?-‘;\‘-\“575



L ‘The Engluh Patents of Monopoly. By wil-
lism H. Price. 8vo.
-lI. The Lodging House ‘Problem in Boston.
* By Albert B, Wolfe. 8vo. '
IIL. The Stannaries: A Study of the English
] Tin Miner, By George R. Lewis. 8vo.
IV. Railroad Reorganization. By Stuart Dag-
gett. 8vo.
V. Wool-Growing and the Tariff. By Chester
W. Wright. 8vo.
VL. Public Ownership of Telephones on the
Continent of Europe. By Arthur N. Hol-
~ combe. 8vo. .
VII. The History of the British Post Office.
. By J. C. Hemmeon. 8vo.
VIIL. The Cotton Manufacturing Industry of
' ;he United States. By M. T. Copeland.
vo. .
IX. The History of the Grain Trade in France.
By Abbott Payson Usher. 8vo.
X: C P. ] and R
tions. By A. S. Dewing. 8vo.
X1. The Anthracite Coal Combi in the
United States, By Eliot Jones. 8vo.
XIL Some Aspects of the Tariff Question. By
F. W. Taussig. 8ve.

XIIl. The Evolution of the English Corn |

Market from the Twelfth to the Eighteenth
Century. By N.S. B. Gras. 8vo.
XIV Socul Adapuhon A Study in the
the Doctzine of Adspta-
honunTheoryo(Socanmnm By
L. M, Bristol, 8va.
XV. The Financial History of Boston, from
Mu :, xsszz,wlmuq 31,1900 By C. P.

' XVL Essays in the Earlier History of Amer-
jcan Corporations. By J. S. Davis. 8vo.
3 volumes.

XVIL The State Tax Commission. By H.L.
Lats. 8vo.

XVII. The Early English Customs System.,
By N. S. B. Gras. 8vo.

XIX. Trade and Navigation between Spain
and the Indies in the time of the Hapsburgs.
By C. H. Haring. 8vo.

XX. The Italisa Emigration of Our Timul
By R. F. Foerster. 8vo,

.

L . : - ) '
HARVARD ECONOMIC STUDIES

XXL The Mesta: A Study in Spanish Eco-

" momic ?‘W' €273~1836. By Julius

XX, Argmtme International Trade under
Inconvertible Paper Money: 1880~1900.
By J. H. Williams. 8vo.

XX1V. Economic Motives. By Zenas C.
Dickinson. ' 8vo.

XXV, Monetary Theory befm Adam Smith.
By Arthur E. Monroe. 8vo.

XXV]. Canada’s Balance.of Internstional
:ndebtednas, 1900-1913. By Jacob Viner.

vo.

XXVIL The History of the United States
Post Office to the Year 1829. By W.E.
Rich. 8vu..

XXVIIL. The Theory of International Prices.
By James W. Angell. 8vo.
XXIX. Forests and Sea Power.

G. Albion. 8vo.

XXX. Banking Theories in the United States
before 1860. By Harry E. Miller. 8vo.

XXXI. Karl Marx’s Interpretation of History.
By Mandeil Morton Bober. 8vo.

XXXT1. Grain Growers’ Codperation in West-
ern Canada, By Harald S. Patton, 8vo.
XXXIII. The Assignats, By S. E. Harris. 8vo.
XXXIV, The Economic and Social History of
an' English Vl.llnge. By N. S. B. Gras and

E. C. Gras, 8vo,

XXXV. Direct Taxation in Austriz. By John
V. Van Sickle. 8vo.

XXXVI. The Greenbacks and R ion of
Specie Payments, 1862-1879. By Don C.
Barrett. 8vo.

XXXVII. The Street Railway in Massa-
chusetts. By Edward S. Mason. 8vo.

XXXVII. The Theory of Monopolistic Com-
petition. By Edward Chamberlin. 8vo.

XXXIX. Interregional and International
Trades By Bertil Ohlin. 8vo.

XL. The French International Acwunts. 1880~
1913. By Harry D. White.

XLI. Twenty Years of Federd Rsuve Policy.
By S. E. Harris. s vols. 8vo.

By Robert

HARVARD UNIVERSITY PRESS
CAMBRIDGE, MASS., U.S.A,

T




HARVARD ECONOMIG STUDIES
VOLUME ‘XLI

| e—
-

PARTII -

THE STUDIES IN THIS SERIES ARE PUBLISHED BY THE DEPAKTMENT OoF
ECONOMICS OF HARVARD UNIVERSITY, WHICH, HOWEVER, ASSUMES
NO RESPONSIBILITY FOR THE VIEWS EXPRESSED



LONDON : HUMPHREY MILFORD
OXFORD UNIVERSITY PRESS



TWENTY YEARS OF
FEDERAL RESERVE POLICY

INCLUDING AN EXTENDED DISCUSSION
OF THE MONETARY CRISIS, 1927-1933

BY

S. E. HARRIS, Pu.D.

LECTURER ON ECONOMICS, HARVARD UNIVERSITY

‘VOLUME 1II
THE MONETARY CRISIS

pRDI4
{\

(- ma{ )

il ‘
iz /%

7
R«! iz

QGokhals Institute of Tolitics
and Economics, Po wa 4.

T

CAMBRIDGE, MASSACHUSETTS
HARVARD UNIVERSITY PRESS
1933



COPYRIGHT, 1933
BY THE PRESIDENT AND FELLOWS OF HARVARD COLLEGE

X 6212 T3N3

G’g.l

113773

PRINTED AT THE HARVARD UNIVERSITY PRESS
CAMBRIDGE, MASS., U.S. A,



CoO NTENTS ‘
VOLUME 1I

INTRODUCTION . . . « . . o v o v % e v o oo o e o oae 438

THE PROBLEMS, 435
Bank Rate Policy, 1927-20, 436
Loans on Account of Others, 439
Member-bank Indebtedness and the Investment Policies of Banks, 446
Credit and the Needs of Trade, 442
Open Market Policy, August-December, 1927, 443
Open Market Policy, January-August, 1928, 445
Open Market Policy, September-Deceraber, 1928 — A Disastrous Reversal, 448
January-September, 1929 < The Failure of Moral Suasion, 450
Summary of Discussion of Movements of Deposits, 452 .
Deposits and Banking Policy, 453
‘Security Loans, An Interpretation of the Figures, 454
Bankers’ Balances and the Problems of Speculation and Reserves, 458
Absorption of Credit in Speculative Security Loans, 460
THE AFTERMATH, Y929-33, 463
Obstacles to Fulfillment of Open Market Objectives, 463
A Survey of Open Market Operations, 463 |
Bank Rate and Open Market Operations — A Conflict? 464 .
Acceptance Policy and Relations with Foreign Countries, 465
The Process of Liquidation, 465
October, 192g~May, 1932 — An Interpretation of Monthly Figures, 467
Recent Currency Legislation and Proposals; the Future, 467

v PART VII
SPECULATION AND RESERVE POLICY, 1g27-29

Crarrer XXV. Discount Poucy, 1927-29 . . . . . . . . . 471

1. Current Opinion of Reserve Officials on Effectiveness of Rates, 471
2. The Failure of Bank Rate Policy, 192829, 473

3. Rate Policy and Europe, 477

4. Foreign Exchanges and the Attraction of Funds to New York, 480

CHaPTER XXVI. - NON-BANKING FUNDS AND CONTROL . . . . 488

CHAPTER XXVII. MEMBER-BANK INDEBTEDNESS AND INVEST-
MENT Poricies oF MEMBERS . . . . . . . .0 . - 403

Cmmx XXVIIL. CrEDIT AND THE NEEDS OF TRADE . . . 499

+ Credit and Trade, 499
. The Concern of Reserve Authorities with Speculation and ngher
Rates, 504



Vi CONTENTS

CrarTER XXTIX. OrEN MARkET Poricy— THE FIRST PHASE,
AuGUsT-DECEMBER, 1927

1. Contrast of 1924 and 1927, 509
2, Members Prefer to Remain in Debt, 513

Caarrer XXX. OPEN MAmr Poricy AND THE MOVEMENT
OF DEPOSITS, JANUARY-AUGUST, 1928 .

The Failure of Open Market Policy, 514

Demand versus Net Demand Deposits, 517

Signs of Success, 518

New York Banks Gain Deposits and Put the Burden of Rediscounts on
Other Sections, §20

Demand and Net Demand Deposits Once More, 524

Conclusion, 526

[ LI S

}.CEAPTER XXXI. OpEN MARkeT POLICY, SEPTEMBER—-DECEM-
BER, 1928 — A Di1sasTtrous REVERsAL OF Poricy .

1. Market Rates and the Change of Policy, 528
2. New York Banks Remain in a Strong Position, 533
3. Market Rates, 537

CuAPTER XXXII. THE FAILURE OF MORAL SUASION, JANUARY—
SEPTEMBER, 1929 .

"Open Market Operations, 539

Liquidation in New York and Moral Suasnon, February-May, 540
The Failure of Moral Suasion, 546

. The Movement in Deposits, 548

. Debts and Market Rates, 55z

S

CuAPTER XXXIII. A SumMMarRY OF THE DISCUSSION OF THE
MovVeEMENT OF DEPOSITS

The Gold Settlement Figures, 552

Statement of the Problem, 552 >
-An Aspect of Gold Policy, 556

. New York Banks and Their Deposits, 192829, 556
Brokers’ Loans — Deposits and Cash, 558

Lok A

CaAPTER XXXIV. DEPOSITS AND BANKING PoLicY

‘1. The Significance of Movements in Deposits, 561
1 2. A Statistical Explanation, 563
3. The Problem of the Activity of Deposit Accounts, 563

4. Movements of Deposits between Member and Non-member Banks, 565

5. New York City Banks, 566

599

514

528

539

552

561



CONTENTS vii

CrarTER XXXV, SECURITY LOANS, AN INTERPRETATION OF
TE FIGURES . . . . . . .. . . ... ..... 569

1. Significance, 569

2. A Criticism of the Figures of the Glass Committee, 571

3. An Interpretation of the Net Movements, 577 )
4. Advances by New York Banks, Foreign Banks, and Outside Banks, 581

CrarTER XXXVI. BANKERS’ BALANCES AND THE PROBLEMS
OF SPECULATION AND RESERVES . . . . . . . .- . . 58

1. The Material, 585

2. Due from Domestic Banks and the Loss of Cash to Non-members, 586
3. State versus National Banks, 590

4. Certified Checks and Speculation, 591

5. Due to Banks (net) and Reserve Requirements, 502

A NOTE ON THE ABSORPTION OF CREDIT IN SPECULATIV’E SE-
comrry LoaNs . . . . .. .o L. oL L0 s .. 596

. Keynes and Rogers on the Subject, 596

. Credit is Absorbed? 599

The Point at Issue, 6ox

Security versus Brokers’ Loans and Keynes’ Bear Position, 602

5. Absorption and the Movement of Deposits to New York, 6o4-

6. The Failure to Distinguish Demand from Net Demand Deposxts, 605 *
7. Margins and the Accumulation of Deposits by Corporations, 607

8. Conclusion, 611

ropn

PART VIII
THE AFTERMATH, 1920-33

CraPTER XXXVII. OBSTACLES 10 THE FUL¥ILLMENT OF OB-
JECTIVES OF OPEN MARKET OPERATIONS . . . . . .- 0I5
1. Misgivings, 615 )
2. Policy and the Bond Market, 616
3. The Mechanism, 618

CaaprER XXXVIII. A SURVEY OF THE OPEN MARKET OPERA-
TIONS ¥FROM OCTOBER, 1929 TO JUNE, 1032 . . . . . . 626
1. The First Large Operation, October, 1g29-March, 1930, 626
2. A Lull in the Activities, 1930-31, 628
3. A Second Attempt, 1932, 631



" CONTENTS

'CHAPTER XXXIX. RATE PoricY AND OPEN MARKET OPERA-
TIoNs— A CoNFrIcI? . . . . . . .. L. .. L. 632
1. Introduction: Possibilities of a Conflict, 632 ;

2. Rates and Open Market Policy, 633
3- Thq Problem of Uniformity Once More, 636

CuAPTER XL. ACCEPTANCE POLICY AND RELATIONS WITH FoR-
EIGN COUNTRIES . . . + v « & & 0 0 v v v v o v o 639

1. Buying Rates and the Dlstnbutlon of Holdmgs, 639
2. Relations with Foreign Countries, 641

CHaprER XLI. THE PrOCESS OF LIQUIDATION, 1920-31 ... . 645

All Banks in the United States, 645 >
Member versus Non-member Banks, 646

Member Banks: Classification of Loans and Investments, 647

. Member Banks: New York City, Reserve Cities, and Country Banks, 649
Inter-banking Relationships, 653

. Liquidation of Security Loans in October-November, 1929, 656

enp e n N

CrarTER XLII. OCTOBER, 192g-MAY, 1932. AN INTERPRETA-
TION OF MoNTELY FIGURES . . . . . . 658

Introduction, 658
- The Immediate Results of the Crash: October-December, 1929, 661
. Second Stock Market Boom and Collapse: January-June, 1930, 665
. 'The Second Half of 1g30: Liquidation and Monetary Disturbances, 668
. Moderate Liquidation: January-May, 1931, 670
The Crisis: June-December, 1931, 671
Efforts to Stop the Liquidation: January-May, 1932, 676

voaprwem

CrapTER XLIII. RECENT CURRENCY LEGIsr.A'rmN, PROPOSALS,
AND 1BE FUTURE. . . . . e 682

1. Introduction, 682

Proposals to Stabilize Pnces, 683

The Reconstruction Finance Corporation Act, 685
The Glass-Steagall Act, 687

The Banking Act of 1932, 690

Conclusion: 1913, 1932, and the Future, 693

-

oanpwp

CﬁAPTEn XLIV. Tue Enxp oF LIQUIDATION? . . . . . . . . 0699

The Operations of 1932 Successful? 699

Liquidation in 1932 as Compared with 1929-31, 703

Open Market Operations — One or Twelve Banking Systems? 706
Open Market Operations and Liquidation, 71z

. Conclusion, 713

abopn



CONTENTS ix

PART IX
APPENDICES  STATISTICAL ANALYSIS
A. INVESTMENT POLICIES OF RESERVE Bangs . . . . . . . . 719
B. Gop, REservES,NOTES . . . . . . . . . .. .. ... 761
C. INTER-BANKING RELATIONSHIPS . . . . . . . . ... : . 7T

D. Derosits AND REDISCOUNTS' AND MISCELLANEOUS PROB-
IEMS . . . ottt e e e e e e e e e 782

]
SourcEs OF MATERIAL FOR STATISTICAL TABLES . . . . . . . 799
BmBLIOGRAPHY . . . . . . . . . .. e e i oo . 803

AppEnpum. ThHE Crisis:MArcH, 1933 . . . . . . . . . . . 823

Introduction, 825

Liquidation, 1932, 826 :

The Reconstruction Finance Corporation, 828

Remedial Legislation, 831

An Analysis of the Banking Condition on the Eve of the Crisis— Re-
gional Movements, 836

Liquidation, December 28, 1932 — March 1, 1933, 840

The Reserve Banks and the Crisis, 844

Conclusion, 849

PWO apweH



LIST OF CHARTS

A. INVESTMENT POLICIES OF RESERVE BANKS
Ia. Reserve balances of member banks and reserve credit,
TO2I=ZT v e v i v e e e e e e e e e

Ib. Reserve balances of member banks and securities held by
reserve banks, 1g21-31. . . . . . . ... ... ...

Ic. Reserve credit and securities held by reserve banks, 1921-31
II. Distribution of deposits, United States securities, and redis-
counts among reserve banks, r19r15—31. . . . . . . . ..

III. Monthly earning assets of reserve banks . . . . . . . .

IV. Earning assets of Federal Reserve System and of each re-
serve bank: monthly average of daily figures, October,
1921-December, 1931 (Toparts) . . . . . . . . .. ..

V. Proportion of System’s acceptances and deposits held by
each reserve bank, May, 1gr5-December, 1931 . . .

VI. Acceptances held by reserve banks and reserve credit,
TOI5=3T « v v e v e e e e e e e e e e e i
VIL. Acceptance holdings of reserve banks and market rate,
T0IO30 . ¢ . v e e e e e e e e e e e e e e e

B. Gorp, RESERVES, NOTES
VIII. Free gold of the Federal Reserve System, 1g17-31 . . . .

720

721
722

724
729
733
754
758

759

761

IX. Free gold of Federal Reserve System and of each reserve -

bank, xg27—-3r . . . . . . .. . ... ..
X. Distribution of gold in the United States, 1gz5—31. . . . .

XI. Reserve notes held by issuing banks, excess collateral, and
gold and paper collateral held against notes by System,
May, 1915-December, 1931 . - . .o . - .« 4 . . . ..

C. INTER-BANKING RELATIONSHIPS

XIIa. Indebtedness of all member banks to reserve banks and
correspondents, 1919—31 (First differences) . . . . . . .

XIIb. Indebtedness of all member banks to reserve banks and
correspondents, 1918-3T . . . . . . . . . .0 .. os

XIII. Balances with other banks and borrowing of reserve city and
country member banks, 1919-37. . . . . . . . . . ..

763
765

769

772

773



XIV.

XV.

CONTENTS

Borrowings of and balances with New York reporting
member banks, 191931 . . . . . ... .. L. L.

Bankers’ balances and loans on account of out-of-town
banks on securities, June, 1927-December, 193r. . . . .

D. DErosITS AND REDISCOUNTS AND MISCELLANEOUS PROBLEMS

XVI.
XVIIL

XVIIIL.

XXII.

Member-bank deposits and rediscounts with reserve banks,
T927-8T o o 4 v ek e e e e e e e e e e e e

Demand deposits, and bills payable and rediscounts of
member banks, 1927—3r . . . . . . ... ... ...

United States deposits and borrowing of national banks,
IO0IT=22 &+ v vt e e e e e e e e e e e e e e e

Public deposits with national and reserve banks, 1918-22 .

. Deposits and brokers’ loans of reporting New York banks,

July, 1927-June, 1931 . . . . . . . .. ...

Gold, brokers’ borrowings from private banks, etc., and

acceptances held for foreign correspondents, 1927-31. . .
Distribution of borrowing at reserve banks, rg917-30 . . .

718

779

784

788

790
791

794

795
796



INDEX



INDEX{

Acceptability, 21, 270, 202294, 298, 301,
305, 313, 833-834

Acceptance policy, conflicts in, 22-23,

280-281, 283, 326
criticism of, 324, 334-336, 428
and gold, 358, 450
and rate adjustment, 320, 334~335
Acceptance rate, buying, 4, 120, 136, 318—
320, 323~326, 332, 334-336, 428, 476,
628, 632, 639-641, 757-760
control of, 23-24, 317, 320
a penalty rate, 4, 39-40, 50-51, 58-59,
119 ‘
rediscount, 136, 319, 334
Acceptances, and control, 23, 148, 281~
283, 318, 320, 325-326, 516
distribution of, 317, 319, 327-328, 331—
332, 336, 753, 756-757, 760
dollar, 285, 478, 484, 640, 642644
foreign support of, 325, 416-417, 796-
797
increase of, 285286
Liquidation of, 631, 639-64%, 651, 674,
731, 738
and open market policy, 310-321, 336,
710
purchases of, 321-322, 327, 329, 331,
336, 448, 451, 643, 730, 734, 749, 742,
37
and rediscounts, 12, 22, 50, 286, 318,
326, 428, 753
and renewals, 274-275, 281, 284
and trade, 631
Accommodation, to acceptance dealers,
322, 331-332
and control, 5I-53, 641 80'811 93, 95—
97, 109, 215, 236, 246-247, 271, 274,
287, 295, 301, 426, 835
and gold, 401, 406
inter-reserve bank, 9, 127, 291, 327,
331, 333, 337

and lending policies of members, 220,

222
and loss of deposits, 257, 426427
and moral suasion, 199-200, 206, 213

by New York City banks, 246
to non-members, 222, 248—250
and politics, go—91, 94
and rates, 490, 46, 53-54, 6o, 69, 9091,
132, 235
Adjusted service certificates, 250
Agricultural Credits Act, 276, 279
Atlanta Federal Reserve Bank, 206, 212,
308, 330, 387-388, 419, 621, 707-708,
7IL

Bank debits, 508, 518, 505

Bank of England, bankers’ balances at, 62
and note issue, 407 )
rate policy of, 34-37, 120, 438, 479480,

490
and reserve bank credit, 419—420
reserve policy of, 7, 65
and tills, 344 ’
war policy of, 63

Bank of France, 363, 481, 625

Bank of Japan, 364, 415

Bank rate, and acceptance rate, 4, 46,

58-59, 119

and accommodation, 46, 53-54, 60, 69,
132

and control, 70-72, 7678, 80, 436, 490

and correspondents, 9, 125, 120, 25T

and customers’ rates, 4, 4446, 5354,
60, 74, 126, 261, 694

and deposit rates, 55 .

diversity of, 89, 51, 112-113, 127, 634,
637 '

effectiveness of, 3, 10, 33-34, 70, 76-77,
471472

in England and U. S., 6~7, 33-35, 46

and gold movements, 3435, 354, 437,
473, 477, 633

-and liquidation, 630

and market rate, 10-11, 36-39, 44, 48,
50, 52, 67, 74~75, 105-106, 126, 262,
422, 472

and member-bank assets, 5, 38, 5152,
57-58

and moral suasion, 71, 206

3 Miss Doris L. Benz prepared this Index, and I am also indebted to Mr, A.P.L Turner, Jr., for

belp with it.



856

and open market operations, 155, 632~
633
and political pressure, 8, 49, 76, 106,
' 130, 138, 141, 421, 423, 437, 474-476
and provision of law, 112, 132-140
and purpose of borrowing, s0-51
and rediscounts, s, 66, 549
reduction of, by New York Bank, 464~
463, 634636
and repurchase agreements, 289
and reserve banks, 8-9, 60
and reserves, 82-83, 105
and speculation, 34, 47, 425, 437
structure of, 5-6, 51, 118, 125, 137
tardy use of, 40, 436, 474
uniformity of, 8-9, 1x7-118, 126, 128~
130, 247, 421, 423
and volume of credit, 68, 71-72, 421~
422
Bankers’ balances, decrease in, in New
. York, 252, 547, 550, 587, 654, 705
and deposits, 242, 452453, 517-518,
77%
due from banks, 393-394, 585-587, 653~
654, 843844
due to banks, 389, 524-525, 536, 558,
585, 590, 653, 776, 843-844
£ross, 240, 243—244
increase in, 241, 251, 391, 518, 621, 653,
839
in United States and England, 62-63
loss of, by national banks, 243, 587-
588, 590, 654
and member-bank borrowing, 771, 776
movements of, in New York, 253, 452,
459, 466-467, 534, 559-560, 587, 592
gog, 656659, 668, 780-781, 841842,
4
net, 240, 242, 244, §87-590, 502-593,
654, 657, 669
and speculation, 458, 476, 586588, 774,
780781, 792-793
Banking Act of 1932, 682, 690-694, 850
Beckbart, B. H., 377-378
Boston Federal Reserve Bank, 39, 140,
154, 203, 310, 329, 330, 415416, 419,
471, 634, 658, 660, 662, 675, 706
Brokers’ loans, 131, 448, 451, 455-457,
461-463, 467, 485486, 502-504, 519,
528-529, 540, 545-547, 557-560, 570,
§73-575, 577-579, 582-583, 597, 602~
603, 605-611, 648, 650-651, 656657,
667, 670, 774, 780781, 792-793, 796

INDEX

Burgess, W. R,, 50, 76, 95, 145, 157, 209,
265, 310, 378, 381 n.

Case, J. H., 108, 331 )

Cash, inter-district movements of, 444,
467, 559-560, 587, 656657, 659, 663,
675676, 701~702, 837-840

vault, 386-387, 393, 395

Central banks, and acceptances, 325-326,
369, 416-418, 465, 484-485, 639641,
643, 711, 793, 796797

delgosns of, 465, 642-644, 659, 671674,

77

practices of, 247, 269

protection of reserves by, 6s, 369, 395~
396, 671

Checks, certified, 459, 500~593, 605, 654

demand deposits, 446, 518, 525, 536,
549, 589, 605 .

fluctuations of, 458459, 589

Pascagoula Case, 387-388

Chicago Federal Reserve Bank, 8, 45, 04,
139, 204, 293, 329, 330, 332, 378, 471,
473474, 616, 620-621, 634, 658659,
662663, 667668, 670~672, 677, 707,
709-710, 847

Cleveland Federal Reserve Bank, 212,
320-331, 333, 634, 662, 707, 711

Collateral, and eligibility, 20, 257, a71,
275, 286~287, 202, 306, 696

and free gold, 379, 406, 689, 761762,
764, 766, 768, 770
and note issue, 403404, 406-407, 411

Committee on member-bank reserves,
392-393, 395

Commodity rates, 56, 115-116, 137, 139,
202

Continuous borrowers, 18-19, 236-239,
259, 305

Correspondent relationships, 9, 122, 125,
132, 240242, 245-255, 259-260, 265,
387, 389, 426, 494, 497, 661, 667-668,
671, 679, 705, 771, 774-776, 781

Credit control, and acceptances, 282, 324,
336, 428

and Bank rate, 70, 72, 76-78, 84, 132,
139, 155

and earning assets, 77, 80, 161

and eligible paper, 269, 271, 695

and examinations, 218-219

and foreign bills, 415

-and gold, 357-358



.and member-bank balances, 536

methods of, 71, 103, 110111, 208

and note issue, 400, 407, 410

and open market operations, 146, 344~
345, 697698

and reserve requirements, 302

and stability, 79-81, 100, 171

Customers’ rates, 4, 44-46, 53-54, 60, 74,

126, 248, 261-262, 448, 451, 528-529,
537-538, 543, 549, 551, 637-638, 604

Dallas Federal Reserve Bank, 93, 95, 116,
203, 250, 307, 310, 330, 333, 376, 620,
707, 709, 711

Deposits, and acceptances, 651

bank, 384, 518, 587, 621

and bank credit, 499501

demand, 242, 389-390, 445-446, 449,
454, 518, 524-525, 535-536, 549, 563,
593-595, 603, 606, 705, 712~713

fluctuations of, 19, 241-242, 254, 256~
258, 260, 264~265, 451, 497, 508, 527,
548549, 553

of foreign central banks, 465, 642644,
659, 671—674, 677, 845

guarantee of, 831-833

inter-district movements of, 435436,
44;4, 452, 454, 461462, 552, 558-559,
563

and liquidation, 557-558, 645, 647, 675,
826-827

movements of, in New York, 452, 512~
513, 523, 525526, 534-537, 548-549,
856557, 566, 604—606, 668669

net demand, 383, 436, 445446, 449,
453, 462, 513, 516-518, 524~525, 527,

534536, 548550, 553, 556, 558, 561~ |

5§63, 566, 593-595, 606—607, 656-657,

699, 703-705, 782-783, 792793, 841~ |.

842
and open market operations, 516, 551
public, 787, 792
rate on, 55 )
and rediscounts, 511, 563, 782-783
savings, 390-391, 460, 508, 603, 607
and speculation, -460-461, 491, 597,
601-602
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and politics, 73, 76, 93, 141

and rediscount for profit, 55-56
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and stability, 64, 79-80, 85-86
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Discretion, see Moral suasion
Dollar exchange, 415, 417
Domicile bills, 282
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312-313, 427428, 467-468, 695-696

of factors’ paper, 277-279

purpose of, 296-297.

rulings on, 269—271, 273, 276, 208-300,
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764, 766, 768, 770
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and notes, 376, 403, 406-407, 698
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271, 301, 305, 308-309
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‘volume of, 233, 253, 260, 280, 204, 296,

208, 301-304, 312, 378, 403

Elliott, M. C., 96, x33, 388
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287-288
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unstable conditions in, 438, 478480,
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Examinations, 216-220, 204, 426
Excess reserves, 377, 379, 622-625, 670,

701, 703
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Federal Advisory Council, on acceptances, gold policy of, 24-26, 354-353, 357, 363,

323 . 367-368, 370-371, 379, 429, 556, 761-
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on moral suasion, 225
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477
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and eligible paper, 20-21, 234, 258, 270~
271, 273~274, 277, 297, 301, 305-306,
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220, 426

foreign agencies of, 419

foreign bills, 413, 418, 430, 642643
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644, 659, 671-674, 677

and foreign correspondents, 416—417,
465, 485, 639641, 796-797

foreign exchange policy of, 414-418

and prices, 87-9o, 110, 624, 685

rate policy of, 89, 4047, 60, 79-81,
104, 106-108, 120-130, 132, 134135,
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529, 533, 615-616, 634637

and repurchase agreements, 289

reserve policy of, 26—27, 6566, 79, 249~
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and speculation, 208, 227, 488-490,
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and stability, 64-65, 79-81, 100, 111
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on accommodation, 9293, 9596, 98
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on continuous borrowing, 238-239, 305

currency policy of, 397-399, 401403,
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discount policy of, 38-39, 41-44, 46, 56,
70-75, 85, 93, 96, 104, 112-113, X130~
13T, 137-140, 142, 299300, 307, 300~
310, 468, 476



INDEX

on dollar exchange, 415

on eligible paper, 234~236, 270, 272
274, 201292, 299, 309~310, 696

on essential industries, 233

on factors’ paper, 277280

on Federal Reserve System, 108-x09

on fifteen day notes, 287-288

foreign exchange policy of, 414, 416 n,
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gold policy of, 342-346, 348356, 358
360, 367, 377-378, 380

on inter-reserve bank discounting, 327—
328, 331, 337

on member-bank examinations, 216-
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on member-bank indebtedness, 227
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101, 107, 222, 303, 601
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387, 389-302, 425
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202 1, 210, 213, 223, 226, 450, 607

on non-members, 222, 249

open market policy, 145-149, 150154,
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450451, 615-616, 603

on prices, 86-88, go

on repurchase agreements, 289

reserve policy of, 81-83, 353, 372-376,
381-382

on speculation, 208-210, 223, 225-231,
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on uniform rates; 89, 127, I29-130,
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serve Banks, Federal Reserve Board,
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Federal Reserve System, and Banking
Act of 1932, 693-695

influence of non-members on, 245, 249,
254 .

purpose of, 64, 85, 89, 108-109

and regionalism, 158, 328 n, 337 -

Finance paper, 276278, 280, 297

Float, 374

Foreign banks, brokers’ loans by, 485-
486, 577, 582, 793, 796

deposits of, 485, 590

Foreign bills, and credit control, 415

and member banks, 414-415

and reserve banks, 413, 418, 430, 642~
643
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Foreign exchange, stabilization of, 348
349 v

Free gold, 26, 374, 377-383, 404, 406407,
429-430, 689, 761~762, 764, 766, 768,
770

Glass, Carter, 7 41, 55, 69, 03, 115, 128~
129, 133134, 221, 287, 303, 311, 420,
690-695, 697, 850

Glass-Steagall Act, 208, 379~380, 404,
412, 423, 427, 420~430, 683, 688690,
695, 698, 815
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Tency, 570-571

Gold, and acceptances, 796797

and Bank rate, 33-34, 78, 354, 368369,

. 437, 486487 )

circulation of, 353, 355-357, 429, 556,
659, 667, 766-768

coin, 347, 356

concentration of, 341-344, 346-347,
352, 361, 406

and credit expansion, 358-359, 361, 420

and devisen policy, 413, 415

economies of, 345-346, 350, 689

embargo on, 347, 351-352

hoarding of, 349, 352, 625, 629

Imports of, 25, 343-344, 351, 358-361,
369, 439, 640, 671, 674, 766—768

losses of, 368, 380, 625, 629, 642-644,
553-651, 672-674, 676677, 680, 766~
76

and note issue, 341, 343, 345, 372-373,.
376-378, 401, 403406, 400, 412, 430,
639, 768 ’

and open market operations, 146, 148,
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and prices, 364, 370, 684
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358-359, 424 )
and earning assets, 63, 167
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and offsetting operations, 24-25, 148,
165, 168, 344, 362-364, 368, 429
and reserve credit, 186-187
and world prices, 435

Gold Settlement Fund, 347, 359, 374, 452,
467, 552, 658, 663—664, 666-667, 672,
836

Gold standard, 358’ 360) 365_367; 419—
420, 834-835

Goldsborough Bill, 683684, 697
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Government securities, and’ Federal Re-
serve Board, 148-150
- and note issue, 688-689, 698

preferential rates on, 6, 39, 41-42, 113~
114, 117, 797 V

purchases of, 145, 148, 150, 152, 723-
728, 734, 738, 740, 742-743, 747, 749,
752, 756

and rediscounting, 42, 302

Hamlin, C. S., on acceptances, 321 n
on moral suasion, 210
on note issue, 29, 40I-402
on rate dispute, 75, 130-131, 137
reserves, 376
Harding, W. P. G., on acceptances, 281~
+ 282, 310
. on accommodation, 93, 234—236
on check collection, 387-388
on continuous borrowers, 237
on eligible paper, 275, 295, 303-304
on fifteen-day notes, 287, 292
on foreign exchange, 414—415
on gold, 346, 351
on inter-reserve bank borrowing, 328 n,
332
on member-bank investments, 1or-102
on moral suasion, 43, 202, 205, 212, 224
on note issue, 405
on open market operations, 163
on rates, 42, 44, 48-49, 53, 55, 70-72,
10§, 116117, 122, 127, 134-135, 138
Hardéy, C. 0., 370-37x, 489-490, 507, 600,
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Harrison, G. L., 47 0, 75, 277, 294, 3211,
. 374375, 391, 623624, 685, 692
Hawtrey, R. G., 507, 569 n, 6oo-6o1, 684,
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Inflation, and budget, 835-836
and foreign bills, 415, 418
and gold policy, 352, 361, 365, 370
Iatent, 481, 491
and 1917 amendments, 344-346, 407
and note issue, 398-399, 409
primary and secondary, 344
and reserve evasion, 304
Inter-district borrowing, and Bank rate,
0, 132, 247-248. See Correspondent
relationships

Jay, P., 47, 691, 83, 87, 101, T09, 146,
151, 160, 162, 399—400
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Kansas City Reserve Bank, 41, 43, 04,
203-204, 329-330, 634, 662, 707, 709,
711
Kemmerer, E. W., 826 '
Kent, F. I, 351, 380 n
Kenzel, E. R, 317
Keynes, J. M., on cash, 344
on deposits, 460461, 561, 507—603,
607608, 610-611 :
on earning assets, 62-63
on gold, 395396, 415
on open market operations, 13 n, 192~
195
on prices, 684
on public works, 618 n
on rates, 4-5, 24, 371, 55, 6162
on short-term indebtedness, 416 n, 439,
483
on Treasury expenditures, 851

Liquidation, 253, 263-264, 456, 523, 540~

541, 548, 557-558, 627-628, 665, 667

in 1930-32, 62, 206, 464, 466-467, 497,
629-631, 640, 645649, 652653, 670~
673, 675-676, 680681, 699—700, 703
704, 708, 712713, 826-828

Loans, on account of others, 439,.455-456,

461-462, 473, 488-491, 526, 537, 550~
551, 558-559, 570, 573574, 582, 584,
603, 610, 656-657, 692, 792793

all other, 450, 529

commercial, 652

and deposits, 500-501, 504, 523, 534~
535, 548-549, 606—607, 656

essential and non-essential, 232

inter-bank, 254-255, 332, 655656

open market, 648

otherwise secured and not secured, 647—
648, 652

real estate, 647-048, 652

by the R. F, C., 686-687

security, 443, 450451, 454455, 457, .
494495, 501-504, 512, 523, 528-529,
5§31, 539-540, 543-547, 569-584, 6o1—
602, 605606, 609610, 647648, 650~
651, 656-657, 669, 692, 705

temporary, 26z, 265, 277

Market rates, reserve bank influence on,
10-11, 44, 43, 50, 60, 69, 8o, Y04—107,
170, 262, 264, 317, 323, 325-326, 447,
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451, 472, 476_4771 505, 519—5202 528
529, 543, 639641, 757
and speculation, 443, 448, 463-464,

488-489, 503—504, 506, 508, 526-527;

533, 537538, 584, 627
Martin, W. McC., 235, 308
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and liquidation, 466-467, 497, 557558,
680, 708
and moral suasion, 16, 223, 45T, 496
and prices, 630
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and speculation, 442-443, 448, 451, 461,
488, 499, 501-504, 506, 508, 529, 533,

543-547, 570-575, 583-584, 506-597, |
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and trade, 499

volume of, 501

Member-bank mdebtedness, control of,

11-12, 61~62, 6768, 156, 164, !66,
206, 227, 263, 335

and customers’ rates, 263

and deposits, 18~19, 256-258, 260—261,
568, 783

distribution_ of, 173, 245 )

and expansion, 15, 534, 546-547, 622

and investments, 117, 188, 261, 263—
264, 440-441, 494—496

and market rates, 14, 61, 66-67, 170,

261—262, 264, 422, 473, 488489, 493, |

537-538, 551, 627

and moral suasion, 541-543

and open market operations, 6x—62,
g!g—sn, 513, 520~521, 619, 679, 707,

2
and progressive rates, 121~122
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and deposits, 264, 523-526, 534~535,

548-549, 568, 645, 647, 651, 662, 675,
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and insolvency, 296, 826 N
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52, 318-319, 322, 327, 648, 651, 757
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profit, 261, 265; from reserve banks,
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deposit rates of, 55-56
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648, 697
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security loans of, 443, 451, 455-457,
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462, 466, 494-495, 501-504, 528-529,
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and discount policy, 202, 206, 210, 505
during the War, zox
and eligibility rulings, 221, 271, 275,
305, 309-310
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657, 662, 781
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336, 632
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and dollar exchange, 415-416
and eligible paper, 274, 205
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on foreign agencies, 419
and free gold, 378, 761, 764-766
gold policy of, 356
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and repurchase agreements, 290
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668, 678, 709, 846
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245, 449, 491, 493494, 587588, 653,
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borrowing of, 222, 246, 248-249
and deposits, 565, 647
influence of, on System, 245, 249, 254
and liquidation, 466, 497, 646-647
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571-573, 577, 581-584, 588
Norris, G. W., 47, 85, 332
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672, 708, 844-845
and gold cover, 341, 343, 345, 373, 376,
405-406, 430, 768, 770
and Government securities, 683689,
698
by national banks, 353, 407-410, 412,
698, 702~703
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and prices, 399

redemption of, 351, 353, 377, 39%

regulations on, 345, 381, 397, 834

reserves against, 345-346, 372-373,376~
377, 663, 770

tax o, 136-137, 397, 400401

Open market-indebtedness doctrine, 14,

62, 169-170, 472

Open market investment committee, 150~

152, 169, 334, 519, 615, 693

Open market operations, and acceptances,
319-321, 336, 710

and Bank rate, 155, 632, 634635

and Banking Act of 1932, 693

and bond market, 616-617, 631
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and control, 146, 154, 156, 172, I19T-192,
697698

and deposits, 450, 511, 525, 534-535,
563, 568, 783

and eaming assets, 164, 169, 367, 423
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509, 5321, 624-62 , 627, 661, 672673,
680681

and liquidation, 699700, 702, 712, 826—
828, 840850

and market rates, 447, 472
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189190, 516, 706~707

and member-bank indebtedness, 61,
156, 163-366, 170, 172, 178, 181-183,
188, 262, 463, §10-511, 627, 679

and rediscounts, 160-163, 170-171,
224—177, 424425, 444, 447, ST, 660~
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and speculation, 158, 628, 650

Open market policy conference, 154

Organization committee, 39, 85, 146, 221,
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Owen, R. L., 55, 69

Penalty rate, abandonment of, 44, 46, 57
and acceptances, 38-39, 50, §8-59, 119
and accommodation, 40

and attitude of Board, 41-43, 46, 48
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definition of, 3~4, 40-51, 119

and diversity of rates, 4, 5051
enforcement of, 45
in England, 6-7, 36, 20
and Government securities, 42
history of, g-10, 3648, 421
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misunderstood, 56
and rediscount for profit, 5, 7, 57
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and uniformity of rates, 52, 118
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Perrin, J., 45, 68, 73, 87, 94
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Platt, E., 50, 53, 384, 403
Preferential rates, disapproval of, 42, ST,
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on fifteen-day notes, 118, 288
on Government securities, 6, 39, 4742,
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Prices, and currency, 399
decline of, 619, 630, 684—685, 687
and gold, 364, 370, 684
stabilization of, 79-80, 86-89, 683685
Primary expansion, 361-363, 367
Progressive rates, 73, 122-123, 126, 132,
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631, 678, 680, 686-688, 603696, 701~
702, 713, 825, 828-831, 849

Rediscount rate, see Bank rate

Rediscounting for profit, 7, 42, 5152, 55~
56, 208 '

Rediscounts, and acceptances, 12, 20, 50,
286, 317-318, 326, 428, 753

and balances, 14-15, 58, 451, 515-516;
548, 627, 664

and commercial paper, 5, 300

and correspondent relations, 260

decline of, 253, 448, 533, 558, 620-621,
660661, 677678, 706708

and eligibility rulings, 269, 304, 427, 696

and free gold, 378380, 382, 429, 689

increase in, 404, 543, 629, 631, 673, 676,
710

interdistrict, 127, 328-330, 333, 467

and loss of deposits, 18, 257, 265, 445,
s11,782-783

and market rates, §37-538
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and memben—bank credit, s1-52, 295,
424-425, 630
movements of, 546-547, 549, 659, 723
728, 730-731, 7138, 745, 747, 752,783
and note issue, 400, 4q2,'690
and progressive rates, 122, 132
and security collateral, 271, 275, 697
and shifting the burden, 58, 132, 447,
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