
PERSONS·IN·THE·FOREGROUND 

HOW THE FEDERAL RESERVE BANK WAS EVOLVED BY 

FIVE MEN ON JEKYL ISLAND 

I
T is a story that reads like the open

ing in a shilling shocker. It is told 
by B. C. Forbes in Leslie's Weekly, 
who, while admitting that "some of 
the .details may not be stated with 

exactitude," assures us that the "main 
outline" is "correct beyond question." 
It is a story, he also assures us, that 
has never been told before. 

J ekyl Island is an unimportant geo
graphical entity off the coast of 
Georgia. The men of this tale were 
Paul M. Warburg, Henry P. Davison 
and Frank Vanderlip, bankers of New 
York City. The best part of the story, 
from a dramatic point of view, is the 
way in which they, together with A. 
Piatt Andrew, assistant treasurer. of 
the United States, were smuggled into 
Jekyl Island by Senator Nelson A. 
Aldrich, who may be said to be the Be
lasco of this drama. Says Mr. Forbes: 

"Picture a party of the nation's greatest 
bankers stealing out of New York on a 
private railroad car under cover of dark
ness, stealthily hieing hundreds of miles 
South, embarking on a mysterious launch, 
sneaking on to an island deserted by all 
but a few servants, living there a full 
week under such rigid secrecy that the 
name of not one of them was once 
mentioned lest the servitors learn their 
identity and disclose to the world this 
strangest, most secret episode in the his
tory of American finance. 

"I am not' romancing. I am giving to 
the world, for the first time, the real 
story of how the famous Aldrich currency 
report, the foundation of our new cur
rency system, was written." 

The Aldrich Commission had made 
its tour of Europe collecting informa
tion which, in its printed form, fills sev
eral five-foot shelves. We have had 
it all in our editorial sanctum and we 
will wager a cocoanut to a peanut that 
there are not ten men in the world who 
ever waded clear through all the docu
ments. But a report for Congress had 
to be evolved out of it all and the coun
try was looking to Senator Aldrich to 
produce the report. Senator Aldrich 
was not feeling very well, and when he 
considered that mass of material he 
felt worse. So what he did was to is
sue a very confidential invitation to the 
four men already named to accompany 
him on an undisclosed trip. 

"The utmost secrecy was enjoined u\lon 
all. The public must not glean a hint of 
what was to be done. Senator Aldrich 
notified each one to go quietly into a 
private car which the railroad had re-

ceived orders to draw up at an unfre
quented platform. Drawn blinds balked 
any peering eyes that might be around. 
Off the party set. New York's ubiquitous 
reporters had been foiled. So far so 
good. After bowling along the railroad 
hour after hour, into Southern country, 
the order was given to prepare to disem
bark. 

"Stepping from the car when the sta
tion had been well cleared of travelers, 
the members of the expedition embarked 
in a small boat. Silence reigned, for the 
boat-men must not find out how distin
guished were their passengers. 

"In due time they drew up at another 
deserted pier. They were at J ekyl Island, 
off Georgia. The island was entirely un
peopled save for half a dozen servants. 

"'The servants must under no circum
stances learn who we are,' cautioned Sen
ator Aldrich. 

"'What can we do to fool them?' asked 
another member of the group. The pro!}
lem was discussed. 

.. 'I have it,' cried one. 'Let's all call 
each other by our first names. Don't 
ever let us mention our last names.' 

"It was so agreed. 
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FOR A WEEK, HE WAS K:-IOWN SIMPLY 
AS PAUL 

His last name is Warburg; but on Jeky\ Island 
Ja..c;t names were not pronounced lest some one 
learn who he and his associates were. They had 
a big piece of work to do-namely. to construct 
a new banking system for tbe United States. 

"The mgnified, veteran Senator Al
drich. king of Rhode Island and a power 
second to none in the United States 
Senate, became just 'Nelson'; Henry P. 
Davison, everywhere recognized among 
the ablest international bankers America 
has ever produced, forthwith became 
'Harry'; the president of the nation's 
largest bank became 'Frank,' and the 
quiet, scholarly member of the powerful 
international banking firm of Kuhn, Loeb 
& Co. became ·Paul.' 
. "Nelson had meanwltile confided to 
Harry, Frank, Paul and Piatt that he 
was to keep them locked up on Jekyl 
Island, cut off from the rest of the world, 
until they had evolved and compiled a 

scientific currency system for the United 
States, a systerp that would embody all 
that was best in Europe, yet so modeled 
that it could serve a country measuring 
thousands where European countries 
measured only hundreds of miles." 

That was. how the report of the Al
drich Commission was drafted. It was 
never adopted, as we all know: but out 
of it evolved the Federal Reserve sys
tem which was adopted. There were 
important changes in the way of dis
tributing the power to be vested in the 
new system. It was Secretary Mc
Adoo, we think, who said a few weeks 
ago that while the body of the Aldrich 
system was kept it was given a new 
soul. But it seems fairly accurate to 
say that the real birth of the present 
Federal Reserve system took place 
there on Jekyl Island in the confer
ences of Nelson, Paul, Frank and 
Harry. 

Warburg is the link that binds the 
Aldrich system and the present system 
together. His was probably the most 
constructive mind in the Jekyl Island 
group, and he is considered the ablest 
financial student in the' Federal Re
serve Board. He more than any other 
one man has made the system possible 
as a working reality. Here is what he 
wrote about our banking system in 
1907: "The United States is at about 
the same point that had been reached 
by Europe at the time of the Medicis. 
We have been shown bricks of the time 
of Hammurabi, the Babylonian mon
arch. evidencing the sale of a crop and 

, similar transacti&ns, and I am inclined 
to believe that it was as easy to transfer 
the ownership of these bricks from one 
person to another as it is to-day for 
an American bank to realize upon its 
discounted paper, if indeed it was not 
easier." 



NEW PREMIER OF JAPAN AND HIS PLEASANT LITTLE WAYS 

.It has cost Warburg something to 
devote himself to the construction and 
operation of the new system. He had 
a princely income as an active banker 
-Mr. Forbes puts it at $5°o,ooo-and 
he gets a salary now for all his time 
of but $17,500. But the monetary cost 
was not the hardest one for him. Says 
Mr. Forbes: 

"Naturally shy, averse to appearing in 

public or in the public prints, unable then 
to speak idiomatic English with perfect 
freedom and without 'an accent, an alien 
not naturalized, he shrank from coming 
forward. He had to be pushed to the 
front by friends who realized the value, 
the practicability and the timeliness of his 
proposed reforms. Only the conscious
ness that the country was sitting pre
cariously on a monetary volcano and 
direly needed to be aroused to its dan
ger impelled him to cast aside all per-

sonal considerations and do what he con
sidered an uncongenial but imperative 
public duty." 

. 

Mr. Warburg has had to resign all 
directorships and partnerships bere and 
abroad, and to give up the career he 
had been educated for from a child. 
He is a German-American, but the sort 
of one that makes the hyphen look like 
a badge of honor. 

TERAUCHI OF JAPAN: THE PRIZE GROUCH 

OF THE WORLD 

I
F Viscount Terauchi, the new prime 

minister of Japan, is not the great
est grouch in the world to-day, then 
the pen-portraits that are drawn of 
him and the stories told of him are 

wonderful creations of the imagination. 
Nothing and nobody apparently can en
tice him into speaking a kind word, 
smiling graciously or even listening 
courteously. As these pictures of the 
grim old warrior and statesman come 
chiefly from the press, and as he has no 
use for editors or reporters, it is more 
than likely that the pictures we get are 
overdr3wn and overcolored, As they 
stand, however, they certainly present 
the most ill-tempered snarleyow of a 

man ever seen since the year One. 
An anecdote of his Korean days is 

regarded by the French press as char
acteristic. A brave young clansman 
assured the veteran that his followers, 
ready for the front, would die for their 
country. Did he beam upon this patri
otic enthusiast? He did not. "They 
will die for their country when they 
are bidden," snapped Terauchi, "not 
before." The grouchiness for which 
he is so famous conveys itself in a sur
prising variety of ways. If he be asked 
the simplest question, he will screw his 
sallow countenance into a frown and 
stare. When acting as despot in Ko
rea he was interrupted at his desk by 
an orderly who announced that the 
barracks were afire. Terauchi frowned. 
The message was repeated. Terauchi 
frowned again. The orderly thought 
he was not understood and, after wait
ting respectfully, repeated his state
ment. "You've told me that three 
times," said the Governor-General. 
"I'm not deaf." When informed that 
a patriotic crowd wept the loss of 
Korean independence outside the gates 
of Seoul he offered to contribute a tray 
to catch their tears in. This was the pe
riod when the General was in the bad 
books of The North China Daily News, 
the Tokyo Asahi and other organs he 
professed to despise. He never had a 
friend in the press of any country, 
least of all his own. Blunt and uncivil 
in speech, prone to adopt the manner 
of a superior to an inferior, he is not 
liked by the Japanese, to say nothing 
of Europeans, who rarely say a good 

word for him. His grimness and his 
ungracious silence at periods that sug
gest to others cordial expansion are 
ascribed by those who know him to the 
after - effects of wounds· received by 
him on various fields. His right arm 
still occasions trouble and it remains 
deformed owing to lack of skill in an 
army surgeon. He was injured. seri
ously when a mere lad and his scar 
troubles him in bad weather. Nothing 
will induce him �o take treatment or to 
submit to surgery of any kind. He 
deems the modern physician a humbug. 

Tokyo newspapers of the popular 
sort, like the Mainichi, cordially recip
rocate his dislike, not to say distrust. 
To the Yoros" Choho, for example, he 
has long been "too despotic," too fond 
of his own opinion, while the Chuo 
suggests that he is animated by the 
spirit of his fierce ancestral clansmen 
among the Choshu, who were always 
stirring up feuds, marching on the 
royal palace and organizing conspiracy. 
European students of this stern char
acter seem to agree that he is Japanese 
in a very atavistic sense, General Sir 
Ian Hamilton adding that in General 
Terauchi's face is to be seen one of 
the most perfect types of a Nippon. It 
is uniformly grim, unbending, notes a 

French daily, for in Paris the' Prime 
Minister is remembered as an attache 
at the Japanese legation there. He 
was furiously patriotic in those days, 
disdaining the luxuries of western 
civilization, tolerating not even a chair 
in his room, and squatting on the floor 
to read. It was highly characteristic 
of him to use French in a snappy, sen
tentious way. The language lost all its 
politeness on his lips. He extends this 
dislike of everything foreign to English 
as well. He is, for all that, an excellent 
linguist. He has made it a practice to 
study every tongue which has a great 
military literature. The military sci
ence is his passion. The fact is re
flected in the clocklike regularity of all 
his habits. He eats, sleeps, walks and 
even talks according to rule. 

The peculiarities of his, demeanor 
render personal intercourse with Te
rauchi difficult, quite apart from his 
uncourteous tone. He fidgets all the 
time, being constitutionally incapahle 

of keeping still. When he opens his 
grim lips to snap a word or two fbrth 
in a guttural voice, he throws one of 
his hands upward or he stamps a foot. 
If the conversation be prolonged, he 
comes out from behind the desk on 
which he has been perched and begins to 
pace around and around, listening. It is 
useless to take a chair in his presence. 
He keeps a visitor on the run, his quick 
occasional word being inaudible at a 

distance. Whenever the moment seems 
to him appropriate he will race madly 
into another room, this being hi� hint 
that the interview has closed. The 
members of his staff must altjust. them
selves to these peculiarities. He rarely 
accords the most important of them a 

lengthy interview. The task of seeing 
him is one of the most difficult in the 
world. Journalists he loathes. For
eigners are his bugbears. In his Ko
rean days he told a visitor that he never 
read newspapers-he qJerely suppressed 
them. The only persons who received 
consideration at his hands were the' 
members of the Choshu clan. He re
vels in .the traditional glories of his 
military caste. 

The grimness of the Prime Minister, 
as thus revealed in foreign journals, is 
no more remarkable than his capacity. 
The Paris Figaro has the weight of 
opinion on its side when i� pronounces 
him the ablest living Japanese. His 
organizing genius found scope origi
nally in the war with China. He sum
marily shot all contractors whose 
vouchers were irregular. He has suf
fered all his life from a nervous ex
citability which makes sleep difficult to 
him; but the malady was of service in 
those days. As he gets along with 
little sleep, he subsists also on very 
littlt food. The army life is thus tolera
ble to one of his amazing physical en
durance. He is past sixty and his small 
frame endures easily the weight of the 
heaviest fatigue uniform. When he 
was placed at the head of the military 
academy he remorselessly weeded out 
every student who could not run a 
long distance at top speed with rifle, 
knapsack and the paraphernalia of war 
at its worst. On the headquarters staff 
he refused to advance the unfit, �PlY
in-r standards, of ri� �� with 
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