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The Action of the New York Clearing House in

Discontinuing Its Weekly Summaries of Con-
dition—The Philadelphia Clearing House
Follows Suit.

We continue to receive inquiries concerning the
action of the New York Clearing House in discon-
tinuing the weekly summaries of condition of its
members which it had been the custom to furnish
during the whole of the period since the organiza-
tion of the Clearing House Association, nearly three-
quarters of a century ago, and as to the reasons which
prompted this extraordinary step. We discussed
the subject in an article in our issue of March 31,
the week in which announcement came of the change
it had been decided to make, but before the appear-
ance of the statement in the new form, and gave our
reasons for thinking that the course taken was
without warrant or justification. In view of the
inquiries referred to, however, and the fact that the
Philadelphia Clearing House has now also curtailed
its weekly summaries, it seems desirable to go over
the ground again and indicate more fully than was

possible before the appearance of the Saturday week-
ly exhibits in their altered shape, the character and
extent of the departure.

The episode will always remain one of the most
notable in the financial and banking annals of New
York City and of the country. At a time when spec-

ulation was rampant, not only on the New York

b://fraser.stlouisfed.org/

Stock Exchange, but in all the security markets
throughout the length and breadth of the land, and
in the grain and other exchanges as well, with brok-
ers’ loans running up to $4,000,000,000 and $5,000,-
000,000, and of such magnitude as to prompt inves-
tigation in both houses of Congress; when stock
prices were being boosted in a way which demon-
strated unmistakably that the whole community
was being carried away in a whirlwind of specula-
tion, and that men were losing at once their heads
and their sense of proportion—a time therefore
when there was need of the utmost prudence and
caution and of the fullest fund of information bear-
ing on the banking and financial situation in the
country’s financial centre—at such a juncture the
Clearing House suddenly cuts off a fund of current
statistics that had been unreservedly supplied from
the beginning. When the future historian writes
the narrative of this hectic period, the course of the
New York Clearing House in the particular referred
to will certainly stand out as a most conspicuous
event, the more so as the New York Clearing House
has always held a position of undisputed leadership
in the financial world—a leadership of which it
cannot be said to have been deprived even by the pro-
jection of the Federal Reserve system into the finan-
cial and banking arena.

This influential body of banking institutions, wed-
ded by tradition and by confirmed practice to safe
and sound principles and given to the dissemination
of information and statistics which constituted ghe
strongest prop in support of these principles, emi-
nent for its wise counsel and the implicit acceptance
of whose guidance has raised the Clearing House to
a level where it has become one of the greatest pil-
lars of strength in the country’s financial structure
—this highly esteemed organization suddenly takes
a step completely out of line with all its past record
and which has absolutely nothing to recommend it,
and in palliation or defense of which not a word
can be said.

Are we exaggerating? Are we magnifying a triv-
ial or unimportant occurrence and making it seem
a development of great moment? Let the facts speak

for themselves. What the Clearing House has done
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has been completely to alter its course—change from
giving the fullest and most cdmpreheusive periodic
publicity to giving no publicity at all so far as fur-
nishing any essential facts is concerned. As the
best way of indicating how complete the departure
has been, we introduce here a specimen of the state-
ment, or rather series of statements, in the old form
(using for the purpose the last set issued, namely,
that for March 24), and a specimen of the statement
in the new form. The contrast is really startling.
Let the reader note well the difference between
the weekly return in the elaborate shape in which it
was formerly compiled and made public and the
meagre and emasculated and insignificant little ta-
ble that now does duty as the weekly return of the
Clearing House institutions.

WHAT THE NEW YORK CLEARING HOUSE USED

TO GIVE.

STATEMENT NO. 1.
NEW YORK CLEARING HOUSE.

STATEMENT OF THE MEMBERS OF THE NEW YORK CLEARING HOUSE
ASSOCIATION—AVERAGES—FOR WEEK ENDING SATURDAY,
MARCH 24 1928.

(Stated in thousands of dollars—that is, three ciphers [000] omiited.)

Reserve
with
Legal
Depost-
tories.

[ | [ Loans,
l Discount,
ClearingHouse | | Invest- | Cash
Members. | | Net ' ments, in
[*Cap'l. Praﬂls‘ &e. Vault. |

Nat.
Bank
Clrcu=
lation.

Net
Demand
Deposits.

Time
De-
posits.

Members of Fed, Res.| Bank
Bank of NY & $5 |
Trust Co--..| 6,000
Bk of Manhat'n 12,500
Bank of America 6,500
Nat City Bank.| 75,000
Chemical Nat'l.| 5,000
Nat Bkof Comm, 25,000
ChatPhNB&TT, 13,500
Hanover Nat'l.! 5,000
Corn Exchange.| 11,000
National Park. _| i
Bowery & E Riv|
First National. .|
Am Ex Irving Tr
Continental Bk_|
Chase National.
Fifth Avenue._|
Garfleld Nat'l__|
Seaboard Nat'l.
Bankers Trust.
U S Mtge & Tr._|
Guaranty Trust
Fldcnt} Trust._ ..

Average

80,663

f
Average Average
$

7,430,
19,284
11,970,
87,212
17,656
42,028
23,056
16,561

Average |Averageldv' ge
$ $

7,553
30,623

506 55,315
3,134

999
4,697
1,217}

386/
2,494
1,395
4,091 2

728
1,947|

$
12,864
19,258!

5,398
tU 360

9,000/ 14,081/
20,000/ 42,591
5,000, 6,015
30, ooo] 37,468
4,000 3,636,
10,000 23,775
10,000| 21,728
30,000 25,574

€335,676

61,0200 4,180|
456,276/ 92,693
40 793 5,039
155, e.)zl 34,008/
113,395/ 18,508|
£337,085 29,728

‘ |

5,650 1.876; 6,858

Fed. Rles.Ban k.
.t38| 1,993
1,650, 4,433
S)Gb‘ 2,268

581 21,218
591 15,239
1,268 32,499

202, 187
141,849,

Farmers L & Tr
299,361/

Equitable Trust|

State Bank Not’\lemberol’ Fed. Rles.
ColonialBank_.| 1,4 3,633 34,756
i

Me mbers of
6,378 106 3841
68,986/
26, 501[

Trust Compa nies Not
State Bank & Tr| 5,000
Title Guar & Tr| 10,000 21, 767‘
Lawyers Trust.! 3.0001 3,757

37,082
40,330
21,095

Totals— ? | l :
MembersF RBk’SbG ooo,r, 19, 1895 930,128! 37,662/630,102/t4,634,0541711,015.24.57

State bank, not| ‘ ;
member of F| |
1,400, 3, 633 1,876

Trust ¢o's, 2B ’ !
members of F| |
| 18,000 8,604

|
34,756, 3,659 27,052 6,858

|
|
|
!

6,356, 98,507

!

|
31, 9031I 201,891/
(
Aggregate, fwa 400654, 7q6}0 166,775! ’ 47,677 640,672 84,760,513 783,302{24,570
|

R Bank

65 429[‘
[

SEpenbors., Decrease Dccr se' Decr'se Decrease |Iner® se| l)ec %)
38,650 206 14,219 114,405 24,245/ 28

Comparisons. - -
11 Natlonal, Feb. 28 1928; 6 State, Mar. 2 1928; 12 Trust

*As per official reports.
Co's, Mar. 2 1928. o e
(a) Includes deposlts in Iorclgn bmnches. 8263 :”:.lxi 880
ks 3 54,410,000,

70,373,000,
(e) 2,024,000,
(f) 93,586,000,

(a) Balances | carrled In banks in foreign coumrles as res ve for such depos. s4r 02(2) 883

not lncl..ln totn.l_ footings.

)
(c)
(d)

(1) .
(Bills payable, rediscounts, acceptances and other liabilities, $855,218,000.)

RESERVE POSITION ON BASIS OF AVERAGES FOR WEEK.

Cash Reserve
Reserve in
in Vault. | Depository.

$ s [ 8 $
Net demand dep. 602,427,020
Net time dep-.-.| 21,330,450,

Total required. 623,757,470

Reserve

Reguired on— Ezcess.

Members Federal
Reserve Bank. .
State bank, not
member of Fed.|

630,102,000 6,344,530

3,659,000, 1,876,000 do do--..| 5,031,360/ 503,640
Trust co's,

E:mbers gr Fed. 273,950

7,122,120

do----| 14,776,050

6,356,000, 8,694,000 do
10-015.000'640.672.000 Grand total req.--|643,564,880

Actual Condition This Day.

| |
l | Loans, [Reserce
| Discount, with 3
Invest- in Legal Net
Net

| | ments, Cash |Depost4 Demand
|\*Cap'l. Profits .|

Nat.
Time | Bank
De- |Clrcu-

posits. jhuicm.

ClearingHouse
Members.
&e. Vault. | tortes. | Deposits.

Totals— |
MembersF R Bk
State bank, not

member of F

(000 om itted)

5,909,925 37,917 637,996(14,601,405715,562 24,652

|
35,049, 3,724 28,150, 6,862

6,279)

1,745

Trust co's, not
members of ¥

201,674 8,799 98,283/ 65,47

V) = an
)

i
|
|
[
|
|
|

Aggregate,
29 members._ .;

|
Comparisons. . -1 |

6,146,648| 47, 920'648 540 h4,727,838/787,804'24,652
Decrease| Incr'se Decr’s Decrease | Incr 'se Dec’ se
58,9991 1,597| 48,988 177,982! 22,681 41

£ U. 8. deposits deducted, $72,553,000. hU.S. deposits dedueted, $71,373,000.
tDeposits in foreign branches not lncludcd
Bills payable, rediscounts, acceptances and other liabilities, $$868,942,000.

RESERVE POSITION ON BASIS OF ACTUAL FIGURES AT END OF WEEK

I

Cash |
Reserve

in Vault. |

Reserve
n Reserve
Depository.| Required on—

S S

3
Net demand dep.l598,182.650l
Net time dep....| 21,466,860

Total required. 619,649,510 18,346,490

Members Federal
Reserve Bank...

State bank not
member of Fed.
Res. Bank

Trust co's,
members of Fed.
Res. Bank

“637.996.000

3,724,000i 1,745,000 do do....| 5,067,000 402,000

q0-~..

|
6,279,000/ 8,799,000 do 14,742,450/ 335,650
10.003.000:648,540.000 Grand total req..'639,458,960 19,084,040

AN AT e

Cleartngs.
$8,051,472,890.11
- 8,248,011,690.24
1.255.118.788.11

STATEMENT NO. 2.

CLEARING HOUSE MEMBERS, DAILY AVERAGE.

Loans, discounts, Investments, &c $6,166,775,000 Deo $38,650,000

Cash In own vaults, members Fed. Res. Bank-.__ 37,662,000 Dec. 547,000

*Reserve in Fed. Res Bank of member banks.... 630,102,000 Dec. 14,329,000
*Reserve In own vaults, State banks and trust

companies not members Fed. Res. Bank 10,015,000 341,000
*Reserve In depositaries, State banks and trust

Bank 10,570,000 . 110,000

--- 4,760,513,000 . 114,405,000

companies not members Fed. Res
z Net demand deposits.
Time deposits --- 783,302,000 24,245,000
Circulation ... 24,579,000 28,000
z U. 8. deposits deducted, $7
*Aggregate reserve...
Excess reserve. ..

Balances.
$017,436,753.33
975,242,247 47
110,670,451.48

Ine.

$650,687,000
7,122,120

Increase ... 280,390

CLEARING HOUSE MEMBERS, ACTUAL CONDITION THIS DAY.

Loans, discounts, investments, &e¢ $6,146,048,000 Dee. $58,999,000

Cash in own vaults, members Fed. Res. Bank. ... 37,917,000 Inc. 1,334,000

*Reserve in Fed. Res. Bank of member banks.... 637,996,000 Dec. 48,681,000
*Reserve In own vaults, State banks and trust

companies not members Fed. Res. Bank 10,003,000 263,000
*Reserve in depositaries, State banks and trust

10,544,000 307,000

- 4,727,838,000 177,982,000

companies not members Fed. Res. Bank
Time deposits - 787,804,000 22,681,000
Circulation 24,652,000 41,000

z U. 8. deposits deducted, $71,373,000.
* Aggregate reserve
Excess reserve

Ine.

Dec.
Dec.
Ine.

Dec.

$658,543,000
19,084,040

Decrease $26,224,120

SUMMARY OF STATE BANKS AND TRUST COMPANIES IN GREATER
NEW YORK, NOT INCLUDED IN CLEARING HOUSE STATEMENT.

(Figures Furnished by State Banking Department.,)

Loans, discounts, investments, &c $1,475,828,700 Dec.
old 5,367,600 Ine.

$4,385,400
22,268,900 Dec. '3

Currency and bank notes
Deposits with Fed. Res. Bank of New York - 128,128,500 Deec.
Total deposits 1,508,094,400 Dec.
Total deposits eliminating amounts due from re-

serve depositaries and from other banks and

trust companiesin N. Y. City, and U. 8. deposits 1,421,299,500

RESERVE,

State Banks.
$35,721,700
10,667,800

1,611,200

Dee. 10,829,000

Per Cent. Trust Cos.
$120,043,300

30,936,600

22.87 $150,979,900
$197,369,400 'Dec.

Per Cent,
16.47
04.24

20.71
$8,614,500

Cash In vault
Deposits In banks and trust cos..

Aggregate reserve on deposits
Per cent of legal reserve, 21.1.

STATEMENT NO. 3.

STATEMENT OF CLEARING NON-MEMBERS OF THE NEW YORK
CLEARING HOUSE ASSOCIATION.

(Stated tn thousands of dollars, that s, three ciphers [000] omitted.)

Loans, Res've
Dis-
counts,
Invest-
ments,
&e.

" Aver.

18 217,

CLEARING
NON-MEMBERS

Week Ending
Mar. 24 1928.

Net
Dem'd
Dep.

Cash
Net in
Profus.]

Time
Dep.
tortes.

Aver.
$
1,404

Member of
Fed'l Res've Bank.| § 3
Grace National Bank.| 1,000{ 2,017

Trust Company
Not Member of the
Federal Reserve Bank
Mech. Tr., Bayonne.

Aver,

3
9,684/

Aver,
$
4,063

500,
1,500

276, 180 3,418

739 9,389
Aggregate. . _ 2,757| 27,606 363 1,593a13,102
Def. in exc.res.24,51 Inc, | Dec. | Dec. Dec.
Decrease 118,530 412 126 171 101

Bllls payable, rediscounts, acceptances and other llabilities, $4,061,000.
8. deposits deducted, $426,000.

5,700

9,862
Inc.
10
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WHAT THE NEW YORK CLEARING HOUSE NOW
GIVES.
STATEMENT OF THE MEMBERS OF THE NEW YORK CLEARING HOUSE
ASSOCIATION FOR WEEK ENDING SATURDAY, MAY 19 1928.

* Surplus &
Undivided
Profits.

Net Demand
Deposits
Average.

Time
Deposits
Average.

Clearing House *Capital.

Members.

$

9,235,000
30,583,000
49,342,000
168,296,000
5,604,000
51,262,000
45,266,000
2,999,000
30,483,000
18,023,000
11,955,000

$
62,370,000
145,646,000
153,171,000
a888,759,000
133,466,000
311,129,000
183,771,000
127,554,000
181,397,000
132,571,000
251,992,000
390,469,000
7,905,000
b583,011,000
26,019,000
15,893,000
131,459,000
37,385,000
¢361,861,000
59,575,000
42,007,000
d464,508,000
43,601,000
21,420,000
146,164,000
€123,991,000
£344,922,000
30,075,000

1,000,000{ 2,017,800 9,964,000
500,000 739,700 3,624,000 5,823,000

421,400,000'681,829,300'5,415,679,000' 900,291,000
*As per official reports—12 Natlonal, Feb, 28 1928;5 State, Mar. 2 1928; 13 Trust
Co's, Mar, 2 1928. x As of April 28 1928.
Includes deposits in forelgn branches—(a) $281,936,000; (b) $15,037,000; (c) $63,~
570,000; (d) $83,029,000; (e) $2,206,000; (f) $99,359,000.
CLEARINGS.
Week ending May 19 1928 e s el e c s e o rerrmarnacana $8,782,245,408.12

Week ending May 12 1928 7.903,697,798.69
This day, May 19 1928 1,468,851,973.36

The former statement, it will be seen, gave
absolutely everything needful to show the con-
dition of the banks, both singly and collectively. The
new statement contains nothing whatever needful
to that end. It is not alone that the old statement
gave so very much more, but that it was really a
model of perfection, in which respect it was in keep-

$ $

Bank of N. Y. & Trust Co-.-| 6,000,000 12,864,800
Bank of the Manhattan Co-.| 12,500,000( 19,258,700
Bank of America Nat. Ass'n_ - |x25,000,000{x37,000,000
National City Bank 75,000,000 70,380,500
Chemical National Bank....| 5,000,000( 19,083,500
National Bank of Commerce.| 25,000,000| 45,596,000
Chat. Phenix Nat. Bk.&Tr.Co| 13,500,000| 14,718,000
Hanover National Bank. 5,000,000| 26,440,500
Corn Exchange Bank. . 11,000,000} 17,667,500
National Park Bank.. --| 10,000,000 25,257,600
First National Bank 10,000,000| 84,391,300
Amer. Exchange Irving Tr. Co.| 32,000,000 31,866,200
Continental Bank 1,000,000| 1,368,800
Chase National Bank. 50,000,000| 57,470,000
Fifth Avenue Bank___ 500,000] 3,369,000
Garfield National Bank. 1,000,000{ 1,931,900
Seaboard National Bank 9,000,000| 14,081,600
State Bank & Trust Co 5,000,000 6,378,800
Bankers Trust Co 20,000,000{ 42,591,000
U. 8. Mtge. & Trust Co.
Title Guarantee & Trust
Guaranty Trust Co
Fidelity Trust Co
Lawyers Trust Co........
New York Trust Co. ..oz
Farmers Loan & Trust Co
Equitable Trust Co
Colonial Bank

Clearing Non-Members.
Grace National Bank
Mechanics Tr. Co., Bayonne.

5,000,000
10,000,000
30,000,000

4,000,000

3,000,000
10,000,000
--| 10,000,000
--| 80,000,000
1,400,000

6,015,400
21,767,200
37,468,300

3,636,800

3,757,000
23,775,200
21,728,300
25,574,100

3,633,800

5,214,000
4,131,000
39,362,000
24,649,000
46,538,000
6,862,000

3,765,000

ing with the whole character and history of the
Clearing House itself as outlined in our remarks

above. In the old form the different classes of in-
stitutions composing the Clearing House member-
ship, with their varying reserve requirements, were
all separately grouped and indeed that was abso-
lutely essential in order to obtain their true reserve
condition. Iirst were given the banks and trust
companies which besides being members of the Clear-
ing House are members also of the Federal Reserve
system. Then the State banks not members of the
Federal Reserve were given and finally the trust
companies which are not members of the Federal
Reserve. Not only that, but all the different items
which must be known to show the condition of a
bank, were shown, one and all. After stating the
net demand deposits and the time deposits, the loans
and discounts were reported, as also the legal re-
serves held and likewise the cash held in own vaults.
This was in addition to columns showing the capital
of each bank and the surplus and undivided profits.

Most important of all, careful computations were
made, and formed part of the return, to show for
each class of institutions the reserves required, the
reserves actually held, and whether those reserves
were in excess or below the requirements, and in
what amounts. In the case of the separate banks
and trust companies, only the averages of condition
for the week were shown, but in the general sum-
maries for the whole body of institutions, not only
the averages for the week, but also the figures of

actual condition at the end of the week, were shown.
Long years ago the summaries related merely to the
averages, but on Feb. 8 1908, in deference to pub-
lic opinion and to meet the criticism that averages
covering the six days of the week revealed nothing
as to the radical changes that may be taking place
from day to day, and gave no clue as to the actual
condition of the Clearing House institutions, the
Clearing House decided to add also the figures indi-
cating the actual condition of the banks on the day
of the return, and from that time on both the actual
figures and the averages formed an inseparable part
of the weekly statement, though as a matter of fact
having the actual figures few persons any longer
paid any attention to the averages, the actual fig-
ures virtually superseding the averages, which of
course was natural and proper, since the actual fig-
ures alone disclose the true condition of the institu-
tions at the time of the return.

But that was not all. At the instance of the
Clearing House, the State Banking Department gave
its co-operation and supplemented the effort of the
Clearing House itself by compiling and furnishing
to the latter (which then made them public) fig-
ures each week to show the condition of the State
banks and trust companies in New York City not in
the Clearing House. These last mentioned figures
were always given out in a separate and distinet
statement, apart from that from the Clearing House
return itself. They, too, are no longer available.
That the figures referred to by no means covered an
unimportant body of institutions will appear when
we say that in the last statement of the kind given
out—that of March 24—they showed total deposits
of $1,421,299,500, after eliminating amounts due
from reserve depositaries, from other banks and
trust companies, as well as exchanges and United
States deposits, and that their aggregate gross de-
posits were $1,508,094,400, with loans and invest-
ments of $1,475,828,700. The New York Clearing
House under the old conditions even went a step
further and furnished still another but minor state-
ment to show the condition figures for the clearing
non-member banks; this at one time included quite
a number of institutions, but on March 24 had been
reduced to merely two banks. All of which was in
pursuit of the determination to present as nearly
as possible an absolutely complete picture of the
banking situation at the country’s financial centre.

The most noteworthy and significant feature in
this recital of what the New York Clearing House
Association used to give out with such undeviating
regylarity, is that it indicates so plainly the infinite
pains taken to give all the essential facts needful
to the forming of an accurate judgment of the bank-
ing situation—an indispensable requirement for the
enlightenment of the banks themselves, as well as
for the general public. It is proper to say that
comprehensive though the picture was it failed to
cover a few National banks mot members of the
Clearing House, inasmuch as these, being outside
the Clearing House and organized under National
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law, fell neither under the jurisdiction of the
Clearing House or that of the State Banking
Department. The banks in this category are
chiefly the Harriman National Bank and the Pub-
lic National Bank & Trust Company, and two or
three others of minor size. But that was all that
was lacking to make the exhibit absolutely com-
plete.

Now contrast with this attitude of most compre-
hensive publicity, the new attitude now displayed.
At one stroke the system for gathering and distrib-
uting this weekly information regarding the con-
dition of the banks and trust companies in this
City is swept aside—in most summary fashion, too,
with absolute arbitrariness and apparently without
much if any consideration of what was involved in
the step. The Clearing House simply decided to
drop the whole thing. And the action is the more
surprising, as no demand for anything of the kind
had come from the press or from any responsible
public authority, and no one has anything to gain
from the change except those having speculative
ends in view. Yet even these latter had never dared
to think that any such radical departure was a re-
motest possibility. The most that even they urged
was that the figures showing the actual condition
of the banks should be eliminated, with the view of
course to hiding the fact that the Clearing House
institutions were showing recurring deficits in re-
serve requirements, a circumstance most disconcert-
ing to those engaged in promoting stock specula-
tion. They were willing enough to have the color-
less six-day averages (which reveal nothing as to
the actual condition of the banks, since the surplus
of one day is offset against the deficit of the suc-
ceeding day or a series of recurring deficits) con-
tinued, but did not dare to think that the Clearing
House could be induced to cast the whole system
of weekly Clearing House returns, devised with so
much labor and care and so well calculated to meet
the requirements of the situation, aside and throw
it into discard.

A glance at the new form of statement which has
taken the place of the former very elaborate and
most comprehensive compilations, will suffice to
show that it is utterly devoid of value or useful-
ness. Besides a column to show the capital of the
banks, an item which changes only occasionally,
and a column to show the surplus and undivided
profits, which latter changes only when a new call
of condition is made by the Comptroller of the Cur-
rency or the State Banking Department, absolutely
nothing is given except the average of the net de-
mand deposits and the average of the time deposits.
Note what is missing. The loans and discounts are
not shown, nor are the holdings of cash, nor the
amount of reserves on deposit with the Federal Re-
serve Bank or other legal depositories. All knowl-
edge regarding the cash and reserve position of the
institutions, both individually and collectively, is
withheld. No one would have thought such a thing
possible before it actually happened. The return in

its present form is lacking in everything that such a
return should contain.

And what are the reasons given in support of this
departure? On that point very little of an official
nature has been vouchsafed except to say that the
weekly statement had ceased to serve any useful
purpose and that the Federal Reserve system is now
furnishing such extensive information regarding the
banking situation that it is no longer needful for the
Clearing House to continue its own returns. This
explanation, however, will hardly bear investiga-
tion. The announcement made at the Clearing House
at the time, simply said: “The statement was useful
in former years as a reflection of the local banking
situation, but with the passage of the Federal Re-
serve law, compelling all members to keep their re-
serves with the central institution, the Clearing
House compilation became useless.” Other state-
ments in explanation emanating directly or indi-
rectly from the Clearing House, have been to the
same effect, stress being always laid en the fact that
the banks are no longer required to hold their re-
serves in their own vaults, but that these reserves,
under the Federal Reserve Act, must now be kept
on deposit with the Federal Reserve Bank, and
that it is up to these Reserve institutions to see
that the reserves are at all times up to the legal
requirements.

Admitting all this—admitting that the banks, or
at least such of them as are members of the Federal
Reserve system, are no longer required to retain
custody of their reserves, but are required to trans-
fer such reserves to the keeping of the Federal Re-
serve Banks which are charged with the duty of see-
ing that these reserves are always intact—does that
change the situation in the slightest degree? Even
though the Federal Reserve Banks are endowed with
regulatory and supervisory functions over the mem-
ber banks, does that absolve these latter from their
own duties and responsibilities in the premises?
And is it not just as important as before for the pub-
lic, and the banking community itself, to know
whether the Clearing House institutions are com-
plying with legal requirements and maintaining re-
serves at full volume or are allowing their reserves,
through excessive loaning, to become impaired and
likewise the extent of the impairment.

What difference does it make, anyway, where the
reserves are kept or required to be kept. Is not
knowledge regarding the adequacy of the reserves, as
indispensable in the one case as in the other? And
why should the Clearing Houge want to throw upon
the Federal Reserve banks the two-fold responsibil-
ity of seeing that the reserves are up to the require-
ments and at the same time of keeping the public
informed on that point? Since the Reserve banks
are no longer required or permitted to hold their
reserves in their own care, does not that furnish
more, rather than less, reason for disclosing whether
the required reserves are kept with the Federal
Reserve institutions? To us the whele thing seems
like a quibbling with words.
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One other point deserves consideration. In one
of the news items which appeared at the time re-
garding the action of the Clearing House, it was
stated that the Clearing House authorities enter-
tained the view that “ample data regarding cur-
rent banking conditions are afforded in the weekly
Federal Reserve statement, member bank reports
and brokers’ loan figures from the Federal Reserve
member banks and from the Stock Exchange.” The
Federal Reserve banks do furnish extensive infor-
mation along the lines indicated. But can these sta-
tistics be considered as in any way as a substitute
or the equivalent of the carefully devised and de-
tailed analysis which the Clearing House had been
furnishing? The answer is most emphatically no.
As noted in our previous comment, the Clearing
House banks and trust companies constitute a dis-
tinct and distinctive body of institutions and prob-
ably will remain so to the end of time. It will
always be important to know the changes from week
to week in the Clearing House institutions, entirely
apart from the banking institutions outside the
Clearing House organization. Besides, as we have
already seen, the New York State Banking Depart-
ment always acted in co-operation with the Clear-
ing House and furnished a separate statement show-
ing the condition of the State banks and trust com-
panies outside the Clearing House. Thus the Clear-
ing House’s own return, in conjunction with this
statement of the State Banking Department, af-
forded a complete exposition of the banking situa-
tion in this city—barring only the three or four na-
tional banks not members of the Clearing House to
which reference has already been made. The Fed-
eral Reserve statement for the member banks, while
highly useful, cannot be said to cover the field with
quite the same degree of completeness. It is true
that some of the larger State banking institutions,
notably the trust companies, are members of the
Federal Reserve and therefore are included in the
returns for the member banks which the Federal Re-
serve Bank of New York compiles each week. But
there are also several other important trust com-
panies which are nof members of the Federal Re-
serve system and hence are not included in the week-
ly Federal Reserve statement.

There are now 46 banks and trust companies in
the list of reporting member banks in New York
City for which figures are furnished by the Federal
Reserve Bank, but be it noted that the following
important trust companies are entirely absent from
the list, namely, the State Bank & Trust Company,
which last Saturday showed $60,928,000 of time de-
posits and $37,385,000 of net demand deposits; the
Title Guarantee & Trust Company, which had $1,-
983,000 of time deposits and $42,007,000 of demand
deposits; the Lawyers’ Trust Company, which had
$4,131,000 of time deposits and $21,420,000 of de-
mand deposits; also the Colonial Bank, which had
$6,862,000 of time deposits and $30,075,000 of de-
mand deposits. These are all institutions of con-
siderable size which were regularly included in the
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Clearing House return, but are missing in the mem-
ber bank raturns of the Federal Reserve. The sup-
plementary statement which it was the custom of
the State Banking Department to furnish contained
of course a host of other State banking institutions
which do not appear in the Federal Reserve list.
Not all of these are small institutions. Some are
of considerable size. Among them may be men-
tioned the Empire Trust Co., which on March 2
reported deposits of $72,821,951; the Central Mer-
cantile Bank & Trust Co., which had deposits of
$49,263,675 ; the Commercial Exchange Bank of New
York with deposits of $22,241,854; the Chelsea Ex-
change Bank with deposits of $20,768,598; the
County Trust Co. with deposits of $20,323,600; the
Bronx County Trust Co. with deposits of $19,437,-
268 ; the American Union Bank with deposits of $12,-
801,812; the Bronx Borough Bank with deposits of
$11,889,667, and the Cosmopolitan Bank with de-
posits of $11,312,900. The Federal Reserve state-
ment in turn includes figures from the half a dozen
National banks not members of the Clearing House
to which we have alluded above.

All this merely goes to show that the Clearing
House institutions constitute a distinct body of in-
stitutions. It also goes to show that the Federal
Reserve member bank returns do not answer as a
substitute for the information which it was the cus-
tom of the Clearing House to furnish, and further-
more, that the Clearing House returns were far
from being “useless” as claimed in the explanation
issued from the Clearing House. The simple truth
of the matter is that the two separate statements—
that of the Clearing House and that of the Federal
Reserve Board—supplemented and complemented
each other, besides which, each had a value peculiar-
ly its own. In the circumstances no impartial and
well informed student of affairs can fail to reach
the conclusion that the Clearing House made a grave
and very regrettable mistake when in very precipi-
tate fashion it abandoned its old-time policy of
compiling and publishing its invaluable weekly re-
turns.

And this conclusion finds further and most em-
phatic confirmation when we proceed a step further
in our inquiry and discover that aside from the fact
that the Federal Reserve member bank return does
not cover anywhere near the same banking institu-
tions as the former Clearing House return, the Fed-
eral Reserve statement has never attempted to show
what was always the most valuable feature of the
Clearing House statement, namely, the actual re-
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