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CLEVEL.AlID--A CITY T:IAT W ~ WP.ECKED 
What Bankers and Financial Jugglers Did to Our Ci ty 

BY 

Baubi A ba Hillel Silver 
At The Temple, Sunday, 

Novemoer 12, 1933. 



As a rule, my fri nds, w are inclined to attribute our 

depression to imoersonal C8Uses -- over- )roduction, under-con umption, 

shrinkage of the mrrket, f rozen credit, the bold standard, uncollectable 

de~ts -- impersonal causes. d the more e dwell on these real or 

imaginary cases this depression, tne more prone are we t o over look 

the hman eleffi nt involved in the situation. 

a world- ide economic depression, is of c u.rse, c used by world-

wide economic f cturs. ut the reason for the denth of th deoression, 

the reason for the degree of its severity in each country and in each 

locality Vories and must be sought for i the conditions orevailing in 

that country or in that locality -- int e distinct ve lege1 or insti-

tutional setup and in the Practices of the 

situation in each place. 

n ho control the financial 

Thus, for example, if there w re no bank failures in England 

or in Canada all through this deures sion, while thou and of banks 

lar e an ~ small crashed in our own country, we cannvt rightly ascribe 

the f ilure of these banks entirely or largely, if at all, to the 

deoression. 

In the same way we should ask ourselves why certain b nks in 

the ·nited St tea failed hile oth rs survived the stonn. ,nen we 

thus pass rom the g rn~ral to the oarticular, we shall aoon discover 

that in almost every instance some kind of mi anagem nt, of bad banking 

practice, of greed or of callous indifference to the social trusts 



was in a 1 rge m asure responsible for the collapse of the financial 

institution. We shall also discover that in almost every instance of 

a oank failure, collusion bet ecn oank executives and a relatively few 

o ig busine semen, financiers, manipule.tors and s oeculators was responsible 

for the undermining of the solvency of those banks. 

How much this nersonal equation can be a factor in the financial 

setup was bro1J€ht home to us recently in Cleveland in the vast investi

g tions in some of the banks. Nearly fifty percent of of the banking 

facilities and son.e three million dollars were involved in these closed 

banks. Cleveland s tands out in the country as one of the few cities 

where the financial structure broke down most isastrously. 

The startling disclosures which were rought to li6 ht by the 

investigation which is going on, how the int r est of the depositors 

were consistently sacrificed to r>ersonal greed, t he manner in which 

responsible heads of these financial institutions exoloited their trusts 

and their knowledge, the miserable subterfuges to which they resorted 

to in order to mislead the nublic, the fine fingerurint of finesse 

which they frequently displayed while keeping within the letter of 

the law, while a.t the same time they suecul , ted with other t:>eoule 1 s 

money -- all these accumul ted evidences of financial debauchery 

_ have left a strench in the n.ostrils of our people. 

And these acts of civic betrayal -- for they were that --

these acts of ci vie betrayal were performed by leaders of the co . .:ru.ni ty, 

not by nondescript individuals. They were nerformed by so called 

public spirited citizens, men prominent in our social and Philenthrooic 

life, en staid and respected, church goillG en. 
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Is t. ere any won er then why oeople ve lost confidence not 

merely in the financial institutions but int~ entire civic leadership 

of our Peoplet ne people who trusted in these men have b en hoodwinked 

and victimized by the shocking duplicity of men who h ve been models 

of civic virtue in public and cheats, grafters and chisel rs in nriv~ te. 

This in ict~ .nt cannot of course in justice b made to cover 

all bankers and all public leaders of this city and it ls not so 

intended. 11'hE1e are b s th t pe formed and a re oerforming in our 

city their large economic f unctions, hon s tl and intelligently. ey 

h ve merited and they do now m rit the full confidence of the oeonle . 

There are businessmen in this co . . unity and veryw re who would never 

and ave . never atterupted t amass re t fortunes through financial 

jll6gling with other o eonle 1 s money and an e f rt to exoose t he malefactors 

is the greatest possible service hich can be rend red to the hon st 

men and the honest institutions. For that which destroys nublic confidence 

is not a criticism of vil but the oero tr~tion of evil. 

It is c l ar to anyone ho has followe the r ecent investi~~tion 

closely that the cl sed banks need not nave closed at all in soite of 

the deoression if t e en ch rged with their inistrb1ion had epulied 

t emselved to the legitim te business of man ing their oanks and had 

zealously s e5 'rded the int rests of their depositors - in other 

words, if they d b en b ers instead of a.oney shar s. 

It is eq lly cle that a few financial Jugglers in t he city 

practically wr eked the two gr atest banking institutions h r e; and 

th t if th he ds of t h e institutions had been as eager to Protect 

their oepositora and their tock-hol ers s they were to further the 
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preposterous schemes of a ew wizards of inance, banks wou.l be onen 

to • 

The story of th se two • ntle~en, t sec ntains of finance 

who helped to wreck the hanks, ought to be ritten down in b ok form and 

pre erved for future generations. It is an excellent record and testament 

of the amazing business era which has now oo me to a close. 

There was a time hen these to entlemen brothers were regarded 

as a sort of sacred cow which c uld not be criticized. The nu~lic and 

t ' e ,ress j ined in one great hallelujah tot se great builders of 

Cleveland. 

There were a few, hu ever, butt eir voices wer not hear ened to 

there were few peool who oronhecied y ars ~o that Cleveland would 

wake up one day with a terrific V werillE:,en h adachee It as clear to 

any c ul observer of tne economic trend in the life of the co.rtnuni ty 

that the great d costly buildin5 oroject th semen were developing 

on the blic Square was unnecessary and therefore an economic w ste for 

which the people h re and elsewhere would sorue dar have to pay. 

The growth o the city, its industrial expansion did not warrant 

that buildiilc:; project. The city needed new nion eoot, nothi more. 

Te Van Sweri ~ens did not only give the city a new Union Deoot 

with only three railroads running into it -- but they gave the city 

much more than it needed. s a r ult the no al develo'Om nt of th city --

the no al exoansion radiati~away fro the public square was interrupted. 
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~.eal estate values in other parts of t he city were de£troyed. Office 

buildings on Euclid venue were de-pleted to fi ll the ~ew office buildings 

in the terminal area thereby destroying t h e ve.lue of these buildings. 

The Terminal project which cost ninety-three million dollars is now a 

white elephant and the taJC delinquency of that group of buildings alone 

annually amounts to some seven hundred thousand dollars. 

The first large sea.le enterprise of these two gentlemen was 

real estate. Vast tracts of fann lands between Sh~rer Heights and 

Chagrin River were parcelled out into suburbc!n lots far beyond the 

needs of the metropolitan -population. The developm nt of th~t f·nn 

land fol lowed . Roads, sewers ?Jlri. watermains had t o be built. These 

improveme nts were oaid for in -part b v the company and in part by -public 

fur.i <l s. Part of the public funds thu s expended were of course assessed 

against t he property and t he taxes were oai d by the oeople to cover 

interes t and amortizations on these oroperties. There is today an 

accumuJ.a ted tax deficit of nearly th ree milli n do llars. 

If your county ha.a n ot t h e wherewithal to pay its employees 

and t eachers, you will underst~nd at least a uart of the reason for 

the cause of the aeficit. 

These same gentlemen t hen proceeded to acquire control of the 

Cleveland Street Railway Co. This w&s done in order to bolster uo 

their pid Transit which \i as oper-- ting at a great loss in order 

to focuss transit ooer tions so as to benefit t heir Terminal and 

Shaker Heights properties. The Guardian Bank accomodated these gentlemen 
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with a million and a half in order to gain control of the CleTela.nd Railw~ 

Co. Today this stock of the Cleveland Railway Co. which bas a gum-anteed 

six percent r turn is selling between thirty-six and forty. The city has 

a less er ficient system. The Btock-holders a e the poorer for this 

absorption of the Street Railway lines in the Van S erinden f i nancial 

octopus. 

These two ~entlemen are renowned throughout the land aa ouilders of 

a railwaJ empire. This soun,.s romantic to the .American ear. J'ew people 

stop to inquire about the financial manipulation, the terrible ~o~t which 

was paid not by the empire ouilders themselves but by those whose money 

was used thro~h bank loans to finance these vast oper~tions without their 

knowledge and without their consent.-whose monies ere endangered and wasted 

in these vast financial operations. 

The Van Sweringens be an their great railroad pyramid with the 

purchase from the New York Central of its holdings 1n the Nickle Plate 

for two million dollars. Did the Van Sweringens pay the two million c.o llara 

out of their own funds? Not at all! Anyuo , could do that. lmpire builders 

use other people's money. 

)[ere again the Guadian bank was the good angel. This is the way 

it was done. The Nickle Plate deposited two million dollar• of the 

company's money in the Guaro.ian -- not the Van Swerin-""en' s money. The 

Nickle Plate money was deposited in the Guaroian. The G ~r dian then 

loaned the Van Swerin ens two million dollars. The Van Sweringens took 

the two million dollars and purchased the boldinga of the New York Central 

in the Nickle Plate and that which they purchased was used as collateral 

for the two million dollar loan. In other word• the Van Strerinaena 
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purchased the ~tock of the railroad with the railroa 1s own money. That 

is empire building. 

Now if all these projects to which I have alluded had been carried 

on by these gentlemen with their own capital, we might qu.e ~tion the ocial 

utility of the project but no one would have the right to qu.e ~tion their 

ri~ht to do with their money whatever they wanted. But other people's 

monies were used - monies taken f rom the coffers of t he banks, monies 

deposited, the savings and earnings of hundreds of thou ands of people. 

When t .1e Union Trus t Company closed its doors, the Van Swar ingen 

inter ests owed that concern over ten million dollars -- the people's 

money. What the collateral is worth, I leave to your imagi a tion. 

But this is significant. At one time ·fou.r and one-half mi l lion 

dol lars worth 01· good col lateral posted agains t this loan by the Van 

Sweringens wa s with0r awn from the Union Trust Co. with the consent of its 

· officers and sent to the J.P . . organ Co. of New York. In pla~e of the 

four and one-half million dollars of co lateral they subs t ituted collateral 

worth three hundred and ei Jhty million dollars. In Novemoer, 1929, the 

Vanesa Company, a V:m ~weringen organizat ion borrowed nine millio~ do l lars. 

Four Cleve l and banks p r ticipated -- T'ne Un i on Trust Co., two million do l lars 

and the Guardian, two and one-half million dollars. The collateral posted, 

at least with the Union, had absolutely no market value, consisting almost 

entirely of stock of the Van Swer i ngen•s own companies. In other words, 

good money w: a taken from the oanks and paper was substituted for it. 

I single out thee two gentlemen, not because I have any narticul r animos i ty 

toward them. I don't know them. Though I believe th~t they wer e largely 

re sponsible for wn t happened in our cori munity. th-are are other people 

who helped. 
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There was a gentlemen by the name of Kenyon V. Painter, one of tbe 

directors and the largest btock-hol -er of the Union. This gentleman was 

able to borrow four and a quarter million do ~lara from that bank, three 

of' which are not yet paid. An it was orought out by the investigation 

that bank appraisers had boosted the value of his collateral in some instances 

eight hundred percent in order to make po bsible a new loan. In one in tance 

it was urought o t th«.1. t he was allowed to draw out one-half million dollars 

without any p~ent on the loan. It was sugge ~ted that the loan w s made 

bf the bank to Mr. Painter for the purpose of enabling him to buy stock 

and thus to keep up the value of the s tock in the Union -- all with other 

people's mone -- not their own. 

r. Painter is today ba sking ih the sunshine of Italy just as Y.r. 

Insull is to r a.y basking in the sun of beautiful Greece. Rem.~rk· ble what a 

yearning these gentlemen get for the Old iforl d. I wo l d sugge s t 1.,h~t fr. 

Pa.inter not try any such stunts in .. ~ ssolini' s It,;)1 . 

It was a common practice for uire~tora and o 'ficera of oth of these 

banks to loan then~elves money out of the funds of the oanks. Thus the 

officers and directors of the Union Trust bo 1 rowed eight u three-quarter 

million dollars of which seven mi l lion is still unpaid. and the officers 

and the directors of the Guardian borrowed three millio dollars. any more 

mi _lions were loaned to corpora tions in which these officers and directors 

had sizaole financial inte eats. The Guar a.ian Bank, I unders and, was fond 

of indulging in a practice ot' deluding its depositors, a practice plpul'" rly 

.known as win ow dre sing. The purpose of this Ylindow dresa lng is naturally 

to show that the bank is in better financial condition th it really ia --
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to decrease bills payable and increase bills for deposit. Here is the way 

it is done. In 1931. for example , -- sometime in 1931. the Guardian borro ed 

seven million dollars from a credit corporation in ew York. T. ey of course 

sent colla teral to cover the loan. Aroun statement time the credit corporation 

was asked to for ard co lateral to so·1e bank in New York. The oank i turn 

was asked to pay the credit corporation seven milli n dollars. Instru tions 

were given to t he bank t hat in three or four d.a.1 a collateral was to be returned 

to the credit corporation and t he loan rein~t a ted. In t he .jean time, the 

Guardian issued a check to the bank for seven mi l lion dollars. ni1s was 

-etached. The check would be in transit or in clearance at the time the 

sta te, _ent was drawn up. so tna t in this public statement, the amount o1 the 

check -- seven million dollars was included int e deposit liaoilities of 

the ank, thereby increasing t he total .. eposits by seven mil l ion dollars. 

At the same time it was carried as a payment o ~ t he oank1 s liability. The 

deposits a&greg ted seven million dollars more tnan the actual epo ita and 

the liabilities seven million dollars less than they really were. That is 

real "chochma". That takes brains. .And on six different occasions the 

Guar cian inlulged in this deception, a deception which if pr cticed by 

the individual business man would send him t o t he enitentiary. 

Another practice which w s generously indu lged in was the f ollowin-· . 

As you kno , t here are two types of epositors; Qemand epositors, who 

can withdraw money from the oank without giving notice; and time depositors, 

who must give notice of in vention t J withuraw. A three percent reserve 

must be kept in t he Federal Bank against time money and a ten per ent 

reserve must be kept gainst ne 1and money. In order to delude the Federal 

Reserve, in order to c,epoeit only three per ~ent on all a.epoaita instead 
' . 
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of ten percent on all demand deposits. b-.nlca would request depositors to 

send the bank a letter stating that all their deposits were really time 

deposits, but actually the oank would promise their depositors to count their 

money as demand deposits. This letter might interest you. It was written 

by a Sr. Vice-Pre~iaent to one of the bank's depositors. 

"As you know, we have to keep a ten percent reserve in the Federal 

Bank against money which we have on demand and a three percent reaerYe 

against money which is called time money. 

"Some of our larger customers are cooperating with us so that we 

can count their deposits as time money and I am wondering if I can have 

an understanding of the same nature with you. 

"All I would ask you to do would be to write me a letter stating 

that the money held on deposit here bJ your company woul& not be drawn 

except upon a thirty day notice to us. 

"That letter we would use only in the event the Federal Reserve Bank 

asked us for evidence supporting our con t ention relative to time deposits. 

I want you to understand, however, that your money is subject check whenever 

you requ.ire, the same as uaual. 

"This may seem aver unusual request but the first time I see you 

I can explain more in detail. Of course, this letter is s~rictly confidential 

between you and me. 

I wiah I had the time to speak 0 1' another pernicious practice which 

helped to wreck the banks, the practice of affiliates. 1'he purpose of the 

af 'iliatea is to hide the operations of the bank and to show that the bank 
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ia more liquid than it really is. I unders t and that the Guardian bad t wenty

six affiliates. 

A word really ought to -oe said about the salaries of officers and 

directors of oanks. It is indicative, it shows a certain cynicism in the 

trust which men bad for them. The directors and officers voted themselves 

salaries. T'ne depositors did not vote the salaries. Now. the Governor of 

the Bank of Ellt~land -- which also is a pretty good financial institution -

gets an s=~nual salary of ten thousand dollars. The Governor of the Federal 

Reserve gets a salary of twelve thousand. The President of the United States, 

and all his "tzores" gets a salary of seventy.:.five thousand dollars annually. 

But J. Arthur House pul ls down the salary of one huno.red eight thousand dollars. 

That. of course, includes a ~arist~aa present and bonuses. He never forgot 

to give him elf a Christmaa present. !hink what this gentleman di for his 

depositors for one hundred eight thousand dollars and think what he might 

have done were he to get two hundred thousand dollars. 

Ohio is one of the few states in the Union which permits banks to 

invest in common stock. An examination of the portfolios of the closed 

banks shows that much of the stock is of a highlJ speculative nature not 

fit for invest< ent purposes and that many of the stock se~ ~ritiea in those 

portfolioa were in companies of which of ficers of these banks were financially 

nterested. Not only were the bankers them elvea culpaule. The State was 

culpable. The men chRrged with the inspection of the banks were culpable. 

The law provides that every oank in the stat should be examined twice 

annually. In citias which have a Clearing House A~sociation, the banks were 
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assessed and paid for the expense of the investig -tion which was to take 

place twice a year. But the la.st examination of the Gua ·dian took place in 

1923 and even the State Bank departments only examined this bank three times 

since 192s. 

Why do I recite these facts? I recite them as evidence of a total 

break down of business ethics on the part of many lenners of money. It ia 

evidenceof a moral aebacle to which much of our grave misfortune in the 

city must be placed. 

I make boLl to say that if our country finds it more difficult to 

get out of this depression than any other country, in spite of our great 

economic resources, the reason for that must be placed not to the impe.sonal 

depression but to the un ermining of the financial structure and our 

credit structure by these wizards of finance -- t e Insulls, ihe Eatons, 

the Wiggenses and hundreds like unto them who have brought the foundat ion 

of that structure down in ruins about them. 

It will take this country years to recover. It is a moral ankruptcy 

of the financial leaders quite as much as a world-wide depression in which 

we are now living. 

Ulti~ately, of course, these banking abuses will be corrected by the 

government. I a~ sure we will ha .e one uniform Federal Banking System instead 

of forty-nine -- forty-eight State and one ~atonal. Te Glass Bill has already 

adopted many necessary banking reforms. -But no system is rascal proof. 

This break down in in ethics and honor of people in high positions will stand 

as a blot on the record of our n~ ion. 
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Jut this is not my construction, only. It is the construction of men 

from within the an.king system. I should like to read ~ sentence or two from 

an article called "Wanted: Real Banking Ref orm." "But the l arge banks which 

got into dif ficulties and failed, or barely excaped fail~e, did so solely 

because of the kind of business they transacted. They delibera tel7 extended 

their activities eyonu the proper function of ommercial banking, not because 

they were driven to do so by the necessity of obtaining adequate earnings but 

beca~se of the inordinate greed of their managers f or prof its. They used the 

funds of their depositors for speculaiion. hether in the form of purchasing 

high-yield but low-grade sec'.ll'ities, or of making long-term loans ainst 

real estate mortgages or lending too freely to their own office~a and 

directors, or of tra: icking in stocks and bonds through their own securities 

affilia tes.• Our city ot" Cleveland had its full ose of all these practices. 

Hine illae lachrimae! Wherefore those tears? 
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WANTED: REAL BANKING REFORM 539 

the experience of this country in recent 
years (not to mention the experience 
of Canada) would indicate that a mini
mum capitalization of from $300,000 
to $500,000 would be desirable. This, 
of course, would necessitate the elimi
nation as independent units of from 85 
to 95 per cent of all the banks now 
operating in the United States, these 
smaller units being transformed into 
branches of larger institutions. 

A system composed only of large 
banks, however, will not of itself be 
sufficient to insure immunity from fail
ure. This is amply demonstrated by 
the record of failures in recent years 
among large institutions. The Con
gressman quoted above was well within 
his rights in implying that many of our 
large metropolitan banks have been 
badly managed; so badly managed in
deed, that in all probability many of 
those which have escaped failure 
would have succumbed had they been 
obliged to meet the conditions which 
the small crossroads banks have had to 
contend with. 

But the large banks which got into 
difficulties and failed, or barely escaped 
failure, did so solely because of the 
kind of business they transacted. They 
deliberately extended their activities 
beyond the proper function of com
mercial banking, not because they were 
driven to do so by the necessity of ob
taining adequate earnings but because 
of the inordinate greed of their man
agers for profits. They used the funds 
of their depositors for speculation, 
whether in the form of purchasing 
high-yield but low-grade securitie , or 
of making long-term loan against real 
estate mortgages or lending too freely 
to their own officers and directors, or 
of trafficking in stocks and bonds 
through their own securi tie affiliates. 

A second indispen able condition 
for a sound commercial banking 
tern, therefore, is that it function be 
rigorou ly defined and adhered to. In 

ther countries, notably Canada and 
England, this ha been largely attained 
through the operation of large banks 
over long periods in accordance with 
firmly established traditions. In thi 
country, however, no such traditions 
have been established. There are hon
orable exceptions scattered about here 
and there, not only in the large cities 
but in the smaller centers; but unques
tionably the overwhelming majority 
of our banks not only engage in every 
sort of business permitted by law but 
through their legislative lobbies are 
constantly endeavoring to have the re
strictions 0£ the law relaxed. 

Under such conditions the functions 
of our commercial banking system will 
have to be defined and enforced by 
law. Manifestly, moreover, it will 
have to be federal law and made ap
plicable to every commercial banking 
institution in the United State . Our 
experience with forty-eight separate 
State ystems, each competing in laxity 
with the national system, has made it 
clear beyond que tion that all com
mercial banking must be brought un
der federal control. For, quite apart 
from the fact that many of the States 
would undoubtedly continue to offer 
inducements for the operation of 
banks under their own law rather 
than tho e of the federal government, 
the commercial banking sy tern, with 
its responsibility for the tru tworthi
ness of our principal medium of ex
change, mu t be, above all other eco
nomic agencies, an in trument of the 
nation as a whole. 

IV 

A commercial bank should be de
fined by federal law as any institution 
which accept money from the public 
in the form of deposits. Other insti
tutions should not be allowed to accept 
depo its as such; nor should they be 
permitted to u e the word "bank" in a 
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corporate or firm name. Thus a bank 
should always be understood to mean 
a commercial bank. All deposits 
should be legally on the same basis, 
and subjected to reserve requirements 
in proportion to their actual rate of 
turnover rather than to any classifica
tion the banks might wish to make as 
to those which are payable on demand 
or after notice. The banks should be 
allowed to pay interest on deposits 
only to the extent nece sary to procure 
the funds needed for their legitimate 
operations, and the Federal Reserve 
Board should be ve ted with authority 
to impose limitations on the rate paid. 
(For reasons that will become clear 
later on, the Board should also be em
powered to limit the interest rate 
charged for loans.) 

The guiding principle of all bank
ing legislation should arise out of the 
fact that the banks are the custodians 
and the creators of deposit currency. 
Everything necessary for the proper 
performance of this function they 
should be permitted to do. Every
thing which would impair their effi
ciency or endanger their afety in this 
role should be prohibited. 

This means in practical application 
that they should operate as strictly 
commercial banks. Unfortunately, 
the word "commercial" as applied to 
banking cannot be rigorously defined. 
In a general way every banker knows 
what it means; that is, he knows that 
a commercial bank is an institution 
which accepts funds from the public in 
the form of deposits and invests those 
funds in short-term loans for commer
cial purposes. But over such ques
tions as exactly how long a short-term 
loan may be and precisely what kind of 
transactions are commercial there may 
be endless disagreement. The Federal 
Reserve Board has attempted to settle 
these questions by its definition of the 
requirements of paper eligible for re
discount-that i , the note and other 

credit instruments which may be 
turned over by member banks to the 
Federal Reserve Banks in exchange for 
cash. And its definition has been 
ha ed squarely upon the uitability of 
the paper in question a collateral for 
the issue of Federal Re erve notes, 
which for all practical purpo es are 
exactly the same as depo it currency. 

Most of the bankers of the United 
States apparently believe that they 
should be permitted to invest a portion 
of the funds entru ted to them in sc
curi ties, on the theory that these can 
always be readily sold for ca h and 
will, therefore, con titute what is called 
a " econdary reserve." But the sec
ondary re erve theory, so far as the 
banks of the United States are con
cerned, ha been thoroughly dis
credited during the past few years. 
When it has become necessary for 
banks to realize on their securitie , 
their precipitate action in trying to sell 
them in large volume has demoralized 
the mark t. Bank assets have thus 
suffered such severe declines in value 
that many institutions have been ren
dered insolvent and forced to close 
their doors. o doubt thi is to a con
siderable extent explained by the fact 
that their holdings have been made up 
of too large a proportion of low-grade 
or speculative securities. But abso
lutely all long-term securities are to 
some extent speculative. So al o, of 
course, are short-term commercial 
notes, but clearly the element of specu
lation here is much less than in the ca e 
of stocks and bonds. Consequently, 
in accordance with strict commercial 
banking principles, the banks should 
not be allowed to own as investments 
any long-term securities whatever. 

In this country an exception will no 
doubt have to be made in the case of 
government securities, so long as our 
national debt remains so large as it i 
and continues to increase. This will 
be nece ary in order to find a market 



IJ:r . .;.;.J . H. Johnston , 
c/o Henry L. Doherty & Comjany, 
New York City . 

Dear I • Johnston : 

~ • IL:SS ( CO?Y) 

October 26 , 1929 

s you know , vie ve to keep a ten per cent reserve in the i ederal Bank 
against money which 1e have on demand and a three per cent reserve 

gainst money which is called time money . 

ome of our larger customers are cooperating rith us so th~t ~e can count 
their deposits as time money a nd I am wondering if I can have an u.nl er
standing of the ma.me nature with you. 

11 I ,1ould ask you to do vould be to w·rite me a letter t ting that 
the money held on deposit here by Henry L. uoherty & CoCT ny or the 
'ities . ervice Uompany would not be dra,m except upon a thirty day 

notice to us . 

hat letter ie vould use only in the event the 1 ederal : eserve nk 
asked us 1or evidence ·upp0Ttin0 our contention relative to time de
posits . I ·.iant you to understand , however, th&.t your money is sub~ct 
check vhenever you require , the me as U£1. 

This mays eem a very unu u 1 request but the ---rst time I see you I 
can explain more in deta il . Oi course, tis letter is strictly con
fidential between you and me . 

HCR- 'T 

Very truly yours , 

(Signed) H •• ::t. 

enior Vice President . 
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