
lfNIVERSITY OF ILLIN~a....DJL4LJ~cr~ 
• 

ISSUED WEEKLY DhananJayarao Gadgd Library I 

~:~:r~~ s<cond-ebsa malt.; De<=I!~'I:I~~J 1~~~mllmum~m~mllml~1 E 
under the Act of August 24, 1912_ Aecel'tance fa GIPE-PUNE-033963 !l-
aKe provulcd for 1n Iceta .... 1103, Act of October .. ] 

BUREAU OF BUSINESS RESEARCH 
CQLLEGE OF COMMERCE AND BUSINESS 

~ ADMINISTRATION 

BULLETIN NO 17 
(DlStfibutrd, January, IQZSl 

CH,!.C.;\GO AS A MONEY 
MARKET 

PUBLISHFD BY TH1i UNIVERSITY OF ILLINOIS, URBANA 
1928 



It is the purpose of the Bureau of Business Re­
search of the University of Illinois-

(1) to study and as far as possible to explain 
economic and industrial conditions with­
in the State; 

(2) to direct attention to experience-tested 
practices of good business management; 
and, 

(3) to investigate methods for securing the 
best executive control of business. 



BUR~AU OF BUSINESS RESEARCH 
CHAS. M. THOMPSON, Ph.D., LL.D., Director 

A. C. LITTLETON, A.M., C.P.A., Assistant Director 

BULLETIN NO. 17 

CHICAGO AS A MONEY MARKET 

S~e Factors Foave>ring the Development of a Middle 
Western Money Market 

P~B:r.ISHED BY THE UNIVERSITY OF ILLINOIS, URBANA 

1928 





PREFACE 

The business collapse of 1920 showed strikingly the position of 
Chicago in the commerce of this country and the tardiness of the 
Chicago money market in developing independent management of mid­
dle western finances. During the development of the Middle West it 
has been logical enough for Chicago to follow rather than to lead in 
the money market because the large area surrounding the middle west­
ern market had long been a borrowing community; but the productivity 
of the Mississippi Valley has favored the growth of abundant capital 
and the great demand for the products of this section of the country at 
very high prices during the World War changed this area f~om a 
borrowing to a lending community. This change placed the ChicagQ 
modey market in a very different relationship to the Middle West. As 
long as the Chicago market was itself a borrower, middle westerners 
as a whole were compelled to get their funds where they could, but 
now that the Chicago market is a lender, they can get their funds at 
home. - -

This turn of position in the money market is calling for increased 
initiative and direct management. It, therefore, is becoming necessary 
for the Chicago market to devel~p the facilities for managing its own 
financial relations. The larger development of the middle western 
money market will enable Chicago to accommodate the Mississippi 
Valley with very little strain and also relieve New York of a part of 
t~e hardsbJp of peak loads. Middle western and western demands for 
acC'Ommodation may be expected to be absorbed in part in Chicago 
instead of being passed on to New York. This would tend to reduce 
the peaks and valleys of money market irregularity, and thus contribute 
to stability intthe monetary conditions of the country. 

Such outstanding needs as these encourage the study of the pos­
sibilities of the Chicago money market, and for several years past 
statistical and factual information about Chicago and middle western 
commerce have been ad:umul~ing at the University of Illinois. Bank­
ers and business men have cooperated to the fullest extent in the col­
lection of these data, and lately the Bureau of Business Research has 
been le~ding, its support to the work of collecting and analyzing Mid­
dle West Floney market data. 

The pre~ent bulletin is introductory in nature and aims at little 
more than opening up the subject. It is expected that much of the 
material which receives onl~ passing mention here will be made the 
basis for more de~iled study. 
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I. THE FACTORS INVOLVED IN A MONEY 
MARKET STUDY 

The aim of this initial study is to make an introductory survey of 
the essential factors which comprise the Chicago money market. At 
the outset it is noteworthy to reflect that no intensive analysis of the 
money market in Chicago has been made availabl' Numerous studies 
have been made of the London money market, some of which are very 
complete j now and then there has appeared a contribution covering 
some phase of the New York credit structure, but scarcely any research 
on the Chicago market has been undertaken. 

A money market has features like other markets. Good!!!! money, 
apd credit are exchanged in the market places. Like a commodity 
market, the money market has its beginnings in specialization and 
division of labor, the purpose being to facilitate the exchange of 
goods. As barter economy is superseded by money economy, and 
the latter in turn is .suliplemented to a very large extent by credit 
facilities, the money market becomes of increasmg importance and 
there is a constantly growing tendency toward the concentration of 
credit institutions within a loulity which is favorably situated. This 
favorably situated locality with its growing machmery for the transfer 
o~ funds steadily becomes the shopping center for those who have 
capital to loan or invest and for those who desire funds for productive 
operations or for speculative purposes. ThiS center, .as time goes on, 
establishes contacts with ever more distant points and thus becomes a 
market of constantly expanding limits. 

In many respects the money market is the most dominating market. 
Modern commodity markets of every kind depend for the satisfactory 
facilitation·of their exchanges upon highly organized money markets. 
One of the most noteworthy features of present day economy is the 
ease and facility with which great money markets carry on their oper­
ations. While the fundamental principles of a money markef are like 
those of other markets, its·inherent characteristics render it the most 
difficult of all markets to analyze. The most subtle influences and baf­
fling s;asual relationships of modern economic society are found in that 
market which facilitates the exchange of funds and the extension of 
credit .• 

There appear to be four fundamental factors to be analyzed in a 
survey of any money market: 

• 1. Industrial and commercial resources. Here is the background 
of the money ~~rket. It is through industrial activlty-production-

7 
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that funds are made available for the money market. Here, likewise .. 
arises the demand for funds. 

2. Bank and financial resources. The heart of any money mar­
ket is the banks. Every transaction of the market is related at some 
pomt to a banking operation. It is a banking function which brings 
together the man with funds seeking investment and the borrowing 
producer. Again it is the bank reserves which support the vast credit 
struct~re of the money market. 

3. Money rates. The money market is the most sensitive of all 
markets and no single index of money market conditions is so vital as 
the rates paid by borrowers for the use of funds. Nothing else so 
reveals .he extent of organization or the competition prevailing in the 
money \l1arket as do the money rates. 

4. The general price level. Every exchange today, of whatevh 
nature, . takes place in terms of money. Money functioning as the 
common measure of value, of course, greatly facilitates the exchange 
of goods. However, inasmuch as money is. characteristically '1.com­
modity, its value is determined by the same economic laws that de­
termine the value of all other goods. The instability of the pUl'chasing 
power of money brought about by chaqges in its demand and supply 
makes necessary a study of general prices along with money rates. 
Not only a study of the purchasing power of money but the adoption 
of a sou.nd and consistent theory of prices is imperative for a ratiol'tal 
money and credit policy. 

Th~ foregoing with respect to general prices serves merely. to point. 
out a problem which is involved in a comprehensive study of any 
money '!:parket. Space in this introductory bulletin will not permit a 
detailed analysis. 

Money market foundations. The motivating force behilld all money 
market transactions is the exchange of economic wealth and property 
rights. Money and credit play the important role in accelerating and 
facilitating the processes of modern exchange; a second factor of 
cardinal importance is transportation. Tl'ansportation limits the ex­
tent to which a market may expand its boundaries. 

Chicago owes its unprecedented development to its strategic loca­
tion with respect to transportation routes. Map 1 clearly.-;hows the 
way in which 23 of the important trunk line railways from all parts of 
the United States converge at Chicago and make the city the world's 
greatest railroad center.1 .Being situated at the foot of Lake Michigan 

11£ space permitted, a comparison with New York, PhiladelphIa, and other 
transportation centers would be Instructtve and there is no intentton to mimmlze 
these. - -
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CHlCAGO AS A MONEY MARKET 9 

gIves the city an addItional advantage wIth respect to transportation 
service. As a result of her accessibIlity, Chicago has become the lead-
109 grain and hve stock market in the world. 

The large circle on Map 1 indIcates the approximate Chicago mar­
ket area wIth about 50,000,000 population and 1,125,000 square mIles. 
WIth her raIlroads penetratmg into every portIOn of thIs large area 
Chicago can almost be called the hub of the nation. The center of in­
dustry IS only a few mIles removed; the agricultural and industrial 
centers are less than 200 miles away; and the geographIcal centtt falls 
well wlthm this area." The immense slaughtering, wool, and leather 
industries of Chicago, as well as the iron and steel manufacturing of 
East ChIcago, Joliet, and Gary have been major mfluences in movmg 
the mdustrlal center westward in the last twenty years. 

These condItions have not created heretofore an adequate money 
n~rket 10 this area. \Vhlle there is a concentration of mdustry and a 
convergence of transportatIOn at ChIcago, there has not been aaythmg 
hke an eqUIvalent convergence of the financing of this commerce. It 
is evident, even from MiP 1 alone, that the hnes of transportation 
converge but that the I;nes mdicatmg financing and credit point for the 
most part away from ChIcago. The capital requirements of agriculture 
and mdustry and the marketiug of the products give rise to the de­
mand for mvestment and bankmg funds. The relative ease with which 
money and credit flow from place to place through the smooth oper­
atIOns of natIOnal and international money market machmery, makes it 
possIble, even though not the most economical and convement, for 
money market transactions to take place far removed from the market 
handling the physical goods. 

The activities of the London money market 10 financing interna­
tIOnal trade clearly Illustrates thIS pomt. Because of the momentum 
of an early~tart, New York enjoys much the same posItion WIth re­
spect to our national exchange as London does in international ex­
change. Long-established hnes of credIt reaching into the East have 
made the use oi the New York draft the traditional method of financ­
ing domestic trade. The [flap referred to above gives some hypo­
thetical illustrations of the use made of the New York draft. As indi­
cated, exchange accumulates in New York and is then drawn upon to 
settle obligations in the different banking centers allover the United 
States. 

Many corporations, although operating principally in the West, 
maintain balances and paying agencies in New York. Such an arrange-

'See Map 1 f<fr the exact location of these centers. 
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ment can be explained, from an historical viewpoint, by the fact that 
the western country was gradually developed by eastern people. These 
people who ventured into the West had to rely on eastern capital. 
Naturally, many of the old credit lines have been maintained and will 
be for a long time. . 

An extremely important factor in the prestige of the New York 
money market is the presence of a stock exchange which has no equal 
in organization and operation. The stock exchange is a fundamental 
part of the money market machinery. Its money desk furnishes a re­
markably elastIc demand for loanable fund!>. The call market attracts 
funds from all over the world which are seeking investment and sur­
plus funds employed in call loans can be very readily withdrawn in 
case ot need. The great flexibility of this market is indicated by the 
rapid and sometimes extreme fluctuation of the call money rate. 

Another feature which the New York money market enjoys, by 
virtue of being in a seaboard town, is that of financing foreign trade. 
It has been customary for the ocean bill of lading to originate in New 
York and a prejudice exists on the part of foreign importers against 
inland bills of lading. Consequently, the ~naflcing of foreign trade 
through N ew York has developed an acceptance business which is con­
sider~bly ahead of the feeble beginnings made by Chicago. Yet the 
Chicago banks with their many foreign correspondents furnish ade­
quate machinery for financmg international trade, if the foreign im­
porters and domestIc exporters choose these banks as the place for 
payments. 

Map 1 also serves to illustrate the factors of demand and supply. 
in the Chicago money market and to emphasize some of the features 
of the New York money market which are absent or relatively unde­
veloped in Chicago. It shows in a hypothetical way: the use of the 
New York draft in domestic exchange; the developmer¥ of the ac­
ceptance market in New York through its foreign trade advantage; the 
importance of the call money market in attracting the surplus funds of 
out-of-town banks to N ew York for investment; corporation balances 
and paying agencies in New York into.which corporation earnings 
flow; the stock and bond exchanges which list the securities of most of 
the large corporations in the country; and the flow of funds to New 
York in payment for securities bought and also the deposits. kept there 
by the security underwriters. 

The map also indicates the principal classes of demand and supply 
factors in domestic and foreign exchange with reference to the Chicago 
money market. Under the classification of tlupply factors of the money 
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market or those factors whIch aid the accumulation of funds are the 
iollowing: 

1. Goods. The exportation of live stock, grains, raw materials of 
various kinds, and finished manufactured products are examples of 
this factor. 

2. Securities. A large volume of securities is sold by corporations 
keeping their balances in Chicago banks. The sale of all securities sold 
on the Chicago stock and bond exchange is at least a temporary factor 
of supply, although when the funds are withdrawn they cause a de­
mand on the money market. Securities are the most readily market­
able forms of property rights. 

3. Bank balances. Under this heading are considered all of the 
funds maintained in Chicago, permanently or otherwise, In&luding 
such as balances of corporations and outside banks which have corre­
spondents in Chicago for the purpose of loaning, financing trade, and 
travelers, settling interest and dividend payments, and for other corre­
spondent relations. 

4. Services. Her~ aliC included receipts for banking operations 
transacted by Chicago financial institutions and agencies, brokerages 
and commissions, profits from branches, transportation charges and 
amounts received for all persooal services rendered. 

5. Trading within the ChJcago area. An increased volume of 
trade attracts funds to a market. This factor is indirect, and the de­
mand for the additional funds offsets the supply for the most part, 
but nevertheless this is an important factor when considenng the total 
~mount of the medIUm of exchange used in a money market. 

The demand side of each of the listed supply factors are more or 
less obvious and accordingly will be stated only bnefly: 

1. The ;ayments made for the importation of goods. 
2. Securities sold in the Chicago money market by branches of 

outside firms. 
3. The bank balances maintained by Chicago in other centers for 

the purpose of settling accounts as a result of correspondent relations. 
4. Payments Chicago makes to out-of-town agencies for broker­

ages, commissions, transportation charges, and amounts paid for all 
personal services received. 

5. TrMing within the Chicago money market is both a demand 
and supply factor. Larger trade creates a demand for money and 
credit, and a larger supply IS drawn to the market. 



II. THE RISE OF CHICAGO AS A PRIMARY INDUSTRIAL 
AND COMMERCIAL CENTER 

The abundant natural resources of the Mississippi Valley furnish 
the basic materials for manufacturing and trade converging at Chicago 
as the center of distribution. Money and credit are necessary factors 
for the production and distribution of this wealth. What· could be 
more natural, therefore, than the development of a strong money mar­
ket' at this center of commerce and industry? The wealth of the area 
constitutes the principal source of the money market funds, and at the 
same time furnishes the chief demand for money and credit. In the 
following pages an attempt is made to indicate only some of the broad 
outlin65 of economic conditions and forces contributing to this concen-
tration of industry, commerce, and moneyed capital at Chicago. • 

The greatness of Chicago as the inland seat of manufacturing and 
commerce lies mainly in her strategic location. Situated at the foot of 
Lake Michigan the city has become a focal point of national paths of 
commerce. The terminals of 23 trunk line rgilroads are located in 
Chicago; these lines represent approximately 40 per cent of the rail­
way mileage of the entire country. 

One of the best indexes of indust,ial activity is the trend of car 
loadings. Table I indicates the trend in the number of cars loaded in 
the Chicago Termmal District. 

An analysis of freight tonnage originating with nine of the leading 
railroads operating for the most part exclusively in the Chicago terri­
tory is presented in Table II. 

The number of tons of freight loaded by these railroads in 1926 
was more than 142~ millions. 

Chicago is as favorably located with respect to raw materials as 
to transportation. The principal Chicago market area' as shown on 
Map 2 produces a large share of the basic materials for industry. Of 
the total iron ore produced in the United States in 1925 approximately 
83 per cent was mined in the Chicago area. As for bituminous coal, 
which is very widely distributed throught>ut the country, 38 per cent 
of the total output comes from Chicago territory. The abundance of 
these basic minerals, together with unexcelled transportation accommo­
dations, accounts for the production of almost half of the t>ig iron of 
the United States in this area and nearly 42 per cent of the t~al steel 

'For the purposes of this study the following states are included in the 
Chicago market area: I1hnOiS. Indiana. Ohio. Iwwa. Kansas, Michigan, Minne­
sota. Missouri, Arkansas. Oklahoma. Tennessee. Kentucky, Nebraska. North 
Dakota. South Dakota. and Wisconsin. 

12 



CHICAGO AS A MONEY MAltKET 13 

TABLE I 
INDEX NUMBERS SHOWING THE TREND OF TOTAL ANNUAL CAR 

LOADINGS IN THE CHICAGO TERMINAL DISTRICT 

Year 

1923 
1924 

(1922 = 100) 

Index Number 

111 
113 

TABLE II 

Year 

1925 
1926 

Index Number 

134 
141 

INDEX NUMBERS SHOWING THE TREND OF TOTAL ANNUAL FREIGHT 
TONNAGE ORIGINATING ON NINE IMPORTANT RAILROADS OPERAT­

ING ALMOST EXCLUSIVELY IN THE CHICAGO MARKET AREA 
(1917=100) 

Year Index Number Year Index Number 

1918 103 • 1923 105 
1919 88 1924 100 
1920 104 1925 101 
1921 80 1926 107 
1922 90 -

TABLE III 
INDEX NUMBERS SHOWING THE TREND OF THE VALUE OF MANU­
FACTURED PRODUCTS OF CHICAGO, THE CHICAGO MARKET AREA, 

NEW YORK, AND THE ENTIRE COUNTRY 
(1914=100) 

• 
Year Chicago Chicago Market Area New York United States 

1919 247 199 229 257 
1921 168 156 189 180 
1923 • 224 128 233 250 
1925 232 187 232 259 • 
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MAP NO.2-PERCENTAGE OF THE MINERAL OUTPUT OF THE UNITED STATES PRO­
DUCED BY THE CmCAGO MARKET AREA IN 1925 

rolling mill products. Almost % of the petroleum output of the United 
States comes from this territory. 

Map 3 shows how the Chicago market area stands in relation to 
the total agricultural production of the United States. The Mississippi 
Valley contains the most fertile expanse ;f territory in one contiguous 
area in the country. The territory within what has been here included 
in the Chicago market area produced in 1925 about ?4 of the com and 
oats crops of the country and more than ~ of the wheat, hay, and 
rye crops. 

In recent years the manufacturing importance of this territory has 
come to rival, if not exceed, its relative im{,ortance as a source of raw 
materials (Map 4). About 85 per cent of the agricultural implements, 
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MAP No 3-PERCENTAGE OF THE AGRICULTURAL PRODUCTS OF THE UNITED STATES 
PRODUCED IN THE CHICAGO MARKET AREA IN 1926 

75 per cen~of the motor vehicles, 67 per cent of meat packed, and 57 
per cent of the flour mill products are manufactured in this area. 

With the inviting opportunities offered by agriculture, industry, 
and commerce, the population of the Chicago market area has steadily 
increased until at the close' of 1926 a census estimate was approxi­
mately 46~ millions. This indicates an increase of 24 and 10 per cent 
since the 1910 and the 1920 census respectively. At the close of 1926 
the estimated population of the city of Chicago proper, not including 
the suburbs, was 3,048,000. This represents a gain of roughly 40 per 
cent over the 1910 census and 13 per cent over that of 1920. 

On Chart 1 is shown the course of electric power production in the 
major portion of the Chft:ago market area and also in the United 
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MAP No 4-PERCENTAGE OF SEVERAL IMPORTANT MANUFACTURED PRODUCTS OF THE 
UNITED STATES PRODUCED IN THE CHICAGO MARKET AREA IN 1923 

States as a whole. The two curves show almost the same ttend. After 
a decline in 1921 the course upward has been continuous. 

The same trend is revealed by comparing the value of manu­
factured products produced in Chicago, the Chicago market area, New 
York, and the country as a whole. The valee of output declined rapidly 
during the depression of 1921; by the close of 1923 a marked recovery 
had occurred except in the Chicago market area which was somewhat 
later in regaining its fonner position. (See Table III.) 

The trend of the value of manufactured goods of ChicagOois very 
much the same as that of New York. Since 1921 the gain has been 
somewhat more rapid in the country as a whole than in either Chicago 

. 
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or New York, and strikingly more rapid than in the Chicago market 
area. This condition is probably because of the diversification of indus­
try which is characteristtc of the first three areas but to a less extent 
of the Chicago market are~. The latter is predominately agricultural 
and since 1921 has suffered keenly from a depression. 

Another good index of general business activity is the number of 
wage ear~ers. Chart 2 shows the trend in the number of persons em­
ployed"in Chicago, the Chicago market area, New York, and the United 
States. By the close of 1919 the number of wage earners reported in 
Chicago had increased ov;r 1914 by approximately 29 per cent, while 
the gains for th.e Chicago market area, New York, and for the country 



18 BULLETIN No. 17 

• '" ., '"'' \ l\ "",-I .. .. ~, , If ill.', 

I~O 

t-•. ( M Ie .. Ii 0 , 
IIUIfT AlB , • , • 

I 
, , 

no 
'/ , 

\ \ 

\\ I I~ ... 1 

o-
lD 

\' II ~ UIIITlD STun 
CIICAt,o 

, .. II 
110 • 1\' , 

1\ \\~ ij :. 

100 \. \ Iff 
\ [7 f' "- • V ....... • N1W Y D R.K 

')0 
1 J I 

". 

0 
1,19 19z1 19" 19

1
' 

CHART 2-INDEXES OF THE NUMBER OF WAGE E.uNERS IN THE CHICAGO MARXET 
AREA, THE UNITED STATES, CHICAGO, AND NEW YORX 

(1914= 100) 

as a whole were 39 per cent, 11 per cent, and 29 per cent respectively. 
By the close of 1923 a recovery had taken place from the depression 
of 1921. Two years later (at the end of 1925) the wage earners of 
Chicago were at a figure almost 18 per cent above that of 1914; the 
corresponding gain for the Chicago market area was nearly 35 per cent, 
while that for the entire country was just a trifle larger than that of 
Chicago-19 per cent. Thel92s figure for New York was nearly 7 per 
cent under that of 1914. 

As a supplement to these statements, certain tables of index num­
bers are presented in Appendix A. No attempt has been made to 
eliminate seasonal or cycle influences from ~ese data or to associate 
the movements with fluctuating business conditions. 

• 



III. THE EXPANSION OF CHICAGO AS A 
MONEY MARKET 

The Chicago money market is, of course, only in its infancy in 
comparison with either the London or N ew -York markets, but it has 
had a phenomenal growth. 

A money market is certain to appear at the focal point of paths 
of commerce. This has always been true; and the wider these paths 
become and the more they mUltiply in number, the stronger and the 
more important the money market at such a center becomes. 

It was natural that the East should play the dommant·part in 
financing the settlement and development of the West. That part 
of the country which develops first is first also in the accumulation 
of surplus wealth and hence leads in the development of bankmg and 
credit institutions; the money market thus developed becomes the 
financial center of theocot'lntry. 

It is interesting to reflect that Chicago has remamed very sec­
ondary to New York as a money market long after it has become a 
center of first rate importance "in many other fields. However, a notice­
able change has taken place during the past generation; there are un­
mistakable indications that the Middle West is becommg more and 
more capable of financing its own community. This trend, it would 
appear, was inevitable. The Middle West IS far advanced in the stage 

. of industrial maturity. The center of industry of the United States 
is already within a few miles of Chicago; and Chicago is not more 
than 175 miles from the present center of population (see Map 1). In 
view of thfse facts it is to be expected that a money center would 
eventually arise conveniently available to the concentration of industry 

With this development there naturally comes into existence an 
increasing amount of funds available for investment. More than 9,000 
domestic banks keep balanc~s with Chicago banks. The larger banks 
in Chicago have constantly extended the domain of their operations 
and have steadily expanded their functions as bankers' banks. One 
Chicago bank alone has correspondent relations with 22,000 foreign 
bank offices. The financial resources in the Chicago money market 
have st"eadily increased. The resources of Chicago banks now aggre­
gate three and one-fourth billions, not including the Federal Reserve 
Bank of Chicago, agricultJ.lral credit banks with headquarters in Chi­
cago, or insuraI1ce companies and buildmg and loan associations. The 
assets of these latter institutions are in excess of one and one-fourth 
billion. 

19 
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The financial~tructure of the Chicago market is outlined on 
Chart 3. The purp se of this section is to show what the extent of Chi­
cago b'lnk growth as been and to give a cross-section VIew of total 
credit resources at the present time. The money market of Chicago 
in common with every important money market in the world is com­
posed essentially of privately owned and privately managed banks, 
each competing with the others for its share of the business of the 
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market. Further, in common with the New York money market, Chi­
cago banks have developed entirely without the influence of a strong 
central bank. In England and on the continent the banks have de­
veloped hand in hand with the central biDking institutions, and the 
relations between them are now firmly fixed by many years of cus­
tomary practice. 

In Chicago, as in the United States as a whole, are a lirge num 
ber of individual banks. The entire Dominion of Canada has but 11 
individually chartered banks.· Chicago has 219; 185 state b~s an( 
34 national banks. It is interesting to observe that the Chicago mone) 

• 'There were in England at the close of 1924, 13 Joint Stock Banks witl 
8,081 branches and 2 pnvate firms possessing 2 branches. 
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mar!"et is the only important money market in the "orld which has 
developed" Ith the complete absence of branch banking (Chart 4) 

These Chicago banks forming the bac!..bone of the money market 
represented at the close of 1926 a proprietors' equity of approximately 
386 millions of dollars. This amount is 121 per cent above the figure 
for 19l3.~ 

The total resources of Chicago banks (Chart 4) have shown a 
consistent gro" th; dUring the thirteen years ending December 31. 1926. 
this gro" th has been 164 per cent. As might be expected the Increase 
In Chicago bank resources has paralleled very closely the grO\\ th of 
bank resources of the country. It IS interesting to !..now. although the 
detailed figures are not gIVen at this hme. that since 1921 the Increase 
of bank resources in Chicago has been some\\hat more rapid.than for 
the entire country. 

- A study of the total loans and investments of Chicago banks 
(Chart 5) re\'eals the extent to "hlCh the ban!..s are finanCing bUSiness. 
Since the evidences of credit advances made by banks constitute the 
great bulk of their assets. there "ould be expected a parallel grO\\ th 
bet\\ een loans and in~estments and total resources; in the case of the 
Chicago banks since 1919. the rate of increase of loans and invest­
ments has continued larger tban that of total assets. 

There are a number of indications that the volume of bank busi­
ness in Chicago has been growing more rapidly than in the terri­
tory tributary to Chicago. On December 31. 1923. Chicago banks held 
31.5 per cent of the total bank loans and Investments of the Seventh 
Federal Reserve District. Three )ears later thiS figure had increased 
to 33 per cent. The corresponding figure for the Xew York City banks 
and for the Second Federal Reserve District remained at 433 per cent. 

On December 31. 1923. of the total bank loans and Investments 
held in th@ Chicago mar!"et area (sixteen states) 14 4 per cent "ere 
held in Chicago. By December 31. 1926. Chicago ban!..s "ere holding 
16 per cent. 

A greater concentration of bank resources appears to have taken 
place in the Chicago territery as a "hole than has taken place "Ithin 
the city itself. The total loans and inv..:stments of the five largest 
ban!..s in Chicago today are almost identically the same proportion of 
the totaloChicago bank holdings as was held by the five largest banks 
thirteen years ago (Chart 6). 

'Th~ ~riod conr~d inJhls initial study is for the most part the 13 year 
~nod (1914-1926. Ineluslve). 
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The course of total deposits of Chicago banks shows much the 
same trend as do bank resources. Table IV indicates the growth of 
deposits. 

Throughout the period under study the increase in the total de­
posits (Chart 7) has been considerably more rapid than the growth 
in the number of banks with the one exception of the year 1921.8 The 
demand deposits of Chicago banks show much the same trend, of 
course, as total deposits, except that in the case of the latte!' a some­
what greater increase over 1913 has persisted. A comparison 'Of the 
growth of demand deposits for Chicago with that of New York reveals 
that since 1918 the Chicago banks show a larger rate of increase than 

& 

'On January I, 1921, the state law went into effect prohIbiting private 
banks 10 IllinOiS. 
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TABLE IV 
INDEX OF TOTAL DEPOSITS OF CHICAGO BANKS 

DECEMBER 31 
(1913=100) 

Year Index Number Year Index Number 

1914 95 8 1921 177 8 
1915 118 7 1922 2163 
1916 142 2 1923 222 2 
1917 143 4 1924 255 1 
1918 157 3 1925 266 6 
1919 186 7 1926 274 1 
1920 180 1 

25 

those of New York. By the close of 1923 the demand delJOsits of 
.Chicago banks (Chart 8) stood at a figure 179 per cent above that of 
1913, while the corresponding figure for New York was 100 per cent. 
Three years later the figures were 188 per cent and 153 per cent 
respectively. Thus the growth of Chicago bank demand liabilities has 
been considerably mQre marked than in the case of New York banks. 

An analysis of the ratio of demand deposits to total resources of 
ChIcago banks shows this ratio to be fairly constant between .42 and 
.45. At the close of 1918 the figure falls to .377 which was approxi­
mately the 1914 ratio. By the end of 1926 the figure was agam .377. 
As of this latter date the ratio for all the member banks of the Federal 
Reserve System stood at .43, a year previous the ratio was .414. 
Other things being equal, the lower the ratio of demand deposits to 
resources the stronger the reserve pOSItion of the banks. 

Of course, demand deposits, whIch consist almost entirely of 
"individual" checking accounts,' are but one form of the bank's total 
demand liabIlity. Another important demand item is "due to banks," 
in other w~rds, the deposits of banks. Of slight importance today are 
the outstanding notes of national banks which compose the third form 
of demand liability. A study of the demand liability of the Central 
Reserve City Banks of Chicag08 shows that since 1913 a decreas­
ing proportion of the toral demand liability of the banks consists 
of bank depOSIts, and a corresponding proportIOnal increase in de­
mand deposits has taken place. ThIs change has been steady and 
pronoun~d. On December 31, 1913, 51.1 per cent of the total demand 

'''Individual'' checkmg accounts as referred to here mclude aU demand 
habilltles other than balances "due to banks" 

'The number of these b.nks, accordmg to the ComptroUer of the Currency, 
ranges from 9 m 1913 to 14 In 1925 The same class of banks in New York 
ranges from 36 In 1913 to 33 In 1925. 
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(1913 = 100) 

was due to banks. It is very interesting to observe that there is 
scarcely any seasonal variatiQn in the proportionate size of the demand 
liability items in either the Chicago or New York banks. This is 
apparently one indication ~t the bulk of the fund movement into and 
out of the two money markets is accomplished chiefly by the city 
banks acting only in the capacity of agents for the country banks. 

For tJ1e purpose of the present study we may consider cash and 
amounts due from banks together with legal reserves on deposit with 
the Federal reserve bank of the district as composing the banks' cash 
reserves. A brief analysis of reserves for the central reserve city 
banks of Chicago for the thirteen year period (1913-1925) shows that 
there has been a gTadual decline in the ratio of reserve to total de­
posits. 
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TABLE V . , 
THE NUMBER OF DOLLARS OF DEPOSITS WHICH ONE DOLLAR OF 

RESERVE WAS SUPPORTING IN THE CENTRAL RESERVE 
CITY BANKS OF CHICAGO AND NEW YORK 

DECEMBER 31 

Number of Dollars of Deposita Supported 
Year by One Dollar of Reserve 

1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 

Chicago Banks 

$2 50 
3 08 
2 93 
3.16 
3.42 
3.44 
3.65 
4 12 
4.34 
4 37 
438 
455 
5 21 

New York Banks 

$2 92 
3 80 
441 
4.46 
5 93 
6.72 
645 
7.27 
6.84 
8 35 
8 94 
8 01 
9 01 

At the close of 1913 the above banks' ratio of reserves to total 
deposits was very near 40 per cent; twelve years later-at the close 
of 1925-the ratio was approximately 19' per cent. The corresponding 
figures for the central reserve city banks of New York were 34}4 
per cent and 11 per cent respectively. The central reserve city banks 
in both money markets show a steady decline in reserves relative to 
deposits. 

It follows from these figures that a dollar o.f reserve in the New 
York banks was supporting throughout the period under study a 
greater number of dollars in deposits than the Chicago banks. (See 
Table V.) € 

The same trend is observed for the banks in the United States as a 
whole. At the close of 1914 the ratio of reserves to total deposit liability 
was approximately 21 per cent. By the end of 1920 the ratio stood at a 
trifle above 16 per cent; on December 31, }926, approximately 14 per 
cent. It is thus seen that the downward course in relative bank reserves 
has not been so pronounced in the case of the country as a whole as in 
the case of Chicago and New York. On December 31, 1914, when one 
dollar of reserve maintained $3.08 and $3.80 of total depo;its in the 
central reserve city banks of Chicago and New York, one dollar of 
reserve was supporting $4.74 in the banks of the country as a whole. 
At the close of 1920 one dollar of reservce was supporting $4.12 of 
deposits in the Chicago banks, $7.27 in New York banks, and $6.06 in 
the banks of the country as a whole. By the close of 1925 the figures 
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TABLE VI 
-INDEX NUMBERS SHOWING THE TREND OF RESERVES (TOTAL CASH 

AND DUE FROM BANKS) AND TOTAL DEPOSITS OF THE 
CENTRAL RESERVE CITY BANKS OF CHICAGO 

AND NEW YORK DECEMBER 31 
(1913=100) 

Chicago Banks New York Banks 
Y.ear 

Reserves Deposits Reserves Deposits 

1914 77 95 92 119 
1915 102 120 133 201 
1916 115 145 131 200 
1917 113 155 126 256 
1918 120 166 119 273 
1919 127 185 129 285 
1920 93 153 99 246 
1921 85 147 96 !25 
1922 99 173 93 267 
1923 104 182 77 235 
1924 104 189 105 287 
1925 93 194 98 304 

were $5.21, $9.01, and $6.99 respectively. These figures indIcate that 
Chicago banks have not used up theIr credit resources as fully as the 
N ew York banks and the banks of the country as a whole. 

Table VI shows that in tJoth Chicago and New York banks the 
decline in the reserve position has taken place almost entirely through 
increased deposits rather than a change in the reserves. 

In the preceding analysis there is but one reserve ratio shown 
for each year-that is, as of December 31 each year. Although there 
is some seasonal movement, the December 31 figure is fairly repre­
sentative of the position during a twelve month period. A study of 
the reserve positIOn of the banks In the two money markets on the 
"call dates'~ each year-four or five times a yearS-reveals the tend­
ency of considerably more seasonal variation of reserve ratio during 
the early years of the period studied, particularly 1913, 1914, 1915, 
and 1918. During the latter part of the period-notably the years 
1920, 1921, 1922, 1923, anrl.1925-there was a marked lack of varia­
tion from season to season and but little change from year to year 
except the shght trend toward a declining reserve ratio. There ap­
pears to ~e but very httle dIfference between the seasonal range of 
fluctuation of the Chicago banks and that of the New York banks. 

The Federal Reserve Bank of Chicago is the central bank of 
the Seventh Federal Reserve District. ThIS includes all of the lower 

'The Comptroller of the- Currency made SIX calls for National Bank Re­
ports In the years 1914 to 1920 inclusIVe. 
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CHART 9--CoMPARATIVE POPULATIONS OF THE THREE MOST POPULOUS FEDERAL 
REsERVE DISTRIctS ESTIMATED JUNE 30,1926 

peninsula of Michigan, Iowa, and the major portions of Illinois, In· 
diana, and Wisconsin. In so far as the Reserve Bank does business 
simply with the banks of its own district, its activities do not reflect 
quite so well the operations of the Chicago money market as do the 
private banks themselves. It is obvious tllat a money market is not 
confined within any arbitrary geographical limits. The Federal Re­
serve Bank of Chicago is the second largest in size of the twelve 
regional banks. Of course its operations have steadily grow,p since it 
started to function late in 1914. The Chicago Federal Reserve District 
contains considerably more individual banks than any other district. 
The Federal Reserve Bank of Chicago has a larger number of mem­
ber banks than any other Federal Reserve Bank. On January 1, 1926, 
1,335 member banks were reported (Map 5). 
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CHART 10--INDEXES OF TOTAL DEPOSITS HELD BY THE FEDERAL REsERVE BANKS OF 
CHICAGO AND NEW YORK DECEMBER 31 

(MEDIAN = 100) 

Of t1~e total bank resources of the city of Chicago 76 per cent 
are in the membership of the Federal Reserve System. The corre­
sponding figure for the country as a whole is 65 per cent. Of Chicago's 
185 state banks, slightly more than lout of 7 are member banks, 
while for the entire Unite a States but one state institution out of 14 
is a member. The Seventh Federal Reserve District is considerably 
the most populous (Chart 9). It exceeds the population of the New 
York DI!trict by approximately two and one-half millions, and that 
of the next most populous district-Oeveland-by nearly six millions. 

The trend in the total deposits of the Federal Reserve Banks is 
a very good index of the course of banking activity within the re­
spective districts. These -depOSits include, for the most part, the law­
ful reserve of the member banks. The accompanying Chart 10 indi-
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cates the growth of the deposits of the Chicago and New York Fed­
eral Reserve Banks. 

During the period between 1916 and 1919 the rate of increase in 
the case of the New York institution exceeded that of the Chicago 
Bank. With the recovery which took place after the decline of 1920 
and 1921, the deposits of the Chicago Federal Reserve Bank tended to 
expand more rapidly than those of the New York Bank. 

In the case of the Federal Reserve Banks' other important liability, 
namely Federal reserve notes in actual circulation, the outstanding 
notes of the Chicago Bank show a trifle larger fluctuation. In 1920 
the high figure for both the Federal Reserve Bank of Chicago and 
New York was reached when the index number for the former bank 
stood at-approximately 218, while 209 represented the position of the 
New York Bank relative to the base (i.e., to the median of the period 
1914-1926 inclusive) .10 During the three years \\ hich followed, a con-' 
siderably mor'e rapid decline took place in the case of the New York 
Bank than in that of the Chicago Bank. It was not until 1924 that the 
precipitous fall in circulation took place in the case of the Reserve 
Bank of Chicago. During the year 1926 the note circulation of both 
banks showed an upward tendency, being the more pronounced with 
the Chicago Bank. 

An analysis of the volume of rediscounted commercial paper held 
by the Federal Reserve Banks of Chicago and New York shows the 
trend for both banks to be almost id~tical. It is interesting to note 
again, however, that the holdings of the Chicago Bank reveal slightly 
more fluctuation; in 1920, after a rapid rise in 1918 and 1919, the 
holdings of rediscounted commercial paper of the Federal Reserve 
Bank of Chicago were nearly 400 per .cent above the median, while 
the correspondmg figure for the N ew York Bank was approximately 
324 per cent. After a very rapid decline in 1921, the codrse of the 
volume of paper rediscounted continued irregularly (Chart 11). 

In the case of the open market holdings of the two Federal Re­
serve Banks there is found, as might be expected, a very irregular 
movement. But here again, as in the case~of notes in circulation and 

l"The device used in measuring the trend of the Federal reserve bank data 
is that of Index numbers With the median figure of the perIOd (1914-1926 inclu­
sive) used as the base (100). For example, in shOWing the trend of d\:posltl the 
median figure for the Federal Reserve Bank of Chicago IS that of December 31, 
1920; for the Federal Reserve Bank of New York It is that of December 31,1923 

As to the volume of rediscounted commerCial paper held by the Federal 
Reserve Banks, the median figure for the Chicago Bank data II that of December 
31, 1923; for the ·New York Bank data It IS tha", of December 31, 1921. The 
same method is employed in measuring the trend of the Federal reserve notes In 
circulation and the open market holdings of the two Federal Reserve Banks. 
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rediscounted commercial paper, the Reserve Bank of Chicago shows 
more fluctuations. 

Table VII indicates the fluctuating movement of the open mar­
ket holdmgs of the t\\ 0 banks. A marked nse took place in the case 
of the Federal Reserve ~ank of New York dunng 1917; the up­
\\ ard movement in the holdmgs of the Clucago Bank did not take 
place until a year later but \\as far more pronounced than that of 
the Fel1eral Reserve Bank of New York. With the decline in the 
volume of holdmgs \\hich took place" in 1920 and 1921, the fall was 
more preCipitous in the holdings of the Chicago Bank than in those 
of the New York Bank. From 1922 through 1926 the movement con­
tinued irregularly, tho~gh much less marked than in the previous 
period, in the case of both institutions. 
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TABLE VII 
INDEX NUMBERS SHOWING THE TREND OF OPEN MARKET HOLD· 

INGS OF THE FEDERAL RESERVE BANKS OF CHICAGO AND 
NEW YORK DECEMBER 31 

(Median = 100) 

Year Federal Reserve Federal Reserve 
Bank of Chicago Bank of New York -

1914 1 0 
1915 8 13 
1916 40 60 
1917 36 214 
1918 244 100 
1919 360 276 
1920 1~~ 159 
1921 68 
1922 57 75 
1923 165 130 
1924 132 147 
1925 108 54 
1926 195 144 

This initial survey of the Chicago market would not be complete 
without a word about the relations which the larger Chicago banks 
have with banks throughout the country. Practically one-third of 
all the banks in the country keep balancis in Chicago banks. One 
Chicago bank alone holds deposits of one-sixth of all the nation's 
banks; and in addition approximately a thousand other banks have 
transit arrangements with this bank. It is noteworthy that, even 
though many of the country banks do not have a Chicago correspond­
ent, these smaller banks in many cases deposit with leading banks of 
their territory, which banks, in turn, maintain balances in Chicago 
banks. Map 6 shows graphically how the correspondent banks of six 
representative Chicago banks are distributed throughout the country. 

Chicago banks also maintain correspondent relations w~h banks 
in foreign countries to aid their customers in foreign commerce and 
travel. Seven of the larger banks have arrangements with 33,017 
foreign bank offices for th~ drawing of drafts and letters of credit 
upon them-one of these banks maintains 21',979 foreign correspond6 

ent relations. Six other Chicago banks have 11,038 such foreign cor­
respondents, of which 1,349 are in Great Britain, 1,345 in France, 
914 in Germany, 702 in Italy, 464 in Switzerland, 385 in Canatla, 287 
in Czecho-Slovakia, 253 in Sweden, 241 in Spain, 222 in Holland, 206 
in Belgium, "etc. Map 7 shows graphically the countries with which 
these Chicago banks maintain contacts through foreign correspondent 
banks. 
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CHART 12-INDEXES OF CHXCAGO AND NEW YORK ANNUAL BANK CLEARINGS 
(1913 = 100) 

Bank clearings, of course, have long been considered aile excellent 
index of general business conditions and banking activity. Chart 12 
shows the trend of total annual bank clearings from 1914 to 1926 
inclusive for Chicago and New York. The curve shows that the 
growth of the clearings of the New York.banks exceeded those of 
Chicago banks. In the case of New York the 1919 clearings were 
almost 150 per cent larger than the 1913 figure; the corresponding 
gain for Chicago was approximately 85 per cent. The 1925 cJearings 
of the New York banks were very nearly 200 per cent more than 
the 1913 clearings while those of Chicago showed an increase of 120 
per cent over the clearings of 1913. There was a larger gain over 
1913 in the case of the 1926 clearings, the p;rcentage increase being 
207 and 101 respectively. 
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TABLE VIII 
INDEX NUMBERS INDICATING THE TREND IN THE NUMBER OF 

TOTAL BANKS, NATIONAL BANKS, AND STATE BANKS IN 
CHICAGO AS OF DECEMBER 31 AND IN THE UNITED 

STATES AS A WHOLE JUNE 30 
(1913=100) 

Year 
Chicago Banks Banks in U. S 

Total National State Total National State 

1914 111 90 117 103 101 104 
1915 117 114 118 104 102 105 
1916 116 110 118 106 101 109 
1917 119 110 122 107 102 111 
1918 120 110 123 111 104 115 
1919 150 110 160 112 106 116 
1920 155 114 165 116 109 122 
1921 185 133 199 118 109 125 
1922 190 133 205 117 110 123 
1923 204 148 219 116 109 122 
1924 207 148 223 113 108 

I 
118 

1925 212 157 227 111 108 116 
1926 221 162 237 108 106 112 

The number of Chicago banks has steadily increased. At the 
close of 1926 the number ex<;eeded 1913 by 121 per cent. During this 
same perIOd, as has been pointed out, bank resources Increased ap­
proximately 164 per cent. 

For the thirteen year period under study the number of national 
banks increased 62 per cent and that of state banks approximated 137 
per cent. (See Table VIII.) 

Thus the increase in the number of incorporated banks in Chi­
cago has considerably exceeded that of the entire country. 

Taking the banks of Chicago as a whole, 14 per cent are capital­
ized at frtlm $100,000 to $200,000. Forty-four per cent of the banks 
have a capital stock of from $200,000 to $300,000, while nearly 12 per 
cent have a capitalization of from one millIon to five million. 

At the close of 1914 the total resources of all Chicago banks 
averaged approximately ten and three-fourths mIllions per bank; by 
the close of 1926 this figure had increased to almost fourteen and one­
half millions. 

Th& corresponding figures for the total bank resources of the 
entire country at the close of 1914 and 1926 are approximately one 
million and two and one-third millions respectively. 

Chicago has long been identified as an important agricultural 
credit center. While Clticago is not a seat of one of the twelve Fed­
eral land banks, the city has two joint stock land banks, the com-
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bined loans of which were, at the close of 1926, approximately one, 
hundred five and one-half millions. The resources of either of these 
banks were in excess of those of any other of the 53 operating joint 
stock land banks. 

In 1926 there were 342 building and loan associations doing busi­
ness in Chicago; these associations reported aggregate outstanding 
loans to stockholders of nearly ninety-one millions, the total resources 
were in excess of ninety-seven millions. In 1913, 219 similar asso­
ciations reported nearly twenty-one and one-fourth millions of loans; 
the assets aggregated a trifle more than twenty-three millions. Thus 
during the above period of fourteen years there took place an increase 
of approximately 322 per cent in the total resources of the Chicago 
buildmg.and loan associations. It is interesting to note that taking 
the State as a whole there were 881 of these associations functioning 
with total resources of close to three hundred fifty-five and one-half 
millions in 1926. The Chicago organizations represented but 36 per 
cent of the aggregate resources of all of the building and loan asso­
ciations of the State. At the same time-at the close of 1926-the 
Chicago banks represented approximately 70 per cent of the total bank 
resources of the State. 

A survey of insurance corppanies \\lith home offices in Chicago 
shows that on December 31, 1925, there were 173 such companies 
including fire and life insurance companies and assessment and fra­
ternal associations. The combined assets of these companies totaled 
close to two hundred seventy millions, while their holdings in stocks 
and bonds aggregated nearly eighty-nine millions. At the end of 1913 
there were one hundred two local companies doing an insurance busi­
ness in Chicago with total resources of approximately fifty-seven and 
one-half millions, among these assets were twenty-two and three­
fourths millions in securities. 

The operations of the commercial paper house are important in 
the Chicago money market. These firms are for the most part middle­
men facilitating the exchange of funds between those possessing funds 
for short time investment, mainly banks, am those producers in need 
of credit accommodation in the normal course of their business. 

Chicago possesses a number of nationally-known firms dealing in 
commercial paper. One representative house with its home <vffice in 
Chicago has offices in eight important centers from New York to San 
Francisco, and maintains resident salesmen or representatives in a large 
number of cities. 
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Commercial paper bought by Chicago firms originates in prac­
tically every state in the union. ThIs paper is purchased. chiefly by 
Chicago banks, and some of it is resold to correspondent banks. 

The growth of the finance company in recent years has been re­
markable. Finance compames as specialized credit firms meet a par­
ticular need-that of financing the purchase of consumers' goods. It 
IS Interesting to note that the first specialized finance company was 
organized In Chicago In 1905, and functioned for seven or eight years 
with practically no competitIOn. 

The automobile industry gave the great impetus to the organiza­
tion of finance compames; and between 1920 and 1924 the greatest 
growth took place. In August, 1927, a study was made of these 
firms and 573 different finance compames reported. Of thi~ number 
95 had home offices in I1hnois. This was consIderably in excess of 
that of any other state. Approximately 182-almost one-thlrd-were 
located in the Seventh Federal Reserve District. The reporting finance 
companies of the country transacted an aggregate busIness of more 
than three and one-fourth bllhons during the year, 1926. Eighty-one 
per cent of this business represented the purchase of automobile paper. 

It has become customary for the largest finance companies to 
obtaIn credit in the open mi),rket. This is done by selling their col­
lateral trust notes direct to bankers or commercial paper brokers. 

The growth and development of the Middle West created large 
demands for financing which were supplied mostly by eastern and for­
eign capital through the investment houses of Boston, New York, and 
Philadelphia. These firms soon found it expedient to have local of­
fices in the Middle West and branches were estabhshed at Cleveland, 
Detroit, St. Louis, Chicago, and Minneapolis, but as Chicago began 
to develop into a great railroad and industrial center, these offices be­
gan to gr<fvltate toward Chicago. 

The growth of Chicago and the development of the railroads here 
brought the need for real estate financmg, both rural and urban. Farm 
mortgage financing reached great proportions until the passage of the 
Federal Farm Loan Act, when the private firms went out of business 
because they could not compete with the Federal and Joint Stock Land 
Banks whose bonds are exempt from taxation. 

The. urban real estate business developed WIth the growth of the 
city. until now there are a large number of firms engaged wholly or in 
part In city real estate financing. Specialization in this line has been 
carried to such an extent that some firms devote their entire resources 
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to such work as the financing of hotels, apartment buildings, office 
buildings,.or bungalows. The larger firms engage in all branches of 
real estate financing. 

Because of the great wealth of this section of the country, the 
Middle West has changed from a borrowing community to one capable 
of financing its own operations, and at the same time of lending to 
others as evidenced by some recent underwriting of foreign issues. 
Because of this change eastern investment. dealers found it very 
profitable to distribute their securities in this area, and there arose a 
network of branches of eastern investment firms throughout the Mid­
dle West. 

In recent years, however, the situation has changed somewhat and 
investrrw.!nt houses with Chicago as the principal investment center 
have developed rapidly until on June 30, 1927, there were 360 in­
vestment houses in Chicago including branches of outside firms. How­
ever, this number does not include the commercial banks of Chicago 
which also do an investment banking business. 

The geographical distribution of investment securities by Chicago 
firms would in fact cover all the states and the principal cities as well 
as reach the principal foreign countries. One of Chicago's largest 
firms with agents and representatives .throughout the country has 
pushed its branch offices into the investment territory of the East and 
reports at this time two branch offices in the State of Maine from 
which its salesmen cover the entire state; one main branch office in 
New Hampshire; one in Albany, and one in Brooklyn, New York; 
one in Springfield, Massachusetts; two in the State of Connecticut; 
two in Pennsylvania; one in Baltimore, Maryland; and one in Wash­
ington, D. C. This indicates that Chicago firms are able to reach into 
the old established investment centers of the East and compete on 
favorable terms. The network of branches and agencies of Chicago 
investment firms representing all lines of securities-real estate, public 
utilities, railroads, industrials, and so on-reach every important city 
in the United States and bring the people of these cities in daily direct 
touch with the Chicago investment market~ 

Only a few years ago large investment issues were almost always 
underwritten in the East, and Chicago banks and investment firms 
were asked to participate in the retailing. The recent develdl>ment of 
the Chicago investment market has brought with it direct underwriting 
by Chicago firms. During the year 1913 Chicago firms offered bonds 
to the amount of $3,450,000 while joining with firms in other cities in 
the retailing of $470,727,000. In the year lY26, 80 banks and invest-
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CHART IJ-VOLUME OF BONDS SOLD EXCLUSIVELY BY CHICAGO FIRMS AND THE 
LOCATION OF THE PAYING AGENTS, 1926 

mcnt houses having their main offices m Chicago offered bonds to 
the amount of $257,376,000 while joimng with firms in other cities 
in the retalhng of $1,186,432,000. One Chicago trust company re­
ports that its bond department during the first SIX months of 1927 
underwrote issues in 43 of the 48 states of the Union. This same 
company maintains an acb~ market for municipal securities of every 
city in America with a population of 5,000 or more and handles obli­
gations from every city in this country of 100,000 or more. The un­
derwritin~ of investment issues by Chicago firms is not confined to 
thiS country. One firm in Chicago reports direct underwriting for 
fourteen foreign countries. This same company maintains retail dis­
tribution offices in many of the important foreign countries, mcludlng 
such as those inside thee Arctic Circle, Japan, South Africa, India, 
and Austraha. 
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CHART 14-UNDERWRITINGS AND PARTICIPATIONS OF CHICAGO FIRMS AND THE 
LOCATION OF THE PAYING AGENTS, 1926 

An interesting fact to note about the investment market is the 
location of the paying agents of the corporations whose bor:ds are sold 
in this area (Chart 13). It is to these paying agents, of course, that 
the interest coupons and the bonds at maturity must be forwarded for 
payment. For 43.5 per cent of the $3,450,000 of bonds offered by 
Chicago firms during 1913, corporations rrtaintained paying agents in 
Chicago and for 56.5 per cent maintained paying agents in other cities. 
During the same year Chicago firms joined with firms in other cities 
in the retailing of $470,727,000 of bonds. The amount sold by-each firm 
was not indicated. Of this amount corporations maintained paying 
agents in Chicago for 6.8 per cent, in New York for 76.3 per cent, in 
both New York and Chicago for 3.7 per cent, and in other cities for 
13.2 per cent. Taking all the bonds-those ·offered solely by Chicago 
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firms and those offered by firms in other cities and Chicago firms­
paying agents were maintained in Chicago for 7.1 per cent of the 
total, in New York for 75.8 per cent, in both New York and Chicago 
for 3.6 per cent, and in other cities for 13.5 per cent. Of the $257,-
376,000 offered during 1926 solely by firms having their main offices 
in Chicago, the interest and principal of only 26.3 per cent of these 
are to be paid through agents in Chicago, while 11.1 per cent are to 
be paid through agents in New York, 56.9 per cent through agents in 
both New York and Chicago, and 5.7 per cent through agents mother 
cities (Chart 14). Of the amount paid through both New York and 
Chicago, the volume paid through New York and the volume paid 
through Chicago <:annot be ascertained. Of the $1,186,432,000 re­
tailed jointly with other firms, in this year, only 26 per ~nt are 
to be paid through Chicago, while 43.4 per cent are to be paid 
through New York, 28 per cent through New York and Chicago, and 
26 per cent through other cities. Takmg the total of the two-those 
offered solely by Chicago firms and those offered also by firms in other 
cibes-$I,443,808,000, the interest and principal of 6.8 per cent are to 
be paid through agents in Chicago, 37.6 per cent through agents in 
New York, 33.2 per cent through agents in N ew York and Chicago, 
and 22.4 per cent through agents in other cities. 

The payment of the coupons and the bonds retailed by Chicago 
firms in this area through agents in N ew York makes It necessary for 
the corporations issuing the bonds to keep deposits in New York banks 
to meet these payments, thus increasing the supply of funds in the 
New York money market. The shipment of these bonds to the East 
for collection causes inconvemence and loss of interest while the col­
lections are being transferred. Occasionally, an eastern institution is 
found which insists that western bonds be payable in the East not so 
much bec:luse of the cost of conversion into New York funds, but 
to avoid the inconvenience and loss of interest entailed by transfers. 
As more of the bonds retailed by Chicago firms are paid through 
Chicago, more funds will be made available in the Chicago money 
market, and economies will' result from these savings. 



IV. REVIEW OF MONEY RATES IN THE THREE 
PRINCIPAL MONEY MARKETS 

Money rates are properly considered the indexes of the demands 
for funds. These demands are many and various; they represent 
"good," "medium," and "indifferent" names; long and short term 
financing; consumption, production, marketing, and speculation. The 
moneyed capital in any community or country is subject to rapid 
increases and decreases relative to demand. The change in the supply 
of these funds in a given community relative to the demand does not 
depend alone upon an increase in the demand or need for it but may 
be affected as quickly and even more durably by the confidence in the 
reliability of the institutions of the community. 

A good example is the high rates in many European, Asiatic, and 
South American countries at this time compared with the low rates in • 
England, Canada, and the United States. It is a well-known fact that 
the lenders in many of these high-rate countries have been investing 
their money in the low-rate countries. While scarcity or an apparent 
scarcity may be pointed to as the general cause for high money rates 
in a given community, the causes of scarcity are numerous. Moneyed 
capital takes flight from a community in which confidence is lacking 
or declining. New communities must take time to build confidence 
and reliable institutions. Thus we have a flow of funds from one 
section of a country to other sections of the same country and, unless 
prevented by prohibitive legislation, distrust of foreign borrowers or 
like barriers, a flow from one nation to another, or to many other 
nations. Apart from the restrictive legislation and the individual's 
inherent preference for the familiar and near at home, coupled with 
his limited knowledge of investment opportunities, when he is select­
ing his investments, the credit market may be thought of as being 
world-wide. In brief, the rates are determined by the free play of 
the forces of demand and supply limited by such restrictions as have 
been mentioned. 

Economic society has developed certain more or less specialized 
institutions which serve as integrating and coordinating agencies in 
our credit economy of today. A more definite conception of the 
variety and scope of these institutions will he obtained by referring to 
Chart 3 which indicates the structure of the Chicago money market. 
There is, of course, some variation in the organization of the different 
markets. For example, the stock exchange of Chicago is still too un­
developed to play the active role in the mon~ market of Chicago that 
is played by the New York Stock Exchange and the London Stock 
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CHART IS-AVERAGE MONTHLY RATES ON 4-6 MONTHS CoMMERCIAL PAPER, 
LONDON, NEW YORK, AND CHICAGO 

Exchange in the money markets of New York and London respec­
tively. 

The adequacy of the institutions of any money market may be 
inferred from the degyee of sensitiveness which the money rates in 
that market show to the constantly changing economic conditions 
throughout the world. That is, a freely competitive money market 
immediately reflects changes in demand and supply factors In any part 
of the world. To the extent that such changes do not react upon the 
rates therein, the market is not one which could be designated as 
freely competitive. In this connectIOn the charts in the following 
section will be of interest. 

Rates on Four to Six Months Commercial Paper in the Chicago, 
New York, and London Money Markets 

The rates in these three markets present the comparative money 
and cred~t conditions. From 1914 down to the present day no com­
parison seems quite satisfactory because during the \Var money and 
credit supplies were managed for necessary purposes in all three 
markets concerned (Chart 15). After the War the period of readjust­
ment likewise interfered. with money market freedom. While the 
London rates ruled above American rates during the first and a part of 
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the third quarter of 1920, the American rates passed the London rate, 
in the third quarter of 1920 and continued to rule above the London 
rate until the first part of the second quarter of 1921. Temporarily 
the London rate advanced above the New York rate, and at one time 
was as high as the Chicago rate and then declined rapidly, falling be­
low the New York rate in the third quarter of 1921 and continuing 
below until the middle of 1924. Then the London rate advanced 
sharply, rising above both the New York and Chicago rates before the 
end of the third quarter of 1924. It has fallen below these rates only 
twice since. Throughout the entire twelve years under cbnsideration 
the Chicago rate ruled above the New York rate, falling below oc­
casionally but never remaining below for any long period of time. The 
study of. these rates is essential in the economic analysis of the money 
market, commerce, and economic history of this period. 

Rates on Sixty to Ninety Day Commercial Paper 

The trend of rates on sixty to ninety day commercial paper in 
these markets is identical with the trend on four to six months paper, 
but the fluctuations are wider in London on the shorter term maturities 
than on four to six months paper, indicating a more sensitive market. 
In the Chicago and New York markets the rates rule closer together 
on the short term paper than on the four to six months paper, and in 
Chicago the rate on 60 to 90 day paper is somewhat below the New 
York rate, indicating a condition well-known to be true, that the sup­
ply of long term paper in Chicago is relatively larger and consequently 
does not command as favorable a market as the shorter term ma­
turities (Chart 16). 

During the period of post war inflation (1919-1920), the trend 
was decidedly upward, particularly in 1920; again the trend in the 
American markets was almost identical. The peak was reached in 
the spring of 1920 at an average of 8 per cent and remained around 
that figure throughout the summer. In the London market, the rise 
took place a few months earlier and did not reach the heights attained 
in the other two markets. The fall whim set in early in 1921 was 
somewhat more gradual than that in Chicago and New York. The 
decline continued until the summer of 1922, in both the Chicago and 
New York markets, when a rise set in which continued untilcabout the 
middle of 1923, then a decline started; it is to be noted that the rate 
averaged higher a few months longer in the Chicago market. This fall 
in the rate persisted until late in 1924 in both markets; through 1925 
and 1926 the trend was irregular but mostl~ upward. In the London 
money market, the same rate kept at a low level during 1922 and early 
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CHART 16-AvERAGE MONTHLY RATES ON 60-90 DAY COMMERCIAL PAPER, 
LONDON, NEW YORK, AND CHICAGO 

1923, when an irregular movement set in which continued through 
1926. 

Central Bank Rates 

Chart 17 presents a comparative picture of the central bank rates 
in the three money markets under consideration from the opening of 
the Federal reserve banks to the end of 1926. Durmg this entire penod 
unsettled conditions prevaIled in the world's money market. Through­
out the War embargoes and restrictions on gold movements and gov­
ernment support by central banks destroyed any movement of the 
central bank rates as indicators of economic conditions. The removal 
of the restrictions on credIt and exchange operations and gold exports 
from the United States the last of June, 1919, was followed in a few 
months by a rapid advance PI1 the central bank rates in this country as 
well as a more rapid advance by the Bank of England rate. While the 
Bank of England did not return to an effective gold standard for in­
ternationa.1 exchange until the latter part of May, 1925, it is particularly 
noticeable that the central bank rates in these three markets moved in 
the same general direction with the Bank of England's rate leading. 

The downward movement in rates beginning in the early part of 
1921 was led by the Bant: of England rate and reached the low of 
3 per cent in June, 1922, then held at that level until July, 1923, when 
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CHART 17-AVERAGE MONTHLY RATES OF THE BANK OF ENGLAND AND THE 
FEDERAL RI:SERVE BANKS OF NEW YORK AND CHICAGO 

the rate was advanced 1 per cent. The rate at the Federal Reserve 
Bank of New York did not decline to J per cent until August, 1924. 
The rate at the Federal Reserve Bank of Chicago declined to 4 per 
cent in June, 1924, but remained at this figure throughout the remain­
ing period under consideration. It is particularly noticeable that the 
Bank of England rate advanced to 4 per cent in July, 1923, and re­
mained at 4 per cent until March, 1925, when the rate was advanced 
to 5 per cent. While the Bank of England rate stood at 4 per cent 
in June, 1924, the New York bank rate was reduced to 30 and in 
August, to 3 per cent. Then the New York rate was advanced to 30 
per cent in February, 1925, and the London bank rate from 4 to 5 
per cent. No other change was made in the New York bank rate 
until January, 1926, when the rate was a4,vanced to 4 per cent. 

In the meantime, the Bank of England rate had been reduced to 
40 per cent in August, 1925, and to 4 in October, and then advanced 
to 5 in December where this rate remained throughout the rest of the 
period under consideration. 

The New York Bank rate was lowered in April, 1926, to 30 per 
cent and advanced in August to 4 per cent, which rate prevailed for 
the remaining portion of the period studied. 

It is out of the question to say that central bank rates were ad­
justed to economic conditions during the period of control, but it is 
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distinctly noticeable that despIte control of the gold movements and 
bank rates all the bank rates moved in the same general dIrection. It 
IS also noticeable that when the embargo was removed on gold and 
credIt transactions in the Umted States, that the London and American 
markets alike tended to become adjusted to economic condItions. With 
the depression that accompanied the readjustment, rates followed 
money market expectatIOns wIth the Bank of England rate showing 
the more adaptable characteristics and reaching a lower level despite 
the scarcity of gold in the English market. This lower level, however, 
may to some extent measure the seventy of the cnsis which prevailed 
in England as compared with that in the United States. With the 
improved business condItions In 1923 the English rate responded im­
mediately while the American rate remained fixed. The wi& vari-

.atlOns in these rates beginning in May, 1924, WIth the first dechne in 
the New York rate, a further dechne to 3Yz In June and to 3 in 
August, while the London rate remained steady, may be indicative 
of prevalhng condItions in the two countries. The irregularity pre­
valhng from the middle of 1924 to the end of 1926, however, in these 
central bank rates shows rather clearly the struggle for readjustment 
in economic condItions in the respective markets. It might best be said 
that these irregulanties are an Index of the diSSImIlar conditions ex­
isting in these markets. 

The steadmess of the ChIcago bank rate from August, 1923, to 
the end of 1926 shows the mflexlble character of the ChIcago money 
market and the faIlure of the market to register rate changes with the 
changes In economIc conditIOns indIcated by the two prinCIpal money 
markets (Chart 18). 

Call Loan Rates 

The rates for call money are the spectacular rates in the money 
market despite the fact they are of the least importance as indIcators 
of trends In commerce, agriculture, industry, Investments, and in fact, 
general business. Call rates merely represent the reserve posItion of 
the banks. A small fluctuaJlOn in the volume of funds available for 
the call market may cause a very WIde fluctuation in the rates, and it 
may be ollly for an hour or. a day and it may represent a burst of 
speculative enthusiasm, an economic change made by the operations of 
some bankmg house, government fiscal operatIOns, an unexpected de­
mand for gold, and the hke. 

Despite the fact that call rates do not represent money market 
condItions, the popular importance assigned to them justifies their in­
clusion in a study of the money market. More significant than the 
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CHART IS-AVERAGE MONTHLY CALL LOAN RATES, LONDON, NEW YORK, 
AND CHICAGO 

rates in the call market are the demand for and supply of funds which 
are shown by the rate adjustments. Of course, it is demand and 
supply that determine the rates. A market with excess funds and a 
small demand will have very cheap call money. Money will leave such 
a market and go where it can earn more. Consequently, it develops 
that any money market, in order to be complete, must maintain a 
speculative and trading market where surplus funds may be used on 
call by those who are willing to take a chance in this kind of business 
until these funds can be more profitably employed in commerce and 
industry. 

Throughout the period of the World War the conditions of the 
markets under consideration cannot be said to represent either the de­
mand or the supply of funds, because these markets were managed. It 
is distinctly noticeable when the managed tonditions of the markets 
were relaxed, the New York rates advanced very sharply, because the 
demand for funds greatly exceeded the supply available (Chart 18). 
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The New York rates advanced above the London rates in the last 
month of 1917 and continued above the London rates until the third 
quarter of 1924. The COndon rates never advanced so high as the 
New York rates. This is because speculation is more conservative in 
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the London market, and the banking community played a favorable 
attitude toward commerce, probably due to the fact that the London 
money market has been built upon the discount of mercantile bills of 
exchange, and investments. 

The imports of gold into the United States have unquestionably 
had a large influence upon furthering speculation and pouring an 
ample supply of funds continuously into the call market. 

The call rates of Chicago are not as well classified as those of 
New York and London. For this reason call rates for Chicago, New 
York, and London in comparison by weeks are presented here for 
only two years. This study, by comparing the trend of call rates in 
these three markets in Chart 19, shows the delicate sensitiveness of 
the N e'w York rate, the less sensitive condItions of the Chicago rate, 
and the more cau,tlOus and guarded conditions of the London rate. 
While all of these rates follow the same general trend, the irregularity 
prevailing during these two years would have to be accounted for by 
the supply of funds in the respective markets. The London money 
market found it necessary to conserve cash and use it sparingly; con­
sequently, speculation did not fare as luxuriously as in New York 
where the overflow of gold made speculative funds available to almost 
anyone who cared to use them with reasonable security. While Chi­
cago shared in this abundant supply of funds, the great volume of 
speculative business in this country is carried on in New York. Middle 
western banks, corporations, and indIviduals send their money to the 
N ew York call loan market and either loan this money on call through 
N ew York banks as agents, or trade and speculate in securities on the 
New York Stock Exchange. A large part of these funds go direct to 
New York, but there is a large volume which is deposited in Chicago 
at a low rate of interest, and Chicago banks relend these funds in New 
York on call. The reservoir for call money is in New York, and when 
the demand for funds arises in other parts of the country, the sen­
sitiveness of the N ew York call loan market quickly indicates it. It is 
a real question whether a larger developm,Fnt of the call loan market 
in Chicago would reduce the shock against the money market caused 
by the seasonal and cyclical character of business in other parts of the 
country. Should Chicago develop a larger call loan market, .a part of 
the demands from the Middle West would undoubtedly be absorbed 
by this market, and the full weight of the shock would never reach the 
New York market. It would seem, therefore, that some stability of 
money market conditions would be gained b}! a larger development of 
the Chicago call money market. 



V. SOME OF THE RESEARCH PROBLEMS OF THE 
CHICAGO MONEY MARKET 

In a retrospect of the money markets of history the eVidence 
clearly confirms the fact that dommating financial centers have been 
the product of economic forces convergent at a strategic place in the 
path of economic trade routes of commerce. In these respects Chicago 
is endowed with the characteristics common to the development of the 
leadmg money markets of the world. Moreover, these common char­
acteristics and economic forces which have been the underlying back­
ground upon which money market centers have grown and thrived 
elsewhere are more fertile with possiblhhes for Chicago than those of 
other money markets were origmalIy. 

The financing of the fixed capital requirements and the ma~ketmg 
-of the commodities of the entire Mississippi ValIey.center in Chicago 

by the natural laws of economy. In the early development the needs 
for capital were supplied from outside markets, Just as in the early 
development of this country, capital was obtained from the older 
countries. However, with the growth of mdustry and commerce which 
has taken place durmg the last half century in the Nhddle West thiS 
area has become more self-sufficmg in capital, and m recent years has 
contributed largely to the capital needs of less developed areas and to 
the rehabihtation of the older countries whose capital deteriorated 
during the World War. Just as the United States sprang from a 
debtor to a creditor nation because of the large demand for American 
products as a result of the War, the Middle West with Chicago as its 
commercial center has developed from a capital-borrowing community 
dependent upon other money markets to a capltal-lendmg community 
serving other money markets as welI as its own. 

The demand for funds in the Chicago money market is determmed 
by the volume of trade. Among the large demands may be pointed out: 
the loans to bank correspondents, industrial corporations, and business 
men who assist in bringmg to market these vast supplies of commercial 
products; the trading in cOplmodltles such as upon the gram, cotton, 
and produce exchanges; the originating of securities for capital 
financmg; the buying and selling of commercial paper; the financing 
of the eXllorts to and imports from foreign countries; the trading in 
stocks, bonds, and other securities in the Chicago market; the exporta­
tion of funds from Chicago to other markets to pay for purchases by 
middle western investors and speculators. 

The source of fund90 in the Chicago market would include the 
cash resources of the Chicago banks, the deposit balances of corre-
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spondent banks both domestic and foreign, the cash deposits of traders 
and investors in the Chicago market, the uncollected deposits due from • 
other banks, the funds Df corporations held for the redemption of debt 
or for the payment of coupons and dividends, and residue balances. 
This does not pretend to enumerate all the sources but merely to point 
out some of the origins of the market's money. Of course, there may 
be imports of gold or an increase in the currency by the issue of 
Federal reserve notes, or a deposit from another market or central 
bank, or the purchase of securities in the Chicago market from other 
centers. 

Many banking changes have been witnessed in the Chicago district 
during the last quarter of a century. The Federal Reserve Bank pro­
viding,a bankers' bank for that market has been one of the outstanding 
developments. The amalgamation of many of the banks into a few 
large banks has enabled these to take care of the expanding needs of­
commerce and industry. 

Chicago money rates compare favorably with those of other 
money markets. Frequently, New York rates are below Chicago rates. 
This is probably due to the concentration of investment, trading, and 
speculative funds in New York for use on the stock exchange and in 
the bond and commercial paper markets which have been developed 
more extensively there than in Chicago. In fact, the surplus funds of 
the Chicago district are sent to New York and employed in this way. 
The securities bought and sold in N ew York in a large part originated 
in the Middle West and West, and it has become a matter of com­
ment among the students of Chicago finance that Chicago money is 
exported to New York to buy Chicago securities, and the rates in New 
York are thus lower than in Chicago. The reasons are mainly 
provincial in the failure to develop organized trading markets in Chi­
cago to serve the middle western public and to take up the surplus 
funds. The disorganized character of the money market transactions 
in Chicago inevitably adds expense and risk and increases the cost over 
New York. 

Up to the present time, Chicago cannpt be said to have a call loan 
market. The grain, cotton, and produce trades have never developed 
the use of call loans to the same extent that the securities markets 
have. The Chicago Stock Exchange does not have a mon~ desk. It 
may be said, however, in justice to the plan under way that a money 
desk is contemplated in the near future. The present call money rates 
in Chicago are largely the rates made by two or three of the principal 
banks to brokers. These rates are naturall)l about the same. Chicago 
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money in very large volume is loaned upon call in N ew York against 
• prime stock exchange collateral. The Chicago stock exchange collateral 

is not held as favorably as that of New York. In fact, it has been said 
that Chicago names in New York will command a lower rate than in 
Chicago. A larger development of tradmg and market analysis in 
Chicago would relieve this difficulty. 

The seasonal flow of money to and from Chicago is very pro­
nounced because of the movements of country funds out of Chicago 
for the planting and harvestmg of crops and back into Chicago when 
the crops are marketed. There is also a seasonal demand of com­
merce peculiar to the Great Lakes region. This is particularly notice­
able in the gram export business. The foreign buymg of grain and 
provisions in Chicago is seasonal as well as the traffic on the. Great 
Lakes. This seasonal movement of funds draws heavily upon the 

-bank deposits and affects the investment and trading in the money 
market. 

Exact statistics of the amount of funds used in the securities, 
grain, cotton, and other markets cannot be obtained In the first place, 
statistical information on these subjects has never been organized and 
compiled for the Chicago markets as it has been for the New York 
Stock Exchange. At any event exact information for any market 
cannot be obtained because the volume of funds borrowed increases 
and decreases with the resources of the firms and individuals carrying 
on the business. It is believed, however, that there is a tendency in 
Chicago to do more cash business than in the security markets of New 
York. This may be due to different habits built up in the two centers 
or it may be due to the lack of organizatIOn and the development of 
credit facIlities for trading purposes in Chicago comparable to those of 
New York. 

It would be a matter of interest to know to what extent Chicago 
banking and investment houses furnish the credit advances, commer­
cial paper, and long term finance of the automobile industry, the steel 
mills, the railroads, the merchandising houses, and the mmeral pro­
duction of the district. It is-a well-known fact that New York finances 
figure largely in these industries, but as pointed out above, these New 
York funds are or may be, m large part, a return to the Middle West 
of middle. western depOSits in New York. 

While the extent to which N ew York enters into Chicago financing 
cannot be determined, some indication is exhibited by the Chicago 
branches of New York banking and brokerage firms, insurance com­
panies, manufacturing anG selling agencies in the Chicago district. The 
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leading New York investment houses have Chicago offices and dis­
tribute in this dIstrict a large portion of their New York underwrltings" 
Many of these firms have taken on the characteristics of Chicago firms 
and prefer to be known as such. 

Many of the major mIddle western corporations and particularly 
the railroads maintain their trustee, transfer, and paying agencIes in 
New York. This is probably due in part to the requirement of the 
New York Stock Exchange for securities listed. At any rate, this 
concentrates the earnings of these corporations in New York banks 
and increases the loanable capital of New York. In part, this accounts 
for the lower money rates in New York at times. The deposits of these 
funds earned by middle western corporations in Chicago together with 
the dC(velopment of Chicago secunties markets to serve the middle 
western people and sttll use these funds in the same way that they are 
now being used would bring these increased deposits to Chicago bank!>. 
Moreover, the cost of collecting New York drafts by middle western 
banks and the public is more expensive than would be the cost of col­
lecting these same drafts from Chicago. The requirement of the New 
York Stock Exchange would not interfere with this readjustment of 
financial settlements. 

Another point that might be raised here is the failure of these 
middle western corporattons whose securities are owned largely by 
middle western people to list their stocks and bonds upon the Chicago 
Exchange. It is said that the hsting on the New York Exchange 
makes it undesirable to have these stocks listed on the Chicago Ex­
change also, because it would set up arbitrage between the two mar­
kets. This argument is very faulty when we consider the securities 
which are listed on the New York Exchange and also on London and 
the European exchanges. 

Similar comments might be made concerning the insurance com­
panies who do most of their business in the Middle West and main­
tain their entire bank deposits in New York and do most of their in­
vestment buying on Ne\v York security markets. The development of 
the Chicago security markets serving the~ investors would be a very 
great convenience and economy to the investors as well as increase the 
volume of business and profits for Chicago banks and brokers. 

The relation of agriculture to the Chicago money mark:et cannot 
be adequately pictured if confined to the middle western states. Since 
Chicago is the principal national and international market for these 
products, the crops and live stock of the Middle West, Southwest, 
Northwest, and in fact of the entire area between the two mountain 
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langes find that the price base point is the Chicago price. It IS probable 
that the price of these products and their volume affect directly the 
loans and deposits of Chicago banks and the entire money market 
through the in- and out-flow of the volume of purchasmg power. 

Money flows to and from a market as it does a central bank. 
The market where money will purchase the most IS the market to­
ward which funds will flow. The market in which money purchases 
the least not only ceases to attract outside buyers but drives Its own 
people to other markets. The advantages of a market bemg a tradmg 
place and, consequently, the center of money activities was stated by 
the well-known English economist, R. H. Inglis Palgrave: "We reap a 
great advantag~ from the fact that our money market IS a pomt where 
so many monetary transactions are carried on."l1 • 

_ This same distinguished economist also noted that "a full supply 
of loanable capital at a moderate and fairly uniform charge is at least 
as important to the traders as a full supply at reasonable prices of the 
goods he deals m or of the raw materials he uses in his manufac­
tures."12 

The laws of the State of lIIinois are for the most part unfavorable 
to the best economic interests of the State and the commumty. This 
may be illustrated particularly by the tax laws, and the corporation, 
and the banking laws. For example, the State imposes a tax upon the 
trading in securities of corporations not organized under the laws of 
the State. This, in itself, is a factor that tends to drive the securities 
markets outside of the State. The heavy property taxes which fall 
upon cash and corporate securities is particularly unfavorable. The 
corporation laws of the State do not encourage enterprises to maintain 
their head offices in Chicago because more favorable terms may be ob­
tained from other states. The banking laws are particularly unfavor­
able as indicated by the prohibition of branch banking, a form of bank 
organization upon which all money markets have been built. 
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Errata 
Page 57, line 22, insert word property before word tax. 

line 23, strike out words trading In 

In order to avoid t misunderstanding at some later reading of 
the bulletin, please insert thiS correctIOn In the proper place. 



APPENDIX A 

ELECTRIC POWER PIlODUCTION IN 
CHICAGO (1914-1926) 

(1913=100) 

Year 

1914 
1915 
1916 
1917 
11>18 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 

Index Number of 
K1Iowatt Hours 

Produced 

120 
129 
144 
160 
162 
175 
203 
208 
240 
277 
300 
333 
375 

LAKE TRAFFIC OF THE CHICAGO 
DISTRICT- (1914-1925) 

(1913 =100) 

Index Number of 
Year Tonnage of 

Arrivals 

1914 91 
1915 94 
1916 106 
1917 101 
1918 96 
1919 85 
1920 96 
1921 77 
1922 98 
1923 126 
1924 103 
1925 135 

-The dt.tnct includes Crueag", Mlcrugan 
Clty, Waukegan, Gary, and Indtana Harbor. 
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SALES ON THB CHICAGO STocK 
MAIlI:BT· (1914-1926) 

(1913-100) 

Index Numbers 

Year Number of Value of 
Shares of Bondi 

Stock 

1914 39/ 97 
1915 72- 98 
1916 161 127 
1917 169 96 
1918 195 49 
1919 740 56 
1920 737 50 
1921 517 44 
1922 994 107 
192.3 1328 128 
1924 1083 241 
1925 1408 93 
1926 1024 85 

.Stock Exchange doaed from 1u1y 31 '" 
November 23, 191 .... 

GRAIN FUTUIlB SALES ON THB CHICAGO 
BOARD OF TRADE (1922-1926)1 

(1921-100) 

Year Index Number 

1922 84 
1923 67 
1924 85 
1925 128 
1926 89 
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INDEXES OJ' GRAIN MOVEMENT 
IN CHICAGO (1914-1925) 

(1913 -100) 

Index Numbers 
Year 

Receipts Shipments 

1914 109 115 
1915 97 109 
1916 110 107 
1917 78 76 
1918 97 78 
1919 81 78 
1920 64 73 
1921 97 95 
1922 108 110 
1923 78 72 
1924 85 74 
1925 63 59 

INDEX OF THB MBAT PACKING 
INDUSTRY IN CHICAGO (1914-1926) 

(1913 =100) 

Index Numbers 
Year 

Recei~ts of Animals 
LIve tock Slaughtered 

1914 88 92 
1915 91 99 
1916 105 113 
1917 99 95 
1918 120 118 
1919 118 119 
1920 104 92 
1921 104 96 
1922 107 96 
1923 118 111 
1924 116 107 
1925 • 101 93 
1926 101 89 

INDEX OJ' NEW BUILDING CON­
STRUCTION IN CHICAGO (1914-1926) 

(1913 =100) 

Index Numbers 
Year Feet of Permits Cost-

Frontage 

1914 90 91 101 
1915 99 95 116 
1916 102 94 105 
1917 50 45 46 
1918 27 23 23 
1919 65 61 56 
1920 42 34 34 
1921 72 72 84 
1922 123 115 151 
1923 147 142 195 
1924 149 149 189 
1925 166 165 202 
1926 137 263 243 

f.:~e::':~t:~~dl:.fezt~~ID~;~~..!~~: 
bon CoolS for that year. 

RBAL ESTATB TRANSFERS IN COOK 
COUNTY, ILLINOIS (1918-1926) 

(1917 =100) 

Year Index Number 
of Transfers 

1918 86 
1919 127 
1920 147 
1921 144 
1922 175 
1923 208 
1924 209 
1925 225 
1926 223 
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LIVESTOCK RECEIPTS AT THB PRIN­
CIPAL PACII:ING CENTERS OF THB 
CHICAGO MARDT AREA (1914-1926) 

Year 

1914 
1915 
1916 
1917 
191.8 
191'1} 
1920 
1921 
1922 
1923 
1924 
1925 
1926 

(1913 =100) 

Index Number of 
Receipts 

93 
97 

111 
103 
124 
127 
110 
106 
111 
131 
132 
116 
113 

PIG IRON AND FERRG-AU.OY PRG­
DUCTION IN THE CHICAGO MARll:ET 

AREA (1920-1926) 
'"; -: ~ •• <.i91S~I00~ 

yet:""' 
1920 
1921 
1922 
1923 
1924 
1925 
1926 

. ., 
• ,""Undex Number 

132 

104 
151 
117 
146 
153 

NEW Bun.DING CONSTRUCTION IN THI 
CHICAGO MARKET AREA- (1914-1926 

Year 

1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 

(1913=100) 

Index Number of 
Permits 

115 
173 
193 
184 
157 
224 
159 
209 
292 
287 
315 
437 
469 

'"The fi_ oood 10 the abaft chart 
Dol Include data for MIDDtooIa. North DaI 
South Dakota. aDC! Nortbem MICbJ/I3D unlll 
1915, and Tennoaoee and Arkanau IIDI1I 1m. 

COD PRODUCTION IN THB 
CHICAGO MARKET AREA (1919-1926) 

(1915=100) 

Year Index Number 

1919 213 
1920 242 
1921 141 
1922 208 
1923 280 
1924 236 
1925 281 
1926 308 
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PASSENGER CAR REGISTRATION IN THE 
CHICAGO MARKET AREA (1923-1926) 

(1922=100) 

Year Index Number 

1923 121 
1924 138 
1925 154 
1926 169 

NET CORPORATE INCOME IN THE 
_CHICAGO MARKET AREA (1919-1925) 

(1918=100) 

Year Index Number 

1919 150 
1920 98 
1921 52 
1922 89 
1923 100 
1924 93 
1925 120 

NET INDIVIDUAL INCOME IN THE 
CHICAGO MARKET AREA· (1918-1925) 

(1918 = 100) (1917=100) 

Year 
Index Number IndexNumber 

of Income of Income 
from all from Invest-
Sources ments only 

1918 .. 77 
1919 123 86 
1920 147 95 
1921 115 .87 
1922 124 98 
1923 147 120 
1924 147 124 
1925 120 113 

*]flcom, '" "U Va,.lOMs Slales. Leven. 
Maunce Nabonal Bureau of EconoDUc Re­
search. 1925. The figure. taken from till. 
source gIve a far more complete picture of the 
personal Income SltualJon than do figures 
taken from lDcome tax returns Consequently. 
they are used to supplement the chart wrucb 
showl personal mcome Unfortunately. the 
study covered only three years 

CHECKEO 
DQOa-oA 
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