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PREFACE

o ‘There are many excellent manuals treating of the history
and prineiples of money, of credit, and.of the history, prin-
ciples and practices of banking, but the author has not
found any single book which presents in a coneise way the ,
whole general subject of money and banking, so arranged
as to make it guitable for use as a textbook. The curricula
of many schools and colleges limit the time given to the
study of this subject to one year, and there has long been a
demand for a textbook presenting the essentials of goney
and banking in such a way that it could be covered in that
time. It is hoped that this book may in somg measure meet
this need. '

It is designed primarily to serve as a textbook for stu-
denfs beginning the study of money and banking in eolleges
and universities, for advahced classes in commereial high
school and academy courses, and for the growing number
of young business men who in group study courses and in
university evening classes are pursuing studies in this field.
Tt is hoped, however, that it will prove helpful to the general
reader and to the business man desiring to gain a better
understanding of monetary and banking questions. Since
the book’is intended as an introduection to the subject, and
is writtep for the general reader as well as for the student,
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controverted points in monetary science have been avoided
as far as possible, or, if not avoided, have been pointed out
as debatable ground and the reader has been referred to
other works on these questions.

The treatment of Money in Part I follows in a general
way the lines made familiar by other standard works to
which frequent references are made in the footnotes and
in the suggested reading lists at the end of each chapter.
The effort has been made to compress this part of the book
into the smallest space consistent with a presentation of
essentials in the history, theory and prineiples of money,
leaving the major part of the book for the discussion of
the principles and practices ot banking. In the chapters
devoted to banking organizatien and practice it has been
impossible to give consideration to the varying local cus-

~ toms and practices of different types of banking institutions.
The aim has been to deseribe those principles and practices
of commereial banking that are ecommon to all banks.

Though the new Federal reserve system introduces far-
reaching changes in our banking and currency system, many
years must elapse before its full effects can be definitely
measured. Throughout Part II frequent reference is made
to various provisions of the Aet of 1913, and Chapter XXI1I
is devoted to an analysis of its leading provisions, and a
summary of the steps taken in the establishment of the new
system. A proper understanding of the new system, how-
ever, can be gained only by following its operations and
marking the effect of changes that will certainly be made
in the law from time to time. Tt is believed that the addition
of the complete text of the Federal Reserve Act { Appendix)
will prove a great convenience to both student and general
reader,

Space forbids specific mention of the many writers and
bankers to whom I am indebted for help in the preparation
of this book. At the end of each chapter are lists of books
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for collateral reading and throughout the text are footnote

. references to writings upon which I have freely drawn. To
these authors and publishers, and to the many bankers who
have sapplied suggestions and illustrations, I beg to make
grateful acknowledgment.

A J. T.H
" September, 1914,
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APPENDIX

FepERAL RESERVE AcT -
[Publie—No. 43—63d Congress]
[H. R. 7837]

An Act to provide for the establishment of Federal reserve banks,
to furnish an elastic currency, to afford means of rediscounting
commercial (Fape), to establish a more effective supervision of bank-
ing in the United States, and for other purposes. -

Be it enacted by the Scmztz and House of Representatives of the
United States of America in Congress assembled, That the short
title of this Act shall be the “Federal Reserve Act.”

Wherever the word “bank’ is used in this Act, the word shall be
held to include State bank, banking association, and trust company,
except where national banks or Federal reserve banks are specifically
referred to.

The terms “mational bank” and “national banki g iation”
used in this Act shall be held to be synony and interch bl
The term “member bank” shall be held to mean any national bank,
State baunk, or bank or trust company which has become a member
of one of the reserve banks created by this Act. The term “board”
shall be held to mean Federal Reserve Board; the term “district”
shall be held to mean Federal reserve district; the term “reserve
bank” shall be held to meen Federal reserve bank.

FEDERAL RESERVE DISTRICTS

8eo. 2. As soon as practicable, the Secretary of the Treasury; the
Secretary of Agriculture and the Comptro]ler of the Curreney, netmg
as “The Reserve Bank O i i * shall desig not
less than eight nor more than twelve cities to "be known as Federal
reserve cities, and shall divide the continental United States, exclud-
ing Alaska, into districts, each dmtnct to contain only one of such
Federal reserve cities, The determination of said com
mittee-shall not be subject to review except by the Federal Reserve
Board when organized: Provided, That the districts shall be appor-
tioned with due regard to the convenience and customary course of
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business and shall not necessarily be coterminous with any State or
States. The districts thus created may be readjusted and new dis-
tricts may from time to time be created by the Federal Reserve
Board, not to exceed twelve in all. Such districts shall be known as
Federal reserve districts and may be designated by number. A ma-
jority of the organization committee shall constitute a quorum with
authority to act.

Said organization committee shall be authorized to employ counsel
and expert aid, to take testimony, to send for persons and papers, to
administer oaths, and to make such investigation as may be deemed
necessary by the said committee in determining the reserve districts
and in designating the cities within such distriets where such Federal
reserve banks shall be severally located. The said committee shall
supervise the organization in each of the cities designated of a
Federal reserve bank, which shall include in its title the name of the
eity in which it is situated, as “Federal Reserve Bank of Chicago.”

Under regulations to be preseribed by the organization committee,
every national banking association in the United States is hereby
required, and every eligible bank in the United States and every
trust company within the District of Columbia, is hereby authorized
to signify in writing, within sixty days after the passage of this Act,
its acceptance of the terms and provisions hereof. * When the organ-
jzation committee shall have designated the cities in which Federal
reserve banks are to be organized, and fixed the geographical limits
of the Federal reserve districts, every national banking association
within that district shall be required within thirty days after notice
from the organization committee, to subseribe to the capital stoek
of such Federal reserve bank in a sum equal to six per centum of
the paid-up capital stock and surplus of such bank, one-sixth of the
subscription to be payable on call of the organization committee or
of the Federal Reserve Board, one-sixth within three months and one-
sixth within six months thereafter, and the remainder of the sub-
seription, or any part thereof, shall be subject to call when deemed
necesgary by the Federal Reserve Board, said payments to be in
gold or gold certificates.

The shareholders of every Federal reserve bank shall bhe held
individually responsible, equally and ratably, and not one for an-
other, for all contracts, debts, and engagements of such bank to the
extent of the amount of their subscription to such stock at the par
value thereof in addition to the amount subscribed, whether such
subscriptions have been paid up in whole or in part, under the pro-
visions of this Act.

Any national bank failing to signify its acceptance of the terms
of this Act within the sixty days aforesaid, shall cease to act as &
yeserve agent, upon thirty days’ motice, to be given within the dis-
cretiodn of the said orgenization committee or of the Federal Reserve
Board.

Should any national banking iation in the United States now
organized fail within one year after the passage of thia Act to
become a member bank or fail to comply with any of the provisions
of this Act applicable thereto, all of the rights, privileges, and fran-
chises of such association granted to it under the national-bank Act,
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or under the provisions of this Act, shall be thereby forfeited. Any
noncompliance with or violation of this Act shall, however, be de-
termined and adjudged by any court of the United States of com-
petent jurisdiction in a suit brought for that purpose in the dis-
triet or territory in which such bank is located, under direction of
the Federal Reserve Board, by the Comptroller of the Currency in
his own name before the association shall be declared dissolved. In
cases of such noncompliance or violation, other than the failure to
become a member bank uuder the provisions of this Act, every di-
rector who participated in or assented to the same shall be held
fiable in his personal or individual capacity for all damages which
said bank, its shareholders, or any other person shall have sus-
tained in consequence of such violation.

Such dissolution shall not take away or impair any remedy against
such corporation, its stockholders or officers, for any liability or
penalty which shall have been previously incurred.

Should the subscriptions by banks to the stock of said Federal
reserve banks or any one or more of them be, in the judgment of the
organization ittee, insufficient to provide the of capital
required therefor, then and in that event the said organization com-
mittee may, under conditions and regulations to be prescribed by it,
offer to public subscription at par such an amount of stock in said
Federal reserve banks, or any one or.more of them, as said commit-
tee shall determine, subject to the same conditions as to payment and
stock liability as provided for member banks.

No individual, copartnership, or corporation other than a member
bank of its district shall be permitted to subscribe for or to hold
at any time more than $25,000 par value of stock in_any Federal
reserve bank, Such stock shall be known as publie stock and may be
transferred on the books of the Federal reserve bank by the chair-
man of the board of directors of such bank.

Should the total subscriptions by banks and the public to the stock
of said Federal reserve banks, or any one or more of them, be, in
the judg of the organization i insuffici to provide
the amount of capital required therefor, then and in that event the
said organization committee shall allot to the United States such an
amount of said stock as eaid committee shall determine. Said United
States etock shall be paid for at par out of any money in the
Treasury not otherwise appropriated, and shalt be held by the See-
retary of the Treasury and disposed of for the benefit of the United
States in euch manner, at such times, and at such price, not less
than par, as the Secretary of the Treasury shall determine.

Stock not held by member banks shall not be entitled to voting
power.

The Federal Reserve Board is hereby empowered to adopt and
p:onklulgnle rules and regulations governing the transfers of said
stock.

Xo Federal reserve bank shall commence business with a sub-
seribed capital less than $4,000.000. The organization of reserve dis-
tricts and Federal reserve cities shall not be construed as changing
the present status of reserve cities and central reserve cities, except
in 8o far as this Act changes the amount of reserves that may be
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carried with approved reserve agents located therein. The organ-
ization committee shall have power to appoint such assistants and
ineur expenses in carrying out the Trovisions of this Act as it shall
deem necessary, and such expenses shall be payable by the Treasurer
of the United States upon voucher approvedpby the Secretary of the
Treasury, and the sum of $100,000, or so much ‘thereof as may be
necessary, is hereby appropriated, out of any moneys in the Treasury
nol otherwise appropriated, for the payment of such expenses.

BRANCH OFFICES

Sec. 3. Each Federal reserve bank shall establish branch banks
within the Federal reserve district in which it is loeated and may
do so in the district of any Federal reserve bank which may have
been suspended. Such branches shall be operated by a board of di-
rectors under rules and regulations approved by the Federal Reserve
Board. Directors of branch banks shall possess the same qualifica-
tions as directors of the Federal reserve banks. Four of said di-
reclors shall be selected by the freserve bank and three by the Federal
Reserve Board, and they shall hold office during the pleasure, re-
spectively, of the parent bank and the Federal Reserve Board, The
reserve bank shall designate one of the directors as manager.

FEDERAL RESERVE BANKS

Sec. 4. When the organization committee shall have established
Federal reserve districts as provided in section two of this Act, a
certificate shall be filed with the Comptro.'er of the Currency show-
ing the _geog:en‘fhicnl limits of such districts and the Federal reserve
city designa in each of such districts. The Comptroller of the
Curreney shall thereupon cause to be forwarded to each national bank
lo‘ca.ted in each district, and to such other banks declared to be
eligible by the organization committee which may apply therefor, an
application blank in form to be approved by the organization com-
mittee, which blank shall contain a resolution to be adopted by the
board of directors of each bank executing such application, author-
izing a subscription to the capital stock of the Federal reserve bank
organizing in that district in accordance with the provisions of
this Act. ’

When the minimum amount of capital stock prescribed by this
Act for the organization of any Federal reserve bank shall have
been subseribed and allotted, the organization committee shall desig-
nate any five banks of those whose applications have been received.
to execute a certificate of organization, and thereupon the banks so
designated shall, under their seals, make an organization certificate
which shall .s?eciﬁcally state the name of such Federal reserve bank.
the territorial extent of the distriect over which the operations of
such Federal reserve bank are to be carried on, the city and State
in which said bank ia to be loeated, the amount of capital stock and
the number of shares into which the same is divided, the name an |
place of doing business of each bank executing such certificate, and
of all banks which have subscribed to the capital stock of such
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Federal reserve bank and the number of shares subscribed by each,
and the fact that the certificate is made to enable those banks
executing same, and all banks which have subscribed or may there-
after subscribe to the capital stock of such Federal reserve bank, to
avail th lves of the advantages of this Act,

The said organization certificate shall be acknowledged before a
judge of some court of record or notary public; and shall be, to-
gether with the acknowledgment thereof, authenticated by the seal of
such court, or notary, transmitted to the Comptroller of the Cur-
rency, who shall file, record and carefully preserve the same in his
office..

CUpon the filing of such certificate with the Comptroller of the
Curreney as aforesaid, the said Federal reserve bank shall become a
body corporate and as such, and in the name designated in such
organization certificate, shall have power—

First, To adopt and use a corporate seal.

Second. To have succession for & period of twenty years from its
organization unless it is sooner dissolved by an Act of Congress, or
unless its franchise becomes forfeited by some violation of law,

Third. To make contracts.

Fourth. To sue and be sued, complain and defend, in any court
of law or equity.” .

Fifth. To appoint by its board of directors. such officers and em-
ployees as are not otherwise provided for in this Act. to define their
duties, require bonds of them and fix the penalty thereof, and to
dismiss at pleasure such officers or employees. .

Sixth. To prescribe by its board of directors, by-laws not incon-
sistent with law, regulating the manner in which its general busi-
ness may be conducted, and the privileges granted to it by law may
be exercised and enjoyed.

Seventh. To exercise by its board of directors, or duly authorized
officers or agents, all powers specifically granted by the provisions
of this Act and such incidental powers a8 shall be necessary to carry
:In the business of banking within the limitations prescribed by

his Act.

Eighth, Upon deposit with the Tr of the United States of
any bonds of the United States in the manner provided by existing
law relating to national banks, to receive from the Comptroller of
the Currency circulating notes in blank. registered and counter-
signed as provided by law, equal in amount to the par value of the
bonds ro deposited. such notes to be issued under the same conditions
and provisions of law a8 relate to the issue of circulating notes of
national banks secured by bonds of the United States bearing the
circulating privilege, except that the issue of such notes shail not
be limited to the capital stock of such Federal reserve bank.

But no Federal reserve bank shall transact any business except
such as is incidental and ily preliminary to i izati
until it has been authorized by the Comptroller of the Currency to
commence business under the provisions of thie Act.

Every Federal reserve bank shall be conducted under the super-
vision and control of a board of directors. .

The .board of directors shall perform the duties usually apper-
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taining to the office of directors of banking associations and all such
duties as are prescribed by law.

Seid board shall administer the nffairs of said bank fairly and
impartially and without discrimination in favor of or against any
member bank or banks and shall, subject to the provisions of law
and the orders of the Federal Reserve Board, extend to each mem-
ber bank such di t: d ts and dati as may
be safely and reasonably made with due regard for the claims and
demands of other member banks.

Such board of directors shall be selected as hereinafter specified
and shall consist of nine members, lolding office for three years,
and divided into three classes, designated as classes A, B, and C.

Class A shall consist of three members, who shall be chosen by
and be representative of the stock-hoiding banks,

Class B shall consist of three members, who at the time of their
election shall be actively engaged in their distriet in commerce,
agriculture or some other industrial pursuit.

Class C shall consist of three members who shall be designated
by the Federal Reserve Board. When the necessary subsecriptions to
the capital stock have been obtained for the organization of any
Federal reserve bank, the Federal Reserve Board shall appoint the
class C directors and shall designate one of such directors as chair-
man of the board to be selected. Pending the designation of such
chairman, the organization committee shall exercise the powers and
duties appertaining to the office of chairman in the organization of
such Federal reserve bank.

No_Senator or Representative in Congress shall be & member of
the Federal Reserve Bogrd or an officer or a director of a Federal
reserve bank.

XNo director of class B shall be an officer, director, or employee of
any bank.

No director of class C shall be an officer, director, employee, or
stockholder of any bank,

Directors of clags A and class B shall be chosen in the following
manner:

The chairman of the board of directors of the Federal reserve bank
of the distriet in which the bank is situated or, pending the appoint.
ment of such chairman, the organization committee shall classify
the member banks of the district into three general groups or di-
visions. Each group shall contain as nearly as imay be one-third of
the aggregate number of the member banks of the diatrict and shall
consist, a8 néarly as may be. of banks of similar capitalization. The
groups shall be designated by number by the chairman.

At a regularly called meeting of the hoard of directors of each
member bank in the district it shall elect by ballat a distriet reserve
elector and shall certify his name to the chairman of the board of
directors of the Federal reserve bank of the district. The chairman
shall make lists of the district reserve electors thus named by banks
in ench of the aforesaid three groups and shall transmit one list to
each elector in each group.

Each member bank shail be permitted to nominate to the chair-
man one candidate for director of class A and one candidate for
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director of class B. The candidates so nominated shall be listed by
the chairman, indieating by whom nominated, and a copy of said
list shall, within fifteen days after its coinpletion, be furnished by
the chairman to each elector.

Every elector shall, within fifteen days after the receipt of the
said list, certify to the chairman his first, second, and other choices
of a director of class A and class B, respectively, upon a preferential
ballot, on a form furnished by the chairman of the board of direc-
tors of the Federal reserve bank of the district. Each elector shall
make g _cross opposite the name of the first, second, and other choices
for a director of class A and for a director of class B, but shall not
vote more than one choice for any one candidate.

Any candidate having a majority of all votes cast in the column
of first choice ghall be declared elected. If no candidate have a
majority of all the votes in the first column, then there shall be
added together the votes cast by the electors for such candidates
in the second column and the votes cast for the several candidates
in the first column, If any candidate then have & majority of the
electors voting, by adding together the first and second choices, he
shall be declared elected. If no candidate have a majority of electors
voting when the first and second choices shall have been added, then
the votes cast in the third column for other choices shall be added
together in like manner, end the candidate then having the highest
number of votes shall be declared elected. An immediate report of
election shall be declared,

Class C directors shall be appointed by the Federal Reserve Board.
They shall have been for at least two vears residents of the district
for which they are appointed, one of whom shall be designated by
said board as chairman of the board of directors of the Federal
reserve bank and as “Federal reserve agent.” He shall be a person
of teated banking experience; and in addition to his duties as chair-
man of the board of directors of the Federal reserve bank he shall
be required to maintain under regulations to be established by the
Federal Reserve Board a local office of said board on the premises
of the Federal reserve bank. He shall make regular reports to the
Federal Reserve Board, and shall act as its official representative for
the performance of the functions conferred upon it by this Act. He
shall receive an annual compensation to be fixed by the Federal
Reserve Board and paid monthly by the Federal reserve bank to
which he is designated. One of the directors of class C, who shall be a
person of tested banking experience, shall be appointed by the Fed-
eral Reserve Board as deputy chairman and deputy Federal reserve
agent to exercise the powers of the chairman of the board and
Federal reserve agent in case of absence or disability of his prineipal.

Directors of Federal reserve banks shall receive, in addition to
any compensation otherwise provided. a reasonable allowance for
necessary expenses in attending meetings of their respective boards,
which amount shall be paid by the respective Federal reserve banks.
Any compensation that may be provided by boards of directors of
Federal reserve banks for directors, officers or employees shall be
subject to the a%provnl of the Federal Reserve Board. ‘

The Reserve Bank Organization Committee may, in organizing
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Federal reserve banks, call such meetings of bank directors in the
several districts as may be necessary to carry out the purposes of
this Act, and may exercise the functions herein conferred upon the
chairman of the board of directors of each Federal reserve bank pend-
ing the complete organization of such bank.

At the first meeting of the full board of directors of each Federal
reserve bank, it shall be the duty of the directors of clusses A, B and
C, respectively, to designate one of the bers of each class whose
term of office shall expire in one year from the first of January near-
est to date of such meeting, one whose term of office shall expire
at the end of two years from said date, and one whose term of olfice
shall expire at the end of three years from said date, Thereafter
every director of a Federal reserve bank chosen as hereinbefore pro-
vided shall hold office for a term of three years. Vacancies that
may oceur in the several classes of directors of Federal reserve banks
may be filled in the manner provided for the original selection of
such directors, such appointees to hold office for the unexpired terms
of their predecessors.

STOCK ISSUES: INCREASE AND DECREASE OF CAPITAL

Sec. 5. The capital stock of each Federal resefve bank shall be
divided into shares of $100 each. The outstanding capital stock
shall be inereased from time to time as member banks ineremse their
capital stock and surplus or as additional banks become members,
and may be decreased as member banks reduce their capital atock
or surplus or cease to be members. Shares of the capital stock of
Federal reserve banks owned by member banks shall not be trans-
ferred or hypothecated. When a member bank increases its capital
stock or surplus, it shall thereupon subseribe for an additional
amount of capital stock of the Federal reserve bank of its district
equal to six per centum of the said incrense, one-half of said sub-
scription to be paid in the manner hereinbefore provided for original
subscription, and one-half subject to call of the Federal Reserve
Board. A bank applying for stock in a Federal reserve bank at any
time after the organization thereof must subscribe for an amount
of the capital stock of the Federal reserve bank equal to six per
centum of the paid-up capital stock and surplus of said applicant
bank, paying therefor its par value plus one-half of one per centum
a month from the period of the last dividend. \When the capital
stock of any Federal reserve bank shall have been increased either
on account of the increase of capital stock of member banks or on

t of the i in the ber of ber banks, the board
of directors shall cause to be executed a certificate to the Comptroller
of the Curreney showing the increase in capital stock. the amount
paid in, and by whom paid. When & member bank reduces its capi-
tal stock it shall surrender a proportionate amount of its holdings
in the capital of said F«-derar reserve bank, and when a member
bank voluntarily liquidates it shall surrender all of its holdings of
the capital stock of said Federal reserve bank and be released from
its stock subseription not previously called. In either cune the
shares surrendered shall be canceled and the member bank shall re-
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ceive in payment therefor, under regulations to be prescribed by the
Federal Reserve Board, a sum equal to its cash-paid subscriptions on
the shares surrendered and one-half of one per centum a month from
the period of the last dividend, not to exceed the book value thereof,
less any liability of such member bank to the Federal reserve bank.

Sec. 6. If any member bank shall be declared insolvent and a
receiver appointed therefor, the stock held by it in said Federal re-
serve bank shall be canceled, without impairment of its liability,
.and all cash-paid subscriptions on said stock, with one-half of one
per centum per month from the period of last dividend, not to ex-
ceed the book value therof, shall be first applied to all debts of
the insolvent member bank to the Federal reserve bank, and the
balance, if any, shall be paid to the receiver of the insolvent bank.
Whenever the capital stock of a Federal reserve bank is reduced,
either on account of a reduction in capital stock of any member
bank or of the liguidation or insolvency of such bank, the board of
directors shall cause to be executed a certificate to the Comptroller
of the Currency showing such reduction of capital stock and the
amount repaid to such bank.

DIVISION OF EARNINGS

.

Sec. 7. After all necessary expenses of a Federal reserve bank
have been paid or provided for, the stockholders shall be entitled to
receive an annual dividend of six per centum on the paid-in capital
stock, which dividend shall be cumulative. After the aforesaid
dividend claims have been fully met, all the net earnings shall be
paid to the United States as a franchise tax, except that one-half
of such net earnings shall be paid into a surplus fund until it shall
amount to forty per centum of the paid-in capital stock of such
bank.

The net earnings derived by the United States from Federal re-
serve banks shall, in the discretion of the Secretary, be used to
supplement the gold reserve held against outstanding United States
notes, or shall be applied to the reduction of the outstanding bonded
indebtedness of the United States under regulations to be prescribed
by the Secretary of the Treasury. Should a Federal reserve bank be
dissolved or go into liquidation, any surplus remaining, after the
paywment of all debts, dividend requirements as hereinbefore pro-

. vided, and the par value of the stock, shall be paid to and become
the property of the United States and shall be similarly applied.

Federal reserve banks, inciuding the capital stock and surplus
therein, and the income derived therefrom shall be exempt from
Federal, State, and local taxation, except taxes upon real estate.

Sec. 8. Section fifty-one hundred and fifty-four, United States
Revized Statutes, is hereby amended to read as follows:

Any bank incorporated by special law of any State or of the
United States or orgenized under the general laws of any State or
of the United States and having an unimpaired capital sufficient
to entitle it to become a national banking association under the
provisions of the existing lnws may, by the vote of the shareholders
owning not less than fifty-one per centum of the capital stock of
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such bank or banking association, with the approval of the Comp-
troller of the Currency be converted into a national banking asso-
ciation, with any name approved by the Comptroller of the Cur-
reney: .

Provided, howerer, That said conversion shall not be in contraven-
tion of the State law. In such case the articles of association and
organization certificate may be executed by a majority of the direct-
ors of the bank or banking institution, and the certificate shall de-
clare that the owners of fifty-one per centum of the eapital stock
have authorized the directors to mnze such certificate and to change
or convert the bank or banking institution into a national associa-
tion. A majority of the directors, after executing the articles of
associntion and the organization certificate, shall have power to
execute all other papers and to do whatever may be required to make
its organization perfect and complete as a national association. The
shares of any such bank may continue to be for the same amount
each as they were before the conversion. and the directors may
continue to be directors of the association until others are elected
or appointed in accordance wi*h the provisions of the statutes of
the United States. When the Comptroller has given to such bank
or banking association a certificate that the provisions of this Act
have been complied with, such bank or banking association, and all
its stockholders, officers, and employees, shall have the same powers
and privileges, and shall be subject to the same duties, liabilities,
and regulations, in all respeets, as shall have been prescribed by the
Federal Reserve Act and by the national banking Act for associations
originally organized as national banking i

STATE BANKS AS MEMBERS

Sec. 9. Any bank incorporated by special law of any State, or
organized under the peneral laws of any State or of the United
States, may make application to the reserve bank organization com-
mittee, pending organization, and thereafter to the Federa! Reserve
Board for the right to subscribe to the atock of the Federal reserve
bank organized or to be organized within the Federal reserve dis-
trict where the applicant is located. The organization committee or
the Federal Reserve Board, under such rules and regulations as it
may preseribe, subject to the provisions of this section, may permit
the applying bank to become a stockholder in the Federal reserve
bank of the district in which the applying bank is located. When-
ever the organization committee or the Federal Reserve Brard shall
permit the applying bank to become a stockholder in the Federal
reserve bank of the district, stock shall be issued and paid for under
the rules and regulations in this Act provided for national banks
which become stockholders in Federal reserve banks.

The ormanization ecommittee or the Federal Reserve Board shall
establish by-laws for the general government of its conduct in acting
upon applications made by the State banks and banking associations
and trust companiea for stock ownership in Federal reserve banks.
Such by-laws shall require applying banks not organized under
Federal law to comply with the reserve and capital requirements
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and to submit to the examination and regulations prescribed by the
organization committee or by the Federal Reserve Board.  No
spplying bank shall be admitted to membership in a Federal re-
serve bank unless it possesses a paid-up unimpaired capital sufficient
to entitle it to become a national banking iation in the place
where it is situated, under the provisions of the national banking
Act.

Any bank becoming a member of a Federal reserve bank under the
provisions of this section shall, in addition to the regulations and
restrictions hereinbefore provided, be required to conform to the

rovisions of law imposed on the national banks respecting the
imitation of liability which may be incurred by any person, firm,
or corporation to such banks, the prohibition against making pur-
chase of or loans on stock of such banks, and the withdrawal or im-
pairment of capital, or the payment of unearned dividends, and to
such rules and regulations as the Federal Reserve Board may, in
pursuance thereof, prescribe, "

Such banks, and the officers, agents, and employees thereof, shall
also be subject to the provisions of and to the penalties prescribed
by secetions fifty-one hundred and ninety-eight, fifty-two hundred,
fifty-two hundred and one, fifty-two hundred and eight, and fifty-
two hundred and nine of the Revised Statutes. The member banks
shall also be required to make report of the conditions and of the
payments of dividends to the Comptroller, as provided in sections
fifty-two hundred and eleven and fifty-two hundred and twelve of
the Revised Statutes, and shall be subject to the penalties preseribed
by section fifty-two hundred and thirteen for the failure to make
such report.

If at any time it shall appear to the Federal Reserve Board that
& member bank has failed to comgly with the provisions of this
section or the regulations of the Federal Reserve Board, it shall
be within the power »f the eaid board, after hearing, to require such
bank to surrender its stock in the Federal reserve bank; upon such
surrender the Federal reserve bank shall pay the cash-paid subscrip-
tions to the said stock with interest at the rate of one-half of one per
centum per month, computed from the last dividend, if earned, not
to exceed the book value thereof, less any liability to said Federal
reserve bank, except the subscription liability not previously called,
which shall be canceled, and said Federal reserve bank shall, upon
notice from the Federal Reserve Board, be required to suspend said
bank from further privileges of membership, and shall within thirty
days of such notice cancel and retire its stock and make payment
therefor in the manner herein provided. The Federal Reserve Board
may restore membership upon due proof of compliance with the con-
ditions imposed by this section.

FEDERAL RESERVE BOARD

Sec. 10. A Federal Reserve Board is hereby created which shall
consist of seven members, including the Secretary of the Treasury
and'the Comptroller of the Currercy, who shall be members ex-
officio, and five members appointed by the President of the United
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States, by and with the advice and consent of the Senate. In select-
ing the five appointive members of the Federal Reserve Board not
more than one of whom shall be selected from any one Federal re-
serve district, the President shall have due regard to a fair repre-
sentation of the different commercial, industrial and geographical
divisions of the ecountry. The five members of the Federal Reserve
Board appointed by the President and confirmed as aforesaid shall
devote their entire time to the business of the Federal Reserve Board
and shall each receive an annusal salary of $12,000, payable monthly
together with actual ry traveling exp and the Comp-
troller of the Currency, as ex-officio member of theFederal Reserve
Board, shall, in addition to the salary now paid him as Comptroller
of the Currency, receive the sum of $7,000 annually for his services
as a member of said Board.

The members of said Board, the Secretary of the ';reasury,‘the
Assistant Secretaries of the Treasury, and the CompProlier of the
Currency shall be ineligible during the time they are in office and
for two years thereafter to hold any office, position, or employment
«in any member bank. Of the five members thus appointed by the
President at least two shall be persons experienced in banking or
finance. One shall be designated by the President to serve for two,
one for four, one for six, one for eight, and ome for ten years,
and thereafter each member so appointed shall serve for a term of
ten years unless sooner removed for cause by the President. Of the
five persons thus appointed, one shall be designated by the President
as governor and oue as vice-governor of the Federal Reserve Board.
The governor of the Federal Reserve Board, subject to its supervision,
shall be the active executive ofticer. The Secretary of the Treasury
may assign oftices in the Department of the Treasury for the use
of the Federal Reserve Board. Each member of the Federal Reserve
Board shall within fifteen days after notice of appointment make
and subseribe to the oath of office,

The Federal Reserve Board shall have power to levy semiannually
upon the Federal reserve banks, in proportion to their capital stock
and surplus, an assessment suflicient to pay its estimated expenses
and the salaries of its members and employees for the half year
succeeding the levying of such assessment, together with any deficit
carried forward from the preceding half year.

_The first meeting of the Federal Reserve Board shall be held in
Washington, District of Columbia, as soon as may be after the pass-
age of this Act, at a date to ve fixed by the Reserve Bank Organiza-
tion Committee. The Secretary of the Treasury shall be ex-officio
chairman of the Federal Reserve Board. No member of the Federal
Reserve Board shall be an olicer or director of any bank, banking
institution, trust company. or Federal reserve bank mor hold stock
in any bank, banking institution, or trust company: and before
entering upon his duties as a member of the Federal Reserve Board
he shall certify under oath to the Secretary of the Treasury that he
has plied with this requi t. Whenever a vacancy shall oc-
cur, other than by expiration of term, among the five members of
the Federal Reserve Board appointed by the President, as above pro-
vided, a shall be appointed by the President, with the advice
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and consent of the Benate, to fill such vacaney, and when appointed
he shall hold office for the unexpired term of tlie member whose place
he is selected to fill.

The President shall have power to fill all vacancies that may hap-
pen on the Federal Reserve Board during the recess of the Senate, by
granting commissions which shall expire thirty days after the next
session of the Senate convenes, .

Nothing in this Act contained shall be construed as taking away
any powers heretofore vested by law in the Secretary of the Treasury
which relate to the supervision, management, and control of the
Treasury Department and bureaus under such department, and wher-
ever any power vested by this Act in the Federal Reserve Board or
the Federal reserve agent appears to conflict with the powers of the
Secgetary of the Treasury, such powers shall be exercised subject
to‘i‘ne supervision and control of the Secretary.

The Federal Reserve Board shall annually make a full report of
its operations to the Speaker of the House of Representatives, who
shall cause the same to be printed for the information of the
Congress. .

Section three hundred and twenty-four of the Revised Statutes of
the United States shall be amended so as to read as follows: There
shall be in the Delpartment of the Treasury a bureau charged with
the execution of all laws passed by Congress relating to the issue
and regulation of national currency secured by United States honds
and, under the general supervision of the Federal Reserve Board, of
all Federal reserve notes, the chief officer of which bureau shall be
called the Comptroller of the Curreney and shall perform his duties
under the general directions of the Secretary of the Treasury.

8ec. 11, The Federal Reserve Board shall be authorized and
empowered:

() To examine at its discretion the accounts, booka and affairs
of each Federal reserve bank and of each member bank and to re-
quire such statements and reporta as it may deem necessary. The
szid board shall publish once each week & statement showing the
condition of each Federal reserve bank and a consolidated statement
for all Federal reserve banks. Such statements shall show in detail
the assets and liabilities of the Federal reserve banks, single and
combined, and shall furnish full information regarding the char-
acter of the money held as reserve and the amount, nature and
maturities of the paper and other investments owned or held by
Federal reserve banks.

(b) To permit, or, on the afirmative vote of at least five members
of the Reserve Board to require Federal reserve banks to rediscount
the discounted paper of other Federal reserve banks at rates of in-
terest to be fixed by the Federal Reserve Board.

(¢) To suspend for a period not exceeding thirty days, and from
time to time to remew such suspension for periods not exceeding
fifteen days, any reserve requirement specified in this Aet: Pro-
vided, That it shall eatablish a graduated tax upon the amounts by
which the reserve requirements of this Act may be permitted to fall
below the level hereinafter specified: And provided further, That
when the gold reserve held against Federal reserve notes falls below
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forty per centum, the Federal Reserve ‘Board shall establish a
graduated tax of not more than one per centum per annum upen
such deficiency until the reserve fall to thirty-two and one-half per
centum, and when said reserve falla below thirty-two and one-half
per centum, a tax at the rate increasingly of not less than one and
one-half per centum per annum upon each two and one-half per
centum or fraction thercof that such reserve falls below thirty-two
and one-half per centum. The tax shall be paid by the reserve bank,
but the reserve bank shall add an amount equal to said tax to the
rates of interest and discount fixed by the Federal Reserve Board.

(d) To supervise and regulate through the bureau under the
charge of the Comptroller of the Currency the issue and retirement
of Federal reserve notes, and to prescribe rules and regulations under
which such notes may be delivered by the Comptroller to the Federal
reserve agents applying therefor.

(e) To add to the number of cities classified as reserve and cen-
tral reserve cities under existing law in which national banking
associations are subject to the reserve requirements set forth in
section twenty of this Act; or to reclassify existing reserve and
central reserve cities or to terminate their designation as such,

(f) To suspend or remove any officer or director. of any Federal
reserve hank, the cause of such removal to be forthwith communi-
cated in writing by the Federal Reserve Board to the removed officer
or director and to said bank.

. {g) To require the writing off of doubtful or worthless assets upon
the books and balance sheets of Federal reserve banks.

(h) To suspend, for the violation of any of the provisions of this
Act, the operations of any Federal reserve bank, to take possession
thereof, administer the same during the period of suspension, and,
when deemed advisable, to liquidate or reorganize such bank.

(i) To require bonds of Federal reserve agents, to make regula-
tions for the safezuarding of all collateral, bonds, Federal reserve
notes, money or property of any kind deposited in the hands of such
agents, and said board shall perform the duties, functions, or services
specified in this Act. and make all rules and regulations necessary to
enable said board effectively to perform the same.
ba(lj() To exercise .general supervision over gaid Federal reserve

nks.

{k) To grant by special nermit to national hanks applying there-
lor, when not in contravention of State or local law, the right to act
ag trustee, executor. administrator, or registrar of stocks and bonds
under such rules and regulations as the said hoard may prescribe,

(1) To employ such attorneya. experts, assistants, clerks or other
employees as may be d d rv to duct the busi of
the board. All salaries and fees shall be fixed in advance by said
board and shall be paid in the same manner as the salaries of the
members of said board. A) such attornevs. experts, assistants,
clerks, and other ploy shall be inted without regard to
the provisions of the Act of January sixteenth, eighteen hundred
and eighty-three (volime twentv-two, United States Statutes at
Large, page four hundred and three). and amendments thereto. or
any rule or regulation made in pursuance thereof: Provided, That
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nothing herein shall prevent the President from ' placing said em-
ployees in the classified ‘éervice.

FEDERAL ADVISORY COUNCIL

Sec. 12, There is hereby created a Federal Advisory Council,
which shall consist of as many members as there are Federal re-
serve districts. [Each Federal reserve bank by its board of di-
rectors shall annually seleet from its own Federal reserve district
one member of said council, who shall receive such compensation
and allowances as may be fixed by his board of directors subject to
the approval of the Federal Reserve Board. The meetings of said
advisory council shall be held at Washington, District of Columbi
at least four times each year, and oftener if called by the Federal
Reserve Board. The council may in addition to the meetings above
provided for hold such other meetings in Washington, District of
Columbia, or elsewhere, as it may deem necessary, may select its
own officers and adopt its own methods of procedure, and a majority
of its members shall constitute & quorum for the transaction of
business, Vacancies in the courcil shall be filled by the respective
reserve banks, and bers selected to fill ies, shall serve
for the unexpired term. .

The Federal Advisory Council shall have power, by itself or through
its officers, (1) to confer directly with the Federal Reserve Board
on general business conditions; (2) to make oral or written repre-
sentations concerning matters within the jurisdiction of said board;
(3) to call for information and to make recommendations in regard
to di t rates, redi {4 i , note issues, reserve conditions
in the various districts, the purchase and sale of gold or securities
by reserve banks, open:market operations by said banks, and the
general affairs of the reserve banking system.

POWERS OF FEDEM RESERVE': BANKS

SeC. 13.. Any Federnl reserve bank may receive from any of its
member banks, and from the United States, deposits of current funds
in lawful money, national-bank notes, Federal reserve notes, or
checks and drafts upon solvent member banks, payable upon presenta-
tion; or, solely for exchange purposes, may receive from other
Federal reserve banks deposits of current funds in lawful money,
national-bank notes, or checks and drafts upon solvent member or
other Federal reserve banks, payable upon presentation.

TUpon the indorsement of any of its member banks, with a waiver
of demand, notice and protest by such bank, any Federal reserve
bank may discount notes, drafts, and bills of exchange arising out
of actual commercial transactions; that is, notes, drafts, and bills
of exchange issued or drawn for agricultural, industrial, or com-
mercial purposes, or the proceeds of which have been used, or are
to be used, for such purposes. the Federal Reserve Board to have
the right to determine or define the character of the paper thus
eligible for discount, within the meaning of this Act. Nothing in
this Act contained sball be construed to prohibit such notes, drafts,

.
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and bills of exchange, secured by staple agricultural products, or
other goods, wares, or merchandise from being etigible for such dis-
count; but such definition shall not include notes, drafts, or bills
covering merely investments or issued or drawn for the purpose of
carrying or trading in stoeks, bonds, or other investment securities,
except bonds and notes of the Government of the United States.
Notes, drafts, and bills admitted to discount under the terms of
thig paregraph must have a maturity at the time of discount of not
more than ninety days: Provided, That notes, drafts, and bills
drawn or issued for agricultural purposes or based on live stock
and having a maturity not exceeding six months may be discounted
in an amount to be limited to a percentage of the capital of the
Federal reserve bank, to be ascertained and fixed by the Federal
Reserve Board. :

* Any Federal reserve bank may discount acceptances which are
based on the importation or exportation of goods and which have a
maturity at time of discount of not more than three months, and
indorsed by at least one member bank. The amount of acceptances
8o discounted shall at no time exceed one-half the paid-up capital
stock and surplus of the bank for which the rediscounts are made.

The aggregate of such notes and bills bearing the signature or
indorsement of any one person, company, firm, or éorporntion redis-
counted for any one bank shall at no time exceed ten per centum
of the unimpaired capital and surplus of said bank; but this re-
striction shall not apply to the discount of bills of exchange drawn
in good faith against actually existing values.

Any member bank may accept drafts or bills of exchange drawn
Wpon it and growing out of transactions invelving the importation
or exportation of goods having not more than six months’ sight to
run; but no bank shall accept such bills to an amount equal at any
time in the aggregate to more than one-half its paid-up capital
stock and surplus. R

Section fifty-two hundred and two of the Revised Statutes of the
United States is hereby amended so as to read as follows: No
national banking association shall at any time be indebted, or in
any way liable, to an t ding the of its capital
stock at such time actually paid in and remaining undiminished by
Josses or otherwise, except on account of demands of the nature
following: .

First.  Notes of circulation.

Second, Moneys deposited with or colleeted by the association.

Third. Bills of exchange or drafts drawn against money actually
on_deposit to the credit of the association, or due thereto.

Fourth. Liabilities to the stockholders of the iation for divi-
dends and reserve profits.

" Fifth. Liabilities incurred under the provisions of the Federal
Reserve Act.

‘Ihe rediscount bv any Federal reserve bank of any bills receiv-
able and of domestic and foreign bills of exchange, and of aceept-
ances authorized by this Act, shall be subject to such restrictions,
limitations, and regulations as may be imposed by the Federal
Reserve Board.
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OPEN-MARKET OPERATIONS

Sec 14. Any Federal reserve bank may. under rules and regula-
tions prescribed by the Federal Reserve Board. purchase and sell in
the open market, at home or abroad, either from or to domestic or
foreign banks, firms, corporations, or mdwnduals, cable transfers and
bnnkers aceeptances and bills of exchange of the kinds and maturi-
ties by this Act made eligible for rediscount, with or without the
indorsement of a member bank.

Every Federal reserve bank shall have power:

ta) To deal in gold coin and bullion at home or abroad, to
make loans thereon, exchange Federal reserve nntes for zold, gold
coin, or gold certificates, and to contract for loans of gold coin or
bullion, giving therefor, when necessary, acceptable security, in-
cluding the hypothecatmn of United States bonds or other securi-
ties which Federal reserve banks are authorized to hold;

{b} To buy and sell, at home or abroad, bonds and nota of the
United States, and biils, notes, revenue bonds, and warrants with a
maturity from date of purchase of not exceeding six months, issued
in anticipation of the collection of taxes or in anticipation of the
receipt of assuod revenues by any State, county, district, political
subdivision, or municipality in the continental United States, in-
cluding |rr|gatlon. drainare and reclamation districts, such pur-
chases to be made in accor.ance with rules and regulations preseribed
by the Federal Reserve Board;

(e) 'l‘o purchase from member banks and to sell, with or without
its & bills of h arising out of commercial trans-
actions, as hereinbefore defined;

(d) To establish from time to time, subject to review and de-
termination of the Federal Reserve Board, rates of discount to be
charged by the Federal reserve bank for each cluss of paper, which
shall be fixed with a view of dating and b 3

(e) To establishs accounts with other Federal reserve banks for
exchange purposes and, with the consent- of the Federal Reserve
Board, m open and maintain bankmg accounts in foreign countries,

cor ts, and ies in such countries
wheresoever lt may deem best for the pnrpose of purchasing, selling,
and collectmg bnlls of exclunge. and to buy and sell with or with:
out its i h such corr d or ies, bills
of exchange arising out of actual commercial transactions which
have not more than ninety days to run and which bear the signa-
ture of two or more responsible parties.

GOVERNMENT DEPOSITS

Sec. 15. The moneys held in the general fund of the Treasury,
except the five per centum fund for the redemption of outstanding
national-bank notes and the funds provided in this Act for the
redemption of Federal reserve notes may, upon the direction of the
Secretary of the Treasury, be depocited in Federal reserve banks,
which banks, when re?ulred by the Secretary of the Treasury, shall
act as fiscal agents of the United States; and the revenues of the
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Government or any part thereof may be deposited in such banks,
and disbursements may be made by checks drawn against such
deposits,

No public funds of the Philippine Islands, or of the Kostal savings,
or any Government funds, shall be deposited in the continental
United States in any bank not belonging to the system established
by this Act: Provided, however, That nothing in this Act shall be
construed to deny the right of the Secretary of the Treasury to use
member banks as depositories.

NOTE ISSUES

Sec. 16. Federal reserve notes, to be issued at the discretion
of the Federal Reserve Board for the purpose of making advances
to Federal reserve banks through the Federal reserve agents as
hereinafter set forth and for no other purpose, are hereby authorized.
The said notes shall be obligations of the United States and shall
be receivable by all national and member banks and Federal reserve
banks and for all taxes, customs, and other public dues. They shall
be redeemed in gold on demand at the Treasury Department of the
United States, in the city of Washington, District of Columbia, or
in gold or lawful money at any Federal reserve bank.

Any Federal reserve bank may make application to the local
Federal reserve agent for such amount of the Federal reserve motes
hereinbefore provided for as it may require. Such application shall
be accompanied with a tender to the local Federal reserve agent of
collateral in amount equal to the sum of the Federal reserve notes
thus applied for and issued pursuant to such application. The col-
lateral security thus offered shall be notes and bills, accepted for
rediscount under the provisions of scction thirteen of this Act, and
the Federal reserve agent shall each day notify the Federal Reserve
Board of all issues and withdrawals of Federal reserve notes to and
by the Federal reserve bank to which hé is accredited. The said
Federal Reserve Board may at any time call upon & Federal reserve
bank for additional security to protect the Federal reserve motes
issued to it.

Every Federal reserve bank shall maintain reserves in gold or law-
ful money of not less than thirty-five per centum against its de-
posits and reserves in gold of not less than forty per centum against
ita Federal reserve notes in actual circulation. and not offset by
pold or lawful money deposited with the Federal reserve agent.
Notes so paid out shall bear upon their faces a distinctive letter
and serial number, which shall be assigned by the Federal Reserve
Board to each Federal reserve bank. Whenever Federal reserve
notes jssued through one Federal reserve bank shall be received by
another Federal reserve bank they shall be promptly returned for
credit or redemption to the Federal reserve bank through which they
were originally issued. No Federal reserve bank shall pay out notes
jssued through another under penalty of a tax of ten per centum
upon the face value of notes so paid out. Notea presented for re«
demption at the Treasury of the United States shall be paid out of
the redemption fund and returned to the Federal reserve banks



APPENDIX 421

through which they were originally issued, and thereupon such Fed-
eral reserve bank shall, upon demand of the Secretary of the Treas-
ury, rei se such redemption fund in lawful money or, if such
Federal reserve notes have been redeemed by the Treasurer in gold
or gold certificates, then such funds shall be reimbursed to the ex-
tent deemed necessary by the Secretary of the Treasury in gold or
gold certificates, and such Federal reserve bank shall, so long as any
of its Federal reserve motes remain outstanding, maintain with the
Treasurer in gold an amount sufficient in the judgment of the
Secretary to provide for all redemptions to be made by the Treas-
urer, Federal reserve mnotes received by the Treasury, otherwise
than for redempti may be h d for gold out of the re-
demption fund hereinafter provided and returned to the reserve
bank through which they were originally isswed, or they may be
returned to such bank for the credit of the United States, Fed-
eral reserve notes unfit for circulation shall be returned by. the
Federal reserve agents to the Comptroller of the Currency for
cancelation and destruction.

The Federal Reserve Board shall require each Federal reserve
bank to maintain on deposit in the Treasury of the United States a
sum in gold sufficient in the judgment of the Secretary of the Treas-
ury for the redemption of the Federal reserve notes issued to such
bank, but in no event less than fiva per centum; but such deposit of
gold shall be counted and included as part of the forty per centum
reserve hereinbefore required. The board shall have the rifht, act~
ing through the Federal reserve agent, to grant in whole or in
part or to reject entirely the application of any Federal reserve
bank for Federal reserve notes; but to the extent that such applica-
tion may be granted the Federal Reserve Board, shall, through its
local Federal reserve agent, supply Federal reserve motes togthe
bank so applying, and such bank shall be charged with the amount
of such notes and shall pay such rate of interest on said amount as
may be established by the Federal Reserve Board, and the amount of
such Federal reserve motes so issued to any such bank shall, upon
delivery, together with such notes of such Federal reserve bank as
may be iesued under section eighteen of this Act upon security of
TUnited States two per centum Government bonds, become & first and
paramount lien on all the assets of such bank.

Any Federal reserve bank may at any time reduce its liabilit;
for outstanding Federal reserve notes by depositing, with the Fed-
eral reserve agent, its Federal reserve notes, gold, gold certificates,
or lawful money of the United States. Federal reserve notes so de-
posited shall not be reissued, except upon compliance with the con-
ditions of an original issue.

The Federal reserve agent shall hold such gold, gold certificates,
or lawful money available exclusively for exchange for the outstand-
ing Federal reserve notes when offered by the reserve bank of which

. he’is a director. Upon the request of the Secretary of the Treasury
the Federal Reserve Board shall require the Federal reserve agent
to transmit so much of said golde%o the Treasury of the United
States a8 may be required for the exclusive purpose of the redemp-
tion of such notes.

28
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Any Federal reserve bank may at its diseretion withdraw collateral
deposited with the local Federal reserve agent for the protection of
its Federal reserve notes deposited with it and shall at the same time
substitute therefor other like collateral of equal amount with the
approval of the Federal reserve agent under regulations to be pre-
scribed by the Federal Reserve Board.

In order to furnish suitable notes for circulation as Federal re-
serve notes, the Comptroller of the Currency shall, under the direc-
tion of the Secretary of the Treasury, cause plates and dies to be en-
graved in the best manner to guard against counterfeits and fraudu-
lent alterations, and shall have printed therefrom and numbered such
quantities of such notes of the denominations of $5, $10, $20, $50,
$100, as may be required to supply the Federal reserve banks. Such
notes shall be in form and tenor as directed by the Secretary of the
Treasury under the provisions of this Act and shall bear the dis.
tinetive numbers of tﬁe several Federal reserve banks through which
they are issued.

When such notes have been prepared, they shall be deposited in the
Treasury, or in the subtreasury or mint of the United Stntes nearest
the place of business of each Federal reserve bank and shall be held
for the use of such bank subject to the order of the Comptroller of
the Currency for their delivery, as provided by thissAct.

The plates and dies to be procured by the Comptroller of the
Currency for the printing of such circulating notes shall remain
under his control and direction, and the expenses mecessarily in-
curred in executing the laws relating to the procuring of such notes,
and all other expenses incidental to their issue and retirement, shall
be paid by the Federal reserve banks, and the Federal Reserve Board
shall include in its estimate of expenses levied against the Federal
reserve banks a sufficient amount to cover the expenses herein pro-
vided for,

The examination of ﬁ!ateu, dies. bed pieces, and so forth, and regu-
lations relating to such examination of plates, dies, and so forth, of
national-bank notes provided for in section fifty-one hundred and
seventy-four Revised St: , i8 hereby extended to include notes
herein provided for.

Any appropriation heretofore made out of the genmeral funds of
the '.I‘reasury for engraving plates and dies, the purchase of dis-
tinctive paper, or to cover any other expense in connection with the
Brmtmg of national-bank notes or notes provided for by the Act of

ay thirtieth, nineteen hundred and eight, and any distinctive paper
that may be on hand at the time of the passage of this Act may be
used -in the discretion of the Secretary for the purposes of this
Act, and shoulfi the appropriations heretofore made be insufficient to
meet_ the requirements of this Act in addition to circulating notes
provided for by existing law, the Secretary is hereby authorized to
use so much of any funds in the Treanury not otherwise appropriated
for the purpose of furnishing the notes aforesaid: Provided, how-
ever, That nothing in this section contained shall be eonstrued as ex-
. empting national banks or Federal reserve banks from their liability
to reimburse the United States for any expenses incurred in printing
and issuing circulating notes.
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Every Federal reserve bank shall receive on deposit at par from
member banks or from Federal reserve banks checks and drafts drawn
upon any of its depositors, and when remitted by a Federal reserve
bank. checks and drafts drawn by any depositor in any other Federal
reserve bank or member bank upon funds to the credit of said de-
positor in said reserve bank or member bank. Nothing herein con-
tained shall be construed as prohibiting 2 member bank from charg-
ing its actual expense incurred in collecting and remitting funds,
or for exchange sold to its patrons. The Federal Reserve Board
shall, by rule, fix the charges to be collected by the member banks
from its patrons whose checks are cleared through the Federal re-
serve bank and the charge which may be imposed for the service of
clearing or collection rendered by the Federal reserve bank.

The Federal Reserve Board shall make and promulgate from time
to time regulations governing the transfer of funds and charges
therefor among Federal reserve banks and their branches, and may
at its discretion exercise the functions of a clearing house for such
Federal reserve banks, or may designate a Federal reserve bank to
exercise such functions, and may also require each such bank to
exercise the functions of a clearing house for its member banks,

Sec. 17. So much of the provisions of section fifty-one hundred
and fifty-nine ofwhe Revised gtatutes of the United States, and sec-
tion four of the Act of June twentieth, eighteen hundred and seventy-
four, and section eight of the Act of July twelfth, eighteen hundred
and eighty-two, and of any other provisions of existing statutes as
require that before any national banking associations shall be au-
thorized to banking busi it shall transfer and deliver
to the Tremsurer of the United States s stated amount of United
States registered bonds is hereby repealed.

REFUNDING BONDS

Sec. 18. After two years from the passage of this Act, and at
any time during a period of twenty years thereafter, any member
bank desiring to retire the whole or any part of its circulating notes,
may file with the Treasurer of the United States an application to
sell for its account, at par and accrued interest, United States bonds
securing cireulation to be retired. )

The Treasurer shall, at the end of each quarterly period, furnish
the Federal Reserve Board with a list of such applications, and the
Federal Reserve Board may, in its discretion, require the Federal
Teserve banks to purchase such honds from the banks whose appli-
cations have been filed with the Treasurer at least ten days before
the end of any quarterly period at which the Federal Reserve Board
may direct the purchase to be made: Provided, That Federal re-
werve banks shall not be permitted to purchase an amount to exceed
$25.000,000 of such bonds in any one year, and which amount shall
include bonds acquired under section four of this Act by the Federal
reserve bank.

Provided further, That the Federal Reserve Board shall allot to
each Federal reserve bank such proportion of such bonds as the
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eapital and surplus of such bank shall bear to the aggregate capiti
and surplus of all the Federal reserve banks.

Upon notice from the Treasurer of the amount of bonds so sol
for its account, each member bank shall duly assign and transfe
in writing, such bonds to the Federal reserve bank purchasing t!
same, and such Federal reserve bank shall, thereupon, deposit lawfi
money with the Treasurer of the United States for the purchase pri
of such bonds, and the Treasurer shall pay to the member bar
selling such bonds any balance due after deducting a sufficient su
to redeem its outstanding notes secured by ench bonds, which not:
shall be canceled and permanently retired when redeemed.

The Federal reserve banks purchasing such bonds shall be pe
mitted to take out an amount of circulating notes equal to the ps
value of such bonds.

Upon the deposit with the Treasurer of the United States of bon(
so purchased, or any bonds with the circulating privilege acquir(
under section four of this Act, any Federal reserve bank makir
such deposit in the manner provided by existing law, shall be entith
to receive from the Comptroller of the Currency circulating mnot
in blank, registered and countersigned as provided by law equal
amount to the par value of the bonds so deposited. Such not
shall be the obligations of the Federal reserve bank procuring tl
same, and shall be in form prescribed by the Secretary of the Trea
ary, and to the same tenor and effect as national-bank notes no
provided by law. .They shall be issued and redeemed under the san
terms and conditions as national-bank notes except that they she
not be limited to the amount of the capital stock of the Feder
reserve bank issuing them.

Upon application of any Federal reserve bank, approved by tl
Federal Reserve Board. the Secretary of the Treasury may issue,
exchange for United States two per centum gold bonds bearing t
circulation privilege, but against which no circulation is outstandin
one-year gold notes of the United States without the circulatic
privilege to an amount not to exceed one-half of the two per centn
bonds so tendered for exchange, and thirty-year three per centu
gold bonds without the circulation privilege for the remainder
the two per centum bonds so tendered: Provided, That at the tin
of such exchange the Federal reserve bank obtaining such one-ye
gold notes shall enter into an obligation with the Secretary of t
Treasury binding itself to purchase from the United States for go
at the maturity of such one-vear notes, an amount equal to tho
delivered in exchange for such bonds, if 8o requested by the S¢
retary, and at each maturity of one-year notes so purchased by su
Federal reserve bank, to purchase from the United States such (
amount of one-vear notes as the Secretary may tender to such ban
not to exceed the amount issued to such bank in the first instamn
in exchange for the two per centum United States gold bonds; sa
obligation to purchase at maturity such notes shall continue
force for a period not to exceed thirty years.

For the purpose of making the exchange herein provided for. t
Secretary of the 'l‘rmpry is authorized to issue at par Treasu
notes in coupon or registered form as he may prescribe in denon
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nations of one hundred dollars, or any multiple thereof, bearing in-
terest at the rate of three per centum per annum, payable quarterly,
such Treasury notes to be payable not more than one year from the
date of their issue in gold coin of the present standard value, and to
be exempt as to principal and interest from the payment of all
taxes and duties of the United States except as grovided by this
Act, as well as from taxes in any form by or under State, municipal,
or local authorities. And for the same purpose, the Secretary is
authorized and empowered to issue United States gold bonds at par,
bearing three per centum interest payable thirty years from date of
issue, such bonds to be of the same general tenor and effect and to
be issued under the same general terms and conditiong as the United
States three per centum bonds without the circulation privilege now
issued and outstandin%

Upon application of any Federal reserve bank, approved by the
Federal Reserve Board, the Secretary may issue at par such three
per centum bonds in exchange for the one-year gold notes herein
provided for.

BANK RESERVES

Sec. 19. Demand deposits within the meaning of this Act shall
comprige all dep8sits payable within thirty days, and time deposits
shall comprise all deposits payable after thirty days, and all sav-
ings accounts and certificates of deposit which are subject to not
Jess than thirty days’ notice before payment.

When the Secretary of the Treasury shall have officially announced,
in such manner as he may elect, the establishment of a Federal re-
serve bank in any district, every subscribing member bank shall
establish and maintain reserves as follows:

(a) A bank mot in a reserve or central reserve city as mow or
hereafter defined shall hold and maintain reserves equal to twelve
per centum of the aggregate t of its d dd its and five
per centum of its time deposits, as follows:

In its vaults for a period of thirty-six months after said date
five-twelfths thereof and permanently thereafter four-twelfths.

In the Federal reserve bank of its district, for a period of twelve
months after said date, two-twelfths, and for each succeeding six
months an additional one-twelfth, until five-twelfths have been so
deposited, which shall be the amount permanently required.

‘or a period of thirty-six months after said date the balance of the
reserves may be held in its own vaults, or in the Federal reserve
bank, or in national banks in reserve or central reserve cities as
now defined by law.

After said thirty-six months’ period said reserves, other than those
hereinbefore required to be held in the vaults of the member bank
and in the Federal reserve bank, shall be held in the vaults of the
member bank or in the Federal reserve bank, or in both, at the
option of the member bank.

(b) A bank in a reserve city, a8 now or hereafter defined, shall
hold and maintain reserves equal to fifteen per centum of the aggre-
gate amount of its demand deposits and five per centum of its time -
deposits, as follows:

29
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In its vaults for a period of thirty-six months after said date six-
fifteenths thereof, and permanently thereafter five-fifteenths.

In the Federal reserve bank of its district for a period of twelve
months after the date aforesaid at least three-fiftcenths, and for
each ding six hs an additional one-fifteenth, until six-
fifteenths have been so deposited, which shall be the amount per-
manently required.

For a period of thirty-six months after said date the balance of
the reserves may be held in its own vaults, or in the Federal reserve
bank, or in national banks in reserve or central reserve cities as
now defined by law.

After said thirty-six months’ period all of said reserves, except
those hereinbefore required to be held permanently in the vauits
of the member bank and in the Federal reserve bank, shall be held
in its vaults or in the Federal reserve bank, or in both, at the option
of the member bank.

(e) A bank in a ecentral reserve city, as mow or hereafter de-
fined, shall hold and maintain a reserve equal to eighteen per centum
of the aggregate amount of its demand deposits ard five per centum
of its time deposits, as follows:

In its vaults six-eighteenths thereof.

In the Federal reserve bank seven-eighteenths.

The balance of said reserves shall be held in its own vaults or in
the Federal reserve bank, at its option.

Any Federal reserve bank may receive from the member banks
as reserves, not exceeding one-half of each installment, eligible paper
as described in section fourteen properly indorsed and acceptable
to the said reserve bank.

If & State bank or trust company is required by the law of ita
State to keep its reserves either in its own vaults or with another
State bank or trust company, such reserve deposits so kept in such
State bank or trust company shall be construed, within the meaning
of this section, as if they were reserve deposits in a mnational bank
in a reserve or central reserve city for a period of three years after
the Secretary of the Treasury shall have officially announced the
establishment of a Federal reserve bank in the district in which
such State bank or trust company is situate. Except as thus pro-
vided, no member bank shall ?(eep on deposit with any nonmember
bank a sum in excess of ten per centum of its own paid-up eapital
and surplus. No member bank shall act as the medium or agent of
a nonmember bank in applying for or receiving discounts from a
Federal reserve bank under the provisions of this Act except by per-
mission of the Federal Reserve Board.

The reserve carried by a member bank with a Federal reserve
bank may, under the regulations and subject to such penalties as may
be prescribed by the Federal Reserve Board, be checked against and
withdrawn by such member bank for the purpose of meeting existing
liabilities: Provided, however, That no bank shall at any time make
new loans or shall pay any dividends unless and until the total re-
serve required by law is fully restored.

In estimating the reserves required by this Aet, the net balance
of amounts due to and from other banks shall be taken as the
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basis for ascertaining the deposits against which reserves shall be
determined. Balances in reserve banks due to member banks shall,
to the extent herein provided, be counted as reserves.

National banks located in Alaska or outside the continental
United States may remain nonmember banks, and shall in that event
maintain reserves and comply with all the conditions now provided
by law regulating them: or said banks, except in the Philippine
Islands, may, with the consent of the Reserve Board, become member
banks of any one of the reserve districts, and shall, in that event,
take stock, maintain reserves, and be subject to all the other pro-
visions of this Act.

Sec. 20. So much of sections two and three of the Act of June
twentieth, eighteen hundred and seventy-four. entitled “An Act fix-
ing the amount of United States notes, providing for a redistribution
of the national-bank currency, and for other purposes,” as provides
that the fund deposited by any national banking association with
the Treasurer of the United States for the redemption of its notes
shall be counted as a part of its lawful reserve as provided in the
Act aforesaid. is hereby repealed. And from and after the passage
of this Act such fund of five per centum shall in no case be counted
by any national -lmnking association as a part of its lawful reserve,

BANK EXAMINATIONS

Sec. 21. Section fifty-two hundred and forty, United States Re-
vised Statutes, is amended to read as follows:

The Comptroller of the Currency, with the approval of the Secre-
tary of the Treasury, shall appoint examiners who shall examine
every member hank at least twice in each calendar year and oftener
if considered necessary: Provided, however, That the Federal Re-
serve Board may authorize examination by the State authorities to
be accepted in the case of State banks and trust companies and may
at any time direct the holding of a special examination of State
banks ‘or trust companies that are stockholders in any Federal re-
serve bank. - The examiner making the examination of any national
bank, or of any other member bank, shall have power to make a
thorough examination of all the affairs of the bank and in doing so
he shall have power to administer oaths and to examine any of the
officers and agents thereof under oath and shall make a full and
detailed report of the condition of said bank to the Comptroller of
the Curreucy.

The Federal Reserve Board, upon the recommendation of the Comp-
trolter of the Currency, shall fix the selaries of all bank examiners
and make report thereof to Congress. The expense of the examina-
tions herein provided for shall be assessed by the Comptroller of the
Currency upon the banks examined in proportion to assets or re-
sources held by the banks upon the dates of examination of the
various banks,

In addition to the inations made and conducted by the Comp-
troller of the Currency, every Federal reserve bank may, with the
approval of the Federal reserve agent or the Federal Reserve Board,
provide for specia) expmination of member banks within its district,
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The expense of such examinations shall be borne by the bank ex-
amined. Such examinations shall be so conducted as to inform the
Federal reserve bank of the condition of its member banks and of
the lines of credit which are being extended by them. Every Federal
reserve bank shall at all times furnish to the Federal Reserve Board
such information as may be demanded concerning the condition of
any member bank within the district of the said Federal reserve bank.

No bank shall be subject to any visitatorial powers other than
‘surh a8 are authorized by law, or vested in the courts of justice or
such us shall be or shall have been exercised or directed by Congress,
or by either House thereof or by any committee of Congress or of
either House duly authorized.

The Federal Reserve Board shall, at least once each year, order
an examination of each Federal reserve bank, and upon joint ap-
plication of ten member banks the Federal Reserve Board shall order
a special examination and report of the condition of any Federal
reserve bank.

Sec. 22, No member bank or any officer, director, or employee
thereof shall hereafter make any loan or grant any gratuity to any
bank examiner. Any bank officer, director, or employee violating
this provision shall be d d guilty of » misdemegnor and shall be
imprisoned not exceeding one year or fined not more than $5,000, or
both: and may be fined a further sum equal to the money so loaned
or gratuity given, Any examiner accepting a loan or gratuity from
any bank examined by him or from an officer, director, or employee
thereof shall be deemed guilty of a misdemeanor and shall be im-
prisoned not exceeding one year or fined not more than $5,000, or
both; and may be fined a further sum equal to the money so loaned
or gratuity given; and shall forever thereafter be disqualified from
holding oftice as a national-bank examiner. No national-hank ex-
aminer shall perform any other service for compensation while hold-
ing such office for any bank or officer. director, or employee thereof.

Other than the usual salary or director’s fee paid to any officer,
director, or employee of a member bank and other than a reasonable
fee paid by said bank to such officer, director, or employee for
services rendered to such bank, no officer. director, employee, or attor-
ney of a member bank shall be a beneficiary of or recrive. directly
or indirectly, any fee, commission, gift, or other consideration for
or in connection with any transaction or business of the bank. No
examiner, public or private, shall disclose the names of borrowera
or the collateral for loans of a member hank to other than the proper
officers of such bank without first having obtained the express per-
mission in writing from the Comptroller of the Currency, or from
the board of directors of such hank, except when ordered to do so by
a court of competent jurisdiction, or hy direction of the Congress
of the United States. or of either House thereof. or any committee
of Congress or of either House duly authorized. Any person violat-
ing any provision of this section shall be punished by a fine of not
exceeding $5,000 or by imprisonment not exceeding one year, or both.

Except as provided in existing laws, thia provision shall not take
effect until sixty days after the passage of this Act.

) Posinl

Sec. 23. The stockholders of every 1 g iati
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shall be held individually responsible for all contracts, debts, and
engagements of such association, each to the amount of his stock
therein, at the par value thereof in addition to the amount invested
in such stock. The stockholders in any national banking iati
who shall have transferred their shares or registered the transfer
thereof within sixty days next before the date of the failure of such
association to meet its obligations, or with knowledge of such im-
pending failure, shall be liable to the same extent as if they had
made no such transfer, to the extent that the subsequent transferee
fails to meet such liability; but this provision shall not be con-
strued to affect in any way any recourse which such shareholders
might otherwise have against those in whose names such shares are
registered at the time of such failure, .

LOANS ON FARM LANDS

Sec. 24. Any national banking association not situated in a
central reserve city may make loans secured by improved and unen-
cumbered farm land, situated within ite Federal reserve district, but
no such loan shall be made for a longer time than five years, nor
for an amount exceeding fifty per céntum of the actual value of the

roperty offered as security. Any such bank may make such loans
In an aggregate sum equal to twenty-five per centum of its capital
and surplus or to one-thivd of its time deposits and such banks may
continue hereafter as heretofore to receive time deposits and to pay
interest on the same.

The Federal Reserve Board shall have power from fime to time
to add to the list of cities in which national banks shall not be per-
mitted to make loans secured upon real estate in the manner de-
scribed in this section.

FOREIGN BRANCHES

Sec. 25. Any national banking association possessing a capital
and surplus of $1,000,000 or more may file application with the
Federal Reserve Board, upon such conditions and under such regu-
lations as may be prescribed by the said board, for the purpose of
securing authority to establish branches in foreign countries or de-
pendencies of the United States for the furtherance of the foreign
commerce of the United States, and to aet, if required to do so, as
fiseal agents of the United States. Such application shall specify, in
addition to the name and eapital of the banking association filing it,
the place or places where the banking operations proposed are to be
carried on, and the amount of capital set aside for the conduct of
its foreign business. The Federal Reserve Bonrd shall have power to
approve or to reject such application if, in its judgment, the amount
of capital proposed to be set aside for the conduct of foreign business
is inndequate, or if for other reasons the granting of such applica-
tion is deemed inexpedient.

Every national banking association which shall receive authority
to establish foreign branches shall be required at all times to furnish
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information concerning the condition of such branches to the Comyp-
troller of the Currency upon demand, and the Federal Reserve Board
may order special examinations of the said foreign branches at such
time or times as it may deem best, Every such national banking

iation shall duct the ts of each foreign branch in-
dependently of the ts of other foreign branches established by
it and of its home office, and shall at the end of each fiscal period
trausfer to its general ledger the profit or loss aceruing at each
branch as a separate item.,

See. 26. Al provisions of law inconsistent with or superseded
by any of the provisions of this Act are to that extent and to that
extent only hereby repealed: Provided, Nothing in this Act con-
tained shall be construed to repeal the parity provision or pro-
visions contained in an Act approved March fourteenth, mineteen
hundred entitled “An Act to define and fix the standard of value, to
maintain the parity of all forms of money issued or coined by the
United States, to refund the public debt, and for other purposes,”
and the Secretary of the Treasury may for the purpose of main-
taining such parity and to strengthen the gold reserve, borrow gold
on the security of United States bonds authorized by section two of
the Act last referred to or for one-year gold notes bearing interest
at a rate of not to exceed three per ecentum per afnum, or sell the
same if necessary to obtain gold. When the funds of the Treasury
on hand justify, he may purchase and retire such outstanding
bonds and, notes.

Sec. 27. The provisions of the Act of May thirtieth, nineteen
hundred and eight, authorizing national currency associations, the
issue of additional national-bank circulation, and creating a Na-
tional Monetary Commission, which expires by limitation under
the terms of such Act on the thirticth day of June, nineteen hun-
dred and fourteen, are hereby extended to June thirticth, nineteen
hundred and fifteen, and sections fifty-one hundred and fifty-three,
fifty-one hundred and seventy-two, fifty-one hundred and ninety-one,
and fifty-two hundred and fourteen of the Revined Statutes of the
United States, which were amended by the Act of May thirtieth,
nineteen hundred and eight, are hereby reenacted to read as such
sections read prior to May thirtieth. nineteen hundred and eight,
subject to such d or lifications as are prescribed in
this Act: Provided, however, That section nine of the Act first
referred to in this section is hereby amended so as to change the tax
rates fixed in said Act by making the portion applicable thereto
read as follows:

National banking associations having circulating notes secured
otherwise than by bonds of the United States, shall pay for the
first three months a tax at the rate of three per centum per annum
upon the average amount of such of their notes in circulation as are
based upon the deposit of such securities, and afterwards an addi-
tional tax rate of one-balf of one per centum per annum for each
month until a tax of six per centum per annum is resched, and
thereafter such tax of six per centum per annum upon the average
amount of such notea,

SEc. 28. Section fifty-one bundred and forty-three of the Re-
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vised Statutes is hereby ded and ted to read as fol-
Jows: Any association formed under this title may, by the vote of
shareholders owning two-thirds of its capital stock, reduce its capital
to any sum not below the amount required by this title to authorize
the formation of associations; but no such reduction shall be allow-
able which will reduce the capital of the association below the
amount required for its outstanding circulation, mor shall any re-
duction be made until the of the proposed reduction has been
reported to the Comptroller of the Currency and such reduction has
been approved by the said Comptroller of the Currency and by the
Federal Reserve Board, or by the organization committee pending
the organization of the Federal Reserve Board.

Sec. 29. If any clause, sentence, paragraph or part of this Act
shall for any reason be adjudged by any court of competent juris-
diction to be invalid, such judgment shall not affect, impair, or in-
validate the remainder of this Act, but shall be confined in its
operation to the clause, sentence, paragraph, or part thereof directly
involved in the controversy in which such judgment shail have béen
rendered. ’

Sec. 30. The right to amend, alter, or repeal this Act is hereby
expressly reserved.

Approved, Deeember 23, 1913.
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Fiat currency, experiences with,
42-43; dangers of, 4546
Finance bills, 222, 233-235, 311
First Bank of the United States,
129-130
Hshc:, Trving, on the ““compen-
* sated dollar,” 93-97
Forelgn exchange, principles un-
derlying, 219; supply and de-
mandof, 220-223; ratesof,223-
225; correctives of, 225-227;
forms of, 228; bill of, 230-232;
finance bills of, 233-235; arbi-
traging in,235; letters of credit,
243; departments for,243;
under Federal reserve system,
244; deranged by European

svstem,
346; management of Federal
reserve banks under, 348; plan
of electing directors of 349,
350; powers of Reserve Board
ot; 351—353 Ad\nsory Council
of, and p

war, 389; re-establishment of,
9 391-393
Free banking sy , 137-139

Free silver controversy, 30, 34
French banking system, 314-317

zf tes:rve b:fnkn under, 3‘1‘54,
istribution of earnings under,
356; rediscounting under, 356~

United States, 130-131
German banking system, 317-321

banks d\ig_del} 382,383;
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L]
Girard, Stephen, purchased as-
sets of First Baok of United
States, 131 *
Giro system, of Germany, 321
Gold, as a precious metal, 7; not
perfectly stable in value, 9;
welght of, dollar, 17; welght
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Index numbers, 79-87; and price
tables, #2; ecomparison of
tables of, by Falkner-Bureau
of Laber, Sauerbeck, Soetbeer
and Economist, 85

Indiana, State bank of, 139

Indianapolis, Monetary Com-

and fi of, eagle red "
27; reserve of Treasury threat-
ened, 32-34; stock of, in
Treasury, 55; certificates, 39,
60; price of, 68; demand for,
69-72; ~ changes in world's
stock of, 73, 76; future sup-
ply of, 77, 78; international
movements of, 227, 340;
points, 224; reserves against
Federal reserve notes, 368;
pool to re-establish forelgn

" exchange in 1914, 392

Gold exchange standard, 22

Gold Standard Act, 34,-44; re-
affirmed by Federal Reserve
Act, 35, 370

»
Grant, President, vetoes infla-

tion bill,
Greenbacks, see. United States
Notes
Gresham’s Law, 12-19
Gu;ol'é\nty of bank deposits, 196-

Hamilton, Alexander, and Bank
of United States, 129

-

* Imperial Bank of Germany, 318
320

Independent Treasury system,
established, 134; relation to
national banks of 158,159; and

“ . domestic exchnnge, 2l8—219;
clumsy and wasteful, 341-343;
relations to Federal reserve
system of, 379-382

of, 34
Inelastit;"‘urrency, 49-50, 330-
332

Inflation, 30-32, 43; safeguards
against, in Federal reserve sys-
tem, 367-368, 370-371

Jackson, Andrew, opposes Sec-
ond Bank of United States,
132, 133

Johnson J. F., oft price chnnges,
Jomt stock banks, of Kngland,
310

Kink;y, David, on standards of
deferred payments, 93

Latin Union, 21

Laughlin, J. L., on Federal re-
serve notes, 369

Letter of credit, 115, 236-239;
commercial, 239-243

Loans, of national banks on real
estate, 158, 255-257; and dis-
counts, 246; how made, 248~
250; security for, 251-238;
call, 258-263

Medium of exchange, qualities
of, 8; as a function of money,
13; relation of, to standard of
value, 14; demand for money
as, ¢

Metallic money, 6; of United
States, 55-60; aee(xold Silver



155; how isued, 152;
tic, MW0-332: to be retired
under Act nl' 1913, 364-366
National system, lead-
ing features of, 151-163; de-

in the United States, 60-67 -

Pratt, S O, on call loans, 261

Prendergast, W. A, on dating,
105 .

President, bank. his duties, 169-
171

Price, definition of, 6S; cydes
of, 73-77; rhangts

¢ mitted. 57-39; eﬂ'edd'dnngts
in, 55-90

Price tables, 80; comparison of
luding,&) see Index Num-

Ohio, State bank of, 140
Oklahoma law of guaranty of
bank deposits, 196-193
Open market operations. of Eu-~
hnks. 311-312: of
:};e;)ienl reserve banks, 358

issory note, farm of, 107;
dswmled,‘u

Quantity theary, 74-77

Rapidity of circulation, 71-135

Redemption of nofes, Sufiolk
system of, 135; national bank-
ing system of, 154; Canadian
system of, 323

Rediscounts, 257-258; by cen-
tral banks of Ewrope, 316;
under Federal reserve system,
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Refunding 2 per cent bonds,
365-366

Reichsbank, 318-320

Reserves, of gold in Treasury,
35; of national banks, 156-
157; immobility of, 332-335;
requirement for, may be sus-
peuded by Reserve Bogrd, 363;
centralized, 373-375

#Reserve bank notes, inelastic,
52, 364; to replace national
bank notes, 364-365

Safety fund system, 136
Sauerbeck, A., index numbers of,
83, 85
Savings banks, functions of, 145,
286; management of, 288; de-
ite in, 289; investments of,
291-292; postal, 293
Scotch banking system, 313-314
Scott, W. A., on bimetallism, 19
Seager, Henry R., plans te dis-
pose of silver dollars, 56-57
Second Bank of United States,
131-133
Seigniorage, 59
Sherman Act, 31; silver pur-
chase clause repealed, 33
Silver dollar, legal tender, 22;
silver . period, 25-27; disap-
rance of coins, 26-27;
" coinage of, discontinued, 29;
controversy, 30; acts p:
to purchase, 31, 32; subsldlary
egilver, amount 'of llmlt.ed 22;
coins made light, 27; stock of,
»  57; certificates displace dol-
lars, 39; hoard of in Treasury,
56; at par with gold, 64
Soetbeer, A., index numbers, 83,
85 -
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.
Specie, use of, facilitated by
paper representatives, 39
Specie payments suspended, 48;
resumption of, by Treasury, 30,
Sprague, 0. M. W., on Federal
reserve system, 354

Standard of value, 14-15; effect
of changes in, 89; see Tabular
Standard

Stagdard of deferred payments,

1

Standard, double, see Bimetal-
lism

Standard, “limping,” 21; gold
exchange, 22; gold, 34, ‘44
State-owned banks, 139-140

Stockholders, of national banks,
'165; of Federal reserve banks,
347

Stock exchange, and call loans,
261 ; suspends, 391

Suffolk Bank system, 134-135

Supply of money, 72

Tabular standard, 90-92

Taussig, F. W., on the cost of
gold and its value, 72; on
effect of price changes, 90;
on use of tabular standard, 92

Teller, paying, 172-178; receiv-
ing, 178-180; note, 180-1§2

Token money, 58

Treasury, see Independent Treas-
ury System

Treasury notes, authonzed 31;

“e(lilidlew chain,” ?261pra:ucal

sappearance of, 61; a

with gold, 65 pe

Trade dollar, 29

Travelers’ cheques, 116



INDEX 439

Trust P of; inati of, 61; at. par
145-146, 295-300; bnnkmg with gold, 65
business of, 301-303
- Vahleofmoney defined, 63-69
what determines, 69-74; see

tmtedmmmﬂmwed, Price
29; Treasury difficulties
32; nudeeonvemble.m de- Wampum, 5 o)



