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SUBSCRIPTION PRICE OF BULLETIN.

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. 1t 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 directors may have it sent to not less

than ten names at a subscription price of §1 per year.
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WORK OF THE BOARD.

Activities of the Federal Reserve Board
during July have covered a wide field. The
check clearing and collection plan, announced
on May 1, went into operation on Saturday,
July 15. Preliminary rulings in connection
with the exemptions under the Kern amend-
ment to the Clayton Act have been completed
and forms and instructions placed in the hands
of applying officers and directors of banks.
Amendments to the Act, recommended by the
Board, have been under discussion in the Sen-
ate. Discount rates have shown a slightly
upward tendency. The gold settlement fund
has been unusually active, due to the repay-
ment to the Treasury Department of the
$15,000,000 placed in the Federal Reserve
Banks of Richmond, Atlanta, and Dallas in
September, 1915, and large withdrawals by the
Government of funds deposited with the 12
Federal Reserve Banks acting as fiscal agents
of the Government. Deposits in this fund
reached, in July, a record total of $168,500,000.

While it is early in the operation of the clear-
ing plan to give figures showing its actual re-
sults, it Is conservative to say that it was
begun very auspiciously. There has been a
pretty general cooperation from banks and
bankers, of which the Board desires to make
acknowledgment. Through the taking over
of the Boston Clearing House by the Federal
‘Reserve Bank of Boston, checks drawn against
any bank in this district, whether a member of
the system or rot, are collectible at par, sub-
ject, of course, to & charge to cover the actual
cost of collection and interest upon distant
items where immediate availability of funds is
asked. .

All national banks and State bank members
of the system may avail themselves of the privi-
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lege of using Federal Reserve Banks as clearing
houses for the collection of checks. Not only
those drawn against other member banks, but
also a large proportion of those drawn against
nonmember banks, may, through this plan, be
collected at a minimum of expense to the de-
positing bank.

A large number of nonmember State banks
have signified their willingness to remit at full
face value for checks drawn against them and
sent by Federal Reserve Banks for collection.
The Board is confident that the United States
has now embarked upon a most effective check-
collection system, the use 'and appreciation of
which will continue to grow and enlarge until
it becomes universal. As that time approaches
the cost of the service can be reduced to a very
low figure.

A consolidated statement of the 12 Federal
Reserve Banks for the first six months of the
present year shows that ~earnings were
$1,824,436 and aggregate current expenses for
the same period $1,019,926. This leaves a
surplus available for dividend distribution of
$804,510, or at the rate of 2.9 per cent upon a
total paid-in capital for all the banks of
$54,854,000, reported as at close of business
June 30, 1916. All of the Federal Reserve
Banks except St. Louis earned their current
expenses for the first six months of the present
vear. Five of the banks have already paid
dividends.

Four Federal Reserve Banks have slightly
increased discount rates during July. Rates
for bankers’ acceptances have shown a firmer
tendency. On trade acceptances, commodity
paper running 90 days, and cominercial paper
running 10 days the rate at Philadelphia is 3%
per cent; on trade acceptances the rate at Bos-
ton is 3% per cent; Chicago has increased its
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rate for 60-day commercial paper from 4 per
cent to 4} per cent; and since July 24 the fol-
lowing new rates have been in effect at the
Federal Reserve Bank of Kansas City: Com-
modity paper and trade acceptances, 4 per
cent; commercial paper running 10 days, 4}
per cent. On August 1 the rate for trade
acceptances at the Federal Reserve Bank of
Cleveland will be increased from 3 per cent to
3% per cent for 60-day paper and from 3% to 4
per cent for 90-day paper.

After carefully considering the advantages of
the Federal Reserve System the Corn Exchange
Bank of New York made application to be
admitted as & member, and on July 7 favorable
action was taken upon the application by the
Federal Reserve Board. This bank has a capi-
tal of $3,500,000 and a surplus of $6,991,165.32.
Almost coincident with the application of the
Corn Exchange Bank was that of the American
Trust and Savings Bank, of Birmingham, Ala.,
upon which the Board also took favorable
action. The capital of the latter bank is
$500,000 and its surplus $250,000. The Board
has had informal discussion with the repre-
sentatives of several other State banks who
are considering the advantages offered by
membership in the Federal Reserve System.

Permission has been granted by the Federal
Reserve Board to the National City Bank of
New York to open a branch at Petrograd,
Russia. This permit includes authorization
to establish several subbranches or offices in
Russia.

Mr. E. T. Meredith, of Des Moines, Iowa,
has resigned as a Class C director in the Federal
Reserve Bank of Chicago. Mr. Meredith sub-
mitted his resignation because of his nomina-
tion as the candidate of the Democratic Party
for governor of Towa. This vacancy and that
of a Class C director at the Federal Reserve
Bank of Philadelphia have received the con-
sideration of the Board, but no elections have
resulted.

While there has been interesting considera-
tion of amendments to the Federal Reserve Act
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in the Senate, because of the necessity of giving
first consideration to the appropriation bilis,
the time given to Federal Reserve Act amend-
ments has been limited. There is reason to’
anticipate favorable action upon the amend-
ments at an early date.

All of those applying for instructions and
forms to enable them to apply for exemption
by the Board under the Kern amendment to
the Clayton Act have been furnished with such
information. A large number of applications
have been received and the work upon them
has taken a considerable part of the time of
the Board and its counsel. This amendment
provides, in substance, that nothing in the Act
shall prohibit any officer, director, or employee
of any member bank, or Class A director of a
Federal Reserve Bank who shall first obtain
the consent of the Federal Reserve Board, from
being an officer, director, or employee of not
more than two other banks, banking associa-
tions, or trust companies which are not in sub-
stantial competition with such member bank.
The circular sent out by the Board and the
forms to be used in making application are to
be found on another page.

Authority to accept drafts or bills of ex-
change up to 100 per cent of their capital and
surplus under the Federal Reserve Act hag
been granted by the Board [during July to the
National Bank of Commerce, Seattle, Wash.,
and the Webster and Atlas National Bank,
Boston, Mass.

Hearing of Wisconsin Banks.

Upon the presentation of new facts to the
Board it was voted on July 26 to reopen the
petition. filed by certain banks in the State of
Wisconsin, asking that they be transferred
from the Minneapolis to the Chicago Federal
Reserve district. An informal hearing of oral
arguments will, therefore, be given by the
Board in Washington on Tuesday, August 8,
at 3 p. m. New briefs are not necessary, but
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permission is given to file them if desired.
Applications of banks in the northern penin-
sular of Michigan which desire to intervene in
this petition will be considered at the same
time.

Federal Reserve Bank Earnings.

All the Federal Reserve Banks are now
showing earnings in excess of expenses, as will
be seen by the annexed table showing the rates
of earnings over expenses in the months of
May and Juné and for the six months ending
June 30, 1916. From this statement it will
appear that in the month of May two banks
earned over 6 per cent on their paid-in capital;
three banks earned over 5 per cent, but less
than 6 per cent; three banks earned over 4 per
cent,but less than 5 per cent; two banks earned
over 3 per cent, but less than 4 per cent; two
banks earned 2 per cent or less.

For the month of June the showing is as fol-
lows: Two banks earned over 6 per cent; two
banks earned over 5 per cent; two banks earned
over 4 per cent; three banks earned over 3 per
cent; two banks earned over 2 per cent; one
bank earned less than 2 per cent.

For the six-months period it will be noted
that three of the banks earned over 5 per cent
while three more earned in excess of half of
their dividends.

Rate of net eamin%s, per cent on
capital.
Federal Reserve Bank of—
Six months
May, 1916. | Juns, 1916, |ending June
30, 1916.
5.2 5.1 4.1
4.2 3.6 2.4
Philadelphia 4.5 4.2 2.9
Cleveland. . 3.4 3.8 2.1
Richmond...coueeenrninienacnnaast 5.7 5.5 5.3
Atlanta. .. ooeiiiiii il 4.4 4.0 3.9
Chicago.... 5.2 2.4 3.5
St. Louis .5 L6 1—.7
Minneapolis 3.1 3.3 2.0
Kansas City 7.3 7.1 5.1
Dallas...... 6.1 6.7 5.3
San Francisc0..ceevevevrienannans 2.0 2.9 7

1 Deficit.
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The prospects for earnings in the next few
months are very good.

Dividends have been declared by Federal
Reserve Banks as follows:

Period cov«
Federal Re-
Date declared. | ered, Novem-| Rate. Amount.

serve Bank. ber, 1914, to—

. Per cent.
Richmond..... December, 1915 | Dec.. 31,1915 $151,939. 69

Do... April, 1916 0N YOO 1] 30,387.65

Atlanta June, 1916. PR . [, D, 6 120,198.00
Chicago........|..... do.... Mar, 31,1915 6 76,155.83
Dallas. ... .| January, 1916..] June 30,1915 6 65,522,
Kansas City....| July, 1916......]..... do....... 6 66, 706. 95

Use of Words “ Federal” and “Reserve.”

In addition to the recommended amendments
sent to Congress by the Federal Reserve Board,
which were printed in the July number of the
Federal Reserve Bulletin, there has been sent
the following bill introduced by Representative
Glass, chairman of the Committee on Banking
and Currency of the House of Representatives,
intended to limit the use of the words ‘“ Federal”’
and “reserve.” The text of the bill follows:

A BILL To limit the use of the words ¢ Federal”’ and ‘‘reserve.”

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled, That all
banks, other than Federal Reserve Banks created and
organized under an act of Congress approved on December
twenty-third, nineteen hundred and thirteen, and known
ag the Federal Reserve Act, and all firms, partnerships,
or corporations doing the business of bankers, brokers, or
savings institutions, and all insurance, indemnity, and
trust companies are prohibited from using- the word
“Federal” or the word ‘‘reserve” as a portion of the name
or title of such bank, corporation, firm, or partnership, and
any violation of this prohibition committed after the first
day of November, nineteen hundred and sixteen, shall
subject the party charged therewith to a penalty of §50
for each day it is permitted or repeated: Provided, however,
That this prohibition shall net apply to corporations or-
ganized prior to December twenty-third, nineteen hin-
dred and thirteen, under titles which include the words
“Federal” or “reserve” or to firms or partnerships doing
business prior to that date under such titles.
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Announcement by the Federal Reserve Board.

The attention of the Federal Reserve Board
has been called to the fact that a circular dated
July 22, 1916, and signed by T. R. Dickson, as
secretary of a conference of bankers held at
St. Louis, contains the following paragraph:

The administrative committee has decided
to bring suit seeking to set aside the Federal
Reserve Board’s order of May 1 on the general
grounds herein outlined. The committee un-
derstands upon good authority that the pro-

osed suit is regarded by the Federal Reserve
oard in an entirely friendly light.

The order referred to is manifestly Circular

No. 1, series of 1916, which relates to the collec- A

tion and clearance of checks.

The Board recognizes the right of any member
bank to resort to the courts to. test the consti-
tutionality of any provision of the Federal Re-
serve Act; to procure the court’s interpretation
of any part of the Act, or to question the legal-
ity of any regulation of the Board. Where
such a course is necessary to remove any doubt
that may exist the counsel for the Board will

cooperate as far as possible in expediting a.

hearing in order that the banks and the Board
may have the benefit of a judicial determina-
tion of the question involved.

The statement contained in the circular
above referred to that the proposed suit. is
regarded by the Federal Reserve Board in an
entirely friendly light might lead to the con-
clusion that the Board is in doubt as to its
power to promulgate the regulation in question
and, therefore, welcomes litigation designed to
settle the question. The fact that such an
impression may be created by the circular is
evidenced by inquiries received from some of
the banks as to the attitude of the Board.
This statement is, therefore, misleading. The
regulation in question was adopted after
deliberate consideration and is intended to
carry out one of the important purposes of the
Act, namely, the substitution of one compact
clearing system for the many independent col-
lection organizations heretofore in force.
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The Board has not been informed of the char-
acter orform of procedure it is proposed to adopt
in order to set aside the regulation of May 1.
If any of the member banks feel aggrieved at
this regulation and desire to resort to the courts
there is, of course, no disposition on the part
of the Board to interpose any objection to any
action they may deem it proper to take. It
desires, however, to correct any impression that
may have been created that the proposed litiga-
tion is a ‘“friendly suit’’ in the sense that this
language is ordinarily used, namely, a suit to
determine some question about which the parties
involved are mutually in doubt.

JuLy 28, 1916.

Use of Checks in France.

An interesting communication relating to the
more general use of bank checks in France is
contained in a report of Commercial Attaché
C. W. A. Veditz, printed in the Daily Bul-
letin of Commerce Reports dated July ‘10,
1916.

An extract from the report is given below:

The Banque de France is urging a more
general use of checks in France, where to-day
the checking system so well known in the
United States 1s hardly used at all. Practi-
cally all transactions are settled by passing
bank notes from hand to hand. This practice

‘has led to the issuance of both small and large

denominations of bank notes. For ordinary
daily purchases, ete., there are the 5, 10, and 20
franc notes, and for large transactions there are
the 1,000-franc notes. ’

In a pamphlet of explanations just issued by
the Banque de France the difficulties of the
present French system are well pointed out—
the risks of error in counting, the risks of loss
and of theft, and particularly the surcharging
of the fiduciary circulation of the country by
the fact that most everyone carries about in
his pockets either a few thousand or a few hun-
dred francs, representing for the whole of the
country a sum well up in the billions of francs
which 13 dead capital, unemployed. Then fol-
lows a full description of the use of checks as
known in America—opening of the account,
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issuance of check books, correct form of checks,
etc. One feature described in the pamphlet is
somewhat different from the American method:
In order to protect adequately the drawer of a
check that 1s to be sent through the mails to
another city, and therefore subject to special
risk of loss, the drawer can trace across the face
of the check two parallel lines (barres trans-
cersales), by Whiclll) sign, under the terms of
the new law, the check can be made negoti-
able only at a bank, which bank becomes re-
sponsible for any payment to a wrongful
holder.

In this connection if is interesting to note
that the French Minister of Finance announces
that hereafter payment made by the French
Government Willi be largely by check, and that
arrangements will be introduced whereby pri-

vate establishments can make payments to the-

Government by check.

Purchase of Brokers’ Paper.

The subjoined suggestions.for the purchase
of brokers’ paper are drafted by a hard-headed
and experienced banker who has submitted
them to the Board for its information. These
suggestions are not promulgated by the Board
as rules, but they are so evidently based upon
common sense and experience that they may
well be given a wide publicity:

Don’t be influenced by the “rate.” Of two
names of equal quality, of course take the one
that nets the better rate, but never subordinate
“quality” to “rate.”

Favor generally. the concerns dealing in
staples (such, for instance, as wholesale grocer-
ies, wholesale hardware, and wholesale dr
goods).in preference to those dealing in special-
ties or luxuries. ,

In manufacturing concerns also favor those
producing staples as against those producing
specialties, the sale of which depends on exten-
sive advertising and solicitation.

Avoid .dealers in articles which become
unseasonable or go out of style and which
would besubject to unusual and severe shrink-
age in case of trouble. .

Do not buy names which, on account of their
small size, are not justified in selling through
brokers.

53038—16—-2
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Endeavor to get names whose statements
show in excess of 2 for 1 to debt. DBut take
into consideration that in different lines of
business this proportion will justifiably vary.

Avoid names whose statement shows a large
amount of ‘“ bills receivable’’ (unless the nature
of the business is such that settlement is gener-
ally made by note), this condition indicating
that customers are slow in settling.

Where statements show “bills receivable,”
ascertain if the name is in the habit of dis-
counting its ‘‘bills receivable.”

‘Be careful of the very large concerns in small
towns and the small concerns in large cities, as
in neither case can you get proper local bank
‘“checking.”

Be careful of names whose business admits of
speculation.

In taking paper secured by warehouse
receipts, see to 1t that the collateral is stored in

{ public warehouses.

In case statements areé very old—10, 11, or 12
months—don’t buy (except the very highest
class risks) unless the Igroker' will furnish
ggures showing liabilities in detail at a recent

ate.

Watch crop conditions and do not buy
names located in or whose customers are
largely in districts where a-crop failure has
made collections slow or the business hazardous.

Do-not buy more than $5,000 of any name
except the very highest class risks. '

Insist'on a 10-day option on every bill,

Return paper invariably where anything
unfavorable develops in the investigation:

Do not renew notes without any additional
investigation.

Make a complete new investigation once a
year.

Let each name run off occasionally.

Do not take any paper because of the bro-
ker’s persistence.

Devote the proper amount of time to the
purchase of the note in the first instance and
get all the data you want from the broker at
the time of purchase. Also get financial state-
ment at that time so as to avoid delays.

Legitimate ‘“ receivables’ indorsed by a name
of good standing should be held in high esteem.

The effect of a mortgage on the plant or real
estate should be carefuﬁy congidered, if one
exists.

Periodically look up trade references.

Ascertain if the name gives personal indorse-
ments at its local banks or secures such paper



Digitized for FRASER

876

FEDERAL RESERVE BULLETIN,

AveusT 1, 1916,

by receivables or otherwise, in which event
insist on the same security. ,

Be careful in the case of names whose par-
ticular line of business is in a depressed con-
dition, and if you buy, be assured that the name
is strong enough to weather the depression.

Insist that broker furnish copy of three last
annual statements; compare very carefully as
to sales, profits, dividends, and net worth.

National Bank Deposits in the United States.

Very interesting figures showing the number
and increase of depositors in national banks in
the United States have been gathered by the
Comptroller of the Currency. The last figures
covering the number of depositors in such banks
were compiled six years ago. Those now given
are made up. from 7,538 banks, only 40 banks
having failed to make a return.

The number of depositors is 14,288,059, an
inerease of 6,597,591 over the number six years
ago, which was 7,690,468. The increase is 86
per cent. The Southern States show 121 per
cent increase, but the largest actual incredse by
geographical divisions is in the Middle Western
States. The Pacific States increased 117 per
cent, and the New England States 84 per cent.
Pennsylvania has the largest number of na-
tional-bank depositors and New York is next.
Of course, in preparing the statistics it has been
impossible to allow for duplication among de-
positors in such cases; for example, as when an
individual .carries more than one deposit ac~
count, or when a local national bank redeposits
some of the funds deposited with it in a larger
bank in some central city. The figures shown
can not, therefore, be taken as an absolute count
of individual national-bank depositors, but they
are at least fairly comparative.

The following statement on the subject was
given out by the Comptroller of the Currency:

The figures show an unprecedented increase
in the number of national bank depositors
throughout the country. The total number on
May 1, 1916, was 14,288,059, against 7,690,468
on June 30, 1910, the inerease being 6,597,591,
or 86 per cent,
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The largest actual increase, by geographical
divisions, was shown in the Midgile Western
States, which give an increase of 1,773,370
depositors, although the Southern States lead
in" the largest percentage of increase. The
number of depositors in the Southern States
June 30,1910, was 1,272,746. On May 1,1916.
this had been increased to 2,814,508, the
increase being 1,541,762, or 121 per cent. The
Pacific States increased 592,689, or 117 per cent.
The New England States show an increase of
388,923, or 84 per cent. The Western States
increased 668,517, or 82 per cent, and the
Eastern States show an increase of 1,629,651
depositors, or 68 per cent.

ennsylvania leads all the States in the
number of national bank depositors, reporting
2,021,878, an increase since 1910 of 762,738, or
60 per cent. New York shows the next largest

| number, 1,199,471, an increase of 529,616, or

79 per cent. Illinois comes third, with 847,637
national bank depositors, an inerease since
1910 of 376,910, or 80 per cent. Ohio ranks
fourth in the number otP national bank depos-
1tors, with 791,760, an increase of 321,076 since
1910, or 68 per cent. Texas comes next, with
658,774 depositors, an increase of 291,161, or 79

er cent. California follows, with 529,290

epositors, an increase of 294,729 since 1910,
or 125 per cent.

The State which showed the largest percent-
age of increase in the number of national bank
depositors was Tennessee, the increase in six
years being 251 per cent, or from 73,329 de-
positors in 1910 to 257,508 in 1916.. South
Carolina ranks next to Teunnessee. The na-
tional bank depositors in South Carolina in-
creased 217 per cent, or from 39,217 in 1910 to
124,423 in 1916. Oklahoma comes next to
South Carolina, with an increase of 188 per
cent, national bank depositors in Oklahoma
increasing from 108,475 to 312,826 in the
feriod named. In percentage of increase

daho ranks next with 169 per cent, the increase
in the number of depositors being 52,487. The
next largest percentage of increase is in Vir-
ginia, where the number of national bank de-
positors inereased 155 per cent, or from 149,306
in 1910 to 381,662 in 1916. The following
States, in the order named, show the next
largest percentages of increase: North Carolina,
152 per cent; Oregon, 151 per cent; West Vir-

inia, 146 per cent; Arkansas, 145 per cent;

labama, 132 per cent; Florida, 127 per cent;
Towa, 125 per cent. Other States in which the
number of national bank depositors more than
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doubled in the six years from 1910 to 1916
were: Montana, 123 per cent; Utah, 122 per
cent; Connecticut, 114 per cent; South Da-
kota, 112 per cent; Georgia, 108 per cent; New
Hampshire, 108 per cent; North Dakota, 107
per cent; Mississippi, 105 per cent; and Oregon,
105 per cent. The smallest percentage of in-
crease shown in any State was in Delaware,
where the increase was 1,393, or 5 per cent, the
next smallest being Rhode Island, with an in-
crease of 9,194, or 54 per cent.

Of the 14,288,059 deposit accounts in the
national banks of the United States, 305,699,
or 2 per cent, are carried in the national banks
of the central reserve cities of New York, Chi-
cago, and St. Louis. One million seven hun-
dred and seventy-eight thousand eight hundred
and nine, or 12 per cent, are with the national
banks in the other reserve cities of the country,
while the country banks report 12,203,551
depositors, or over 85 per cent of the total
number. -

Of the 14,288,059 deposit accounts, 9,494,289,
or 66 per cent, are demand deposit accounts;
4,793,770, or 33.6 per cent, are time deposit
accounts.

Of the 9,494,289 demand deposit accounts,
1,498,945 draw interest; the remaining 7,995,-
244 demand depositors collect no interest. Of
the 4,793,670 time depositors, all draw interest
except 132,652,

In the three central reserve cities, 78.9 per
cent of all depositors are demand depositors.
In the other reserve cities 66.6 per cent are
demand depositors. In the country banks
66 per cent of the total deposit accounts are
demand, the balance being on time.

The total number of deposit accounts on
June 23, 1915, as reported by all the State
banks (exclusive of mutual and stock savings
banks) and by all loan and trust companies
throughout the United States was 15,814,446.
It is therefore seen that the national banks now
have nearly as many deposit accounts as all the
State banks above mentioned and all the loan
and trust companies in the United States com~
bined in June, 1915, the time these figures were
last compiled in regard to them. )

From the above report it appeéars that in the
State of Pennsylvania there are 100 national
bank accounts for every 414 of population; in
Vermont, for each 483 of population; in Oregon,
for each 450 of population; and in Minnesota
and Towa there are about 100 national bank
accounts for each 480 of population.

http://fraser.stlouisfed.org/
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The New England States have 100 national
bank accounts for each 830 of population; the
Eastern States average 100 accounts for every
577 of population; the Southern States for each
991 of population; the Pacific States for each
579 of population; the Western States for each
574 of population.

Throughout the entire United States there is
an average of 100 national bank accounts for
every 704 of population. ‘

The population statistics used in these calcu-
lations are the estimated figures of July 1, 1915.

Commercial Failures in June.

Commercial failures in Federal Reserve dis-
tricts during the month of June, as compiled
by R. G. Dun & Co. for the Federal Reserve
Bulletin, continue to be less in number and in
respect to total liabilities than those for the
corresponding month in 1915. Failures for
June show a marked decrease in number and
total liabilities than for the month of May.
The total failures in June, 1916, were 1,227

- and the liabilities aggregated $11,929,341.

The figures, by districts, for June and of the
three previous years are given below:

|
) ! Number
District. 0 Liabilities.
failures.

124 | $1,129,407
199 | 2,509,669

55 532, 205
93 704, 632
71 437,730

68 | 1,466,823

28 152,872

68 448,232

78 546, 699

103 | 1,268 712

Total, 1916 1,227 | 11,929,341
1915, . 1,754 | 18,313,118

1,160 | 57,881,264

Effects of New Clearing System.

Many questions are being asked as to the
effects of the new clearing system. It is, of
course, much too early to make complete report
further than to.say that, generally speaking,
the clearing operations were started on July 15,
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with very little friction, and the number of
checks handled is increasing daily.

It will perhaps be interesting to the readers
of the Bulletin to note some of the statements
that have already been given out by the various
Federal Reserve Banks. The following brief
statements by officers of the New York, Chicago,
and Philadelphia Federal Reserve Banks are
therefore embodied.

Statement by Mr. R. H. Treman, deputy
governor of the Federal Reserve Bank of New
York, under date of July 15, 1916:

The banks have usually m .de arrangements
with each other for these col.ections, which in
many cases have not been entirely satisfactory.
The routes chosen have often been roundabout;,
thus necessitating a waste of time in collecting
the items, and some abuses have grown up in
connection therewith, so that these arrange-
ments have never produced a simple, compre-
hensive, and scientific plan, such as is now con-
templated by the plan inaugurated by the Fed-
eral Reserve Board.

There will be less money tied up in the mails,
and each community generally will probably
benefit by the retention in the local }l;anks.of
funds which have hitherto been transferred to
the larger cities as a necessary incident to the
existing collection arrangements.

Statement by Mr. C. R. McKay, deputy gov-
ernor Federal Reserve Bank of Chicago, under
date of July 18, 1916:

Under the new collection systern, which was
inaugurated simultaneously by the 12 Federal
Reserve Banks on July 15, the Federal Reserve
Bank of Chicago received from its members on
Saturday, the first day of the operation of the
new system, about 7,500 items, 3,500 of which
were checks on Chicago banks.

Indications are that member banks in the
reserve cities and other collecting centers of this
district will use the system actively, most of the
items being received from these banks. To-
day a large volume is coming in from other
Federal Reserve Banks in the adjoining dis-
tricts, namely, St. Louis, Minneapolis, and
Cleveland. There is also an increase in the
number of items coming from out-of-town
member banks, as many of them did not begin
mailing their items until the 15th instant.
Most of the items received from country banks
are drawn on Chicago. Some of the country

Federal Reserve Bank of St. Louis

themselves.

banks, however, have begun sending out-of-
town items.

Chicago banks are cooperating with the
Federal Reserve Bank by arranging to increase
gradually their deposits of checks. It is now
apparent that the collection system will be used
by all classes of member banks, but principally
by those in the reserve cities and collecting
centers. of the district.

Statement by Mr. C. J. Rhoads, governor
Federal Reserve Bank of Philadelphia, under
date of July 24, 1916:

The banks themselves have usually made
arrangements with each other for these collec-
tions, which in many cases have not been
entirely satisfactory. The routes chosen have
often been roundabout, thus necessitating a
waste of time in collecting the items, and some
abuses have grown up in connection therewith,
so that these arrangements have never pro-
duced a simple, comprehensive, and scientific
plan, such as is now contemplated by the plan
maugurated by the Federal Reserve Board.

There will be less money tied up in the mails,
and each community generally will probably
benefit by the retention in the local banks of
funds which have hitherto been transferred to
the larger cities as a necessary incident to the
existing collection arrangements.

This new collection system is only one of
many benefits which the operation' of the
Federal Reserve System will bring to the busi-
ness interests of the country, and which will
inevitably result in better and more scientific
banking methods. The country has already
benefited through the freedom from currency
panics which the Federal Reserve Act has
insured, and the greater stability in the supply
and cost of credit which the system is bringing
about.

In order to bring about this needed reform,
the national banks and the State banks, which
are cooperating with the Federal Reserve Sys-
tem, are called upon to forego the income from
‘““exchange”” charges which they have been
receiving for remitting for checks drawn upon
This will result in a general revi-
sion of the relations between the banks and that
class of depositors whose accounts have been
carried at an actual loss to the bank. These
depositors will undoubtedly be asked either to
keep their balances sufficiently large to com-
pensate the bank for the services rendered, or
o pay the bank a reasonable, though nominal,
sum for such services, so that the bank will not
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be required to perform any service at a loss.
Many bank depositors probably fail to realize
the items of cost in banking. For instance,
every check passing through the average size
bank costs from 2 to 3 cents to handle, and this
is typical of similar small items of expense
which have entailed some loss, the aggregate
of which is quite large.

The various changes made necessary in the
banks in the development of this banking sys-
tem, which is producing results so advantageous
to the country, have entailed upon the member
banks some losses of revenue, and the business
community should properly be expected to
share the cost of the evolution of the system.

New National Bank Charters.

The Comptroller of the Currency reports the
following increases and reductions in the num-

ber of national banks and the capital of

national banks during the period from June 24,
1916, to July 21, 1916, inclusive:

Banks
New chartersissued to....covveeniioine.. 10
With capital of.. ... ...l $650, 000
Increase of capital approved for.......... 10
With new capital of............ooiiiLL 1, 040, 000

Aggregate number of new charters and banks
increasing capital.... reeeeeeeaa.. 18
With aggregate of new capital authorized. ....

Number of banks liquidating (other than
those consolidating with other national

Capital of same banks. ... ...... ... ......
Number of banks reducing capital......... 2

Reduction of capital . . . ... .. .. ... ... . 150,000

Total number of banks going into liquida-
tion or reducing capital (other than those
consolidating with other national banks). 14
Aggregate capital reduction.............. .. .. 1, 050, 000
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900, 000

The foregoing statement shows the aggregate of

increased capital for the period of the banks

embraced in statement was................ $1, 690, 000
Against this there was a reduction of capital

owing to liquidations (other than for consoli-

dation with other national banks) and reduc-

tions of capitalof. . . ... ... ... o illlL. 1, 050, 000

Net increase. . ...... e 640, 000

Fiduciary Powers.

Applications from the following banks for
permission to act under section 11 (k) of the
Federal Reserve act have been approved by
the Board since the issue of the July Bulletin,

as follows:
Districr No. 3.

Trustee, executor, administrator, and registrar of stocks
and bonds:
Dubois National Bank, Dubois, Pa.

District No. 6.

Trustee, executor, and administrator:
Peoples National Bank, McMinnville, Tenn.

Disrricr No. 7.

Trustee, executor, administrator, and registrar of stocks
and bonds:
Des Moines National Bank, Des Moines, Iowa.
Trustee, executor, and administrator:
First National Bank, Le Mars, Jowa.

Disrrict No. 8.
Executor and administrator:
Merchants-Laclede National Bank, St. Louis, Mo.
Disrricr No. 10.

Trustee, executor, and administrator:
First National Bank, Decatur, Nebr.

Districr No. 11.

Trustee, executor, administrator, and registrar of stocks
and bonds:
Central National Bank, San Angelo, Tex.
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GOLD SETTLEMENT FUND.

Gold held in the Gold Settlement Fund and
Federal Reserve Agents’ Fund reached a new
high point on July 6 when the aggregate of the
two funds was $168,500,000. Heavy with-
drawals have since been made by the Federal
Reserve Banks in order to make payments
to the Treasury on account of withdrawal of
Government- deposits, the total amount thus
handled through the fund between July 10
and July 20 having been $34,500,000, which
included repayment by the Federal Reserve
Banks of Richmond, Atlanta, and Dallas of
the $15,000,000 special deposit placed with
them in September, 1915.

Amount of clearings and transfers, Federal Reserve Banks,
Jrom June 28, 1916, to July 20, 1916, inclusive.

[In thousands of dollars.]

eleaggés. Balances.|Transfers.
Settlement of—
June 29, 1916. . ... iii i, 72,996 6,379 2,527
July 6, 1916, . .omeoi o 76,955 | 16,207 1,550
July 13,1936, ... .. ...l .lo.. 67,203 6,795 3,327
TJuly 20, 1916 DR 75,779 5,884 1,660
Total........ 292,933 | 35,265 9,064
Previously reported. -j 1,395,073 | 148,571 60,052
Total since Jan. 1, 1916.......... 1,688,006 | 184,836 69,116
Total for 1915 (mcludmg trans-
e P R 1,052,649 [........ ool
Total transfers, 1016. ............ 69,116 |... . .. ..coaoo..
Total clearings and transfers,
May 20, 1915, to July 20, 1916..] 2,809,771 [.._....._..|..........

Deposits and wzthdrawals by Federal Reserve Banks.and Federal Reserve Agents, and where made, Jan. 1, 1916,
to June 30, 1916.

[In thousands of dollars.}

Federal Reserve Bank and Federal Reserve Agent.

Treasury, Subireasury, Boston. New York.

or Mint, at—

Philadelphia.

Cleveland. Richmond. Atlanta.

Debo§
ited.

With-

Depos-
drawn.

ited.

Depos-
ited.

With-
drawn.

Depos- 1
ited.

With-
drawn.

With-
drawn.

Philadelphia....
‘Washington....
Chicago
New

TIOADS e v v meaienannds

Federal Reserve Bank and Federal Reserve Agent.

Treasury, Subireasury, or Mint,_ at— | St. Louis. Minneapolis. Kansas City. Dallas. San Francisco. | By all banks.
Depos-| With- | Depos-| With- | Depos-| With- |Depos-| With- |Depos-| With- | Depos- | With-
ited. |drawn.| ited. |drawn.| ited. | drawn. | ited. | drawn. | ited. |drawn.| ited. |drawn.

Boston...
New York.
Philadelp)
Washington
Chicago....
St. Lonis. ..
New Orleans........... ...
San Franciseo..e.creeeicienreenuannne

96,610 ; 75,720
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Summary of deposits and withdrawals to June 30, 1916.

{In thousands of dollars.]}
Total from May
May 20, 1915, to Jan. 1, 1916, to
Dée. 31, 1915.1 Tune 30, 1916. 20 1915, to June
), .
Treasury, Subtreasury, or Mint at—
Depos- | With- | Depos- | With~ | Depos- | With-
ited. drawn, ited. drawn. ited. drawn.
5T ¢ R 3,230 |.ieveennnn 4,500 2,000 7,730 2,000
New YOIk ..o it it creiin ittt et 87,000 |.......... 56,000 f.....o.... 143,000 {..........
Philadelphia. .. couiniiii i ittt 12,560 | 7,000.5 2,500 | 22,510 15,060 | 29,510.5
CINNAbE. .. ittt 1,500 Jeecimeaviilonennineid]onaeiias ;500 {oa.aenl.s
WashIngton . .. oot iteiet e naeeceaas 21,890 | 1,650 5,600 | 34,220 27,490 | 35,870
L 11 T 13,430 | 2,000 24,800 §.......... 38,230 , 000
SE. LOTES + - eeeeenmennenacneeneanaamansaneaenaanaanaaaanranaaarananaaneas 6,700 | 2,025 2,780 10 9,480 | 2,035
INEW OTIBHNS . . e neeemeanmreaasennsassanasneasanaaneaneansseaaneanasanaann 3,510 | 7,810 430 | ennnss... 3,040 | 7,810
San FraneiSe0. .o vvvvrernveaieniieracnnnaseasacnanenonnsesennnnas 10,380 ,000  d.....o.... 16,930 10,380 | 21,980
D OIIVET ca e et eteee e e ieeestnaccianontontacenaacnsansmsssrcseossassesnasanssargos|sanasenaes FZ 0 I R A
e S SRR 160,200 | 25,580 96, 610 75,720 | 256,810 | 101,300
Balance in gold settlement fund, June 30, 1916. ... .. cveivinienninennanann 112, 930
Balance in Federal reserve agents’ fund, June 30, 1916 42, 580
N S USRS TUSSUPPPRTRTNROE JPUPUSN SPRPRPI IPEUPUE AP NP 256, 810
L For detailed statement see Federal Reserve Bulletin, vol. 2, No. 2, p. 61.
Changes in ownership of gold.
[In thousands of dollars.]
Total change from
To June 22, 1916, From June 23, 1916, to July 20, 1916.1 May 20, 1915, to
July 20, 1916.2
Balance
Federal Reserve Bank of— to eredit
’ June 22,
1916, plus| Balance )
Decrease.| Increase.| net %e- July 20, } Decrease.; Increase. | Decrease.| Increase,
posits .
of gold
sinee that
date.
B0 71) « P SRS P 8,700 | 7,430 16,052 |.......... 8,622 .eeiainnnn 17,322
NOW YOIK et cvecaiaaracaacaeaacanacans 135,045 |-veeves.-n 30,955 6,010 24,945 |.......... 159,990 |..oev.n...
Philadelphif. ... ccvuemeserienininiiimmareareeesranracesuaecafonaeccanas 32,527 | 3,017 12,275 loo........ 8,858 [ceveerenns 40, 885
ClOVOIANA. o ieeneeareeeeasnnncaaseanearsceansescssncaassosloanonnanan 10,792 | 13,152 {11,161 {..........] O 9 f........l 10,801
RICHIIONA - - - - o o oo oe e easaeveaeeesameanennenannnsaaanalenaaneaan- 13,083 | 9,953 | 11,321 [.......... 1,368 |ooceeenn-. 14,451
P8 E Y1 1 NP P 15,002 392 ,040 foiol.... 1,548 [.o........ 16,550
Chicago......... 22,048 |..ononnn... 5,562 ,832 ... 2,270 | 20,678 |..........
8t. Louis. ..... I ST 11,034 | 6,304 5,649 745 [ et 10, 289
Minneapolis PN MR 6,228 | 5,628 4, 608 1,020 |oeeeonneloeaanns 5,208
KATISAS CIbY wr e eeme e aeaanmnaae e noaemmamaanssasmnanaann | aneaenann 14,313 | 7,180.5 | 1L,710.5 |-euenvn... 4,530 |e0eunnnnnn 18,843
Dallas. cverenneennnnn RSSO AR 14,132 | 4,004.5 | 4,540.5 oo, 536 loceennnn. 14, 668
SN FralCISCO . v e reaenaacaaeaeaeecniorancntiossnsanananes|anaaaanaa 32,182 6,752 6,221 552 1 P P 31,651
TOEAL. < e eea e ee e e e e ta e aeannn 157,993 | 157,903 | 99,320 | 99,320 27,241 | 27,241 | 180,668 | 180,668
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1 Changes in ownership of gold during period June 23, 1916, to July 20, 1916, equal 9.02 per cent of obligé,tions settled.
¢ Total changes in ownership of gold egunal 6.43 per cent of total obligations seftled.
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Summary of transactions for week ending. June 23, 1916, to July 20, 1916°

[In thousands of dollars.}

. T 96, |Change in own-
Balande Gold. Transfers. Settlement of June 29, 1916. une ; » | ership of gold.
" last state- balance in -
Federal Reserve Bank of— ment, June i 1o ot | Totat | Tora | es iulnd after 5 -
22, 1916. ith- | Depos- : : @ ota/ otal () clearing. e- -
’ * ldrawn.| ited. | DePit. | Oredit.| gopies | debits. | credits.) credits. crease. | crease.
2200170 « S N 14,430 14,777 |........ 347
New York. . 2,955 3,927 2,028 |........
Philadelphia 13,167 15,553  |........ 2,266
Cleveland...... 11,302 11,343 [o....... 41
Richmond.. 14,493 14,751 192 |........
5,392 5,389 3 feeeen.n
4,562 9,630 |........ 1,568
6,494 4,655 1,839 |........
5,628 5,620 1.l 0 1
8,180.5 9,325.5 |..on.n... 1,145
9,154.5 9,102.5 |........
10,152 391 8,798 1,354 oenennn
105,910 6,379 | 72,996 | 72,996 | 6,379 | 112,880 5,416 5,416
Gold Transfers. Settlement of July 6, 1916. Change in own-
lBa.lance ’ Jﬁr 6,1916,| ership of goid.
ast state- alance in
Federsl Heserve Bank of~ mze!)nt’ Jlune With- | D, Net | Total | Total | Net fu1nd T D . I
1916, ith- | Depos- s N e 0 o 5 clearing. e- n-
! rawn. | ited. | DePit. | Oredit.} gopics | debits. | credits.| eredits. crease. | crease.
BOSION. ¢ eeenrnrenerncanannanenes 6,070°) 10,860 | 4,790 | 16,667 |........ 4,806
New York..ieoeoioeeeioeedonaaaas 26,297 | 11,131 {........ 4,761 14,166 |........
Philadelphia 8,764 | 12,127 | 3,363 | 18,916 |........ 3,363
[37: 65 o 1,994 | 3,156 | 1,162 12,455 |........ 1,162
6,804 | 7,499 605 | 15,666 |........ 605
1,678 | 2,689 | 1,011 ,400  |..o.... 1,011
12,612 | 11,571 |........ 9,939 691 [........
8202 | 9,615 | 1,323 5,878 fieceo.n. 1,323
124 522 398 5,717 ..., 148
3,573 | 4,834 1,261 | 10,586.5 |........ 1,261
428 | 1,367 939 10,021.5 J........ 939
220 | 1,584 | 1,355 1953 |.eno.... 155
......................... 76,955 | 76,955 | 16,207 | 126,020 14,857 | 14,857
Gold. Transfers. Settlement of July 13, 1916, Chéuges in own-
IB%Iatnce ’ ng 13,1916, ership of gold.
: ast state- alance in
Federal Reserve Bank of— ment, Tuly W~th . e [ oot | momt | oo mln d after - o
ith- | Depos- s . @ otal | Tota. 3 clearing. e- -
4 dravn. | ited. Debl’t. Credit. | gepits. | debits. | credits.| credits crease, | crease.
20 2 20,193 ........ 3,526
New York.. 11,133 5,894 [........
Philadelpbia.. 16,200 |........ 1,654
Cleveland... 11,898 507 |........
Richmond.. 15,398 678 [.enn-...
Atlomta. .. oooeeeniiiiiiii 1,504 |.oecs... 104
Chicago. 11,016 423 [........
St. Louis. . 5,997 l....... 119
Minneapolis , 657 120 [........
Kansas City.. 11,538.5 |........ 952
Dallas..ceovorimniiiiitonnanaiL.. A 9,758.5 243 |eeeenn.n
San Franciseo....coeeeeeanianaiaia. 8, 10,463 |........ 1,510
Total..oveeeiieinianenanennn. 126,020 118,490 7,865 7,865
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Summary of transactions for week ending June 23, 1916, to July 20, 1916—Continued.

: Changes'in own-
Balance Gold. Transfers. Settlement of July 20, 1916. 3%31,620’ ership of gold.
)y
Federal Reserve Bank of— thaésgts,t?ﬁ- balance in -

y
13,1916, | With- | Depos-

fund after
: : Net | Total | Total | Net De-~ In-
drawn. | ited. Debit. { Credit

debit. | debits. | eredits.| credits.| °€2TN&- | creage. | crease.

'\
118,490 | 29,560 | 10,390 | 1,660 | 1,660 | 5,884 | 75,779 | 75,779 | 5,884 | 99,320 | 6,132 | 6,132

1 Overdrawn.

Federal Reserve Agents’ Fund—Swmmary of transactions, June 23, 1916, to July 20, 1916, inclusive.

[In thousands of dollars.]

Week ending June | Week ending July - 5 Week ending July
anozs |- 29, 1916, 6, 1016, Week ending July 13, 1916. 20, 1916
Federal Reserve Agent at— une 22,
)
balance. e . - : .
With- With- With- Depos- With- i
drawn, Balance. drawn. Balance. drawn. ited. Balance. drawn. Balance.
Philadelphi..eeeeseiineniiainnann. 3,410 120 3,290 100 3,180 200 3,360
RICAIMONGA. -« e ceeeneeeaaeinaaen 5,000 100 4,900 200 4,700 150 4,550
Atlanta. ceneeeienimiiieniii i 13,450 450 13,000 f.......... 13,000 ....o..onliaeeoill 13,000 |l oL..s 13,000
ChiCAEO0. v coeneneviiaramacaienaannns 3,310 I.......... 3,310 .......... 3,310 . 3,310
Bt LoMIS. o e meee i i 3,650 |.......... 3,650 100 3, 550 . 3,550
Minneapolis. ... 1,350 {.ooaao... 1,850 {.oenn.... 1,350 . 1,350
XKansas City.... , 700 200 3,500 |.......... 3,500 . 3,500
LY T N 630 100 530 {.ioeei.ns 5307 100 M..........| 430 |.......... 430
SN FTADCISCO ¢ v v enmennceneaameanaeanans 9,350 |..oeeenno. 9,350 |.......... 9,350 9,250
BN 0] 2 Y PN 43,850 970 42, 880 400 42,480 42,300
DISCOUNT RATES.
Discount rates of each Federal Reserve Bank in effect Aug. 1, 1916.
Agricul Trade acceptances.
e | Maturities | Maturities | Maturities y Paper
Maturities tural and Com- D
of 10 days of over 10 | of over 30 | of over 60 live-stock modity bought
and less. | %030 4838, | to 6{) days, ; to 9{) 428, | saner over | To 30 days, | To 60 days, | Over 60 to T | In open
inclusive, | inclusive. | inclusive. % days. inclusive. | inclusive, is])i)ch;dg%sé market.
BOStOMa s cecaeeannaaann 3 33
New York. 3 4
Philadelphi: 3% 4
Cleveland .. 3} 4
Richmond. . ..coocoiiaifarnnaaniaos 4
Atlanta. ..o foiiiaiii 4
Atlanta (New Orleans
LY %1701 YN PP
Chicago...conuevneennnn 3% 4
St, Louis. 3 4
Minneapolis.........ooufeemvaiaeen.. 4
Kansas City 43 4%
Dallas.  cecrieninioe v 4
San Franeisco 3 3%

1 Rate for commodity paper maturing within 90 days.
2 Rate for bills of exchange in open market operations.
s Rate for trade accsptances bought in open market without member bank indorsement.
4 A ate of 2 to 4 per cent for bills with or without member bani indorsement has been authorized.
5 Rate for commodity paper maturing within 30 days, 3% per cent; over 30 to 60 days, 4 per cent; over 60 to 90 days, 44 per cent; over 90 days,
5per cent.
v Nore.—Rate for bankers’ acceptances, 2 to 4 per cent.
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EARNINGS AND EXPENSES OF FEDERAL
RESERVE BANKS FOR THE SIX MONTHS
ENDING JUNE 30, 1916.

Aggregate earnings of the Federal Reserve
Banks for the six months ending June 30, 1916,
were $1,824,436, while total current expenses for
the same period were $1,019,926.20. The latter
figure includes, besides the expenses of opera-
tion, $836,519.08, also the cost of Federal Re-
serve notes issued by the banks, $26,941.59, the
expense of exchanging Federal Reserve notes
between banks and of shipping unfit notes to
Washington for destruction, $2,078.13, the cost,
including taxes, of Federal Reserve bank notes
issued by the banks, $2,698.24, and the amorti-
zation and depreciation charges aggregating
$151,689.16 for the six-month period.

Total earnings for the first six months exceed
by $804,509.80 aggregate current expenses for
the period, the excess earnings being at the
yearly rate of about 2.9 per cent on an aggre-
gate paid-in capital of $54,854,000, reported as
at close of business on June 30, 1916. On page
373 of this number are given the rates of the
excess earnings of each bank for the six months
ending June 30, also the rates separately for
each of the months of May and June of the
present year.

Combined earnings for the second quarter
of the present year were 40 per cent in excess
of like figures for the first quarter, while excess
earnings for the second quarter were more
than double those reported for the first quarter
of the present year.

Of the total earnings for the six months, 26.3
per cent, compared with 34.2 per cent for the
first three months of the present year, was
from bills discounted for member banks;
24.7 per cent, as against 19.6 per cent, from
United States bonds and notes; 23.4 per cent,
as against 20.2 per cent, from bills bought in
the open market; and 19.6 per cent, as against
20.5 per cent, from municipal warrants. The
remainder, about 6 per cent, represents com-
missions earned on acceptances and warrants
bought for other Federal Reserve Banks,

http://fraser.stlouisfed.org/
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profits from exchange operations, also from
the sale of United States bonds and notes, etc.

The largest relative increase as compared
with the earnings for the first quarter of the
year is shown in the earnings from United

"States bonds and notes, while the largest rela-

tive decrease is shown in the earnings from dis-
counts. The most recent change in the sources
of the banks’ earnings may be seen from the
percentages of the several classes of earnings
for the month of June, which were as follows:
30.5 per cent from bills bought in open market;
29.2 per cent from United States bonds and
notes; 20.1 per cent from bills discounted; and
14 per cent from municipal warrants.

These percentages vary by banks and groups
of banks. Thus, over 80 per cent of the com-
bined 6-month earnings of the three southern
banks came from bills discounted, as against less
than 3 per cent in the case of the three eastern
banks, and about 25 per cent in the case of
the four banks in the Middle and North West.
Nearly 60 per cent of the total earnings of the
Boston bank and over 45 per cent of the earn-
ings of the New York bank were from bills
bought in the open market. On the other hand,
the southern banks report only about 4 per cent,
and the four western banks about 17 per cent,
of their total earnings from this class of trans-
actions.

Next to New York, Cleveland reports the
largest earnings from municipal warrants,
these earnings constituting over 40 per cent of
the bank’s total earnings for the six months, as
against 37 per cent in the case of the New York
bank. The four western and the San Francisco
banks derived between 35 and 45 per cent of
their total earnings from United States Gov-
ernment securities, while of the combined earn-
ings of the three eastern banks only about 15
per cent proceeded from this source.

Of the total expenses of operation for the
six months, over 28 per cent went as compen-
sation to bank officers and over 25 per cent as
salaries to the clerical staff of the banks, these
percentages remaining fairly constant from
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month to month. The total amounts paid
during the six months by the banks for the sup-
port of the Federal Reserve Board were $109,-
973.20, or over 13 per cent of the total ex-
penses of operation of the banks. Rent con-
stituted about 9.3 per cent of total operating
expenses, other items of importance, in the
order of their volume, being postage, printing
and stationery, and directors’ fees.

The total current expenses are exclusive of
$47,358.92, expended in the purchase during
the present year of additional furniture and

http://fraser.stlouisfed.org/
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equipment, Chicago and New York reporting
the largest figures; and of $77,063.56 paid for
the printing and shipping of Federal Reserve
notes. Over 40 per cent of this expenditure is
reported by the New York Federal Reserve
Bank.

In continuation of similar figures published
in previous issues of the Bulletin there are pre-
sented below detailed data of earnings and
expenses of each Federal Reserve Bank and the
system as a whole for the first six months of
the present calendar and fiscal year.
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FEarnings and expenses of each Feéderal Reserve Bank of the system as a whole for the six months ending June 30, 1916.

EARNINGS.
Adanta
Phila- : ncucing 1one . | Minne- | Kansas San Fran-
Boston. | New York. delphia. Cleveland. | Richmond. 011\-{2;; s Chicago. | St. Louis. apolis, Cty. Dallas. elseo. Total.

branch).

Billsdiscounted—members...| $4,153.48 ( $6,187.38 | $7,800.44 | $7,082.61 ($120,674.42 | $77,125.65 | $52,980.30 | $16,597.37 | $21,594.35 | $51,117. 62 (8102,729.45 | $11,155.31 | $479,198.38

%mls lzoug}}t in open market. .| 100, 650.27 | 157,346.56 | 53,990.32 | 19,487.75 5,169.93 9, 436. 0: 26,305,53 1 15,127.48 'y 2 62.50 | 22,236.27 | 427,616.70

nvestments: : :
United States bonds and .

notes.. 22,727.74 | 33,336.26 | 39,487.48 | 55,662.83 | 15,393.95 | 12,871.85 | 87,573.87 | 81,325.43 | 28,268.03 | 72,834.80 | 21,246.68'| 30,530.44 | 451,259.34

Warrants 38,582.62 | 127,237.11 | 36,862.12 | 55,675.38 1,296.69 884.93 | 40,250.52 | 11,638.91 | 17,869.70 , 579.84 189.01 | 19,363.00 | 358,429.83
Commissions re - 3,800.91 | 19,297.56 f..cuiiuiiiin]emminiinnies]ainenninans 1,503.77 [cenieenan i erae i ea et 24,692, 24
Amortization of apprec .

on United States bonds. ...|-ooooeooonu]onanieaa il D e 16,872.08 . 16,872.08
Sundry profits....... 2,675.39 1,249.64 ) 14,116.36 25,548.10 2,368.56 498.77 66,367.43
Total.. 172,680. 41 | 344,654.51 | 152,256.72 | 138,085.99 | 142,554.70 | 106,708.06 | 232,658.32 | 84,545.30 | 79,523.67 | 158,284.13 | 125,512.59 | 86,971.60 |1,824,436.00
CURRENT EXPENSES.
Expenses of operation:

Assessment _account of

expenses of Federal Re-

serve Board............ $10,316.30 | $22,110.40 | $10,538.80 | $11,876.30 | -$6,707.60 | $4,844.00 | $13,408.40 | $5,565.00 { $5,100.10 | $6,075.60 | $5,545.20 | $7,885.50 | $109,973.20
Federal Advisory Coun- ' \

cil (fees and traveling .

OXPENSS) . ceerennncnens 206.00 512.50 153.00 204.32 150.00 176.34 452. 40 150.00 405.75 221.45 150.00 150.00 3,021.76
Governors’ conferences.. . 671.01 2,706.19 596. 14 774.61 1,107.13 749.20 740.37 1,080. 44 978.05 896. 14 931.38 1,818.04 13,098.70
Federal Reserve Agents’ ’

s cionﬁerences ............. 77.84 215.65 47.69 184.00 (200 T 35 T RN 103.11° 129.69 132.25 332.40 396.81 1,688.88

alaries—
Bank officers. ......... 16,749.90 | 39,399.84 | 19,000.00 | 19,375.00 | 15,253.07 | 15,304.14 | 25,500.00 | 23,349.00 | 12,999.96 | 12,522.97 | 16,929.12 | 19,800.00 | 236,183.00
glerig}ail stg.... el 9,577.63 | 45,421.99 | 16,897.34 | 13,777.02 | 13,566.33 | 16,282.74 | 25,332.10 | 16,899.75 | 10,106.68 | 17,836.50 | 13,209.30 | 11,074.05 | 209,981.43
pecial officers an
WatChMen.eee s coeenfereeneanonn 3,685.00 2,997.07 205.00 303.33 1,611,00 2,531.00 810.00 692. 50 255.00 914. 66 | 60.00 14,064. 56

Di A%l other............. .. 1,336.51 [.eneaoionns 43.20 814.65 |.....ocaionn 1,704.27 600.00 §............ 728.47 932.83 |.cneannnn. . 6,159. 43

irectors— .

Fe0S. . ouneiaaaaan 1,790.00 2,325.00 1,630.00 890.00 1, 620,00 1, 410.00 1,060. 00 2, 450.00 1,570.00 1,970.00 880. 1,040.00 18,635.00
Per diem allowance... 470.00 690. 00 510.00 490.00 860.00 950.00 400.00 560.00 450, 1,225.00 620. 00 220.0 7,445.00
Traveling expenses... 336.35 840.00 461.74 610. 84 1,179.00 1,114.20 510.00 633.90 695. 90 1,902.47 853.85 |..iieniannns 9,138.25

Officers and clerks trav-

eling expenses (less

amounts included in

Governors’ and Federal

Reserve Agents’ con-

forences)easeeeccecienn-s 1,056.53 | 1 —196.33 221.07 343.71 231.86 627. 60 453.15 122.80 497.49 315. 64 532.14 665.15 4,870.81
LegalfeeS.«..ccccouomnan. 1,000.00 {.oceeouennns 1, 500.00 1,000.04 725.00 300.00 ,271.17 e 750.00 300. 00 1,222.40 1,814.67 9,883.28
Rent...oooooemeiiiiiae.. 6,250.02 | 20,370.00 | 4,249.981 3,035.11 2,975.00 6,004.00 | 13,287.50 7,7258.57 | 2,500.02 4,249.98 |........... 6,924.00 77,571.18
Telophone..weeeaeeraaee.. 554.41 701.60 539.43 492. 84 173.66 164. 56 627.42 390. 56 271.70 201.4 444.75 229. 56 4,881.92
Telegraph.ceeeevneenennn. 35.95 250. 35 18.00 108.21 93.81 226.06 150. 33 90. 06 98.47 191,58 317.35 197.28 1,777.45
POSEAZO. - e cienaennns 87.64 | 8,881.93| 1,657.52 | 1,608,62; 2,010.08| 1,802.02, 3,026.35| 2,572.98| 2,023.32| 4,663.04 | 1,328.23 862.83 |  26,384.56
EXpressage....ccoc.eamn. 11,59 48.9 680. 3 8. 657.3 2.32 299, 470. 67 230.98 713.02 2,451,93 67.26 5,642.06
Insurgnce and premiums . -

on fidelity bonds....... 709. 63 977.84 1,099. 47 1,113. 46 94,61 675. 89 2,157.36 1,103.30 1,048.10 708, 60 238.25 1,040.16 11, 566. 67
Light, heat, and power... 518,25 |.oenvcnene.e 663.13 |........... 595, 61 85.67 888,57 |- aeoiaieini|ienninaanan 584, 50 778.52 152, 40 4, 266, 65
Printing and stationery.. 920. 97 6,310.38 1,678.23 1,773.23 1, 551. 08 1,619.13 2,281, 44 1,888.78 1,001.03 2,574, 80 1, 589. 69 1,645, 76 24,834.52
Repairs and alterations. . 165.37 28,37 38,10 34.5 15,7 182.30 230. 162. 101. 45 176.96 50.74 450, 9 1,627.35
All other oxpenses, n.s...| 3,158.47 | 12,252.82 1,668. 40 430, 33 1,559.28 2, 795,68 4,277.71 1,187.55 911, 26 2,410.20 3,259. 36 1,126, 41 35,037.47
Less amounts transferred .

to transit department. .. ... . .o joaiaiiaaait. 1—760.78 [oerenieniif i D 152171l (RSO U FORRR RN NPT SRR P URPN 1-1,214.05

Total expenses of oper- . .

ation................. 55,423.86 | 163,868.97 | 66,684.63 | 58,468.84 | 52,313.67 | 56,563.58 | 100,580.22 ( 67,015.84 | 42,562.45 | 60,945.60 | 53,561.60 | 57,620.82 | 836,519.08

Federal Reserve Bank of St. Louis
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Cost of Federal Reserve notes
issned by bank (including .
expressage, insirance, ete.)..j  $3,762.80 | $15,520.00 §920. 00 $765.07 £900. 00 $39.05 |............ Careereneas $646. 82 $666.86 | $1,615.13 | $2,105.86 | $26,941.59
Miscellanegus charges ac-
count Federal Reserve notes. ..ou.ueeeefovereunerufinnincennans 632,45 o e SLATLGY | e 274.07 2,078.13
Cost of Federal Reserve Bank
notes issued INCIuAIng taXeS foovueenaenererareniia|ovireonroiaimmriiiciii i e[l 2,698.24 |...iiiiieaiiiaanaa, 2,698, 24
Aimortization charges:
Federal Reserve notes....|............ 9,999.96 |....ooennnn. 1,802.97 [coeeemanna]oareniemsnenmanenunnuns 2,424.00 4, 800. 00 2,761.08 ... ....... 1,454.76 23,242.77
All other organization ex-
POHISES -« ceeennnnennnnn 8,650.86 | 18,083.70 | 7,879.26 | 11,690.11 |... ... oo feeiiiiiioidiii. 21,262.32 | 3,600.00 | 13,242.72 |..._........ 11,271,241 95,680.21
Depreciation on furniture and
SQUIDIMON - e veenennnrnnns 3,000.00 | 2,608,02 | 1,943.63| 1,820.10 [............ 2,250.11 | $15,000.00 | 1,645.32 | 2,400.00 | 2,000.00 {...eooeiiii{eaiaiiann. 32,766. 18
Total current expenses.| 70,837.52 | 210,170.65 | 77,427.52 | 75,188.54 | 53,213.67 | 58,852.74 | 115,580.22 | 94,419.09 | 54,000.27 | 82,314.50 | ' 55,176.73 | 72,726.75 [1,019,926.20
Excess of earnings over cur-
rent exXpenses. ... .........n 101,842.89 | 134,483.86 | 74,820.20 | 62,807.45 | §9,341.03 | 47,855.32 ; 117,069.10 2 —~9,873.79 | 25,514.40 | 75,969.63 | 70,335.86 | 14,244.85 | 804,509.80
Per cent of capital paid in ’
June 30, 1916, .. .coeo ol .. 4.1 2.4 2.9 2.1 5.3 3.9 3.5 2.7 2.0 5.1 5.3 .7 2.9
COST OF FURNITURE AND EQUIPMENT, INCLUDING VAULTS.
Balance asreported on Jan. 1, .
2 [ P -.--] $9,595.24 | $26,980.36 | $18,491.31 | $20,187.08 | $9,500.00 | $6,228.92 ) $23,000.00 | $20,346.13 | $54,159.64 | $41,828.85 | $33,255.41 | $6,422.59 | $269,995.53
Additional purchases during
6 months ending June 30,
1916, it 3,201,14 | 11,546,44 2,001, 50 157. 69 193.30 1,136.60 | 16,207.73 9,306.77 839.19 961. 48 1,807.08 .....oo..... 47,358,92
Total.....ooounnn ----| 12,796.38 | 38,526.80 | 20,492.81 | 20,344,77 9, 693. 30 7,365,562 | 39,207.73 | 29,652.90. 54,998.83 | 42,790.33 | 35,062,49 6,422.59 | 317,354.45
Depreciation charged during
6 months ending June 30, . .
B N 3, 000. 00 2,698. 02 1,943,63 1,820.10 |..oennnenn.s 2,250.11 15, 600. 00 1,645.32 2,400, 00 2,000.00 |...oomniineiiiiia 32,766.18
Balance July 1,1916....| 9,796.38 [ 85,828.78 | 18,549.18 | 18,515.67 9,693.30 5,115,41 | 24,207.73 | 28,007.58 | 02,508.83 | 40,790.33 | 35,062.49 6,422.59 | 284,588.27
COST OF UNISSUED FEDERAL RESERVE NOTES.
Balance asreported on Jan. 1,
1916 e eeaaizaaaaannn- $38,633.35 (5232, 086,79 | $43,172.04 | $42,757.61 | $17,368.34 | $9,502.36 | $60,380.06 | $22,363.46 | $19,932.85 | $11,252.52 | $9,924,60 | $34,914.91 | $542, 288.89
Additional cost of Federal -
Reserve notes for 6
months ending June 30, .
. 580.32 | 31,178.65 187.60 253. 76 3,883.58 5,395.78 | 12,69L.01 |............ 240.00 | 11,137.77 3,898.15 7,616, 94 77, 063. 56
Total......ocoooenuin.. 39,213.67 | 263,265.44 | 43,350.64 | 43,011.37 | 21,251,92 | 14,808.14 | 73,071.07 | 22,363.46 | 20,172.85 | 22,390.29 | 13,822.75 | 42,531.85 | 619,352.45
Cost of Federal Reserve notes )
issued and charged to cur-
rent expenses during 6 .
months ending June 30,1916 4,262.80 | 15,520.00 920,.00 765. 07 900, 60 39.05 |oooiviinii i 646. 82 666. 86 1,615.13 2, 105. 86 27,441, 59
Balance July 1, 1916....] 34,950.87 | 247,745.44 | 42,439.64 | 42,246.30 | 20,351.92 | 14,859,090 | 73,071.07 | 22,363.46 | 19,526.03 | 21,723.43 | 12,207.62 | 40,425.99 | 591,910.86
1 Credit. 8 Deficit.
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Recapitulation showing earnings and current expenses, by months, from January to June, 1916, for each Federal Reserve Bank and the system as a whole.

[In thousands of dollars.}

(g&t]xa.xg;_a
Phila- . meucing . : Min- Kansas San
Boston. |New York. delphia. Cleveland. | Richmond. 011\‘{::1'1 . Chicago. | St. Louis. neapolis. City, Dallas. Erancisco. Total.
branch).
Eamin'gs:
21 31 15 16 24 24 33 9 12 17 18 8 228
23 41 14 17 22 15 31 11 11 21 20 10 236
32 56 21 20 24 16 37 14 12 27 20 13 292
30 68 38 23 23 16 39 14 13 29 22 -16 331
34 80 32 30 26 19 47 17 15 32 22 19 373
33 68 ~32 32 24 17 46 19 17 32 24 21 365
173 344 152 138 143 107 233 84 80 158 126 87 1,825
11 37 14 13 9 10 17 15 9 13 10 13 171
11 31 13 12 9 10 17 16 10 12 10 12 163
13 35 12 12 8 10 16 16 8 15 8 12 165
12 33 12 12 9 10 16 16 8 14 10 12 164
12 40 13 13 10 10 18 16 9 14 8 12 175 .
12 34 _13 13 9 9 32 15 10 14 9 12 182
Total. . cooeeienninnn.. 7 210 77 75 54 59 116 .94 54 82 55 73 1,020
Earnings in excess of current
"._ expenses:
January.....ooovieaenncnn 10 1—6 1 3 15 14 16 16 3 4 8 1-5 57
February. ........ 12 10 1 5 13 5 14 15 1 9 10 1-2 73
March:,..oo..o. 19 21 9 8 16 [ 21 r-2 4 12 12 1 127
i 18 35 26 11 14 6 23 1--2 5 15 12 4 167
22 40 19 17 16 9 29 1 6 18 14 7 198
21 34 19 19 15 8 1 4 7 18 15 9 183
102 134 75 63 89 48 117 110 26 76 71 14 805
1 Deficit.

Federal Reserve Bank of St. Louis
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CIRCULARS AND REGULATIONS.

Special instructions to Federal Reserve
Agents in connection with the reports which
they will make to the Federal Reserve Board
to enable it to act upon applications filed under
the Kern amendment to the Clayton Act, were
sent out on July 6, 1916. With the issue of
these instructions the Federal Reserve Board
adopts the policy of issuing as ““special instruc-

tions” circulars not of general interest to mem- |

ber banks of the system, but intended primarily
for the assistance of Federal Reserve Agents
and the 12 Federal Reserve Banks. Following
the special instructions will be found the blanks
to be filled out by those desiring to make ap-
plication under the Kern amendment. These
blanks can be obtained from the Federal Re-
serve Board.

Section 8 of the Clayton Act does not become
effective until October 15, 1916, but in order
that those who will be affected by its provi-
sions may have ample time to take such action
as may be necessary to comply with the law,
the Board is making the forms and instruec-
tions available at this time.

SPECIAL INSTRUCTIONS. NO. 1 OF 1916,

WasHINGTON, July 6, 1916.
To All Federal Reserve Agents:

The prohibitions of section 8 of the Clayton Act which
relate to interlocking bank directors go into effect on
October 15, 1916. These prohibitions relate to banks
organized or operating under the laws of the United States,
and therefore apply to State banks or trust companies
which are members of the Federal Reserve System as well
as to national banks. For convenience, therefore, banks
“organized or operating under the laws of the United
States” will be referred to as ‘“member banks.”

ANALYSIS OF SECTION 8 OF THE ACT.

As originally enacted, section 8 of the Clayton Act pro-
vides, in substance—

(a) That no person shall be a director, officer, or em-
ployee of a member bank having resources aggregating
more than $5,000,000 and at the same time a director,
officer, or employee of any other member bank.

(6) That no private banker or person who is a director
of a nonmember bank having resources aggregating more
than $5,000,000 shall be eligible to serve at the same time
as a director in any member bank.

http://fraser.stlouisfed.org/
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(¢) That no member bank in a city of more than 200,000
inhabitants shall have as a director or other officer or em-
ployee any private banker or any director or other officer
or employee of any other bank or trust company located
in the same place.

EXCEPTIONS.

The provisions of section 8—

(1) Do not apply to mutual savings banks not having a
capital stock represented by shares.

(2) Do not prohibit a person from being at the same time
(a) a Class A director of a Federal Reserve Bank and also
an officer or director, or both an officer and a director, in
one member bank; (b) an officer, director, or employee of
one member bank and one other bank or trust company,
whether a member bank or nonmember bank, where the
entire capital stock of one is owned by the stockholders
of the other.

THE KERN AMENDMENT.

By an act of Congress approved May 15, 1916, section 8
was amended by the addition of a further proviso reading
ag follows:

“Nothing in this act shall prohibit any officer, director,
or employee of any member bank, or Class A director of a
Federal Reserve Bank, who shall first procure the consent
of the Federal Reserve Board * * * f{rom being an
officer, director, or employee of not more than two other
banks * * * if such other bank * * ¥ jg not in
substantial competition with such member bank.”

The duty imposed upon the Federal Reserve Board in
passing upon any application made under authority of
this amendment is to determine whether or not the two
banks in question (or either of them) are in substantial
competition with the member bank. If both are non-
memberebanks the act does not require that they shall
not be in substantial competition with each other,

In reaching a conclusion on this point it will be neces-
sary for the Board to call'upon the Federal Reserve Agent,
as its local representative, to make investigation of the
facts in each case, to report the same to the Board and to
give the Board the benefit of his recommendation whether
the consent applied for shall be granted or refused. ¥t is
therefore necessary to call to the attention of the Federal
Reserve Agents some of the factors which must be con-
sidered in determining the question of whether or not the
banks involved are in substantial competition,

PURPOSES OF THE ACT AND THE AMENDMENT,

The significance of the language “substantial competi-
tion” can not be fully understood without considering
the purpose of the original Act as well as that of the amend-

I ment,
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As outlined by the Judiciary Committee, in reporting
the original bill to the House, the purpose of section 8 of
the original Clayton Act was ‘‘to prevent as far as possible
control of great aggregations of money and capital through
the medium of cornmon directors between banks and bank-
ing associations, the object being to prevent the concen-
tration of money or its distribution through a system of
interlocking directorates,”

It will be observed that the Act does not undertake to
prevent interlocking directorates of banks located in small
cities and having small aggregate resources, It appliesin
terms to the qualification of directors, officers, and em-
ployees of banks (@) in cities of more than 200,000 inhabi-
tants or (b) having resources aggregating more -than
$5,000,000,

While the general purpose of the Act, as indicated by.

its title, was “to supplement existing laws against unlaw-
ful restraints and monopolies,”” and while monopolies are
created by a restraint of legitimate competition, a literal
interpretation of section 8 as originally enacted would
prohibit a person from serving at the same time as a
director, officer, or employee of two or more banks, under
certain circumstances, whether or not such banks were
competitors, The Kern amendment, however, authorizes
the Board to permit a director, officer, or employee of a
member bank, who otherwise would be ineligible, to serve
a8 a director, officer, or employee of not more than two
other banks or trust companies, whether State or national,
provided such other banks or trust companies are not in
substantial competition with such member bank.

It should be borne in mind that the Act does not vest
an arbitrary discretion in the Board to permit the same
person to serve on the board of directors of any two or
more banks, when such banks come within the restrictive
language of the Act as originally passed; but it merely
confers authority upon the board to permit interlocking
directorates when such banks are not in substantial com-
petition within the meaning of the Act,

° a

SUBSTANTIAL COMPETITION.

It is manifest that no fixed rule can be prescribed by
which this question can be automatically determined.
The facts in each case must be carefully considered and it
is the duty of the Board to withhold its consent in any
case in which it would defeat the purposes of the Act to
permit the same person to serve as an officer, director, or
employee of more than one bank,

If the two banks in question are not competitors in any
respect, no question arises. If they do compete, the very
difficult question arises whether or not the competition is
“substantial.”’ )

It is necessary to keep in mind that the main purpose
of the Act was to prevent the monopolization and central-
ization of credit through interlocking directorates of
banking institutions. One of the injurious results of
such conditions is that the public is deprived of the bene-
fit of lagitimate competition,
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.In general, therefore, two banks coming within the pro-
hibition of the original Act would be deemed to be in sub-
stantial competition within the meaning of the language
used in the amendment if the business engaged in by such
banks under natural and normal conditions conflicts or
interferes, or if the cessation of competition between the
two would be injurious to customers or would-be custom-
ers, or would probably result in appreciably lessening the
volume of business or kinds of business of either institu-
tion.

It is realized that some difficulty will be experienced in
the application of this test.

Two banks engaged in the same character of business
(for example, where both receive commercial deposits and
make commercial loans) would be regarded as in substan-
tial competition if their fields of activity extended over
the same geographical territory. If their operations were
not carried on in the same geographical territory, then,
although they engaged in the same class of business, they
would not necessarily be regarded as substantial compet-
itors.

Again, if they conducted their operations in the same
place, but because of their comparatively small size in
relation to the total banking opportunities of the locality,
and because of the fact that they did not deal with the same
class of customers, the cessation of competition between
them might, from the public point of view, be unimportant,
they would not necessarily be deemed to be in substantial
competition. Or if their operations were conducted in
the same locality, but the character of business engaged in
differs fundamentally (for example, where one does only
an essentially commercial banking business, while the
other does only an essentially trust-company or fiduciary
business), such banks need not be regarded as in substan-
tial competition.

It is therefore necessary to consider the scope or extent
of territory that a bank’s operations cover and the character
and kinds of business it engages in. Size, measured by
aggregate resources, will constitute one of the factors to be

| congidered, since to increase the volume of loanable funds

usgually increases the radius of a bank’s operations. A
bank with $100,000;000 resources would seek investments
in a larger area and of a more diverse character than a bank
with $5,000,000, and so might come into competition with
banks located some distance away, while the bank with
$5,000,000 resources might not extend its activities to any
real extent beyond the borders of the city in which it is
located. For example, a bank in New York might come
into substantial competition with a bank in Chicago if
both were.engaged in the same class of business and if both
had become so large as to be more than local institutions.
‘Where the operations of the two banks cover a common
territory from a geographical standpoint, it is necessary to
consider carefully the character of business engaged in.
As a very large proportion of the member banks do a com-
mercial banking business, the volume of this business
within the territory covered by the operations of the banks



Digitized for FRASER

AUGUST 1, 1916,

FEDERAL RESERVE BULLETIN,

391

in question becomes an important factor. In a city of
250,000 inhabitants any two banks which engaged in a
commercial banking business to any great extent would
presumably come into substantial competition, whereas
in a eity of 2,000,000 inhabitants the operations of one bank
might be substantially confined to the wholesale district
only, while those of another might be substantially con-
fined to the retail district only, and so might be noncom-
petitive in the sense that an increase or decrease in the
business of one would not affect the business of the other.

RESUME.

It is therefore necessary that consideration should be
given—

(1) To the size in aggregate resources of banks involved.

(2) To the character of business engaged in, i. e., the
extent of commercial business and extent of purely invest-
ment or trust company business of the two institutions.

(83) Whether the operations of the two banks cover the
same geographical territory.

(4) Whether the two banks actually compete to any
appreciable extent in any important activity, for example,
(@) in soliciting deposits on demand or on time from other
banks or individuals, (b) in the purchase or sale of com-
mercial paper or other securities, (c) in the purchase or
sale of foreign exchange, (d) in soliciting trusteeships, etc.

The form of application approved by the Board is
intended to furnish an analysis of the character of business
of the banks involved as far as it is possible to determine
this from the books of the bank. The Federal Reserve
Agent should supplement this, however, with any infor-
mation he may be able to obtain and should base his
recommendation upon the facts in each case. If he
concludes that there is substantial competition between
the banks or that interlocking directorates or common
officers or employees of the two banks might result in any
injury to the public, or in any substantial restraint of or
detriment to the business of éither bank, he should recom-
mend that the application be refused. The Board, in
reaching a decision, will carefully consider the recommen.
dation of the Federal Reserve Agent and will base its
conclusion upon the report and recommendation of the
agent together with other information which its own
investigation may disclose.

The Kern amendment authorizes the Federal Reserve
Board at its discretion “* * * {o revoke such con-
sent.” In order that the Federal Reserve Board may
revoke its consent at any time it becomes necessary,
Federal ‘Reserve Agents should keep it advised of any
change either in local business conditions or in the re-
gources or character of business conducted by the banks
which may tend to make them substantial competitors.

In view of the great amount of time necessary to an
adequate consideration of each case, it is desirable that
directors, officers, and- employees file their applications
ag soon as possible.

53038—16—4
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The Board will endeavor to act upon-

all applications received before August 15, 1916, on or
before September 15, 1916,

Form 94.

APPLICATION FOR- PERMISSION OF THE FEDERAL RESERVE BOARD TO
SERVE AT THE SAME TIME AS DIRECTOR, OFFICER, OR EMPLOYEE
OF A MEMBER BANK AND NOT MORE THAN TWO OTHER BANKS, BANK-
ING ASSOCIATIONS, OR TRUST COMPANIES.

Pursuant to the provisions of section 8 of an act of Congress entitled
“An act to supplement existing laws against unlawful restraints and
monopolies, and for other purposes,” approved October 15, 1914, and
amended by an act of Congress approved. May 15, 1916, I hereby make
application for the consent of the Federal Reserve Board to serve at the
same time as ofthe ...o..ooeiiiiiiiiis

. (Director, officer, or employee.)
, which is a member of the Federal Reserve

........................ of the c.oocomiiiiiiiiit.
(Director officer, or employee.)

.a corporatlon created and organized under
thelawsof ...oooeeieiiiiiiiii, an

System, and as

Of the ceveenieiiiiiii i Of o
a corporation created and organized under thelawsof ..................

I hereby represent to the said Board that to the best of my knowledge
and belief the banks, banking associations, or trust companies herein
named are not in substantial competition with the member bank or
banks mentioned above within the terms of the Act as interpreted by
the Federal Reserve Board in ifs letter of July 6, 1916, to all Federa]
Reserve Agents, as will more fully appear from the statements furnished
by the said banking institutions, which are made a part of this applica-
tion.

(Name of applicant.)
To the FEDERAL RESERVE BOARD,
Washington, D. C.

(Date.)

THE APPLICANT JS REQUESTED TO ANSWER THE QUESTIONS ON THE
REVERSE SIDE.

Name of applicant . ... .. ittt iirii it e

32T a1 S

Principal business or occupation ................. edeceniancaaaeaaenn

Business address.....o.oviimiiie it ie e e
List of firms of which applicant is a member and the corporations of

which he is a director, officer, or employee:

Official position in

Business. firm or corporation.

. ». T
Firm or corporation.

Form 94a.
STATEMENT SUBMITTED AT THE REQUEST OF «..ovvuennaancecnonancann
(Director, officer, or employee)
IN CONNECTION WITH THE APPLICATION MADE TO THE FEDERAL RE-
SERVE BOARD FOR PERMISSION TO SERVE AT THE SAME TIME A3 DI-
RECTOR, OFFICER, OR EMPLOYEE OF A MEMBER BANK AND NoT MORE
THAN Two OTHER BANKS, BANKING ASSOCIATIONS, OB TRUsT COM-
PANIES.

Name of banking institution .......coiiiiiiiiiniiiiiiiiirrincaanins
Location: No. v...ennn Street c.veeeaniiinnnn City ortown ...........
[17: 7 SN Population of ¢ity or town (census 01 1910)..........

Character of business of the community which the banking institution
SOIVES . v e neensemeaenncacaseansacecsanssatasenasonsasseassasonsannasnsnns
Character of business of the institution
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ASSETS.
Loans:

Onrealestate......... $......
On other collateral....
Unsecured—
Customers’ paper.
Purchased paper..
Aeceptances (drafts ac-
cepted for customers
per contra).........
Investments:
“United States bonds. .
Other bonds and war-
rantS...coineiannn..

LIABILITIES,

Liability on drafts, ac-
cepted payable at a fu-
ture date (per contra)...

ATl other liabilities _.......

Real estate owned
Cash due from banks and

trust companies........
All other assets...........

Describe nature of demand deposits .....ooooviiiiiiiiiiiiiiiiiiiania,
Describe nature of time AePosits ..veeeeneeoicnere e i cireciiaian

Note.—In filling in blanks under assets and liabilities use figures
shown in last report filed with the Comptroller of the Currency or with
the State bank supervisor.

Describe nature of acceptance Habilitles...........c..oooiiiiiiiiil,
State practice of bank in respect to purchasing commercial paper, e. g.,
continuous or seasonal.._.... R
‘What volume of deposits are commereial to the extent of serving as a basis
for the extension of lines of eredit? ... ... _...........ooiiioii
Deseribe character of collateral 10ans . . ..cvemiieeiiiaiiiiiiiininnanna.

Deseribe practice of bank in respect to acquiring and disposing of invest-
ment SeCUrities .......coviiiiii e
Describe nature of foreign exchange business, if any, done by the bank..
Deseribe kind and extent of fiduciary business done by the bank........
I hereby certify that the foregoing is a true statement to the best of my
knowledge and belief.

Cashier,

Note 1.—The signing officer is requested to attach to the statementa
copy of the last report filed with the Comptroller of the Currency, if &
National bank, or with the State bank commissioner or supervisor, if a
State institution.

Norg 2.—1If sufficient space has not been provided for replies, the sign-
ing officer should attach hereto a blank sheet of paper and continue the
answers thereon. ’
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This letter was sent out by the Board on
July 18:

Where two or more persons desire to make
application for the Board’s consent, under the

ern amendment to the Clayton Act, to serve
on the boards of directors of the same two
banks, it will be sufficient if one Form 94s is
filed by each bank for the first applicant and
reference is made to this form by subsequent
applicants desiring to serve on the same two
boards, provided, however, if either bank is
required to make a report of its condition to the
Comptroller of the Cwrrency or to the State
authorities after Form 94a has been filed, a new
Form 94a should be filed with the first applica-
tion subsequent to such report. To complete
the records of the Board and to facilitate its
work it is desired that Form 94a shall be filed
by the two banks involved in each case where
the question of substantial competition is to be
passed upon. Thus if the same persons desire
to serve on the boards of Bank A and Bank B
and the first applicant has filed Form 94a for
Bank A and also one for Bank B, subsequent
applicants may refer to these forms until either
Bank A or Bank B has been required to make a
later report of its condition to the Comptroller
of the Currency or to the State authorities.

If Form 94a has been filed by Bank A and
Bank B for applicants desiring to serve with
these two banks, it will not be sufficient for an
applicant desiring to serve on the boards of
Bank A and Bank C to refer to Form 94a filed
by Bank A in connection with Bank B.
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INFORMAL RULINGS OF THE BOARD.

Below are reproduced letters sent out from
time to time over the signatures of the officers
of the Federal Reserve Board which contain
information believed to be of general interest
to Federal Reserve Banks and member banks
of the system:

Membership of State Banks and Trust Companies.

Your memorandum in reference to Circular
No. 14 and Regulation M, series of 1915, which
relates to State banks and trust companies
as members of the Federal Reserve system,
has been submitted to and considered by the
Board. o

It appears that you are of the opinion that
many of the State banks and trust companies
are apprehensive that membership in the sys-
tem may involve an undue restriction of their
corporate activities as a result of future regu-
lations of the Board and you feel that some
assurance should be given to applying banks
that, as members, their status, so far as the
exercise of legitimate banking and trust com-
pany powers is concerned, should be more
definitely determined.

As the extent of the Board’s power to adopt
any specific regulation involves a question of
law which must be determined by the facts in
each case, it is, of course, impracticable to
outline definitely the scope of all future regu-
lations. In order, however, that the attitude
of the Board may be made clear, I am instructed
to state to you that the Board understands
that it is not its function to undertake to im-
pose on the activities of member banks any
restrictions that are not contemplated by the
Act, but only to prescribe such regulations as
are designed to carry out the purposes of the
Act.

There are a great meny decisions of our
courts dealing with the subject of the scope of
authority of administrative bodies to promul-
gate regulations. The principles established
by these decisions will, of course, be adhered
to by the Board in adopting its regulations.

While Congress could not delegate its power
to make a law, it can, as stated in Field ».
Clark, 148 U. S., 649, 694, “make a law to
delegate a power to determine some fact or
state of things upon which the law makes or
intends to make its own action depend,”’ or,
as expressed in the case of Locke’s Appedl,
72 Pa. St., 401, 498—
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“The legislature can not delegate its power
to make law, but it can make a law to defegate
a power to determine some fact or state of
things upon which the law makes or intends
to make its own action depend. To deny this,
would be to stop the wheels of government.
There are many things upon which wise and
useful legislation must depend which cannot
be known to the lawmaking power and must
therefore be a subject of mquiry and deter-
mination outside of the halls of legislation.”

The Board does not feel that it is one of its
functions to undertake to restrict State banks
or trust companies in the exercise of true bank-
ing or trust-company powers as defined by the
laws of the State in which they are created.
In passing upon the applications of State
banks and frust companies, however, it be-
lieves it to be its duty to admit only those
institutions which are solvent and sound and
whose membership will not constitute an
element of weakness in the system. The
Board does not consider that it is a prerequisite
to the admission of any State bank or trust
company that it should possess any certain
amount of paper eligible for rediscount with a
Federal Reserve Bank. Congress has pro-
vided that the privileges and advantages of
membership may be extended to State banks
and trust companies, thus creating one com-
pact bankinig system while still preserving the
integrity of both the State and national
systems. Leaving aside any question of their
duty to the country, it is manifestly to the
best interest of every strong and sound State
bank and trust company to contribute its
share to the strength and protective power of
the Federal Reserve system by subscribing
to the capital stock of its Federal Reserve
Bank and by maintaining its required reserve.
This is true whether the State bank or trust
company has a small proportion of its assets
in liquid paper eligible for rediscount or has
any paper of such description at all. The
fact that it has little eligible paper would not
of itself make its membership an element of
weakness or danger, and it is obvious that as a
member of the system it would be in a position
to contract for loans and to obtain cash from
other member banks having paper eligible for
rediscount and thus indirect%.)y to obtain the
desired accommodation. The ability to lend
assistance to member banks directly and in-
directly will be increased as the strength of the
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system and lending power of the Federal

eserve Banks are increased. There is no
reason why such assistance should not be
given freely to a member State bank while in
times of stress the nonmember banks may
find the member banks less disposed or able to
give them this indirect assistance.

It is, of course, indispensable that any paper
offered for rediscount to a Federal Reserve
Bank sould conform to the provisions of the
Act and of the regulations of the Board. Itis
clear, however, that a Federal Reserve Bank
will have to look all the more carefully into the
status of a State member bank asking for re-
discounts if such State bank or trust company
exercises banking functions that are likely to
interfere with the liquidity of such State mem-
ber institution or may lead to overextension.

In other words, the Board might consider
that the exercise of extraordinary powers,
such as might make an applying State bank or
trust company an undesirable member, a suf-
ficient reason to refuse the grant of the appli-
cation. After such State bank or trust com-

pany, however, has. become a member bank|

the Board does not expect to interfere with the
exercise of those banking and trust company
powers authorized by its charter. If the ex-
ercise of such powers should tend to interfere
with the liquid and sound condition of a State
bank or trust company member, the Federal
Reserve Bank WOU]%., of course, be justified in
taking due precaution in dealing with the ap-
plications for rediscount of such State bank or
trust company.

JuLy 25, 1916.

Notes Payable “ On or Before.”

Your letter of June 22 raises the question
whether a note payable ‘‘on or before” a certain
date is eligible for rediscount with a Federal
Reserve Bank, provided it conforms to the
law: and regulations of the Board in all other
respects,

ection 13 of the Federal Reserve Act
provides that ‘‘notes, drafts, and bills ad-
mitted to discount under the terms of this
paragraph must have a maturity at the time
of discount of not more than 90 days.”

A bill therefore, which is payable ‘“‘on or
before’’ 90 days is eligible within the terms of
that section. The fact that the maker would
have the option to pay the bill before the
maximum maturity would not of itself make
such paper undesirable. Apparently the in-
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tention of Congress was merely to provide that
a Federal Reserve Bank should not, except
under certain speeified conditions, discount
paper with a maturity of more than 90 days.
he negotiable instruments law specifically
provides that a bill of the kind described is a
negotiable instrument. Section 4 of that act
rovides that ‘‘an instrument is payable at a
eterminable future time, within the meaning
of this act, which is expressed to be payable
on or before a fixed or determinable future time
specified therein.”

The question raised by you has been sub-
mitted to counsel for the Board, who is of the
opinion that a bill payable ‘‘on or before’” a
certain date is negotia%le paper and, if other-
wise in conformity with the provisions of law
and of the Federal Reserve Act, is eligible for
discount by a Federal Reserve Bank.

JUNE 28, 1916.

Clayton Act.

With further reference to your letter of June
28, you are advised that the provisions of the
Clayton Act do not prohibit a person from
serving at the same time as a director of a
mutual savings bank not having a capital
stock represented by shares and as a director
of a member bank, regardless of whether the
two institutions are in substantial competition.

If, therefore, the institution which you have
in mind is operated under the mutual system
and has no capital stock represented by shares,
it would come within the exception which you
gentioned in the prohibitions of the Clayton

ct.

JuLy 1, 1916,

Your letter of June 29, addressed to the
Comptroller of the Currency, has been referred
to this office for attention.

Inclosed please find copy of the Kern amend-
ment to the Clayton Act, approved May 15,
1916.

You are advised that there is nothing in the
Clayton Act or in the Kern amendment thereto
which prohibits a person from serving at the
same time as a director in two national banks

located in a-city of less than 200,000 mhabit-

ants, provided neither has deposits, capital,
surplus, and undivided profits aggregating
more than $5,000,000. .

JuLy 6, 1916.

.
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Your letter of July 12 is received, asking
whether the Federal Reserve Act, as now
amended, permits the service on the board of
directors of a national bank after October 15,
1916, of a member of a private banking firm
under certain conditions.

Section 22 of the Federal Reserve Act, which
relates to the fees to be paid officers, directors,
and employees of member banks, and is the
only portion of that Act which could have a
bearing on this question, has not been amended.

You are advised, however, that section 8 of
the Clayton Antitrust Act, approved October
15, 1914, provides in part:

“That g*o’m and after two years from the
date of the approval of this act * * * no
private banker or person who is a director in
any bank or trust company, organized and
operating under the laws of a State, having
deposits, capital, surplus, and undivided profits
aggregating more than $5,000,000, shall be
eligible to be a director in any bank or banking
association organized or operating under the
laws of the United States.”

Under this language it would seem that-a
private banker or a member of a private bank-
ing firm would be ineligible after October 15,
1916, to serve at the same time as a director of
a member bank.

The Kern amendment to the Clayton Act,
approved May 15, 1916, provides in substance
tﬁ)at nothing in the act shall prohibit any
officer, director, or employee of any member
bank, who shall first procure the consent of the
Federal Reserve Board, from serving at the

same time as an officer, director, or ermployee’

of not more than two other banks, banking
associations, or trust companies which are not
in substantial competition with such member
bank. No change is made, however, in the
provisions of the original Clayton Act regarding
the eligibility of private bankers.

Jury 13, 1916.

Notes for Farm Implements.
Your letter of June 27, relative to borrowing
money on your farm in order that you may
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buy adequate machinery for use thereon, is
received.

In reply, you are informed that under the
Federal Reserve Act member banks of the
Federal Reserve System, which comprise all
national banks and such State banks and trust
companies as have joined, may loan funds
on farm lands for a limited period, protecting
themselves by mortgage. Of course there is
nothing in the Act to compel a member bank
to make such loans or to fix the rates at which
they shall bemade. Moreover, the Federal Re-
serve Banks are not authorized to rediscount
for a member bank loans based on farm-land
security.

As you have doubtléss seen in the public
print, the rural eredits bill, which was passed
at this session of Congress, has been signed b
the President and is now alaw. 'This %Iilll will
doubtless be of interest to you, and the Senate
document office has been requested to forward
a copy to you direct.

For your information several circulars issued
by the Federal Reserve Board in this connection
are inclosed herewith.

Jury 8, 1916,

Cattle Paper.

Comparatively few of the Federal Reserve
Banks discount cattle paper in large amounts.
While the usual reports made to the Federal
Reserve Board show the amount of such paper
discounted by the several Federal Reserve
Banks, the detailed information requested by

ou could not be furnished without first making
1t the subject of special reports.

The Federal Reserve Banks of Dallas and
Kansas City have occasion to handle more
of this paper than any of the other banks. Ap-
proximately 40 per cent of the total paper dis-
counted for the month of June by the Dallas
Bank and. approximately 60 per cent of the
total amount discounted during the same month
by the Kansas City Bank consisted of live-
stock paper.

Jury 12, 1916.
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LAW DEPARTMENT.

The following opinions of counsel have been
authorized for publication by the Board since
the last edition of the Bulletin:

Provises to Clayten Act Cumnlative,

‘An officer, director, or employee of & member bank, who
would otherwise come within the prohibitory language of
the Clayton Act, may serve as a director, officer, or em-
ployee of one other bank where the entire capital of one
is owned by stockholders in the other, and at the same
time, under the Kern amendment, may, with the consent
of the Federal Reserve Board, serve as an officer, director,
or employee of not more than two other banks which are
not in substantial competition with the member bank.

JuiLy 13, 1916.

Sir: There has been submitted to this office
for an opinion the question of whether an offi-
cer, director, or employee of a member bank
may, under the proviso contained in paragraph
2 of section 8 of the Clayton Act, serve as a
director, other officer, or employee of not more
than one other member bank where the entire
capital stock of one is owned by stockholders
in the other, and at the same time, under the
Kern amendment, serve as an officer, director,
or employee of not more than two other banks
which are not in substantial competition with
the member bank, provided the consent of the
Federal Reserve Board is first obtained.

As originally enacted, section 8 of the Clayton
Act contained three exceptions to its prohibi-
tory provisions, which exceptions were incor-
porated in paragraph 2 of the section as pro-
visos and read as follows:

(1) That nothing in this section shall apply
to mutual savings banks not having a capital
stock represented by shares.

(2) That a director or other officer or em-
ployee of such bank, banking association, or
trust company may be a director or other officer
or employee of not more than ‘one other bank
or trust company organized under the laws of
the United States or any State where the entire
capital stock of one is owned by stockholders in
the other. ) ) ] ) )

(3) That nothing contained in this section
shall forbid a director of Class A of a Federal
Reserve Bank, as defined in the Federal Re-
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serve Act, from being an officer, or director, or
both an officer and director in one member
bank.

The amendment to the Clayton Act, May 15,
1916, known as the Kern amendment, consti-
tutes a further exception and is added as a
fourth proviso to the second paragraph of
section 8. The amendment reads as follows:

And provided further, That nothing in this
act sha]f prohibit any officer, director, or em-
ployee of any member bank or Class A director
of a Federal Reserve Bank, who shall first pro-
cure the consent of the FKederal Reserve
Board * * * from being an officer, direc-
tor, or employee of not more than two other
banks * * * if such other bank, * * *
is not in substantial competition with such
member bank.

According to the usual rules of construction,
a proviso takes out of the operation of the
body of the enactment that which otherwise
would be within it. It restrains the generality
of the previous provisions. (Savings Bank v.
United States, 86 U. S., 227-236.)

In the case of Deitch v». Staub (115 Fed.
Rep., 309) the court said, on page 314:

The primary and usual office of a proviso is
to except something out of a statute which
would otherwise. be within it. Its use is to
take special instances out of a gemeral class.
(Suth St. Const., secs. 222, 223; Gibbons v.
Ogden, 9 Wheat., 191, 6 L. Ed., 23.)

See also Georgia Banking Co. v. Smith (128
U.S., 174).

Applying this rule to the three provisos
mentioned above and to the Kern amendment
which follows them and forms a fourth pro-
viso, it is apparent that each takes out.of the
operation of the prohibiting clauses of the
statute that which otherwise would be for-
bidden. The substance of the amendment is
that nothing in the prohibitory clauses of the
Act as it stood at the time the amendment was
passed should prevent an officer, director, or
employee of a member bank from serving as
an officer, director, or employee of not more

than two other banks which are not in sub-



Digitized for FRASER

AvucUsT 1, 1916.

FEDERAL RESERVE BULLETIN.

397

stantial competition with the member bank,
provided the consent of the Federal Reserve
Board is first obtained.

In the opinion of this office, therefore, an
officer, director, or employee of a member
bank who would otherwise come within the
prohibitory language of the Act may serve as
a director, officer, or employee of one other
bank or trust company where the entire capital
stock of one is owned by stockholders in the
other, and at the same time, under the Kern
amendment, may serve as an officer, director,
or employee of not more than two other banks
which are not in substantial competition with
the member bank, if the consent of the Federal
Reserve Board is first obtained.

Respectfully,
M. C. Erviort, Counsel.

To Hen. Caarres S. HamMuIN,
Governor Federal Reserve Board.

Member Bank Acceptances. »

When a member bank purchases its own acceptance
before maturity such acceptance need not be included
in the aggregate of acceptances authorized by section 13.

JUuLy 25, 19186.
Str: Section 13 of the Federal Reserve Act
as amended by an act approved March 3, 1915,
provides in part as follows:

Any member bank may accept drafts or bills
of exchange drawn upon it and growing out
of transactions involving the importation or
exportation of goods having not more than six
months’ sight to run; but no bank shall accept
such bills to an amount equal at any time in
the aggregate to more than one-half of its
paid-up and unimpaired capital stock and
surplus, except by authority of the Federal
Reserve Board, under such general regulations
as said board may prescribe, but not to exceed
the capital stock and surplus of such bank,
and such regulations shall apply to all banks
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alike regardless of the amount of capital stock
and surplus.

The opinion of this office has been requested
on the question of whether or not aceeptances
of a member bank purchased by it before
maturity would continue to be treated as
acceptances within the meaning of this pro-
vision and subject to the limitations imposed.
In other words, if we assume that a member
bank has accepted drafts or bills of exchange
drawn upon it to an amount equal to its capital
and surplus, and before the maturity of such
acceptances it purchased and ecarried in its
assets 25 per cent of its own aceceptances,
would such bank be regarded as having out-
standing acceptances equal to 100 per cent or

.| acceptances equal to 75 per cent of its capital

and surplus ?

In the opinion of this office the purchase of
such an acceptance cancels the obligation of
the bank, and so long as it is held by the bank
it does not constitute a liability which may be
regarded as an acceptance. When the mem-
ber bank executes its acceptance of a draft or
bill of exchange it enters into a contract or
obligation to pay at maturity the amount
specified therein. Whether this payment is
made at or before maturity the obligation is
discharged. In this view member banks might
legally deduct from the amount of acceptances
outstanding those purchased and held by such
member banks in considering the limit pro-
vided by section 13 as amended.

Of course, if a member bank subsequently
disposed of its acceptance, either by sale or
hypothecation, thus renewing its obligation to
pay it at maturity, the acceptance should be
included in the amount outstanding.

Respectfully,
M. C. Erurort, Counsel.

To Hon. CrARLES S. HaMLIN,

Governor Federal Reserve Board
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SUMMARY OF BUSINESS IN THE UNITED STATES.

Distriet No.

N District No, 2— — District No. 5— Distriet No. 6—
District No.1—Boston., New York, 3&;11;]1:1111&9,- Distriet No. 4—Cleveland. Richmond, Atlanta,
General business....| Good.........._....... Less than usual | Verygood | Very goed....ccoevvennvennnns G0od..seiecaannnn Good.
. mid-year in near-
quietness. Iy all
lines.
ops:
Conditions......| Generally good........ Under average.| Good, ex- | Improved over last month, | Fair to good....... 10 per cent dam-
cept corn. gxctept wheat in part of aged.
istrict
Outlook......... Promising............. Not encourag- | S 9{: tisfac- | Excellent.......e.euueeree.. Favorable......... Fair.
ing. ory.

Industries of the | Busy;toalargeextent j.....ccoeceaan... Busy and | Maximum of avaliable labor | Fairly active but Al operating full

distriet. on old contracts. optlmls- and raw material supplies. dt amage d ti%le; plenty of
. storm. orders.
Construction, build-|{ Ahead of any of the | Increasing...... Shght in- | Activity in building re- | Normal........... Fair.
ing. last 15 years. crease. ported; permit records
. show no increase.
Foreign trade....... Better than last I..... [ T O, Recordin-louocuemrenraeiararniasonnnss Horses, mules, | Limited but fair.
month, but not up to creases grain, cotfon,
the hxgh point pre- in ex- tobacco, food-
viously made. ports stuffs, metal,
and im- coal.
ports. .

Bank clearings...... Increase.....ocoeeevanatenens [0 X Increasing.| Averaging 38% per cent in- | 60percentinerease | Increasing.

crease over last July and over last year.
4 per cent increase over
June, 1918.

Money rates........ Increase over last | Marked in- | Slight in- Comrmeércial paper 3 to 1 per Easy; demand be- Do.

month but below a crease and crease cent higher than last low normal.
week or two ago. firm, recently;| month,
firmness. .

Railroad, post of- | Increased.............. Increasing......| Increases | Post office receipts same as | Above normal..... All increasing, es-
fice, and other re- reported.| last month. Railroad re- pecially post oi-
ceipts. ceipts based on loads fice and express.

billed 3 per eent increase.

Labor conditions...; Fair, but still some- | Garment work-{ Decrease | Strike difficulties fewer. | Complaint of sear- | Normal.

what unsettled. ers still on in num- W%g‘es higher. Service city and high
strike. ber of efficient. wages.
strikes;
labor
scarce,
too high.
Outlook....cun..... For more conservative | Satisfactory....| Encourag- | Satisfactory almost without | Promising; only | Good.
business and there- ing, exception. complaint wet
fore for more lasting weather in agri-
prosperity. cultural dis-
tricts.
District No. 7— | District No. 8 [DISTICt N0 pigprict No. 10~ Kansas | Distriot No. 11— | District No, 12—
Chicago. St. Louis. apolis City. ~ : Dallas. San Franeisco.

General business....| Satisfactory........... Very active for | Good...... Continues good....ooiiennnn Conditions good...; Good.

summer.
TODPS: '
Condition......] Good..........oco ..ol ‘Wheat,one-half | Excellent.| Good.....coevemveenaani. Fair........ eeaen Damaged in some
B 1915 harvest; sections,

quality good

Outlook........ Satisfactory........... Corn, tobacco, |...do......| Promising.......cevvuiraunnn RPN [ T Good.
fotzon excel-

en
Industries of the | Active .. .co.o.oeooait Active..e...... Active....| With few exceptions work- | Fairly active...... Active.
district. . . ing to capacity.

Constructmn build-| Fair....oo.oiiiil Slight deerease; |...do. ..... Increased activity........... Show large in-| 12 per cen in-
ing. allied lines crease. crease.

active.

Foreign trade.......|-veceeeeeenans evenaanen Normal.....coofecrcmnnacnas Horses and mules, increase; | Quiet, and little | Hampered by
grain, slow; manufactured domg now. Iabor treubles.
products, good

Bank clearings. ....| Increase............... Increase forsix | Approx-| Increased. .....covvvennnnnan Show slight in- {30 per cent in-
months  of | imately crease. erease.
year and last | the same.
month,

Money rates........ Increasing............. Higher dis~- | Nochange | Hardening......eeeueeennnns Appreciably | Tendency to in-
count and higher. crease.
eommercial

) paper rates.

Railroad, post-office, [+ eacevremuneininennniae. Railroads in- [ccc.eenen... Increased....cocovmuvenncnnnn Considerable gain .| Increase.
and otherreceipts. crease; post

office, slight
increase.

Labor conditions...| Good....c..cveueennen.. Satisfactory | Bebter....| Improved.....c.ococvvuneen Labor well em- | Unsettled.
and labor in ployed and con-
demand. tented.

Outlook. ...ccvannvifenenn [« (O Bright......... Very good.| Promising......ceevcaeiies Recentrains make | Favorable.

X outlook good.

Remarks........... A condition of sus-| S8sasonable | Demandl. ... cieieiveeieececcirrcenc]ornsaneenaaanannnan

tained prosperity in | - weather has for mon-

practically all lines stimulated ey slowly

throughout the sev- retail trade improv-

enth district. and helped ing.
crops.
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GENERAL BUSINESS CONDITIONS.

There is given on the preceding page a sum-
mary of business conditions in the United States
by Federal Reserve districts. The reports are
furnished by the Federal Reserve Agents, who
aré the chairmen of the boards of directors for
the several districts. Below are the detailed
reports as of approximately July 23:

DISTRICT NO. i—BOSTON.

While business in almost all lines continues
good, the conservative tendency which was evi-
dent last month in many lines of trade still con-
tinues. The pressure to place new orders and
to. stock up heavily with raw material which
was s0 prevalent a month or two ago, has, for
the most part, disappeared. Bankers and
business men have for a good while been urging
caution. The present trend of business is
more along the lines which these men have ad-
vocated and which tends to more permanent
prosperity. Apart from munition and allied
trades, general business is apparently receiving

fewer foreign orders and domestic demands are

more in evidence.

The money market continues firm, although
rates are not up to the high level reached in the
early part of the month, and the tendency, ow-
ing to the increasing ease in the New York mar-
ket following the influx of gold, is downward.
The surplus reserves of the Boston banks dur-
ing the last month have reached a lower point
than at any time since the inauguration of the
Federal Reserve system. Call money, 3 to 3%
per cent; commercial paper, 4 to 4} per cent for
six months; year money, 4 to 4} per cent;
town notes, fall maturities, 34 per cent up-
ward; 00-day bankers’ acceptances, 2¢ per cent
upward. \

Loans and discounts of the Boston Clearing
House banks on July 15 show an increase of
$4,194,000 over the preceding month, and de-
mand deposits have decreased $10,610,000 in
the same time. The amount due to banks on
July 15 was $129,105,000 as compared with
$135,521,000 on June 17. The excess reserve
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of the Boston banks decreased from $33,769,000
on June 17 to $16,680,000 on July 15.

Exchanges of the Boston Clearing House for
the week ending July 15 were $233,064,423 as
compared with $171,806,604 for the corre-
sponding week last year, and $180,740,253 for
the week ending June 17, 1916.

Building and engineering operations in New
England continue to show a considerable in-
crease over the corresponding period last year.
From January 1, 1916, to July 19, 1916, these
contracts amounted to $114,890,000, or about
$18,500,000 more than for the same period a
year ago.

Exports for the port of Boston 