, and administrator:
Atglen National Bank, Atglen, Pa.
Trustee, executor, administrator, and registrar of stocks
and bonds: .
South Bethlehem National Bank, South Bethlehem,
Ta.
Disrricr No. 4.
Registrar of stocks and bonds:
Northern National Bank, Toledo, Ohio.

Districr No. 5.

Trustee, executor, and adminigtrator:
TFirst National Bank, Harrisonburg, Va.

Distrrct No. 7.

Trustee, executor, administrator, and registrar of stocks
and bonds:
Farmers National Bank, Edinburg, Ind.
First National Exchange Bank, Port Huron, Mich.

District No. 8.

Trustee, executor, and administrator:
First National Bank, Paducah, Ky.

Districr No. 9.

Trustee, executor, and administrator:
First National Bank, Forman, N. Dak.

District No. 10.

Trustee, executor, administrator, and registrar of stocks
and bonds:
Stock Growers National Bank, Cheyenne, Wyo.

Progress in Reliring Silver Certificates.

Since the adoption of the act of April 23,
authorizing the retirement of silver certificates
and the breaking up of silver dollars held be-
hind them in order to supply bullion for ex-
port, the authorities of the Treasury Depart-
ment have been making steady progress in the
application of the law. In this the Federal
Reserve Board has cooperated. Two prob-
lems require solution; first, the actual retire-
ment of the silver certificates themselves, and
second, the preparation and issuance of Fed-
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eral Reserve bank notes to take their place.
In connection with the issuance of Federal
Reserve bank notes it was necessary to pre-
pare new plates and to determine upon the dis-
tribution of the issues upon some pro rata basis
between Federal Reserve Banks. It was de-
cided to apportion the notes among the banks
upon the same basis as Federal Reserve notes
and to enlist the assistance of Federal Reserve
and member banks in undertaking the with-
drawal of silver certificates, first in the higher
denominations and later when the new bills had
been prepared in the denominations of one
and two dollars.

The following letter, transmitted by Gov.
Harding to Federal Reserve Banks on May
24, furnished instructions regarding the first
steps in the operation of retiring the old notes
and substituting the new ones in their place:

May 24, 1918,

Drar Sie: For your information there is inclosed a copy
of a statement issued by the Division of Loans and Cur-
rency of the Treasury, showing silver certificates with-
drawn from circulation and canceled, and silver dollars
melted or broken up during the week ended May 17.
You will notice that as a result of these operations the
cirenlating medium has been decreased by $37,881,374.

In order to avoid any shortage in small bills. the Board
is of the opinion that Federal Reserve Banks should, act-
ing together as a system, replace withdrawals of silver
dollars and silver certificates by the issue of Federal Re-
serve bank notes. It is the intention of the Board to keep
the Federal Reserve Banks informed each week of the
amount of silver and silver certificates withdrawn and to
allot to each Federal Reserve Bank its proper proportion
of Federal Reserve bank notes as nearly as possible on the
basis of distribution outlined in its letter of April 29th,
X017,

It is desirable that Federal Reserve Banks should get
their Federal Reserve bank notes as received into cir-
culation before issuing additional Federal Heserve notes.
Tor the present it will not be possible, however, to adhere
strictly to the basis of distribution outlined in the letter
of April 29, because the amount of Federal Reserve bank
notes available in the various districts is not uniform, and
three of the Federal Reserve Banks have no bank notes
available at all. A statement is inclosed showing the
amount of Federal Reserve bank notes available for each
bank on May 20.

It has been deemed advisable that Federal Reserve
Banks should first deposit their one-year 3 per cent notes
as security for their Federal Reserve bank notes and that
they give power of aitorney to the Federal Reserve Board
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to request the Secretary of the Treasury from time to time
to deposit with the Treasurer of the United States, through
the Comptroller of the Currency for account of the respec-
tive banks, such amounts of United States certificates of
indebtedness as may be necessary to secure, after all the
one-year 3 per cent notes have been deposited, the Federal
Reserve bank notes which will be issued in substitution
for silver certificates withdrawn. The Treasurer of the
United States can thereupon charge the account of each
Federal Reserve Bank, as a deposit in his general account,
with the amount of the purchase price of the certificates,

In order to carry out this plan the Board requests the
Federal Reserve Banks to call for Federal ileserve bank
notes in the amounts indicated below and to deposit as
security with the Comptroller of the Currency an equiv-
alent amount in one-year 3 per cent Treasury notes:

Philadelphia.......o.o..o..o....L.0 $1, 000, 000
Cleveland...covcoeeencaneenneanna.. 2, 660, 000
Richmond...ceiainniecinaeanana. 1, 000, 000
Atlanta. ..o 1,141,000
ChiCag0.a e e ee e ceeamnciieaaaaaann 2, 962, 000
Minneapolis........ooiieiia il 880, 000
Kansas City....ocoooeieeniniaann. 1, 374, 000
Dallag.cceeomimeeinennaeaaaa. 1,307,000
San FrancisCo.....ocveimeceuanaannn 1, 500, 000

As soon as Federal Reserve bank notes for all of the
banks are available the Board will make the proper adjust-
ment between the banks,

Following is a typical letter that is being
sent to member banks by Federal Reserve
Banks:

To the cashier of the bank addressed:

Drar Srr: For the purpose of conserving the Nation’s
gold supply, permitting the settlement in silver, where
practicable, of adverse trade balances, providing silver
for subsidiary coinage and commercial use, and assisting
Allied Governments in the waragainst Germany, Congress
has recently authorized $350,000,000 of the silver dollars
held in the United States Treasury to be broken up and
sold as bullion, As most of the silver thus held is repre-
sented by silver certificates in circulation, it can only be
obtained by the return of silver certificates to the Treasury
for cancellation.

The withdrawal of silver certificates from circulation is
not intended to be permanent, as the act provides that
the Director of the Mint, as soon as practicable after a
sale of silver bullion has been made, shall purchase a like
quantity of silver to take the place of the bullion sold.
To provide temporarily the necessary circulating medium
during the interim between the withdrawal of the silver
certificates and their subsequent reissue when the silver
supply has been replenished by purchases of silver,
Federal Reserve Banks will issue Federal Reserve bank
notes in denominations of $1, $2, $5, and upward. These
notes will be obligations of the Federal Reserve Banks
secured by United States certificates of indebtedness or
bonds and similar otherwise to national-bank notes.
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We ask the banks of this district to cooperate with the
Government by furnishing us with their present supply
of 85 silver certificates, which can be replaced in circula-
tion at once by Federal Reserve notes, Federal Reserve
bank notes, or United States notes. In a few weeks,
when Federal Reserve bank notes of the $1 and $2 denom-
inations are ready, a request will also be made that silver
certificates in these denominations be sent in.

Will you not, therefore, please sort out of your cash and
forward to us, at our expense, all silver certificates of $5
and upward which you may have on hand or receive from
time to time, in return for which we will either—

() Furnish you, free of expense, other currency of the
same or larger denominations, as you may prefer; or

(b) Place the amount to your credit in this bank, if a
member bank, or in any designated bank in this district.

We feel confident that you will be willing to cooperate
with the Government in furnishing it the silver it needs
for its own requirements and those of the Allies.

?
Governor.

Work of the Capital Issues Committee,

The following statement was issued on May
22 by the Capital Issues Committee:

Applications for the issue of securities aggre-
%ating $478,458,386 were considered by the

apital Issues Committee of the Federal
Reserve Board. The Committee’s existence
ceased upon the taking of office on May 17 of
the Capital Issues Committee created by the
War Finance Corporation Act. While it ap-
proved three issues during the period January
12 to February 1, the committee was not
organized and under way until February 1.
Otg the total issues considered, the committee
approved $412,766,721, of which $258,664,496
were for the purpose of refunding obligations
previously incurred. New issues approved,
therefore, aggregated $154,102,224. New issues
for the same period last year were $504,211,624,
so that a comparative saving has been effected
of $350,109,399. This saving by action of the
committee does not include the saving of
$19,865,000 effected through the informal post-
ponement for the period of the war secured
through the efforts of the committee or its
agencies. In addition, however, there is an
immeasurable saving caused by the wide
publicity given to the committee’s aims and
purposes which has discouraged at the very
source issues clearly incompatible with the
national interest at this time.

The committee attributes this success to the
splendid cooperation and loyal support it has
received from State and municipal authorities,
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departments of the Federal Government, the
leading stock exchanges, the American Bankers’
Association and the Investment Bankers’ Asso-
ciation of America.

Detailed report made by the committee is as
follows:

i X
" Municipal, Public

utility Industrial. Total.
| tility.
Number considered 192 62 107 361
Number approved. 140 60 78 278
Number disap-

proved........... 34 2 24 60
Number curtailed. .

18 0 5 23
Amount considered {836, 878, 512 18172, 069, 605 13219, 510, 268 {$478, 458,386
Amount disap-

proved...__...... 19,791,685 { 6,000,000 | 39,900,000 | 65,691,665
Aggregate approvedi 67,086,847 | 166,069,605 | 179,610,260 | 412,766,721
Less “refunding”. .| 21,392,312 | 125,860,284 | 111,411,900 | 258,€64,496
Aggregate new ;

ISSUes..cueee..n.. .45,094,534 ;40,200,321 | ©8,198,369 | 154,102,224
New issues last T

year, same period. 108,952, 865 ; 107,504,075 | 287,754,684 | 504,211,624
Analysis of new |

issues approved: i

Amount origi~ i

nal apphea- i

tions......... 65,486,199 | 46,209,321 | 108,098,369 | 219, 793, 889
Amount ap- |

proved....... 45,694,534 : 40,209,321 | 68,198,369 | 154,102,224
Curtailment ef- |

octed. ....... 19,791,665 : 6,000,000 | 30,900,060 | 65,601,665

Analysis of appli- | :

cations infor- |

mally_ dis- i

couraged: !
Number........ 8 | 3 6 17
Amount........| $5,915,000 | 7,360,000 | $3,590,000 | $19, 865,000

!

Special Deposits of Public Moneys.

The following circular relating to special
deposits of public moneys under the act of
Congress approved September 24, 1917, as
amended by the act of Congress approved
April 4, 1918, was issued by the Treasury De-
partment on May 29:

To Federal Reserve Banks and other banks and trust com-
pandes incorporated under the laws of the United States or
of any State.

Department Circular No. 92, dated October 6, 1917, and
the supplement thereto, dated April 10, 1918, in relation
to special deposits of Government funds in connection
with subscriptions for bonds and certificates of indebted-
ness of the United States issued under the act of Congress
approved September 24, 1917, are hereby further supple-
mented as follows:

The provisions of the said circular and supplement are
extended, subject to the provisions hereof, to deposits of
moneys, arising from the payment of income and excess
profits taxes, made under the act of Congress approved
September 24, 1917, as amended by the act of Congress
approved April 4, 1918. Applications hereafter made for
deposits of public moneys under said acts should be, and
all applications for such deposits made on and after
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June 5, 1918, must be, in Form H3 hereto attached, and
be accompanied by a certified copy of resolutions duly
adopted by the board of directors of the applicant in
Form J3 hereto attached.

Depositaries already qualified to a sufficient amount pur-
suant to Department Circular No. 92, or pursuant to said
circular as amended and supplemented under date of
April 10, 1918, will not be required to file anew formal
applications or resolutions in connection with deposits of
moneys arising from the payment of income and excess
profits taxes, but, if they desire to receive deposits here-
under must so notify the Federal Reserve Bank of the dis-
trict in which they are located by letter or telegram; and
they will thereby and by the acceptance of such deposits,
be conclusively presumed to have assented to all the terms
and provisions hereof, The words ‘“‘qualified deposi-
taries” in this circular refer exclusively to depositaries
qualified under Department Circular No. 92 and supple-
ments thereto.

Collateral security pledged or to be pledged by qualified
depositaries will be conclusively deemed to be pledged
as collateral security for deposits of public moneys made
under Department Circular No. 92 and supplements
thereto, whether arising from the sale of bonds or certifi-
cates of indebtedness of the United States or arising from
the payment of income and excess profits taxes.

Payment of income and excess profits taxes can not be
made by credit.

It is intended, out of any unexpended cash proceeds
arising from the payment of income and excess profits
taxes, to make deposits, through the Federal Reserve
Banks, under direction of the Secretary of the Treasury,
with qualified depositaries throughout the United States,
as nearly as may be proportionately, having regard to the
following three determining factors: (1) The amount of
checks, reccived by collectors of internal revenue on
and after June 10, 1918, and until further notice, drawn
upon and paid by such depositaries, respectively, in pay-
ment of income and excess profits taxes; (2) the amount of
Treasury certificates of indebtedness of all issues maturing
June 25, 1918, sold to and through such depositaries, re-
spectively; and (3) the amount for which such deposi-
taries, respectively, shall be qualified in excess of exist-
ing deposits. It is the intention that such deposits shall,
as nearly ag may be, be made simultaneously with the
payment of checks drawn upon such depositaries, re-
spectively, in payment of such taxes. Appropriate in-
structions will be given to collectors of internal revenue
and to Federal Reserve Banks.

All deposits will be subject to withdrawal on demand
and will bear interest at the rate of 2 per cent per annum,
as provided in the above-mentioned circular and supple-
ment. Deposits made hereunder shall be credited to the
“War Loan Deposit Account.”

A principal object of the issue of the United States
Treasury certificates of indebtedness maturing June 25,
1918, was to prevent unnecessary dislocation of funds, and
this object would be defeated if such certificates held by
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taxpayers were not turned in in payment of their taxes,
but were either sold or hypothecated by the taxpayers and
in consequence were presented for payment in cash. In
view of the fact that the aggregate amount of these certifi-
cates now issued exceeds $1,500,000,000 this is important,
and banks and trust companies are required to cooperate
by advising their customers to turn in certificates, to the
extent that they have taxes to pay, in payment of such
taxes. No deposit of moneys arising from the payment
of income and excess profits taxes will be made with any
depositary which disregards this requirement.
W. G. McApoo,
Secretary of the Treasury.
[Form H3—Public Moneys.]
APPLICATION TOR DEPOSITS,

To the Federal Reserve Bank of.......... 5 fiscal agent of the United States:
The undersigned bank or trust company, in accordance with the
provisions of Treasury Department Circular No. 92, dated October 6,
1917, as amended and supplemented April 10, 1918, and May 29, 1918, and
pursuant to due action of its board of dircetors, hereby makes application
for the deposit of public moneys with it from time tc time under the act
of Congress approved Sepiember 24, 1917, as amended by the act ap-
proved April 4, 1918, the aggregate amount of such deposits not to ex-
ceed atanyonetime$............ ; and assigns and agrees to pledge, from
time to time, to and with the Federal Reserve Bank of ... covneenenn.
as fiseal agent of the United States, as collateral security for such d(\poem
as may be made from time to time pursuant to this application, securities
of the character and amount required by said eircular.

President ( Vice Presul.e'nt)
Streete.cceoeean...
City or town. .

{Form J3—Public Moneys.]
RESOLUTIONS AUTHORIZING APPLICATION FOR DREPOSITS.

T hereby certify that the following resolutions were duly adopted at a
meeting of the board of directors of the bolow-named bank (irust com-
pany), which mecting was duly called and duly heid on the ...... day
of ...... , 191, ., a quorum being present, and that the said resclutions
were spread upon the minutes of sai@ meeting:

Resolved, That in accordance with the provisions of Treasury Depart-
ment Cireular No. 92, dated October 6, 1917, as amended and supple-
mented April 10, 1918, and May 29, 1918, this bank (trust company)
makes application for the deposit of public moneys with it from time
to time under the act of Congress approved September 24, 1917, as
amended by the act approved April 4, 1618, the aggregate amount of
such deposits not to exceed at any one time $.............. ; and assign
and agree to pledge from time to time to and with the Federal Reserve
Bank Of cocereeviiiniiiiiiiiaiiiaaaas , a8 fiscal agent of the United
States, as collateral security for such deposits as may be made from time
to time pursuant to such application, securities of the character and
amount required by said circular; and

Resolved, That the president, or any vice president, or cashier, or secre-
tary, of the undersigned bank (trust company) is hereby authorized to
make application, assignment, and agreement as aforesaid and from
time to time to deliver to and pledge with said Federal Reserve Bank,
or any custodian or custodians appointed by it, securities of the under-
signed bank (trust company) of & character and amount at least suffi-
cient to sccure such deposits according to the terms of said Treasury
Department circular as amended and supplemented as aforesaid, and
from time to time to withdraw securities and to substitute other securi-
ties and to pledge and deposit additional securities.

In witness whereof I have hereunto signed my name and affixed the

seal of the Lof ...

Coshier (Secretary).
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Operations of the War Finance Corporation.

The War Finance Corporation, on May 28,
authorized the following statement:

In view of the applications for direct advance
which have been filled with the War Finance
Corporation, the directors wish to point out
that an erroncous impression seems to exist in
cortain quarters that the Corporation is in-
tended primarily to make direct advances to
borrowers under the ‘‘exeeptional cases’” clause
of the act. This, however, is not the purpose
of the act, which was designed primarily to
enable credit to be extended by the War Fi-
nance Corporation through the banks of the
country to “‘war industries”’—that is, to those
industries whose operations are necessary or
contributory to the war. In other words, the
resources of the War Finance Corporation are
not intended to be loaned directly to war in-
qustries unless in an exceptional case, but only
ingirectly through the banks. As the Secre-
tary of the Treasury stated before the com-
mittees of Congress when the hill was under
consideration, “the provision of the bill per-
mitting direct loans by the corporation, in ex-
ceptional cases, is intended to provide for those
rare instances where it may be made to appear
to the Corporation that a meritorious borrower
is being unwisely discriminated against by the
banks.,” In the progress of the bill through
Congress advances under the exceptional cases
clause were further restricted both as to se-
curity and as to the amount which could be
advanced—thus indicating the intention of
Congress that in order to obtain an advance
under this clause the borrower must show some
exceptional circumstances clearly entitling him
to velief. '

In no circumstances was it the intention that
the War Finance Corporation should make
loans except upon adequate security.

It is expected that the greatest usefulness of
the War Finance Corporation will be found in
its operations through the banks. As the
Secretary of the Treasury stated before the
Senate Finance Committee, the organization of
the War Finance Corporation should be re-
garded ‘‘primarily as a measure to enable the
banks, * * * to continue to furnish essen-
tial credits for war industries and enterprises
which are necessary or contributory to the pro-
secution of the war. In Europe central banks,
which correspond to our Federal Reserve Banks
in a sense, are permitted to grant to banks and
bankers loans upon stocks and bonds upon
certain well-defined terms; but here the Federal
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Reserve Banks are not permitted to do that,
the Federal Reserve Act having specifically con-
templated advances of that character only upon
what we call liquid or commercial paper, and
therefore the Federal Reserve Banks are not
}germitted to rediscount any paper for their
anks which is secured by fixed investments.
The Federal Reserve Act does not provide for
this, and the War Finance Corporation is de-
signed as a war emergency to fill this gap.”

The Corporation was organized to provide
an instrumentality to which the banks of the
country could resort to obtain accommodation
on advances made by them to war industries
upon a character of security not available for
rediscount at a Federal Reserve Bank. It is
hoped that as need arises the banks of the
country will avail themselves of the facilities
thus afforded, so that they may be amply able
to extend credit to those industries of the
country which are necessary or contributory to
the prosecution of the war.

From the applications received by the War
Finance Corporation there seems to be an im-
pression in certain quarters that the Corpora-
tion was specially designed to provide funds for
meeting maturing obligations, particularly those
of public-utility companies. '?‘he law expressly
provides that the Corporation shall not make
direct advances to provide funds to meet such
maturing obli%ations except possibly in some
rare case which could clearly be brought within
the ‘“‘exceptional cases clause.” Of course the
Corporation will stand ready to lend its assist-
ance to banks and bankers in proper cases
where they have themselves made advances to
war industries whether for the purpose of meet-
ing maturing obligations or otherwise, and
direct advances in deserving cases that come
clearly within the provisions of the law.

Holders of maturing obligations, whether of
gublic utilities or of other concerns which may

ind themselves unable because of temporary
conditions to meet their commitments punctu-
| ally, should consider whether in the public
interest as well as their own they should not
cooperate by consenting to reasonable renewals.
Public-utility companies particularly, in co-
operation with the communities in W{vxich they
operate, should have the opportunity of ad-
justing themselves to the changed conditions
brought about by the war.

No machinery has been specially provided
for direct purchases of obligations of tﬁe public
, utilities whether to meet maturities or other-
! wise, either through the War Finance Corpora-
| tion or through any other governmental agency.
The situation of these public utility companies
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is therefore uite different from that of the
railroads, where Congress has made specific
provision for the purchase of their securities
by the Government in certain exigencies, yet
even the railroads are expected, wherever pos-
sible, to meet their own maturities and to pay
what the money is worth to accomplish that
end. It must be remembered that the rail-
roads are under Federal operation, and their
rates are subject to Federal control, and that
the Government is therefore in a position to
sec to it that their charges shall be sufficient to
meet the cost of the service rendered. In the
case, however, ¢f the public utilities, neithor
their operations nor their rates are subject to
Federal control. Wherever the charges do not
amount to adeguate compensation for the
services rendered, relief can be had only
through the anpropriate local authorities, and
time 13 essential to enablc the companies and
the communities in which they operate to
reach a satisfactory solution of this important
preblem. It is not a problem which can be
disposed of by having the Federal Government
through the War Finance Corporation assume
the burden of financing the operations of these
local companies except in exceptional circum-

stances which may make it a matter of national |

importance that advances should be made.
The locat authorities will no doubt respond as
promptly as possible in cases where relief is
needed because of changed conditions, as it is
clear that the soundness and efficiency of
public utilities is intimately connected with a
vigorous and successful prosecution of the war.

A New Measure of Taxation.

The President, on kay 27, delivered before
Congress the following address which is re-
printed here because of its direct bearing upon
general banking and financial conditions:

Gentlemen of the Congress: It is with unaflected
reluctance that I come to ask you to prolong your session
long enough to provide more adequate resources for the
Treasury for the conduct of the war. I have reason to
appreciate as fully as you do how arduous the session has
been. Your labors have been severe and protracted.
Vou have passed a long series of measures which required
the debate of many doubtful questions of judgment and
many exceedingly difficult questions of principle as well
as of practice. The summer is upon us in which labor and
counsel are twice arducus and are constantly apt to be
impaired by lassitude and fatigue. )

The elections are at hand, and we ought as soon ag possi-
ble to go and render an intimate account of our trusteeship
to the people who Celegated us to act fer them in the

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

FEDERAL RESERVE BULLETIN,

'

weighty and anxious matters that crowd upon us in these
days of critical choice and action. But we dare not go
to the elections until we have done cur duty to the full.
These are days when duty stands stark and naked, and
even with closed eyes we know it is there. Excuses are
unavailing. We have either done our duty or we have
not. The fact will be as gross and plain as the duty
itself. Insuch a case lassitude and fatigue seem negligible
enovgh. The facts are tonic and suffice to {reshen the
labor.

And the facts are these: Additional revenues must
manifestly be provided for. It would be a most unsound
policy to raise too large a propertion of them by loan,
and it is evident that the four billions now provided for
by taxation will not of themselves sustain the greatly

“enlarged budget to which we must immediately look

forward. We can not in fairness wait until the end of the
fiscal year is at hand to apprise our people of the taxes
they must pay on their earnings of the present calendar
year, whose accountings and expenditures will then be
cloged. We can not get increased taxes unless the country
knows what they are to be and practices the necessary
ecconomy to make them available. Definitencss, early
definiteness, as to what its tasks are to be is absolutely
necessary for the successful administration of the Treasury;
it can not frame fair and workable regulations in haste;
and it must frame its regulations in haste if it is not to
know its exact task until the very eve of its perfermance.
The present tax laws are marred, moreover, by inequities
which ought to be remedied. Indisputable facts, every
one; and we can not alter or blink them, To state them
is argument enough.

And yet perbaps you will permit me to dwell for a
moment upon the situation they disclose. Enormous
loans freely spent in the stimulation of industry of almost
every sort produce inflations and extravagances which
presently make the whole economic structure questionable
and insecure and the very basis of credit is cut away.
Only fair. equitebly distributed taxation, of the widest
incidence and drawing chicfly from the sources which
would be likely to demoralize credit by their very abun-
dance, can prevent inflation and keep our industrial system
free of speculation and waste. We shall naturally turn,
therefore, I suppose, to war profits and incomes and lux-
uries for the additional taxes. But the war profits and
incomes upon which the increased taxes will be levied will
be the profits and incomes of the calendar year 1918. ‘It
would be marifestly unfair to wait until the early months
of 1919 to say what they are to be. It might be difficult,
I should imagine, to run the mill with water that had al-
ready gone over the wheel.

Moreover, taxes of that sort will not be paid until the
June of next year, and the Treasury must anticipate them.
It must use the money they are to produce before it is due.
't must sell short-time certificates of indebtedness, Imn
the autumn & much larger sale of long-time bonds must be
effected than has yet been attempted. What are the
bankers to think of the certificates if they do not certainly
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know where the money is to come from which is to take
them up? And how are investors to approach the pur-
chase of bonds with any sort of confidence or knowledge
of their own affairs if they do not know what taxes they are
to pay and what economies and adjustments of their
business they must effect? I can not assure the couniry
of a successful administration of the Treasury in 1918 if
the question of further taxation is to be left undecided
until 1919.

The consideration that dominates every other now, and
makes every other seem trivial and negligible, is the
winning of the war. We are not only in the midst of the
war, we are at the very peak and crisis of it. Hundreds
of thousands of our men, carrying our hearts with them
and our fortunes, are in the field, and ships are crowding
faster and faster to the ports of France and England with
regiment after regiment, thousand after thousand, to join
them until the enemy shall be beaten and brought to a
reckoning with mankind. There can be no pause or inter-
mission. The great enterprise must, on the contrary, be
pushed with greater and greater energy. The volume of
our might must steadily and rapidly be augumented until
there can be no question of resisting it. If that is to be

accomplished, gentlemen, money must sustain it to the

utmost, Our financial program must no more be leit in
doubt or suffered to lag than our ordnance program or our
ship program or our munitions program or our program for
making millions of men ready. These others are not
programs, indeed, but mere plans upon paper, unless there
is to be an unquestionable supply of money.

That is the situation, and itis the situation which creates
the duty, no choice or preference of ours. There is only
one way to meet that duty. We must meet it without
selfishness or fear of consequences. Politics is adjourned.
The elections will go to those who think least of it; to those
who go to the constituencies without explanations or ex-
cuses, with a plain record of duty faithiully and disinter-
egstedly performed. I, for one, am always confident that
the people of this country will give a just verdict upon the
service of the men who act for them when the facts are
such that no man can disguise or conceal them. There is
no danger of deceit now. An intense and pitiless light
beats upon every man and every action in this tragic plot
of war that is now upon the stage.

gort. The profiteering that can not be got at by the res-
traints of conscience and love of country can be got at by
taxation. There is such profitesring now and the informa-
tion with regard to it is available and indisputable.

I am advising you to act upon this matter of taxation
now, gentlemen, not because I do not know that you can

see and interpret the facts and the duty they impose, just ;

as well and with as clear a perception of the obligations in-
volved as I can, but because there is a certain solemn satis-
faction in sharing with you the responsibilities of such a

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

if lobbyists hurry to
Washington to attempt to turn what you do in the matter
of taxation to their protection or advantage, the light will :
beat also upon them. There is abundant fuel for the light :
in the records of the Treasury with regard to profits of every |

time. The world never stood in such case before. Men
never before had so clear or so moving a vision of duty. I
know that you will begrudge the work to be done here by
us no more than the men begrudge us theirs who lie in the
trenches and sally forth to their death. There is a stimu-
lating comradeship knitting us all together. And this tagk
to which I invite your immediate consideration will be
performed under favorable influences if we will look to
what the country is thinking and expecting and care noth-
ing at all for what is being said and believed in the lobbies
of Washington hotels, where the atmosphere seems to make
it possible to believe what is believed nowhere else.

Have you not felt the spirit of the Nation rise and its
thought become a single and coramon thought since these
eventful days came in which we have been sending our
boys to the otherside? I think you mustread that thought
as I do, to mean this, that the people of this country are not
only united in the resolute purpose to win this war, but are
ready and willing to bear any hurden and undergo any
sacrifice that may be necessary for them to bear in order to
winit. We need not be afraid to tax them, if we lay taxes
justly. They know that the war must be paid for and that
it is they who must pay for it, and if the burden is justly
distributed and the sacrifice made a common sacrifice from
which none escapes who can bear it at all, they will carry
it cheerfully and with a sort of solemn pride. I have
always been proud to be an American, and was never more
proud than now, when all that we have said and all that we
have foreseen about our people is coming true.

The great days have come when the only thing that they
ask for or admire is duty greatly and adequately done;
when their only wish for America is that she may share the
freedom she enjoys; when a great compelling sympathy
wells up in their hearts for men everywhere who suffer and
are oppressed, and when they see at last the high uses for
which their wealth has been piled up and their mighty
power accumulated and, counting neither blood nor treas-
ure now that their final day of opportunity has come, re-
joice to spend and to be spent through a long night of
guffering and terror in order that they and men everywhere
may see the dawn of a day of righteousness and justice and
peace. Shall we grow weary when they bid us act?

Coniributions to the Red Cross.

The act authorizing national banks to con-
tribute to the American Red Cross was signed
by the President on May 23. The text of the

act follows:
8. 3011

A BILL Auathorizing national banks to subscribe to the American
National Red Cross.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled, That
during the continuance of the state of war now existing it
shall be lawful for any national banking association to con-
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tribute to the American National Red Cross, out of any
net profits otherwise available under the law for the
declaration of dividends, such sum or sums ag the directors
of said association shall deem expedient. Bach associa-
tion shall report to the Comptroller of the Currency within
ten days after the making of any such contribution the
amount of such contribution and the amount of net earn-
ings in excess of such contribution. Such report shall be
attested by the president or cashier of the association in
like manner as the report of the declaration of any
dividend.

Sec. 2. That all sums so contributed shall be utilized
by the American National Red Cross in furnishing volun-
teer aid to the sick and wounded of the combatant armies,
the voluntary relief of the Army and Navy of the United
Jtates, and the relief and mitigation of the suffering caused
by the war to the people of the United States and their
allied nations.

Control of Coin, Bullion, and Currency Movement.

The work of the Federal Reserve Board in
applying the gold embargo provided under the
Executive order of September 7, 1917, has
resulted, up to the present time, in the exami-
nation and consideration of 2,020 applications
for licenses to export coin, bullion, and cur-
rency out of the country. Some minor modi-
fications of the regulations relating to this phase
of the Board’s work have in practice become
necessary, particularly in the section relating
to funds carried by travelers. The Executive
order governing the exportation of coin, bul-
lion, and currency is as follows:

EXECUTIVE ORDER.

By virtue of the authority vested in me, I direct that
the regulations, orders, limitations, and exceptions pre-
scribed in relation to the exportation of coin, bullion, and
currency shall be administered by and under the authority
of the Secretary of the Treasury; and upon the recom-
mendation of the Secretary of the Treasury I hereby pre-
acribe the following regulations in relation thereto:

1. Any individual, firm, or corporation desiring to ex-
port from the United States or any of its Territorial pos-
sessions to any foreign country named in the proclamation
dated September 7, 1917, any coin, bullion, or currency,
shall first file an application in triplicate with the Federal
Reserve Bank of the district in which such individual,
firm, or corporation is located, such application to state
under oath and in detail the nature of the transaction, the
amount involved, the parties directly and indirectly inter-
ested, and such other information as may be of assistance
to the proper authorities in determining whether the
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exportation for which a license is desired will be com-
patible with the public interest.

2. Bach Federal Reserve Bank shall keep a record copy
of each application filed with it under the provisions of
this regulation and shall forward the original application
and a duplicate to the Federal Reserve Board at Washing-
ton, together with such information or suggestions as it
may believe proper in the circumstances, and shall in
addition make a formal recommendation as to whether or
not in its opinion the exportation should be permitted.

3. The Federal Reserve Board, subject to the approval
of the Secretary of the Treasury, is hereby authorized and
empowered upon receipt of such application and the
recommendation of the Federal Reserve Bank to make
such ruling as it may deem proper in the circumstances
and if in its oglinion the exportation in question be com-
patible with the public interest, to permit said exporta-
tion to be made; otherwise to refuse it.

Woobrow WiLsoN,
Tee Warre Houss, September 7, 1917.

By 1ag PRESIDENT OF THE WNITED STATES OF AMERICA.

A PROCLAMATION.

Whereas Congress has enacted, and the President has

! on the 15th day of June, 1917, approved alaw, which con-

tains the following provisions:

Whencover during the present war the President -hall
find that the public safety shall so require, and shall make
proclamation thereof, it shall be unlawful to export from
or ship from or take out of the United States to any coun-
try named in such proclamation any article or articles
mentioned in such proclamation, except at such time or
times, and under such regulations and orders, and subject
to such limitations and exceptions as the President shall
prescribe, until otherwise ordered by the President or by
Congress: Provided, however, That no preference shall be
given to the ports of one State over those of another.

Any person who shall export, ship, or take out, or deliver
or attempt to deliver for export, shipment, or taking out
any article in violation of this title, or of any regulation or
order :made hereunder, shall be fined not more than $10,000,
or, if a natural person, imprisoned for not more than two
years, or both; and any article so delivered or exported,
shipped, or taken out, or attempted to be so delivered or
exported, shipped, or taken out, shall be seized and for-
feited to the United States; and any officer, director, or
agent of a corporation who participates in any such viola-
tion shall be liable to like fine or imprisonment, or both.

Whenever therc is reasonable cause to believe that any
vessel, domestic or foreign, is about to carry out of the
United States any article or articles in violation of the pro-
visions of this title, the collector of customs for the district
in which such veesel is located is hereby authorized and
empowered, subject to review by the Secretary of Com-
1aerce, to refuse clearance to any such vessel, domestic or
foreign, for which clearance is required by law, and by
formal notice served upon the owners, master, or person or
persons in command or charge of any domestic vessel for
which clearance is not required by law to forbid the de-
Fm‘ture of such vesse! from the port, and it shall thereupoun
bhe unlawful for such vessel to depart. Whoever, in viola-
tion of any of the provisions of this section shall take, or
attempt to take, or authorize the taking of any such vessel
aut of port or from the jurisdiction of the United States,
shall be fined not more than $10,000 or imprisoned not
more than two years, or both; and, in addition, such vessel,
her tackle, apparel, furniture, equipment, and her forhid-
den cargo shall be forfeited to the United States.
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And whereas the President has heretofore by proclama-
tion, under date of the 27th day of August in the year
1917, declared certain exports in time of war unlawful,
and the President finds that the public safety requires
that such proclamation be amended and supplemented
in respect to the articles hereinafter mentioned:

Now, therefore, I Woodrow Wilson, President of the
United States of America, do hereby proclaim to all whom
it may concern, that the public safety requires that,
except at such time or times, and under such regulations
and orders, and subject to such limitations and exceptions
a8 the President shall prescribe, until otherwise ordered
by the President or by Congress, the following articles,
namely: Coin, bullion, and currency shall not, on and
after the 10th day of September, in the year 1917, be

exported from or shipped from or taken out of the United -

States or its territorial possessions to Albania, Austria-
Hungary, Belgium, Bulgaria, Denmark, her colonies,
possessions or protectorates, Germany, her colonies, pos-
sossions, or protectorates, Greece, Leichtenstein, Luxem-
bourg, The Kingdom of the Netherlands, Norway, Spain,
her colonies, possessions, or protectorates, Sweden, Swit-
zerland or Turkey, Abyssinia, Afghanistan, Argentina,
Bolivia, DBrazil, China, Chile, Colombia, Costa Rica,
Cuba, Dominican Republic, Ecuador, Egypt, France,
her colonies, possessions, or protectorates, Guatemsla,
Haiti, Honduras, Italy, her colonies, possessions, or pro-
tectorates, Great Britain, her colonies, possessions, or pro-
tectorates, Japan, Liberia, Mexico, Monaco, Montenegro,
Morocco, Nepal, Nicaragua, the colonies, possessions, or
protectorates of The Netherlands, Oman, Panama, Para-
guay, Persia, Peru, Portugal, her colonies, possessions, or
protectorates, Roumania, Russia, Salvador, San Marino,
Serbia, Siam, Uruguay, or Venezuela.

The regulations, orders, limitations,” and exceptions
prescribed will be administered by and under the author-
ity of the Secretary of the Treasury, from whom licenses
in conformity with said regulations, orders, limitations,
and exceptions will issue.

Except as bereby amended and supplemented, the
above-mentioned proclamation under date of August 27,
1917, shall continue in full force and effect.

In witness whereof I have hereunto set my hand and
caused the seal of the United States of America to be
affixed.

Done at the city of Washington this 7th day of Septem-
Wer, in the year of our Lord 1917, and of the independence
of the United States of America the 142d.

Woobrow WiLson.

By the President:

RoBerT LANSING,
Secretary of State.

The administrative procedure under this
Qi‘der is now as follows:
ADMINISTRATIVE PROCEDURE.
METHOD OF MAXING APPLICATION,

Individuals, firms, and corporations desiring to obtain
licenses for the exportation of coin, bullion, and currency
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must file an application with the Federal Reserve Bank of
the district in which the applicant resides or where the
transaction requiring the shipment originates. These
applications must be made on a standard form, which has
been furnished to all Federal Reserve Banks.

EXPORTS OF GOLD.

It will be the general policy of the Board not to au-
thorize the exportation of gold unless the shipment ap-
plied for is shown to be connected in a direct and defi-
nite way with a corresponding importation of merchan-
dise for consumption in the United States, but in any
case authorization will be granted only where the expor-
tation of gold in payment for such merchandise is found
to be compatible with the public interest. In reaching
its conclusions, however, the Board will consider all at-
tending circumstances in each particular case.

SHIPMENTS OF CANADIAN SILVER COIN AND CURRENCY.

Until further notice the Board will approve all appli-
cations for the exportation of Canadian silver coin and
currency to Canada, and of Mexican paper currency to
Mexico, without limitation. The Treasury Department
has instructed collectors of customs to pass such ship-
ments when approved by the Federal Reserve Bank of the
district from which the shipments are made. Continuous
permits for shipments of Canadian silver coin and currency
and of Mexican paper currency, without requiring an ap-
plication in each case, may be granted by Federal Reserve
Banks upon condition that each transaction will be re-
ported to it without delay. The Federal Reserve Banks
will transmit to the Board weekly reports of all appli-
cations of every kind passed upon by them, showing the
amount of each shipment.

EXPORTS OF SILVER BULLION AND SILVER COIN OF ¥FOREIGN
MINTAGE.

Applications for the exportation of silver bullion and
silver coin of foreign mintage will in general be approved
by the Federal Reserve Board upon recommendation of
the Federal Reserve Bank with which the application is
filed.

UNITED STATES NOTES, NATIONAL BANK NOTES, FEDERAL
RESERVE NOTES, AND FEDERAL RESERVE BANK NOTES.

Applications for the exportation of United States notes,
national bank notes, Federal Reserve notes, and Federal
Reserve Bank notes will as a rule be approved by the
Federal Reserve Board, but each application must come
before the Board for its determination before shipment is
made, unless authority to pass upon such applications
locally has been delegated by the Board to the respective
Federal Reserve Banks.

TRAVELERS LEAVING THE COUNTRY.

Instructions have been issued by the Treasury Depart-
ment to collectors of customs to permit travelers leaving
the country to carry on their persons or in their baggage:
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(¢) United States notes, national-bank notes, Federal
Reserve notes, or-Federal Reserve Bank notes not to ex-
ceed $1,000 for each adult.

(b) Subsidiary silver coins not to exceed $100 for each
adult, such coin to be in lieu of a like amount of notes
under (@) above.

Collectors of customs have been informed thatin dealing
with travelers they may act in accordance with these regu-
lations, without communicating with the Federal Reserve
Board or with the Federal Reserve Bank of their district.

Travelers who desire to take with them silver dollars or
gold coin, or gold or silver certificates in any amount,
must obtain a license from the Federal Reserve Bank of
their district, from which application blanks may be ob-
tained. Whenever such licenses are issued, the Federal
Reserve Bank will give due notice to the collector of

customs at the port from which the applicant expects to
leave the United States, and collectors of customs have
been notified that in dealing with travelers to whom such
licenses have been issued they may act without communi-
cating with the Federal Reserve Board.

GQENERAL.

Shipments of coin or currency which appear to be or are
suspected of being for enemy account or for the benefit
of the enemy will not be permitted. These regulations are
issued subject to change without notice, and no applica-
tion granted will be regarded as constituting a precedent.

Following is & summarized statement of the
shipments of coin, bullion, and currency which
the Board has authorized up to thepresent date:

Amounts of licenses granted by the Federal Reserve Board during the period Sept. 7, 1917, to May 24, 1918, covering ex-
ports from the Uniled States of coin, bullion, and currency.

Tiscel-
aneous.

1
+ i Silver and
Silver. ‘ ourrency. Currency. 1 Total.

[_PJnited Kingdom.

Dutch Guina.
China.......

Dutch East Indies,
British West Afri
All other..... .

202,400

$19,561, 371 1ovenenennnnol] S202,400 (ooel..... 319,768,496
8120500 |.. oIl L 814

1§1,725 225
.......................... 260
1,321,462

300,000

7
2,000, 000
............ 31,364
.......................... 225

8,000 .. i 8,200
713, 437 31,882, 858

28, 000
18,895,872
1,402, 400
1,182,000
20,000
112,587
127
5,000
105,916
10,695
10,274,308
1,036,165
300

7 58,740, 182

155,237,725 5,328,110 |5 30,382,703 647,525 23, 336, 245

In the above table amounts of silver stated in terms of Mexican currency were converted to United States equivalents at the rate of 50 cents

per peso.
1 Currency, silver, and gold.

2 Does not include $1,250,000 gold for which the Board has issued licenses permitting either export or ¢armarking in trade with Spain.

2 (Yold and siiver.

4 Copper.

8 Cents and dimes.

& Nickel coin.

7 Exclusive of £600 to the Fanning Islands and £9,000 to Canada.

8 Exclusive of curreney as follows: Russian roubles to Japan, 15,080; to the United Kingdom ,1,600; 4,00¢ guilders to the Netherlands; €,000

krener to Sweden; 5,000 francs to Switzerland.

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



Digitized for FRASER

FEDERAL

Deposits, Loans and Discounts, and Total
Investments of National Banks, 1914-1918.

Changes in the volume of deposits in connec-
tion with the loan and investment operations
of the national banks since the outbreak of the
war are presented in the following table and
accompanying diagram. In the first column
are shown figures of gross deposits, including
unpaid dividends, Government and so-called
“‘individual” deposits, postal-savings deposits,
and gross amount due to banks and bankers
(. e., without deduection of offsetting amounts
due from banks and bankers, clearing house
exchanges and chocks on banks in the same
place). In the third column are shown the
figures of net deposits, based on the Comp-
troller’s reserve computations. To theamounts
ghown in the Comptroller’s abstracts have been
added uniformly amounts of Government de-
posits, which were disregarded by the Comp-
troller’s office in computing roserve under calls
subsequent to the passage of the act of April
24, 1917, which oxempted Government de-
posits from reserve requirements. In column
5 are shown combined figures of gross individ-
val and Government deposits, exclusive of
amounts due to banks and bankers.

Because of the much larger balances carried
by the banks with approved correspondents
prior to the onactment of tho June 21, 1917,
amendment the figures for the earlier period of
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net deposits as shown in column 3 are con-
siderably in excess of the combined gross indi-
vidual and Government deposits as shown in
column 5. The latter indicate a slow, and
with few exceptions, steady progress, the June,
1915, showing an increase of 416 millions over
those of June, 1914, as against a decrease of 212
millions in the net deposit figures.

Figures of loans and discounts (column 7) on
the whole show a fairly parallel movement
with those of net deposits, though the de-
pression of 1914-15 is reflectod more clearly in
the heavy docreases of net deposits than in the
reduction of loans and discounts. In column
9 are shown the figures of total investments,
oxclusive of those of a fixed character. Prior
to the entrance of the United States into the
war the rolative growth of this item differed
but little from that shown for loans and in-
vestmonts, as may be seen from a comparison
of the corresponding index figures to March 3,
1917. Since then, owing to the considerabls
investments by banks in Government securitiss,.
largoly certificates of indebtedness, the rate of
growth for aggregate investments has been
considerably larger than for loans and dis-
counts.

In addition to the absolute figures, percent-
ages are given for each set of items caleulated
on the amounts reported under the June 30,
1914, call.

Aipvement of the several classes of deposits, also of loans and investments of national banks, June 30, 1914,t0 Mar. 4,1918.

| . Net, including Individual and Loans and dis- ;
' Gross deposits. Government Government counts, ineluding Loanfnaérlzldsn;vest-
deposits. deposits. overdralts.t ~
1. P2 3. 4. 5. 6. 7. 8. 9. 10.
Millions of | Aillions of Millions of Millions of Millions of

doliars. i Percent. dollars. | Percent.! dollars. | Percent.! dollers. | Percent.! dollars, | Per cent.
June 30, 1914. 8,564 « 1000 7,495 | 100.0 8,197 1  100.0 6,446 | 100.0 8,347 100.0
Sept. 12, 1914 8,188 .  95.6 7,293 97.3 6,238 |  100.7 6,418 99.6 8,637 103.5
Oct. 31, 101 8,076 94.3 7,167 95.6 6,185 99.8 6,335 98.3 8,035 103.5
Dec. 31, 191 8,235 96. 2 6,668 89.0 6,366 | 1027 6,363 98.7 8,437 101.1
Mar. 4, 1915 8,593 - 100.3 7,066 94,2 6,350 | 102.5 6,507 |  100.9 8,471 101.5
May 1, 1915. . 8,801 . 103.8 7,198 96.0 6,665 ; 107.5 6,650 | 103.2 8,600 103.0
Jurie 93, 1915, . . ......... 8,821 1 103.0 7,283 97.2 6,613 | 106.7 ,665 | 10,4 8,639 103.5
Bept. 2,1015. ... . ... 9,220 1 107.8 7,523 1 100.4 6,763 |  109.1 6,762 104.9 8,823 105.7
Nov. 10, 1915. 10,157 | 118.6 , 257 i 110.2 7,448 120.2 7,241 112.3 9,471 113.5
Dec. 31, 1915. 10,402 | 121.5 8,366 , 111.6 7,664 123.7 7,364 114.2 9,651 115.6
Mer. 7, 1916... 10,792 ;  126.0 8,783 . 117.2 7,718 1 124.5 7,496 | 116.3 9,869 118.2
May 1, 1916.... 11,135+ 130.0 8,782 | 117.2 8,140 | 131.3 7,613 | 118.1 10,046 120.4
June 20, 1916. . ............. 10,8771 127.0 8,702 116.1 8,164 131.7 7,685 119.2 10,101 121.0
Sept. 12,1016, .. ... .. ... 11,363 1§2, 7 9,202, 122.3 8,447 136.3 7, 868 122,1 10,417 124.8
Nov. 17, 1916. 12,489 °  145.8 9,977 ¢ 133.2 9,140 | 147.5 8,355 | 120.6 10,958 131.3
Dec. 27, 1916. 12,266  143.2 0,628 | 132.5 9,005 | 145.3 8,351 129.6 10, 063 1313
Mar. 5, 1017 12,058 : 1513 16,489 i  140.0 9,275 1 149.7 8,720 | 133.3 11,365 136.2
May 1, 1917... 13,080 1 152.7 10,283 I 137.2 9,701 | 156.5 ,760 | 135.9 1,550 138.4
June 20, 1917. 12,772, 149.1 10,306 | 137.5 9,746 157.3 8,828 137.0 11,946 143.1
Sept. 11, 1017 13,230 | 1545 10, 2031 137.4 10,185 164.3 9,065 140.6 12,292 147.3
Nov. 20,1917 . cceenaann... 14,794+ 1727 11,701 156.1 11,601 188.7 9, 551 148,2 14,029 168.1
Dec. 31, 1917... . R 14,442 ¢  168.6 11,074 147.7 11,252 18L.6 9,406 145.9 13,180 157.9
Mar. 4, 1918, ceennciravanninnianennn. 14,435 | 168.6 11,145 | 148.7 11,137 | 179.7 9,153 142.0 13,375 160.1

! Beginning with Sept. 12, 1916, notes and bills rediscounted are not included among loans and discounts, as was the previous practice.
2 Fixclusive of fixed investments, i. e., banking house, real estate, furniture and fixtures, also stock of Faderal Reserve Banks.
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MOVEMENT OF PRICES, 1914-1918.

.Changes in the general price level are indi-
cated by the course of index numbers, pre-
sented by governmental and other authori-
tative agencies. In the following tabulation
and accompanying diagram the attempt was
made to relate the monthly price changes to
the price level existing on or about July 1,
1914, when market conditions may be said to
have been relatively normal. This was done
by shifting the bases used by the original com-
pilers te a uniform base—the beginnin% of
July, 1914, In making this shift the July
index number shown by the original compilers
was taken as equal to 100, and subsequent
index numbers were restated in terms of the
new base by dividing these numbers by the
original index number for July, 1914. It is
realized that the use of this short-cut method
does not yicld entirely accurate results,! but
it is believed that the errors in results ob-
tained are not large enough to alter materially
the general picture of price development shown
in tﬁe table and diagram.

It is generally conceded—and this is brought
out in the tabulation—that the general rise of

rices since July, 1914, has been greater in
%rea.t Britain than in this country, and it has
been suggested that the shortage of tonnage
and the consequent rise of freights is largely
responsible for the greater rise of prices since
July, 1914, ohserved in Great Britain than in
the United States and Canada since the out-
break of the war.?

Besides the four columns showing the course
of wholesale prices in the United States and in
Great Britain, there is presented in column 5
the course of relative retail prices of important
articles of food as computed by the United
States Bureau of Labor Statistics and printed
on pages 100-101 of the Februray, 1918, num-
ber of the Bureau’s Monthly Review. As in
the ease of the relative wholesale prices, the
figures given in the original compilation have
been changed by shifting the base to the July

1 Sec Wesley . Mitchell; index Numbers of Wholesale Prices in the
United States and Foreign Countries, in Bulletin of the U. 8. Bureau of
Labor Statistics No, 173; July, 1915, p. 39 and foll.

? This explanation apparently assumes a gencral price level equally
high m the three countries for the initial period, an assumption which is
not proved. II, for argument’s sake, it is admitted that the general
level of wholesale prices in Great Britain, as reflected in the Economust’s
and Statist’s index numbers, was lower before the war than in this
couniry and in Canada, and that as the result of the elimination of
British trade with the greater part of Europe greater rcliance had to be
placed upon America as a source of supply, it follows that wholesale
prices in Great Dritain for the more recent peried must show a rela-
tively larger advance than in this country and in Canada, even if no
account is taken of the large rise in freights. See A. C. Pigon: The
proportion of British price changes that is due to local eauses, in Eco-
nomic Journal, December, 1917, p. 491 and foll.
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quotation and recomputing the subsequent
numbers on the new basis,

A comparison of the course of wholesale and
retail prices shows a considerably smallerrise of
retail prices. But it is well to remember that in
the tables wholesale prices cover a much wider
field than retail prices, which cover merely a cer-
tain number of important food articles. It may
also be noted that the increase in retail prices
indicates the increase in the cost of living only
on the assumption that there has been no
change in the relative quantities of the several
articles used throughout the entire war period,
so that the relative weight given to the articles
in the construction of the general index number
continues to correspond more or less closely
to the relative importance of these articles in
the typicai family budget.

Movement of prices 1914 to 1918.

12 3 4 5
i London U. 8.
London | “Sigtist | Brad. | Buresu | U.S.
:;mist (Sauer- | street’s | of Labor] Bureau
index beck’s) | index | index |of Labor
pumber | index |number|number| index
{(whole I number | (whole- | (whole- | number
sale) i (whole- | sale). sale). |[(retaii).
! ale).
| —
July 1,19%4............. 100.0 100.0 100.0
End of July, 1014..000 00,5 1015 1006 } 100.0 | 106.¢
August, 1914... ... ... 105.7 108. 2 12.7 103. 0 104.9
September, 1914. 108.9 108.9 106.7 104.0 104.9
October, 1914.... 1071 ¢ 110.6 102.3 100.0 102.8
November, 1914 108.2 7 109.4 104. 4 99.0 102.8
December, 1914 109.8 