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b BEFORE THE

RESERVE BAFK ORGANIZATION COMMITTEE.

......................................... %
IN THE MATTER s
of s
THE DIVISION OF THE UNITED STATES -
FEDERAL RESERVE DISTRICTS AND THE :
LOCATION OF FEDERAL RESERVE CITIES $
THEREIN, $
e X

New York City, Chamber of Commerce,
January 5, 1913.

Before:=-

THE SECRETARY OF THE TREASURY,

THE SECRETARY OF AGRICULTURE,

Appearances:-
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2 G
The Secretary of the Treasury: The committee desires

" to express its appreciation of the courtesy of the Chambe

of Commerce in permitiing it to use these rooms for %‘hese
meetings.

The Fedeéral Reserve Act prcvides that an Organicét-
ion COmmittee-.ahall divide the country into not more than
twelve nor less tha eigh: reserve di's‘.ricte. These
meetings are designated. Lo elicvit all 1ﬁformat10n pqssible
to enable the;.comi:tee to arrive at as intelligent a
conclusion as‘possible as to waat the divisions should bve,
as %o ‘the number of distriots, and also as to thecities
which should be selected as the headquarters for the
reserve banks in the particular districts.

In proceeding with the task, it is the purpose of
the committee, in each one of the cities visited, to ask
_the representatives of the bankers and business men who
may attend, what their opinion is, not only with respect
to their particular city and as to the territory contig-
ucus to that city which should be placed in the district,

but also as to what is ther best judcment as to the number

of districts into which the country as a whole should be 6
divided, and as to what is the best division of the

country as to those districts. Tt is not, of course, the
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purpose of tle committee, and the Act so provides, to be
governed by state lines. Manifesily it would not be
possible to adnere siricily to state lines in dealing with
a problem of this character.

This question has %o be approached in a very broad
and patriotic spirit. Tt is not one which concerns only
the local cormunities where the headguarters bans may be;
it is a verr large and important economic problem; and the
committ ee is very anxious that it shall be dealt with in
that spirit, and that purely local considerations will rot
be allowed o bias the judgment of the witnesces. of
course, we all understand the very natural local pride
which every community has and which prompts it to use
every legitimate endeavor to secure one of the headguarters
of these banks, but when you take into consideration that
no matter where the headjquarters bank is %0 be, there will
be branch banks established in all imporiant cities of the
district, and facilities will be extended to every part
of the district, for that reason the headquarters is not of
such supreme importance as some peop:. . are inclined %o
believe. When the syctem is fully organized and ‘he

branches are established in all the important localities,
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4
the facilities ofnthe system will, of course, be readily
accessible to all parts of the district. T do not mean

by tiat to say that the headquarters itself is not a matter
of very great importance; it is a matter of the greatest
importance. The committee wants all the ligh® it can get
from bankers and business men and others interested, and it
ifs for thatl reason that we have detemined %o have these
hearings throughout the country.

In order that gentlenen who wish to testify here may
not be kept too long from their places of dusiness, as we
¥now how tusy people are, in New Yerk City particularly,
we will arrange as far as practicable for definite hours at
which the witnesses may attend. Ard T may ssy further
that the hearings of the committee are entirely public and
we should be glad %o hear from anrybody who is 1n’.ereated‘
and who‘wi shes 0 come here to testify; of course, we mean
within the limits of the time which the committee is able
to allot *these communities.

Mr. Secretary Houston, have you anything you would
like %o state? |

The éecretary of Agriculture: Yo, T ‘.hink not, exXcept é

to ask whether at this time there are those here who may
want %o testify, so we could arrange a time for them.
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The Secretary of the Treasury: Gentlemen here who ray
want to testify, nay arrange with Nr. Elliott, Secrstary of
the Coumittee pro ten, for a d2finite hcur in which they

can be heard, if thay prefer to do that.

Now, Kr. Hine, will you be go~d enough to give us ycur
views ag to the desirability of having a Reserve Eank in
the State of New York, and s to what territory contiguous
to thie City you think ocught to be ermbraced in the District,
upon the assunpticn first, that there are to be a minimum of
say eight Reserve Eanks in the country, and then again on
the assuzption that there right be & larger number, up to
the maximur of twelve. I will eiate the cuestion gener-
ally, and vou may deel with it ae you think best.

STATEMENT OF FRANCIS L. FINE.

I will sinply say that the fect that Naw York is the great
noney_market and comrercial metrorolie of the Vestern
world, constitutes in itself a sufficient reason why a
Reserve Bank shculd be located here. I do not know
that there is anything I can add to that etatement. A&As
to the territory which should be included in this Reeserve
District, the extent cf the territory, seems tc me,
should be somewhat conrensurate with the irportance of

New York &s a2 roney market, FHowever, the New bill having

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



ga2-Con
dgtgrnineq the minimun nurber as well as the maximum,
’Q in case of the establishment of a bank in Boston, it
i seenied to ums, offhand; . that this districf might in-
clude New York Stats and Connscticut, and assuming that
there is also to be a Eesarve Bank in Philadelphia, I
would say the State of New Jersey down to a line

across tha State, say parallsl with Trenton. ¥r.

Sherer, how does that agree? Mr. Sherer is Manager

of’ the Clzaring House, and I would like to askrhim if
that agrees with his view. I am hers in rather a
dual capacity, as President of the Clearing House and
also Presidant of the F1¥st'Natiéna1 Bank. Do you agree
with that, Mr. Sherer? i '

Mr, William Sherer: Yes, entirely.
» The Secretary of ths Treasury: Is that an assunption,
Mr. Hine, that there would be eight Reserve Banks, or
a larger punber in the country?

I;. Hine: My unind has not gone so f#r as that.

The Sscretary of the Treasury: Is it ybur jdea that
the whole df’Coﬁﬁecticui should bs erbraced in the New

e : York District?

Mr. Hine: I would think that desirable, becausz the
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State of Connecticut docse its business largely in New
York now. I would say that that would bethe natural lines. ii‘
If they are made geographically, why, the Connecticut
River might be a dividing line, perhaps.

Tre Secretary of the Tramury: Ie it your idea that
any part of the Western part of Massachusetts, for
1nétaqce, should be entraced in this District, or would
that bueinesé very naturally drift to Boston as the nost
convenient-?éint? :

Mr. Hine: Well, prbbahly'the Western part of Massa-
chusetts would incline this way —- Eerkshire County:
probably inéline to New York. If the Cornnecticut River
were made a dividing line, you sze that would také care
of itself.

The Secretary of Agriculture: Would you centenplate
including Vermont in that case?

Mr. Hine: Vermont would go to Boston -- Maine, New Hamp-
shire and Verront.

The Secretary of the Treasury: You spoke before of the
entire State of New York as being included in this Dis- >
trict, Mr. Hine. Do you think it e-oentfdl that the West- '

tern part of the State should be a part of this district?

Federal Reserve Bank of St. Louis
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Mr. Hine: 1 do not know that it is essential. I think
it wogld.be ;heir rreference, rrobably..

Th9>83cretary of the Treasury: Vell,llocking at it from
the other polit of'vlew,.simflé as to &hat would be best
in £pe division of country, beet for.Gubinesd generally.

kr;'ﬂine: Yes. | |

The ?ecretary of the Treaaury:A ”hara ehould .Euffalo go,
or tye'Westeén'rart of New York I will say?

fﬁr. Hine: Buffalo? Replying to that, I would prefer
to give the matter a little zore study, because the Eill
is now an established fact. It is law. I an probably

%rong, but it seems to ne that the eraller the nuzber of

Beserve centers thi> better, and if *his is going backward,

the central reserve citise ars the natural rlaces for

Reserve Banks, so that bsyond thoss thrée; I really have
not given the nattar much thougﬁt, Mr.'Secretary.

The Secretary of the Treasury: Would vou be good
enough to give that some thought during the ‘tire the”
COmmittee 18 here, and give us ycuv viewe about that, Mr.
Hine. |

' Mr. Hine: On the assunption cf the establishuent of 82

The Secretary of the Treasury: Eight, or even nore, or
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even a larger mutber of districts. We should bs glad
also if you'would review thée rap of the country. and sub-
mit your views as to what you think would b2 the best
ivision of the entire country into districts. As 1

said before, we expect tc ask that question everywhers,

because we want to get the concensus of orinicn all over

the country as to what willbe tha best genesral division

of the country, and as banking ezchanges, related tc the
entire country, we assure that you gentlezen, of course,
have large knowledge of that question, and tﬁat you may be
able to give us a great deal of light on it. I pay say
further, that the COmmitfee iill be vefy rleasad to raceive

briefs fror any of the clearing housee, written briesfs,

‘statistical and containing all the information thay may

chooée'to rut into them, as well as from coazmarcial bodies
and other orgarizaticns interested. Thoee zay be submitted
as early as practicable.

Mr. Hine:1 should be glad to give the matter further consi-

desration, of course, -

The Sscretary of the Treasury: I will be vary glad to have

you do that.
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‘ Ihe Jecretary of the 7r = asury: Can ycvb ~ive us some in-
fermation as to the camparatvive amount ¢ f New Fnrland busi-
ness which is e heae and done in Roston®

Mr. Hine: I could _—wé sore estimate, Dul not a very
¢clo = on é,' except Ty say that the lar_ e wvolume of miscellaneous
New Fnrland business, apert from Jonnecti qut and' Rhpode Isjiand,
now roes te Boston, ancda vwery larre percentare o.f the busi-
nesé that we et is from Bos ton.

The Secretary of the T‘.‘ee.su{'y: Fow is it with resect to

Philadelphia' and Pemmsylvania [ merally?

Mr. Rine: Pennsylvania 'of oo urse naturally gravitates to
Phil adelpjpia, and at the same time I presue th afé is no bank A
_ of imponnance in the State of Pem'ailvam‘a that has not a

banking g nnection in New York City. ly judmuent would be
that Pemsylvania carries a larger proportion of its balan-
ces in New York tha)n in Phil adelphia, that is speakinf of )
the banks ouiside of Philadelphia. ™ouldthat be your jud>-
ment, Mr, Taw?

Mr. Williarm A. Law, o< Philadelphia: I really couldnot

say.

The 3ecretary of the Treaswy: Is there anythim else that

we dsireto ask !r. Eine®
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The Secretary of Agiriculiure: Yo, I think not.

The decretary of the Treasury: That will beall, thank you, e
¥r. Hine. You will submit the additional data that we :
have asked for, will you, ag soon as you poSsibly can?

Mr. Fin2 I will subniiv my view, yes.

Tie Secraaryof the Traasury: Yowview, rather. I
meant to say that.

Mr. Fine: Yes.

STATR'ENT OF E. E. OUTERBRIDGE.

The Secretary of the Tremry: M. outabridge, will
you kindly tell us what wur occuyp &£ion 1s?

¥r. outerbridceﬁ A merfhant an< manufacturer.

The Searctary of the Traasury: You represent the
Charber of Cormerce, 1 believe?

Mr. Outerbridre: I have ken asked to re@resenmt ihen,
ut I xr;av stat e that under theruwles of the Chadbe of
Commerce it is not possible really for anybody to repre-
sent them unl es8 speciadlly desimated at a fengal nétinc
of the Chamber. The Chaber has not had é‘noctin's since
you deterrimne ¢ to hald these heardngs, and the Presiders %
of the Cl_'xmber is awvay; but I have te en as ked by otlier : | !‘

officers of the Chanber t¢ appear here as a maber of the
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committee whichmade a report on this Lill when it was
in Congress. Therefore I wish to disc ]aimutha,t I am
exactly representins the Charber officially. I amrere-
sebtin; it only as a member of that Cormittee,

The Secretary of the Treasury: Mr. oOut erbridce;, are
you familiar with the pfesént law? '

Mr. Outerbridge: I amn.

The Secretary of the 'rrea.Su'ryi : I believe you have
fiven a crea' deal of thou:ht to this finaicial question
for some time past?

Mr. Outerbridge: I have, for a rood many years.

The Secretary of the Trasury; You have lmard the ques-

‘tions we have just asled Mr. Hine 7ill you be Cood

- enouch to give us yar views about the establishment of a

Pederal Reserve Bank in New York City, and asto what
territory  contifuous to New York ouht to be embraced in
the Di st rict? :

Mr, outerbridce: j:":r'. Secretary, i'f‘ you will permit ne,
I should like to say that so far as eXpressin; any views
as to the exclusive teritory of any ore Pederal Reserve

Bank is mmncerned, I donot feel caipetent or qualified
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to express an opinion on tha point, because I think it
is very much a teclmical banking mater dependent upon
the way the cwrent of business and exchaiges has run
heretofore in the past; but so far as certain fangal
principles are gmerned, if you will permit me I shpuld
like to express an opinion that I have wery definitely
famed on that subject,

First. of all as to the nunber, the r@ort of the
Chamber an d the opinion of the Cormittee of thé Chaber
was that the smaller the numnber could be kept, .t.he mo re
effective the results would be in furnishins a discount
market and in makins commercial bills 1liquid and inter-
changeable in different parts of the country at diffeemnt

seasons, when there was a plethora of money in the
banks of one part of the country, and a drain upon the
respurces of the ot her; also that the fewer thea e were,
the more powerful these banks would be, the larger their
reserves and their depasits, andtheefore the creater
canfidence they would instil throu out the cauntry and
their immediate districts.

It seems tome that aft er detemining ujpn the nmbc,‘
the main factor that should covern the loation shpuld be
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that each Reserve Bank shoui drepreent a variety of in-
terests in the distria. wvhich it covers; in other words
that a reserve bank should not be so localled as Lo embrace
a territory or a district vhich is all o¢f one class in
its main commercial or ajricultural interests; Decause
_uniler thp =e cirw;:s;mces; the arain for r gliscaunting
factlities would all come on thal bark at one time.

For instance, in the South, in the cotton seasm, if a
Resgrvg Bank erbraces a district which has no other interest
than cott n, every menber bank and everyto dy in tha - dis-
trict will be wamings accommocdation at the same time, and
therefore there will be 2 serious cdrein upon theresources
of thgt one institution; whe as 1f the district embraces
not only a localily intereg. of that sort, but also large
industrial or camercial interests of s we other king,
there will not ke the same pull 2all at one time upon the
resources o f the institution as there would be if it was a
purely local interest; and far the same reason, as pro-
vided in the law, when suh a time does come, that one
bank _needs the ass istance of arnther, when the rederal

Reserw Board can r equir ¢ am ther bank to rediseount, it
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seems tome that therernust be somewhere one or more of
these fealeral banks so powerful, and embrac ing so wide a
nunlter of interests in its district, tha# it will practiaml-
ly a]..\-ay&be in a positipn to afford that facility waa
called upon, without distress tg itself and its own dis-
trict.
Therefore, in so far as this district here in Yew York is
concerned, it seers tome tha either it, or it and
the Cemtral District -- 1 am assuming that tha would te
the Chicago District -- should be larre enouch t0 have one
or tw o these Reserve Barks surrounded by such a diver-
sity of trade interests that they will practiclly al-
ways be in a position to leni th4 assistamce t0 the smller
recional banks when the necéss ity or stress may come, and
that that is nuchmore likely tobe possible if the district
embraces a variety of diffe ent interests, sge of
which arenot active in their dan.mtt for money at the
time when other s'a.re.
The Seaaary of the Trmuryﬁ Fave you any definite
idea as to what the limits of the New York District shoul d

be?
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' Mr. Outerbridge: I havenot attempted to cover that,
because I thou;ht you would Fet so much t estimony fram
bankers who are somuchbet e qualified to speak thanl

could possibly be, that I really want el merely 10 eXpress

an opinion on ¢ xtain fuxamemal principles.
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a
The Secretary of the Treasury: Well, upon the theory

you have expressed, and in order to get the necessary
diversification of industries in the New York, Chicago
and St. louis districts, for instance; those being the
several reserve cities to which reference has been made
here, you would consolidate into those three banks so much
of the resources of the country .5 would make the other
banks comparatively lean and ineffective, would you not?

Mr. Outerbridge: I cannot answer that question unless
I were to go over the reports of the Comptroller of the
Currency and make a careful study as to the capital of the
banks in those districts and determine on their percentage

of contribution and the capital any bank would have. It

seens to me this is susceptible of so many mathematical

+calculations, when you come to draw lines upon a map and

Digitized for FRASER
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make your checkerboards of the country, you can pore over
that a long time and still perhaps bring them all within
the limit of four millions of dollars, which T think it is
at present.

The Secretary of Agriculture: That is exactly what we
have to do, Mr. Outerbridge. Can you not think over it

and submit your views in a definite form?

org/
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- Mr, Outerbridge: PFrankly, T was only notified on
Saturday morning T would be asked to be here this morming,
and prior to that time had not time ?..o give any study to
thg detail of districts or to map it out on the map or to
study the capitalization of the various banks that would

. within that di strict, to see how that would work out
with the capitalization required in the law, The question
of trying %o arrange them so that theg Wili be strong
enough t0 stand on their own bases, to paddle their own
canoe, under ordinary conditions and not always be in the
position of having to ¢;a11 on some other one, or some .other
one call on those to re-discount them, which it seems to
me to be a material guestion of importance if t{hey are
going to fulfill the purpose for which they have been de-
signed and which everybody hopes they will do.

: The Secretary of the Treasury: T suppose you have taken
into consideration the provision of the law that the banks
may &pply directly to the Federal Reserve EBoard at Waéhing-
ton for the currency against certain forms of liquid
assets?

Mr. Outerbridge: Yes.

The Secretary of the Treasury: And that relief mav be
A
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had from that gquarter without resorting to that provision
of the bill which authorizes the Federal Reserve Board %o
require re-discounting.

Mr. Outerbridge: They can only get that when they can

gold

set up a sufﬁcient/reserve for it.

The Secretary of the Treasury: Exactly; but it is a
measure of relief.

Mr. Outerbridge: Yes.

The Secretary of the Treasury: You are not relezated

"solely to re-discounting by one reserve bank for another.

Mr. Outerbridge: That is true.

The Secretary of the Treasury: So with that pro—ision

in the bill, it would be safer %o divide the country into

Digitized for FRASER
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a larger number of districts than it would be without 1it.

Mr, Outerbridge: Yes, T agree with you.

The Secretary of the Treasury: T suppose, of course,
you concede that the amoﬁnt of banking capital that will
be available for these banks has an important bearing upon
the division of the country into districts.

Mr. terbridge: TIn so far as the banking capital of
these banks should correspond ‘to thelgen‘eral business of

the district; the general business requirements of the

Federal Reserve Bank of St. Louis

>

W)



d 19
- district. Naturally a district of very congested business,
manufacturing or other classes of tusiness, is going to
require a great deal more powerful reserve bank and a
great deal larger facilities than a widely spread agri-: _
cultural community, not la}rf;ggly_ populated; but when they
want t'heir mon.éy:'t.hey want it at once and at one time.
For Vinstan;ce, ;n "ep'eaking of. the cot ton .business; the grain
crop is mo_v-ed géaer:ally earlier than the cotton crop, and
if a southern district embraces partially a grain district
and partially a cotton dia‘;.rictr, the amount of exchange -
or money which had been re.c-;uir‘ed in *the earlier part of
‘the season for. mo.ving"ché grain crop, if that was a normal
season, those crcps would be 'mgrke.tfed and that money

would be released in time to take care of *he cotton crop

'when it began to move in large quantities.
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The Secretary of the Treasury: Mr. Outerbridge, you heard
Mr. Hine's views as to what should be incorrorated into the
New York District. How does that app=al to you?

Mr. Outerbridge: Well, ec far as he went, I thought it was
no doubt based upon his own banking experience, of the tendency
of exchanges and bank business in this District. It seemed
to me that it embraced a very small territory for this district,
in a general way.

The Secretary of the Treasury: Will you be good enough to

give us your views on some of the points we have raised, kr.

‘Outerbridge?

Digitized for FRASER
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Mr. Outerbdidge: If you wish me to, while you are here, 1
will take the reports of the Comptroller of the Currency and
the map and see if 1 can get any more definite ideas on those
points and present them to you.

The Secretary of the Treasury: WFe will be very glad to
have you. Mr. Elliott, have vou some other gentleman in view
to make a statement a2t this time?

Mr. Elliott: I suggest Mr. Conant.
STATEMENT (F MR. CHARLES A. CONENT.

The Secretary of the Treasury: Mr. Conant, will vou state

briefly what your occupation is, and what has be=n your ex-

.org/
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" perience in financial matters?

¥r. Conant: I am a sort of consulting specialist in regard
to monstary systenms. I prepared the plan for the coinage
of the Philiprine Islands and was consulted by the Govermmsnt
of Mexico in their ronetary reform and ty the Covernment of
Panama and by the Governrment of Nicaraugua in the adorticn of
the monetary reform which has bsen put in oreration there.

The Secretary of the Treasury: You were connected with the
Philippine systen, were you not?

Mr. Conant: Yes, I prepared the ronetary reform for the
Philippine Islands, which was put in force under the Act of
March, 1903, and which ies now in successful operation there.

The Secretary of the Treasury: That has been your dbanking
exrerience?

Mr. Conant: I was Treasurer of the lorton Trust Company for
some five yesars, which has since been absorbed by the Guaran-
ty Trust Company, but my duties there were special, rather
than routine.

a The Secretary of the Treasury: Are you familiar with the
Federal Reserve Act?
Mr. Conant: Yes, I arn,

The Secretary of the Treasury: Ycu have given 2 good deal
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of study to it, have you?

Mr, Conant: Well, as much as I could incidentally as it pass-
ed through the two Houegs of Congrees, and I have studied it
sbme gince‘it acquired finel fornm.

The Secretary of the Treasury: You are aware, of course,
ur.'Conant, that this Organization Corzittee is required by
the Agt to divide the country into not less than eight nor
zore than'tyelve'diatripts, and establish a Federal Reserve
Bank ;n séme.qiyy in e?én one of those districts. Eave you
given any thought as to what would be thewienrt divieion of
the country ipto such districts? |

Mr. Conant: Well, only generally, until I receiv;d on Satur-
day afternoon your déapatch asking me to appéar ﬁere. I have
some quitq.decided orinions on the general 1ssueg involved. 1
do not appear here as a special champion of the interests of
New York. I am not representing any banking organization and
I at present.fersonally hold no dark stock and am not an of-
ficer 9r“d1rector of any bank except the National Fank of
Nicaraugua, which, of course, is in no way ;ffected by this
leggelation. _ :

In-my orinion the nurber of institutiops should be

kept as small as possible. I should have preferred that it

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



o ¥
bt

-

(=8
. should be less than eight rather than more, tut, of course,

the law having fixed the mirnirum at eight, we must adjust our
future examination of the questicn to that number. My rea-
son forfavoringalow nunber is that there is a greatsr concen-
tration of reserves and greater rower in the individuai{re—
seérve banks than there would be 1f that rower were spiit up
énd distributed arongst small instituticns.

In aprearing here todhy, as 1 said,.l dp not appear in
any respect as a champicn of th2 interests of New York, from
& local point of view. I rrovoee to conaidef fhe whcle ques-
tion from the National point of view, cf the relative effi-
ciency éf the new system as & whole. Ahd érom thgt roint of
view I think it is very desirable that thére should be crea-
ted as large and strong a district as pessible in the North-
east. I think it would be very unfortunate frqp the stand-
point of the rublic interest to have separate ihatituticns at
Boston or Philadelphia. I shculd eay that the wﬁcle country
northeast of the Pctomac and including Pennsylvania! should
constitute one district; the essential reason beipg tc cre-
ate in lew York City a rower, representing the Fede;ﬁl Govern-

ment, strong enough to deal with the other great private and
Joint stock institutione which are located in thie district.
Digitized for FRASER
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I will amplify that idea rerhars a little further along. Put

I have taken out the amount of the carital and surprlus and
also the amount of derosits which a Federal Reserve Bank in
this dietrict would derive in certain territory. 1 find that
if the whole country northeast of the Potomac, and including
the whole of the State of Pennsylvania, but not Vest Virginia,
were taken, the caprital and surplus of the Naticnal Banke as
of Octobef 2lst, 1913, I believe, the date of the last report
to the Comptroller, was §852,521,000. Now if three per
cent were paid up by all these institutions these are all
national banke; I am not dealing now with state banks and
trust companies -— but if the three per cent required by the
law were paid up by all.these institutions, the amount of the
capital of the Federal Reserve Bank would be £25,575,000.
That would create a strong institution, which would comrand
the respect of the big joint stock bag?n, that is, the nation-
al bankes and state banks and truit comranies in this city and
in other parts of the district. //

Now New England, excluding Connecticut, if she were
erected into a seharate district, would have a reserve bank
with a carital paid up of about 4,000,000, --£4,033,0CC and

some odd.
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. The Secretary of the Treasury: That is upon the assurmption
“het three per cent only 1& cailed.

Mr. Conant Yes, I am assuming that the *hree per cent is

~
-

to bte called, and the other remain as a ressrve resource, just
as 1n many European banks, there is so much capita‘ called and
the otaer ie sutject to call but which pever ie called, ex-
cept in cese of liquidat on or eomﬂtbing cf *hat sort. But
of cocurse if the intent of the Committee of the Federal Re-
serve Board is to va."l more then tg;e.e p°r ce'zt that would,
to some extent alter the figeree, but I cdo qo‘ think it
would alter the eeeential priﬂcirle.
: Tae Secretarg.of the Treasury: - wouid‘not alter your
eonclue;one. : . |
| Mf' Conant: Ne, net eesehtially; ae I-wiil go cn to indi-
cate: It would be possible to take.e;f one or t“o small por-
ticns of this dietrict without doing much harn, take kary-
Zland and the Dietrict of Colunbia, for inetance, if it were
desired to create a Federel Reserve Bank 1n Vashington or
i‘t Baltimore, ehe.caritel raid in by haryland and the Dissrict
of Coluntia, inelud;ng their reserve cities, would te, on
the three per cent basis, hf,g;a’g.\ezo. Of course if it were
&eesrable in framgng‘the dietriete, to dedﬁet‘that a&ount fron
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from the twenty-five rillien odd rerresenting the whole terri- &

tory northeasy of. the-Potorac, it ¢cculd be dcne without ser-
iously impairing the strength of the Fedsral Reserve Eank of
New. Yq.rk .

Further, if it were desired for gsographical or other
reasons, to eliminate Pittsburgh, the capital praid in bty
the Pittsburgh nztional banks, at three par cent, would be
£1,395,420. 1 surrose, of courses, if Pittsburgn were put
into ancther dietria;. it would necessarily carry a chain of
country banks adjot aing Pittsburgh, but I had not the data
or time yesterday to conrute thoss by individual banke. But’
if it were desirable for geographical or other reasons to
eliminate thoee two factors, karyland and tke District of
Columbia, and Pittsburgh and the country arcund it, there
would still be over $30,000,000 left. £And taking Pisttsburgh
out alone, and Maryland and the District of Columbia, there -
would be left nearly *82,000,000; and allowing for tkhe coun
try around Pittsburgh, would probatly bring it down to the
neighborhocd of $223,000,00C or #22,500,000, : ~

I have also arsumed the ultirate corrulscrv deposits
as far as they could be rsadily celculated, I mean the

reserve dseroeite required by law to be macde in the Federal
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Reserve ILanks, taking the figurss, of course, at the expira-

ticn of three yeare whernr the new eysten is in full operation.
1 find in that case ‘Aif we had. a dietrict liuited cnly to the
Etate of New York with -Conrecticut and New Jereey, we would

have reserve dsroesite in the Fedsral Reserve Eank of

‘381,763,000. .'If we-take in all of the territcry I have nam-

" ed northeast of the Potonac, except Marylard and the District

of Columbia, we wculd have additional deposits of {68,130,000,

giving us deposits in-the Federal Reserve Eank in that aggre-

: gate district, excluding Maryland and the District of Colum-

“bia of $152,000,000.

-Now, with a csrital .cf, say, "23,000,000, and deposits

('of 9153,006,000, there wculd be agcregate resources of, say,

8175, ooo ooo

I have taken no account of Gov=rnnent deposits, be-

‘cauee I do not know'what rrorortion the Secretary of the Treas-

ury nay, in‘ﬁie judgment, see fit to leave with the Federal

Reserve Bank of ﬁew~?ork. That matter is left by the law

~entirely within hie discretatacn. I surpose it is fair to

assune, however. that there wculd be some millions accurulat»

" BN the Federal Reserve Bank in. New York from custome and

»
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as such. ard leave them in ‘Ner York, Eut those figures, while

. respectable, are nore too formidable with which to equip
the Federal Reserve Eank of New York in dealing with the
Clearing Fouse banks and its member banks.

I ne2d not remind you how large the figures ars of
the feéoﬁroes'df'tﬁe New York bvanks. "The legal net deprosits,
afcéfdinghto the ététement~of last Szaturday, of the Clearing
Hctééiﬁanke alor's national and state banks, were .
31,308;006,0005 truet corranies belonging to the Clearing

. Pcueé had addiiional net deposits of ?4Q?,000.0005. loans and
disgounts of the combined Clearing Heouss banks, national and

' gtafe 5anks and truét couparies, were 51,82::000,000. And
théeé”figures of legal net deposits, as you .are doubtless
aware, are somewhat less than the gross deposits, owing to
the d;&ﬁctions allowad by the Corrtroller cof the Currency.

D ought tc have stated by the way, that in computing
%hé deéoéifs of the benks vhich are to be ‘reserve derosits
in tﬁe F;derai Reserve Fank I took only the individual de-
rpéite cf fhe banke involved, because in ry orinion hearly
21l the other items will be eliminated by the abolition of
the'ﬁreaent reserve'deposit system. Of courss the figures

way not bb absqutely'éxaét, but 1 think they convey a suffi-

Digitized for FRASER
http:/fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis £ s



: : i F
ciently accurate arrroximate idea of the strength of the new

bank.

Yow it seenms to me of very conaidaraﬁle inportance to
create a bank of this megnitvde and cheracter in New Yerk
City. The financial conditions cf the country as a whcle
wovld not be greatly improved, in ky opinion, if'we did not
have a bank which ecrriarded respect abroad as weli as at houe.

I hardly think thet a Fedsral Reserve Benk with two million

do}lara paid up in some of the districts of the country will
heve a very irportant status in Egzgpe, or thaf in case of
crisis it could establish credite or borrow 1afgely there.
The country rmust lock to the iwo or three largest Fedaral
Reserve Banks to meintain the naticnal credit abroad, and
naturally those would be New York, Chicago, anc poseibly some
one other.

So far ae tpe.;lgims of Boston and Philadelrhia are
concernsd, I think they would be adequafely served and wculd
be in a much stronger vosition by haﬁing'béggghea cf the
Faderal-ﬂeaerve Bank.of Hew York, which b;ﬁgﬁ?es are pernitted
by the law as finally enacted. Either of those cities is in
a much stronger position in case it needs help, to arrezl to

the consolidated resources of the antirs district northecst
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of the Potcnmac than' to appeal to the segregated district, in-

cluding in the case of New England, & capital of four mil-
lion dollers and other resources of about twentyrfdur mil-
lion dollers, meking twenty-eight million dollars. £nd Phila~
delrhia would be much strcrger in arpealing to tke consolida
ted resources of a bank with 9300,999,000 capital and denosits
than it would be simply with a district madé up of Pennsylva-
ria and Delaware, giving her a carital of seven million odd
and derosite of some forty millions, for the Pennsylvania
District, if it included the whole state of Pennsylvania,
Philadelphia, Pittsoburgh and Delaware, would. have deposits
of 243,000,000; and cbviously these wculd.be ovqiggggowed
very greatliy by the resources of scme of the Philadelpkia
banks .

I think in the pere matter of note issue, tq have
the strongest note issuing bank in this country have a
carital of only ten or iwelve million dollars, would be a
very unfortunate pa=iticn in wnich to prut us before the worid.
To say that the sirongeet bank of issue in ‘Americez had only
a capital of ten or twelve million dollars, and that that
capital was all that stood behind the hundreds of millions

of notes which are ultimately to be put out, would:be a
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very unfortunate situation. I do not mean torsay thatis ex--

actly tke prorosition. Of course they would have all of

A the capital of.all the banks and & vast numbter of cthe; as-
sets; but it would nqt_be a very creditable situation, to
have it said that our vast currency system rested for its
strength uron a Feégral Reserve Bank with.tgg_or tygige,mil-
lion dollars cgrit&l.. , .

The Secretary of‘Agriculfure: ¥hat district have you in
mind? r

Mr, Conant: A dist}ict.mgdg up of New York alome, with New
Jersey -- | .

The Secretarﬁ of the Treasur&: And Cennecticut.

Mr. Conant: Yee, Connecticut possibly, but shutting out the
rest of New England and Penneylvania and beiaware and the
District of Columbdia.

The Secretary ofrthe Tfeaéurf: You‘are procseding on the
assumption there, that only three per cent of the capital would
be paid in?

Mr. Conant: Yes..

The éécretary Qf the Treasury: You might have 20 per cent.

E 3 Mr. Conant: That would be better, but that would loock small

for a cocuntry with the resources of this country. I shall
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discuss later on the relation of these banks to'the Faderal

Reserve system. I am speaking of this, not that it would be
prossible -through represernteticn of the syetem, but it would
be a situation which would not etrmngther our internaticnal
credit.
‘ The Secretary o the Treasury: £e I underctand you, you °
are sugeesting that New York be made the headquarters of a
bank or district which shall erbrzce the states of Marylahii,
Delaware, Penneylvaria, llew Jersey, Wew York, Conuecticut,
Rhode Island, Massachusetts, Vermort, Few Harrshire and Kaire.
Mr. Conapt:. Yes, that is my sugpestion except that I —
. The Secretary of the Treasury: Now that would embrace

rrobably about 40 per cent of ths tanking capital of the

.;.'

country, would it not?
¥r. Conant: Yes; I think all of that. -
The Sescretary of the Trsasury:® Eetweea 40 and 50 'rer cent
of the conmbined btanking carital, and in bankimg capital Itin;
clude not cnly the carital but the surrlus-of banks. -

¥r. Conant: Yee, caritel and surplus we are spsaking of:

.. v

because that is in acoordance with the law. San

.
e b -

The Secretary of the Treasury: And vou consclidate one half a

of it in one bYark in this district?
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Mr. Conant: Yee, 45 per zent. I am willirg to have

- " eliminated Maryland and the District of Columbia, if that
will contribute to a better distribution of the remaining
districts.

The Secretary of the Treasury: Wouldfnot +hat leave the

- -7 remainder of the banks which must be established by the Bill,

ae rather puny institutions?

Mr. Conant: Relatively speaking, perhaps. Put I think it
is better to have one étréné:and éeveﬁxﬁuny baﬁks than eight

 pury banks. : |

Tﬁe Sscretary.of the T;eﬁéury: Buf ﬁow would you be able
to command ihe qlg;gnﬁ capiial required to establish the
other seven? A

Mr. Conant: The amount is adequate, I think. The mini-
mum pajd up capital is 531900.000, and there is about
£28,000,000 available, so there is capital for 14 banks with
a minimum paid up capital of 2,000,000.

The Sscretary: Ycu would starve Chicago on that plan.

Mr, Conant: I do nct see that it would affect Chicago

& materially, for Chicago, I assume, will be nade a pretty
strong district from territory arpurtenant; and while, of

course, you may argue that you would have to take sonething
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from Chicago'a territory to make the other aix dietricts, I

do not think that would be a very inportant ractor. I
"':should aay that Chicago srou‘d be atrong, and pcssibly one

of the southarn districts, and 1t wculd neceoearily follow

that the others cannot be banks of very 1arge carital. ;f

you take your whole ’53 000, OOO paid up and divide it

.

among all the other banks, you would have 28, 000 000 oaoh

.or a'little over for esch bank and that is 1mrract1cable.
You cannot get New York down to that figure by any 1ngen-
uity, unless vou 1solate the city and make the ctato ‘

_éJgapargte_Qiltrict, and ‘1 do not suprose thi% 1b a fracti-

cal aolution.
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Tre Secreaary of the Treasury: Woulcd yw not have to

do Vielence to the course of cowercial exchayes and
transiceions in the very.lar:e territory mest of the
I:iss_muippi'e River, ubon the plan you are new sygestin 2
For instmce, take c.hicagb afd St. I;(;uis. Th sr exchanr es

cover a very much greater area, perh;xps, than Yew York, I

" am speaking samewhat t.é:tatively when I say tha,. I mean

Digitized for FRASER

the area embraced there would be creater, raturally, than
that of New York. No\-‘,- if );ou cmsolicdated so much of
the awailable bahkin.; cpital of t.he count1y in one bank
in the Fast here, you uoui-é hawe t.o ciisclpcate toavay .
rreat degree the ordinary ;and normal caurse of exchang es
and businesses in ot.hér parts of r.he'ccu.mt.ry, in order
to establish the o & seven banks requir & by the bill®

Mr. Conam: You mean you coul d not make a larce
concent ation in Chicag, without leavin; inadequate
capital for the i";amin: eix?

The Sectretaryof the Ti‘asur:;:. Yes, ir; order to ;ive
Chicam and 3t. Touls what woul d be nec sssary, because of

their own impoitance, you would have so very little left

for the r anainin: five, that you probably could not g &
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the minimum cagital.

- Mr. Conant: I think you cauld 1 ha>ve not ficured
the thing out as-mirnutely as you have, but I think you
woul d find after 1o catin- those three, you would still

be able to locate yaur five, with two nillions paid up.

It is impossible, of course, to have them all lace capital
uncer the bill, because we have only (ot 53-1/2 millions
ava:uable in- all, and the question i s whether to attempt

to divide it mahematically, creatins eirht or more puny
institutions, or.to havetw or t.hreé that are strong,
and the others of less @ nsequence. At the first, as 1
intend to slow later on, the thecry of the bill I think is
that the Pederal Reserve Bark shall be rel atedin it s macni-
tude to the business of the cdistriét whichit serves. It
woul d be prejosterous to put a tw million dolllar bank

in the New York Disgrict anda twnt-;'- five million ore in
the. Okl shoma District, In othea words, you m{at make your
capital accorlins to the banking cgpital of t.hd 'dis’trict,
and that is previded for, in a way, thmuh the provision
that each bank shall pay up its tiree per cent of the

capital and surplus.
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' The secreary of /{riculr.ure; You say ihat these re-37
rional bDanks could nomally serve in their district. 1If
you are to make <chese unceatain sections so sSrall as you
indcate, would nov those diswicts be no m;ny depencent
and steardily dependert on banks outside of their district®

r. Conant: ©Notl necessarily. 0T course, if yow have
a district where the capital ¢of the menber banks permits
them to pay up't»o million capital =¢ the rederal Reserve
Bank, the presunption is -- in f'a:t. it ainpgst mathematicCal-
ly follow that the resourcesof the banks ¢f tha£ district
are in that proporticn to the Rdera.(l Reserve Bamnk, and
that their calls for help, if t.he;e are stch calls, will
be in that proportion. In otler words, if y;Ju hafe a Commun-
ity wvhose capital is sixiy millicns, who ® a_rrecate capi-
tal and swius is sixty millions, and they pay vp tw
million s capital for a Feleral Reserve Bamk, their calls
for aid will no be any thing like a disirict with a bil- |
lion thr % hundred million capital or remwurces. 0f course

" : I should not compare capical withresarces, but witha
capital amounting here in the northeastern cdisirict to

852,000,000, necessarily a cistrict with. 652,000,000
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of capital and surplus and corresondirly larie d@osit s, =
will demand much more i x'(inii:h sixiy millions capital
and corr es mnding deposit a

The Secraaxjyof che Trgasr:.n FOow m.c‘n. imporiance
do you attach 10 :;w suresdon vhas thae s}buﬂ Ve
sucha diverwiity of industry and agriculture in these dir-
ferent districts as t¢ mace the banks independent of a
purely seasonal demnd?

fIr. Conant: ™ell, there is some furce in that, I itake
i ihat. that question .’L_s h_rappecl_ up to some extent with
the powers which the Pederal Rererve Bark i {oingc to ex
ercise, vhich I propcee tc refer to, if you will let me Co
on a 1§tt1e further. 1 just want t.§ emphasize this
point: Thal we must have a system which will cagmand re-
spect abroad. TYou will r xall that in 1507, when specic.
payment 8 were suspended hrou hout the count ry, almgst,
the Bank of Iijgme was willin~ to lend any amount of rold
to this country, if there had been any s:.'rmc‘ (varantor
for it s repaymant, ou hey agxed the covement of thé
Unit el St es if they would gusram e 1%, and the Covern-

ment said "No, we have no con stituiional power to do any
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i such thing and there was no bak in yew York, represent-

iy the nation or its po'-.-eAr, and, itherefore, the only way
it could be dore was in a roundbout way, or thmouh
pemi &ting ﬁeu Yorkbaksto estallishbcredit in Loncon,
and thrw- h some Frrlish comnacial paper. The annuval
report of the Bank of France for that year stated that
while they had beén arixious at all times to rander what
help they could to the New ;York :nérket -- this was a re-
port to their shardolders -- they wanted to say f.o
their shar éhplders that they wouldnever mae any loans
or uee any of the rescurces of the bank in a manner which
was not in conformty to the i"equirment s of their
statutes in rgard to the characier of 'the asset's which
chey must keep, an d ihé same attitude would be-tacen arain
if we hal a tw or thre million dollar bank hee, and
it was the only t'hin:.irlm:h stoo d between the country
and specie auspenaion:

The secraary of the 'rrea.aury.; That is not the only
thin: which could stand between them, vnder the conditions
that now exist.

Mr. Conant: I appreciate the fact thLhat the law contenm-
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plates providing an adeguate curency, .aud that it c -
templates puttin; saue influeice over the discount and
rate and the rold stock of the country vhraw h che rederal
Reserve Banks, bui ri“ht there is where the weamness would
ve- It wouvlcd not be possible for a t en nmillion deoliar
bark in Yew Yorik to "buck up", if ¥ aay ue the slanc pkrase
acains the ¢reat banks and trust ccuparies, doing
millions and niliions ¢ f dallars in foiei;n exchaigce, It
would not ba posdble forthento fix a discwnt rate and
maintain it. Those in stitutions would lauih at them

vhen they said the Federal Reserve Bank up hae has decided
«o fix the discount rate a7 per ¢cat. Unless you have
a stron institution, ¢hat by its uanitude «i1ll at least
bear sore proporiionae ratio to the resgurces of ihe

rest of the banks, you will not be in a sirarc position

in that respect in fixiny the discount rate, in fiXing

theouflowofgradoer rinin in gdd.
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i The Secretary of the Treasury: Do you *hink a bani
of the kind you sugested wovld be strong enough to do that
in any event?

Mr. Conant: They do not have o be but the propo-
sition of the Federal Reserve system is to create a power
stronger than private institutions to protect the gold
system of the couritry. Tt is not up to the Jity National
Bank or the Guaranty Trust Jompany %o protect the gold,
but as T understand it is supposed 't0 be a fynction of the
Federal Peserve Bapk. That is the difficulty. But
perhaps the greatest difficulty would be to maintain the
discount rate.

Of course, it might be said in criticism of my
posi tion that it “ends toward the creation of the central ’
bank; dbut T think if you will examine the matter a moment
you will see that it is just the econtrary. If you have a
strong insti‘tution here, your system will function without
much friction and without the assertion of undue powers
by the Federal Reserve Zoard; but 4if you have a weak
institution, then the Federal Reserve Ecard must in effect
become a central bank. T: must command some of the Federal

Reserve Banks %o re-discount for -others under the compul-
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b

sory clause. TI% must watich the stock of gold in these
more or less puny institutions and see that they are
welded t_og.ether intto & harmonious wholie. Now it can do
that, but 1‘."61111‘ do it only by exerci sinz meddling md
initiatory po-we"s instead of merely supervisory powers.
Even in orc_iinary times, waen there is no gpeciai presare,
it will have to say %“ one bank, "You had better pull up

on your discounts; you ha;l hetter loan some gold to another
.bank, you had bett er re-dis¢ount some paper for them".

The whole fabric will “ake care of it,

that is, will .59 strong enough, but the Federal Reserve
‘Board can only do it by going into practical everyday
bankiné instead of simply supervising the eizht or twelve
institutions which the lav permits. T do not know but
what it might ul‘imately work out in the direction of a
central bank, with a governing board of a central bank,
and the local institutionswould be in effect only branches,

but 1% has ot to be one or the other of those two tenden-
‘c:;ea. _ Either you will have a.very weak chain binding
'then together, or you will have to- have a Board at

Washington strong enoupgh to take charge of this whole
fabric and administer it practically. - 4 axt
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If you are ready for that, T do not know but it is a
desirable thing, but T want %o peoint out that by creating
a strong iastitution ou escape that liability at the
initiation of the system. Of cocurse, cnly time can tell
how this system is poing to work ocut. Tt{ may be that it
will work vey successfully with eigh® regional banks,
with one here in Yew York with a czpital of 320,000,000
or so, and the others with a total of 333,000,000 split
up among the other seven, an average of say %4,000,000 or
whateer it may be, orl it may be _that the chain will prove
weak in the beginning, =nd that the Federal Reserve Board
will have %o step m‘ and exercige these initiatory and
administrative p.o".'ers in aldition to purely supervisory
functions. T think ‘hat is a point that should be very,
carefully ccnsidered, as %o whether vou wish to make such
a Cistribution of the districts as will ma ke the Federal
ﬁeserve Eoard practically an adminisirative centirzl bank,
or whether you shall avcid :}}at for thepresent vntil you
see how the nev system wo ks cutl.

I think “hose a~e the priucipzl points that T had in
mind. T prepared aam very hasi:ily after receiving vour

telegran Saturday afterncon. . But T shall be clad %o
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answer any mrtﬁer qestiors you may wish to ask.

. The Secretary of the Treasury: Assuming *he€ hypo-
thesis vou have jﬁ.st stated, that the disirict vou have
described shoul;i be organized, as cne of the district s‘,.‘
now would you divide the rest of *the country? Have you
given that ahy thought? :

vllr. Conant: T have not undertaken %o do that in detail.
T assumed that the other reserve centres would be Chicago,
S;,. Louis, San Francisco, Denver and New Orleans -~ that
with New York makes six =~ and ‘hat the location of %he
other two was rather an open unestion, with probably one
in Atlanta and possibly one at Washington, because it
would put under the eyes of the Federal Feserve Eoard the
actual administration of = going institution.

The Secretary of the Treasury: Have you figdired out
what the capitalization of these different banks would be,
and what territory each one would embrace?

Mr. Conant: ¥o, T have not.

The Secretary of the Treasury: Vould you be willing
to think further about that and give us a definite sug-
gestion?

Wiseew

Mr. Conant: Yes, but of course must be ‘entative
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T should say it was desirable %o get *he viewvs of the
bcm}:s: ;fzs to “he pls;ce with which they“ desi;'ed to c;arres-
pond. T do not care so much for ‘he views of a city that
is trving to get a reserve bank. Th:-.t is a xvné-r'é mat' ;r
of '.‘.ocal pride; but tzke =z b:ufk inr “the outlying terrvito:ry

between Denver and San Trazncisco, T should ask then which

di strict thegr preferred to beong *o. Tt is onlyl in

that way that you can make the distribution logical; butl

if the Soard desiresme %o submit a mere tentative suggesti-

AT L
ion without any such correspondence, I have no objection

to doing it.

The Secretary of ‘he ‘reasury ~ We shall be glad to

have it.

Mr. -Scnan.t: Tt is hard for.' mye,- without a clericai
force, to divide states and 1‘;0 ."a‘:Ae' b:anks individually,
bu rou‘,hly it mgh‘ be blocked ou* ty states.

'I'he Secretary of the xreasury

'1"

"hank you very much.

. "STATEMENT OF .A. E. HEPEURN.,
The Secretary of the Treasury! . 'r..Hepburn, will you
® good encugh to make a brief statement of your banking
experience? We are familiar with i¢, but would simply

like t0 get it in*o the record.

http://fraser.stlouisfed.org/
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Mr. Hepburn: T was connected with a small bank up in
the country in a general way, and was in the Banking
Departmen® of this state, was Panking Superintendent,
Comptroller of the Currency, President of the Third
Nationzl Eank of this city which consolidated with the
City ¥ational Bank, of which T became Vice-President, and
then came to the Chase National Bank, of which T was
President for some time, zand am now Chairman of the Board.

The Secretary of the Treasury: You are of course aware
that this law requires the Organization Committee to divide
the country into not less than eight nor more than twelve
di stricts, and to select the different cities in the
country for the headquarters of the Federal Regerve Banks.
The committee would be very glad to have your views as
to the division of the country in%o districts, and also
particularly as to what district should be embraced in
‘the New York district, assuming that New York was chosen
as the headquarters for a Reserve Bank. You might doai

with the last proposition first.
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i 7. y-‘e.;burn: I haw riventhe matt e tlpudt only
in a g eeral way, and I have assuned that you would
make such t aritorial divisions as would 1 @ve enouch
banks in each district to permt of the omwanization
of a bank of sufficient banking power to handle the af-
fairs of the district in a dirnified and efficient way;
perhaps woul d try to make the several Reserve Banks some-
what approximat e each other in their bankin: powr, hav.
iy in mind all the while the demands that wuld be ma_le.
from the district in which they were located. My views
upon this subject I suppotse yw know vary well. I be-
lieve that theworkof this grranization under this bill
cou]..d ke just as well accomplished by brarcles as by re-
gional bank s : Not only just as well, but bé&ter, and
I think if we hal ore central bank with branches, much
bett & resultscoul dte accomplished. The same thing.
would be true as to the refional banks located in the
Ea.st.. I think if we had one recional bank in Tashing ton,
right under the immediate charge and supervision of this
FPederal Reserve Poard, that it would the sooner eventuate

into a central bankin_ orzanization with the perfected

e

e < . -
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machin-a'y Ql.mich hasbeen danbn straved co ke most effect- :
ive b,vv che commar cial and banking exper.lex:oe of the
world. it seems T o me vhai following ‘ou v clis same
prin ciple, the samz beiief that one refional bank east

of th; Allechelies 'nol;ldbe btter than tw or three or,
more,‘\-it}‘x aé mar;, branches as *jou nay néd and where
you r;eed tham <o r"mde:r the wo rkinrs of th ee dirferenent
recioﬁal t;arka eff ciive, e

' If yoau are to haveé. regional bank in Few Yoll’k. Boston
and Philadelphia, Boston uoﬁld naturally .ta.xe New -
Enéla;x;i, with the exception of Connecticut, I havea
lett er. from one of our F.art.ﬁ»rd correspondent s saying <hat
the banks there ue;-e invitel <o Join Bo<on in an ap-
p‘lica.tic.m for a rq:iona.{ ba.nk t;) be located at Boson,
which thiey have declined, pmferring 10 be connect ad with
New Yo.xk. I havee latta this womins from the seae-
tary of <the COnn‘ectic;‘z Banger o0 }:uz-uc iation saying that
he had camunicated vith all bax;xs in ihe staté, at.nd all
but five thus far heard fivm preferred to cane t o Few
York. - It would seem to be the consensus of opirion,

so far as he could ratha 1 -=- 2% least all that part of
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- the state this side o f vh 2 Conaecticut River, including
Hartford, would prefer <o cone .hc-re, end it seems o me
their vishes ouht to be caisilied; come here because
they are nsarer to Msw York, andihey dog cge here in the
regcul ar cm;:*se of their bu siness. ‘

I should think Lhe spuihzrn part of New Jersey, be-
ginnings with. Canden, including Atl satic City, would reach

-Philade lphia more conv a‘.iéntly' vhaen hae.

On the other hand, 'if you were nov to have a r gional
bank in Bosien, all-of New nflandwould naturally cane
here. If you were 1o have a rericnal bank in Philadelphia
amd Boston, but no v in Yew Yoi¥, thé: we woul d prefer ic
be assoe lated wivxPhilacdelbnid, becavse v2 are tw hours
from Phil adelphia and five fiom Bo ston; andthat would
apply to the whol 2 state,

If trhere vas o b2 a reional bank at Boston anad Yew
York, but not in Philadelpiaia, then I think Delaware and
Penn sylvania cuzht ¢o come v 0 Few York.

e I think this thi’nc-s}‘brﬁ be borne in mind ail the while

by you gentlemen, that the ré:iofxa.l bank here in thiscity,

ought to Compare favorably «ith existin: banks as to size
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of capi@l and banking povwer, and «ith that in mind,
that the district sh;uld be lage emmugh and include
banks emush so that the capicalization would give it a
predaninant influence.

The lecretary of the Treasury: Fave yo made any
figures as 10 what the capital of che rerfional bank of
Few York would o if it embraced the whole of the State of
New Yok, the northem part of Few .?erse);, and the west-
ern part ofthe state of Cormecticut, that is, that part
of the State west of the Conneeticut River?

1ir. Feporum: Jio, I havenot.

The secraxary of che Ireaswy: Have you riven any
houdht ¢o the division qt thereralmer of the counciy
into districts?

Mr. Fepbum: lone whatever, lonhe whateve, I assuned
that Chicag would be one of the large districes and san
Frandsco anoi her, and New Orleans am ther, and 3t.
Louis, probably. As to the other tearritory, I havs't
civen it any thought or atvention. I have received
many leiters from diffeaent localities, from th2 cities

that would like 1o bedesinaed, but I haven't any
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kngwledge and have made no & a dy oi’ the suwject to make
my opinion of ey value wlhatever,

The secreary of the Trasury: Woull you be good
enoigh, 1Mr. Hepbum, to look into ithat question and
submit, in _nh_e'form of a bri <, your views as to what you
think would be the best division of the countiy ino
a minixpum, fgr inscamce, of eight dist ricts, as required
by the bill, and inwo a larger nunber, if yocu care to
do 80 too; but as 1o the minimun number at least. e
shoulci be ver;r:{.;ad to have yw ¢ive us your views about
that.

Mr. ‘Eepbum; I could do that as 1o the cent ral points;
but as to the territory 1o be inclucded, I would not know
enouzh about the ¢rend of thie business to mé.ké any sugges-
tions I would make valuable vc the commi.ttlee.

The Secretary of the Treaswy: The course of ex~
changces® gy
ir. Kepbum® Yes; £0 af o know vhat would be zm.& con=-
veniemt,

The Secretary of the Treasiry: of course all thes2 su-

gestions are t mtative. The Commities vam s as much
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light as possiblc. 'f-'e shovd particulariy like to

nave your ideas in dore conaete formas to New Yorx
and.New Fnglad, “Yecavse you arespre familiar with
thekdistrict,s here, of course. That could be submitted,
lrr.. fiepbunl, dnr?x.{: ;he tire. the Commitiee is heare or
la:ter.

lir. Fepburn: ,oh., yes; i¢ will bte easy to prepare that;
buv I do know, from the course o f every dg business, and
from personal contact with the representatives of the
baﬁks in .he nid-east, wh& would be nost convenient -
for tiva, and if there vere to be no vederal Reserve dis-
.tri(;t in Philadeslphia, then I amquite suwe 1t would be
convenient for the 3tate of pemsylvania as a whole to
come nae, They do came hae now; cthelr busihess is very
largely here.

The 3Secretary of the Agriculiwrey Fow far Souvh would
you £o?

Mr., repbum: Thy, io Pelavare and Maryland, I think it
is quite worthrour while 0 Ccansider the pioposition of
having ons of thasc ™2deral peserve Bankg in washin < on.

The seerx sy of AgricWliyre: In th & case you would
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make svuihern Pemsylvania cgne down te 1t”

P ¥r. vepbum: Yes I think then Pems:lvania would
come hera, Yushinziuan is npwmuchof a- business center,
and ¢he businets would n@urally come vhis way. Jo
would ¢he business from melaware.

The 3ecrevary of the '.'.‘rasur:,'; Upon ihe assumpiion
that Delaare, Pen glvania, yaryland and the scuthern
part of Yew Jersey were a disvrict, inclvding, of
couse, the District of Columbia -- and 1 say this
is, of course, purely tentative and merely o brin-~
out the point -~ where would you say.ith= headguart s
for that dist¥fict shoul @ located?

Mr. Fepburn® Commacially, it wwld be Philadelphia-
from a cama cial standpoini, wunguestionably. I sym—
pathize with ik 2 pride,-vhe local pride of all these
cities in wamtin: "a rerional bank, but I think chey
would be fust as well off with a branch. y

The Secar Rary of the Ireasury: I was going (o0 aslk
you if you do nov think that is largely a question of
local pride and fiom a real camacialand businessstand-

- poini doesnot ma<s s much diff demnc
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r, megdum: It deesnot makg any diffgence.

The Secretary of the Trasw)y? ¥iina adequate branch-
es thay will b3 all thorniinly served?

Ir. Fepburn: Absplively. I think ifwe did not
nave but one ragional bank Fast of the Allegchenies it
wovldbebatvar. I would like 10 have you gantléemen
in \be inagimiion and candicy of vhis system to prove
couclusgively, as you undubds S’b‘ \.iIi do, th«t a cen=-
tral organizavion or bank is the proper and mp st affect=-
ivinwchinay. That is tha best thing of this wlole
bill, vhet that will be che evolution o f the matzer.

Z‘r}e,:?ecretar;' of .;cdcu.ua; "her ¢ does 12 business
fi@ Sobvh Carclim nomally ¢ o?

Mr. “epbwrnt  doweh Careolina?

Th: feer&xary o f Agriculture: Yeu.-

¥r., vepum: "hy, I chink frem .heir local banks
che majority of them o dp ¢va to o *w York, alihgugh
w22y do consd corable Hu dnsss wivh Mdlsimore. I think
Zelodino Coes rigre winwd Philced-lphia on «he v an
busineul? .

The %“ersw.rrof Jae ra.arr: And Pichmond do®s &
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v large Sguiiern b siness.
Mr. ?epbu;'.-.:" Yas, i‘ticmoné. i3 quit e a baakins ceter.
They .'r;ave a good many 52:&: account s in Ricimond fiom all
over the sou .
The Secre.;a.z‘y vfthe Treasury: Thank you very much,

¥Mr, Fepbum.

STATZ OF MR. P\UT M. YARBURG.
The Secretary of the Treaswy: Mr, Tarburg, will you
be food enoush to state Lriefly for the record your bank-

ing expaience ;md busiuésa'?

Mr. Warburt: L1 hiad ten years of Furopean ba.hkinc busi-
ness. 1 am st.ill a parme' in a European business. I
am a partner cf Yubn, Ioeb & conpany since 1803, the
end o f 1202.

The necretary of the Trecasury: You ‘&ave be:n long in-
cerestedin this matter of cuirency refom?

Mr. Warbrug: Ever since I came here.

a The secr‘er. ayof thé Tre;su:y: Anc have wricten a great

deal on the subject, I balieve, anl you are familiar
with the _pro-visions -o tf the “ederal Reserve Act, of caurse?

Mr. Parburg: I an,

-,
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The sSecrecary of (he Treasury:. You know ihat Jhe Com- >

mittee is chargedwiih (he vy, under this bill, of divid-

2

inz the cguncry ing not 1l es than eight nor more than
12 districts, and of 2statlishing the hsadquarters banks
in each ¢cne of the disiricts?

Xr. Warburs: 28.

The 3ecretary of the Ira@aswy: "e should be very glad
t0 have you ¢ ive us your vieus as 1o wha would be the
best divigion ¢ f the couniry invo .he minimn number,
the .maximun number or an int amediate number, Also,
assuminz thai YewYork Civy it ®lf is shown as headguarters
for th2 Reserve Pank of .bes cunviguous tarivory vo be
servad by tha City. You might dal wivk the last part
of the question first, i1 vou will,

r. Yarburg: I hardly <hink I can answer the last
question withput decalirg wivh Jhasvhola Ic is nov diff s
cul: o provide for ih2 Zast «n adeqilave division. I

acrae withlr., reghurn and Ir. Jonant Jhat  Jhe '..hele

e.8sarn coass vculd babest s~2rvad if we could have one

district aad | Lo Drencies, Qugspat worldnot solve ihe
diobleny, JdxCuie « cheal b Treé wld bs sewn ¢ b2 dipgiriduc-
2€ OV I3 Culaeay. I ae Dge Mag o sfficicat dye-

.1 can Ds C.veloped wulsss zach of ‘hese dis.ricis geis
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v ‘ more appropriav : sarkirg poer sodv »ill always have
o be callinz cuntinuously on vhe vihens, and theaefore

interfering \.i;h‘;.;rjl pulicy in 2ech.o f chese olher dis-

ricts. u1 o Wrols finacial weight is practically
ﬁpo:; <his norchecstern coruers - It is not possible to
retain. only on: “ederal Reserve Rank there, becausethen
;'éu ;-;)uld have w dist ribuce seven others over a very
j'fina.'.cially thin ¢ ':‘r‘iz}sry. ‘You .could not provide ary
d.iBT.Z’iQ. which \.aulé ‘be able to-svand on its own boitom
for aq} lengih of “.."im"é. " Iy conclusion, and I have only
deal: with this :id ¢f i$ in-an offhand way, bec aise 1

: Vha.ve been thinkin:of fwr distri cts, is unless we divide
¢he Tas? inY sevarcl i xricis, that we camoti adequate-
lly deal with the r;l.,;. ddon, I baiave that probably wve

“s.;ll nave v Civide Jhe esstem end invte New REngland,

}Te\# Y.l and Pearvilvania, having three districis, so

B w0 leave uh & remcider of the country for five aisiricts
;ml;.'; di;ridin.;' Chicafp again into two, so ithen there

@ umxl}li bev' ;.}‘;x.e fhci;‘i’c Coat possidbly as one only, because

- oDe. T \.oulc’ nc;'- riw 17 awy voo much banking pover, tak-
;:r' oh 2 no;'-oh.ifn'pg.rz of ilte Pacific Coast andadding
«nai ;o c".—.ié;:,o.‘ Af course yor.. 411 d Lo ver, wam you
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see these people, and discove cheir preference. I think -
Mr. Conamt's opinioa that you wvld no. have a sufficient-
=-- +° 1y stron bank in any om district coul ¢ be covered in
this way, that the country might be divided, for admin-
istrative purposes, into four divisions If the
Govanor woul tace up the question of fovarment bLonds,
gold and:foreign exchaiwces inw his cuntrol, the Vice
Govarmoriwould be'in chargce of e eastern district, which
then would be Penn grlvania, rvew ingland and Few York,
grouping those 'in his stapistics as one, which would give
iia gcrater power; tie.third man would be in charge of
the Souiern. comer,  vhe fourth of the nortiwest, and
R ot .he fifthofithe Pacific Coast. . That woull leave the
Chairman, who vwas net in chafce of any particul & end,
but is the Chaman.of the Board in general, and the
Comptroller of the Currency in chage of swpea vision,
Naturally it will werkous il & way -- very likely the
Pederal Board will be divided into four parts. 2f you
-vhén take.the three easvem cities as one division, the
Two soudarn cities, th& is 19 say St. Louis and New 6 |
Orleans as the second, and Chicago, with a second dis-

- trict there on the P ific Coast, and let us say the
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Ohio and Indiana district as & second there, tie Ifourth
district woula be Californiz, which wery likely would
anyhow be a thing by itself =rd toke care of itsell nost
of the time; I believe that in that way rrobebly it
pguld be porkqd out.tbap way so that, the interest rates

would probably be the sare in the three eastern districts,

.. generally the sae in the southern corner, and the north-

west I believe could be taken care of by onc rate:too.

The Secretary.of the Treasury: Srecifically, Ir.
Vorburg, what would you say should be embraced in the
district of llev York?

?he Secretary of Agriculture: He sugresied three dis-
tricts.. £

.xr, Varburg: I haven't figured that out to a fine
point, I would sey either New York and lew Jersey and,
as lir, Hepburn suggested, Connecticut, or northern lew
Jersey with Hew York. Then, tkere would be Ilewr England
taking all the northern part, including !lzine. Then
there vould be Penusylvania, with lleryland, Delauirc and
the District of Colurbia. But that would only work in
cases whgre yoq_ggoqp-ghe three together before they

would be all grouped into the general districte. The
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East together would make 2 sirorg showing, sn far ae -
the Reserve bank is concerned.
The Secretary of the Treasury: ¥Would you be willing
to submit your viewe in concrete fora in the shape of a
brief showing the figures for the division of tne terri-
tory, some time during the sitting of the Committee?
Mr. Warburg: It is an almost impossible task to de-
termine --
The Secretary of the Treasury: It would be purely ten-
“tative. .
Mr. Warburg: We heve only the etetiet16£ =g we have
received them in the printed reports. I personally
have no way of discovering, ior instance, wnetner Oregon
would rather be included with San Francisco or in the
systea le=ading tow=ard Cnicago. I could work out sever-
al tentakive eche:es;
The Secretary of the Treasury: Of course it would be
purely tent=ative,
The Secretary of Agriculture: Just as you see the move- e

ments,
Mr, Varburg: I would be very glad to do that,
The Secretary of Agriculture: Wou suggested that there
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Mr. Tarburmr: Yes.

The cecretary of foricvliuie: And how woull . vu serve

"this g utheastern ¢ ctign in that way?

Hr. Yarburg: Jl., Jouls would Take care of the middle

South and New Orlsans th=2 South, Thatv it comp ara.t.ivel&

“‘éasy to froup thaose to- Xher,

The Secretary of the ™ a:»m:y: "h e woul d yo.u puf.
Florida, Ceorgda aad s?u;},. _cq_rolina‘.{ : E:

Mr. Tarburg: 7izth ¥eu orlaans, 'I’.x.. depencs on iocal
considerations which will have ©w be di.c u.ve‘r‘ec.i, 2

The Jecretaryof M;;ricrltzure; "ould not that probably
change the course of cam cial transaciipons , if you were
v0 make them 7o west to ;fe\- orle ans?

Mr. Warburz: Tho= arne ths local poini § vrat 1 'c;buld
nox po ssibly lnow from here,
Zhe decrmary of & riculiure:  You d9 hct ‘.:nc'-:.'from

.

hae?

r. Yararp: Unlese I went iher s end asked }';u estions,
The secretary of the Tre auly: - of ol rea in any sy es~

tion you micht make, you wouldhavs 10 d.psad vpon such

statistics as were available, ¢id "% would be based

fully on that. The pumose of trhe Commiivee in having
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these local sitiings is to develop the lgCol color. e
hope to be very nuchbatt e informed as a result of this
investigation at the end of 1t than we are now,

Mr. Warburg: At that time it would be easier for us to
giw any cdvice, because then we would know the facts,
w«hich we do not now know.

The Secr&ary of the Ireasury: We are very much obliged,

Mr. Warburg.

STATE OF ALEYANDIR J. FEMPEILI.

The Secrecary of the Treasury: Will you be good emmuh,
Mr. Femphill, to state briefly your banking e;periem. and
what position you now o ccwpy?

Mr. Eemphill: I entered “he Guaranty Trust Company in
1905, asVice President, aundbecane president: inl909,

That is my bankins exp siemce, which dates from 1905,
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The Secretary of the Treasury: Previous to that time,
you of course had- been engaged in business?

Mr, Hemphill: Yes.-

The Secretary of the Treasury:! And you had a general
knovledge of business and commercial tran séctions and
exchanges, relating to %he barnking situation in New York
ah‘d the easten part of the country”

Ir. Hamphill: Generally.

The Secretary of ‘he Treasury: Mr. Hemphill, you have
heard the question *hat we are asking all of the 'vimeéses.
i1l you give us vour views about the division of the
'country into districts, more particularly‘witl'x reference
to the eastern parti of ‘.L"u? country?

Mr. Hemphill: Let me say gererally that T came here
really %o get instruction. T did not think thzt T was
gcing to be asked % give zny evidence or direct testi-

mony. T have not Ziven a great deal of ‘thought to the

‘matter. The ornly thought that T had was tha* we should

have, as !Mr. Jonan®t pcints out, a bank of such sirong
resources, such banking power as to commend the respect

of our foreign banks, _apd also %0 give to *he agricultural

resources a nd *he commercial resources adewua‘e pover in
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times of any particular siress. ¥ew York, it seems ‘0 me, -
ghouid have a bank of sufficient banking powers to command
that respect.

The Secretary of the Treasury: Have &ou made any
figures at all about the terri<ory that bank should have,
upon the assump4ion that any particular disirict should
be served by it.

Mr. Hemphill: Tt has alwa’s occurred %o me that as
matters are conducted now generally, New msiand with
¥ew York and New Jersey and paris of Pennsylvania. or
course, in commercial transactions the sou‘h depends very
largely upon New York. Almost all of its crop moving is
done through New York, Take my ins®itulion and it haridloa.
T suprose, probably one-half of tle ciop moving of the cotlton
states and‘ thg are more or less dep snden® on ¥ew York, as
matters now are. T think Mr. Warburg gave the most .
luminous idea as to how the country might be divided, o
as % give the regions the strength they should have.
Assuming “hat eight is the least number, it is going .to be

rather difficult %to apportion the teritory & that =ach

one shall have the adequate stra:sth;
~ The Secretary of the Treasury: Tf vou divide the country
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into eight districts and vou establish eight Federal

Reserve Banks, and assuming 2gain that.those have.in *umn
branches in 211 the important cities in the differen*

di stricts, would not the course of exchanges be in a vey
considerable measure facilitated, rather than the reverse”

Let us take Yew ™gland. Assume that there is a Federal

" Reserve Eank at Doston and that there is another one in

New York, and assuming zgain that some of the territory --
the New England territory which you think ought properly
to come to New York, was embraced in the ¥ew Fngland
di strict and had to carry on its operations through
Boston, Boston again in turm would be a clearing house,
to speak, and the exchenge bét\'leex Zoston and New York
would be very easy. .They would be facilitated by the
arrangement. Now, assuming those premises %o be correct,
would rou do any (reat violence ‘o the course of commer=-
cial transactions in, we will say -~ take an extreme case--
the western half qif connecticui, even if it were incorpor-
ated into the Boston distirict or ‘.he Yew HEngland.

Mr. Hemphill: That readjustment would be largely so
experimental that you.could not tell un%til i%{ had beean in

practice some little while. T think the readjustment
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would tend o some slight differences and mathods cf dding
business.

The Secretary of the Treasury: And inconveniences?

Mr. Hemphill: Yes, sir.

The Secretary of Agriculture: To what extent? Do I
underst?nd vou *hink that as a practical proposition there
would probably nae to be three districts in this north-
eastern section?

Mr. Hemphill: T agree witkh Mr. Varburg on that, that
in order %o give each 'b.énk adequate banking power -- .-

The Secretary of the Treasury: Vith ample resources,
you mean by power? -

Mr. MYempnill: Ample resources, yes.

The Secr zstary of Agriculture: Then in general, that
his suggestions as to Lhe dis:ﬂcta .-

Mr. HYemphill: Yes, T agree in that. The Pacific 30§$,
of course, is one. T have alwaé;s thought Yew Orlieans ila
another. |

The Secretary of Agriculture:! ¥hat would' yvou do with
the territory, for instance, from South Ja;'oliua to
Virginia armd Georgia and Florida to Louisiana?

Mr. Hemphiil: They would have -- if there was a
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Feéa.‘-ve Zank established “in ";-;shin;;‘;on, i+t seems 0 me
tha't “hat would probabiy be the source tha*t the would
have. LEin i

The Secretary of .igr;culture: That would male four

then. A .

“r. Hemphill: That would make four.

The Secretar;;,‘ of the Treasurv: ”'"-"here"»vould 70U pu
the o*her four in this instance, 1r. Herphill?

r. Hemphill: Jhicago, St. Iouis, Yew Orleans, San
“ancisco am nhave one bank in the nerthwest.

'The Secretary of the Treasury: That is just a general
idea and not tased upon any calcuiations. :

ltr.. Hemphill: Yot based on any figures at all;'
just wha: seaned “0 be a matter of convenience, wore than
the ga:l;xermg of the "esoﬁfces. T think that we will
have o go in just as you have 1.nd1'éatec1, ‘in%0 a compil-
ation of statistics “0 demonstrate Jus.: vhat would be “he
strength. ;

The Secretary of Agrilculsure: Do vou think there
v;ould Le special ;)bjection Lo ﬁavmg Lo hanks as close

as Phil adelphia and Tashington and Yev York? Th-ee, that

would ma ke.
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Mr, Hempnill: T should =0t thirk *here would be any
grezt objection to that. Of course, what "'2 prefer is
to have cne of the strong banks with the branches.

The Secretary of Ag*iculture:' Fut thedifficulty in tke
way is the one that you suggest.

Mr. Hemphill: Ves.

The Secretary of the Treasury: All of these Rescrve
Banks, r. Herphill, ixpon the basis of si~ per cent sub-
scription -- that i{s, six per cent of the'capital stock
and surplus of the tanks, would have more than § hundred
millions of combined capital. Yow, if tliey were limited
to eight, you would get some fzirly strong banke, assuming
that there could be a reasonable division or. the country
into districts, 80 tlhat the capital would have reiation,
of course, to ‘he needs of the othe districts. Tould
you not get vey gocd banks under “hat plan.

Mr. Hemphill: Vell, @at does not appeal Lo me as bdng
so exceedingly strong, if you divide up even the hundred
millions into eight path. 3 Of course, cne bank in one
region, we will say, with tvelve -or fiftecen millions of
resources, would n0s:ibly have all *he s‘rength remuired

for that rarticular region.
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The Secretary of the Treasairy: tlzt .:r exactly the 6:1irc%

Mr. Hemphill: 3But if you applied it vhough %o ‘anot her
region like the region around Yew York, <“hat would be an
exceedingly limited bank.

The Secretary of the Treasury: Of course, ‘hose are the
factors that the commi“tee have got to consider, the
relation of theczpital to the different Cistricts and that
in tum has a vey direct -elation, beczuse it is all based-=-
the subscriptions %o the Reserve Banks are based, of. :
course, upon thg capital and surplus of banks within.a
given district, so T say they hwe relation anyvay to thve
banking capital. YNow, we are proceedin_.g aitogethe; z;o far
upon the assumption of only Y¥National b-anks and that 'tl;ey
only are 2o0ing irn%to the system. of cou‘v'se_, state 'bax.zks'
and “rust companies %0 a large extent should come in%o
the system aad the sirength of the banks in the system '.
would be corregpondingly greater.

Mr. Hemphill: §ome of the limitations 1in the bill,
while the seem to be liberzl, vet as applied_ ‘o Yew York
are 80 =mall that‘t_hey may keeg some of.the ba,nka o.u: of
'cﬁe syeten.

The Secretary of e Treasury: "hat are *hose prin-
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cipally?
r. Henmphill:  The limitations 02 acceptances and

discounts ard so on.

STATEMENT OF ALBERT H. “IGGIN,

The Secretary of the Treasury: Mr. Viggin, w#ill you be
good enough to state your banking connections and exper-
ience.

Mr. Wiggin: T have been in the employ ¢ £ National
banks the grezter part of my business life, from 1885 %o
1899, in Eoston, alil of that ‘ime in National banks, except
three years, from 1899 ‘o0 the present date in Vational
banks in Yew York. .

The Secretary of the Treasury: You are now President -
of the ‘hase National Eank?

Mr. "iggin: President of the Chase Yational Eank.

The Secretary of the Treasury: You are familiar with
this Federzl Reserve Act, are you not?

Mr. Tiggin:‘ T have read. it a number of times.

The Secretary of the Treasury: You, of course, know
what the problem is the commit<ee has %0 deal with?

i, Tiggin: Yes.
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"The Seé-etary of the Treasurv: - ®he division of the "=
countiry in“o not less *han eight-or more than twelve
Federdl Resarve districts, and the esiablishment of a

fed'eral Reserve Eank in eath. Ve shall be glad to have you

zive us vour views as to Azt territory should be made

contiguous %0 the Federal Resérve Bark in New York, if one

“should be esiz blished’ in iHis city, =nd uwpon ‘he a ssump-

tion thi there are eight Tederal Reserve Barks, we will "~
say, ia ‘he’couniry. * Te will txke the minimum to begin’
oo 7 e o : : T S
Mr. Tiggin: Vell, as T uncersta nd it, the a dvamtage
of & home office ba nk over a bra nch bark is purely one
-of local pride, so that 4t is no* rezlly important whaeTher

th‘e%:i‘.y h-8 “he hone office or *he branch office, as. far

as resulie go. T think in’ det »rmining *he docility of ‘the

rescrve banks, on the theory that thére will be eight, »
there are threec things %0 be considered: First, the
currents of exchange. Saecord, the distance, and third,
+he necessity of ha ving sufficizat capital %o handle the
business in a particular ciiy o- section. T think that
your records in your Joupiroller's office will be reszlly

the best besis for det ~ 2ai.ing. They show clearly the
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gur~entsg of execli: e dnd the %“c-ritory that each reserve

city covers. The records of ‘he Compiroller's office are
very clea» :md distinct, as indicating that your central
rese~ve cities are ordinarily -- are a pparently natural
locations for three reserve banks, because their business
has been built up a nd grown as a result of currents of
exchange %toward those cities. Those three central reserve
‘cities are Vew York, Chicago = nd St. Touis. Now, When
it comes %o the addi tional number, proceeding on the
theory that there will be eight, we must have one on the
Pacific slope; we must have one in the south; we mus*® have
one somewhere between Chicage add the Picific slope %0 the
north, znd one somewhere between Chicago a nd the Pacific
lope, further south. T assume that the next one will
probably be in the middle east. Th:t is, between Chicago

and the Atlantic Ocean.
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.. i 4 q' & i
Y The Secretary of the Treasury: Heve vcu any srecific

‘cities in veur n.ind? :

4 e

" My '\'-‘iggin: TR think vour errcintrent of Faderal
Reserve "Ager.'ts' wifl cover the.t better than anvthing elss ,
The Sscretary of the Treasurv. In that ccnnegtion I

- should like tc ask vcu this questicn, how far the exchang-

.

.. @8 ‘with these reeetve and central reaerve .citiesare in-

dicatiye of trs nor:_al trend. ot business and counierce?

> -
- & '.

Potin aak thet for tria reason: Bong of.the reseryve-aities

l‘ > '

hold cut vary bie 1nterest :&tes for the depdsits of cocun-

2 try ba.nka. Others hold out less inddcements of that char-
acter. Ncw in view of the yery high interest rete offered
by -on.e of thase :eserve beoks .te the gountry. banks, to

: vwhet extent d.o thoae figures rerresent the normal-course

'of 'busineas a.nd. exchange? S N A

- .
-

l(r. ?i:nn.‘ : I t‘xink the figures represent the normal

oourse of businen. 'rhere ere sope excerticms..

‘rhs Sec*etary of the Treasurva' You: think, 4o vou, thet
> ; the ng‘urca of.tre ch"t:oller 8-o0ffice 'coifld be.géneral-
ly reiied groq 28, quite. irdicative of* the -general trend
of business, couserce and exchrsge?. .. ¢ °

Ky, ¥iggint I thirnk so There is only one excertion’
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~-that you must lock out'for, as:I‘'undarstand it, as btusiress
will be drawn off in certain citfés. as the result of
. fre€ c¢ollection of checks. . THoss oities have conitracted

~-balances that.zre mot actual belances, but balaxces in

- . -

figures only.
- The Secretarv .of the Treasury: That 4nfluende, as well

~ . &8 -the rate of interest raid, doss. not rerresent the nornal

.- o 2%
. - -

‘‘course -of tramsactions.-
i Mr. Wiggin: ,There may be. some rlaces where the rate of
‘. interest has .affeoted-it, but .I do not harren to have these
~xz%: in wind. : -The only thing I have in :mpd {o thigrother
artificial LEAnS . 2 a i O g Yo

-2 , The Secretary of the Treasury: .Get.t.i.n‘g b.a‘ck.to. the Yew
<.~ York District, .and 'r.roceadzin'g on .th_e_ _aéa.pl;_pti_on that there
ware to be a minimum of eight banl;g_,-—, Abec.e'mse we .m}xst
I - have -soue .assunption uron which to base .an ox;'in?..on_-- whet
would vou.say would te a »hqmogqnc\;l ,;and arrror:iate_ =
-: . §erritory to be serveq. by & bank.in the city of New York?
-2+ My -Viggin:. .I_.nhoum surrose you tould__wa.nt New E_ng-
... land, New York, New Jersey, _Delaware and Pennaylvania.

The Sescretary of the Trea.sury.rl You would not have

e .. - "y o

.- .8 Taserve bank then in Boeton, on your tbeory.
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_ Mr. Wigzin: I shculd have no objection to iti I should
surrose that a2 branch would serve just as well,

The Scorstiry of the Treasurv: I£ vou should consolidate

e ir cne benk &s .ruch of thée.workins carital of the country

L4

as,;a rerresented by the states veu have mentioned, you

would not hgve encugh to go around, madng the rest of the

country, wculd vou?t -

..kr, Wicgint Oh, I-Be2, - 1 am taking into consideratiocn

the carital thet the bank in New York nuet have to handle

ite business, the kind of tueiness that is cutlined in

the law, ir conrariscn with other institutions. You

. gust rezerter that you have two_§§§,QQQJQQO berks in New

_!o;k City, and while I ar .not ‘dafinite in my figurss, if

_you téke in &1l that .tarritory you are not gatiing over

L ,330,000 000'0 . . i s

Digitized for FRASER
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The Secretary of the Treasury: On thes basis of eix raer
. .

cent vou wculd have asbout *50,000,000 capital..

Mr. Wiggin: Taking in that territery?

The Sacretary of the Treesury: Yea.
.The Sescretary of Asriculture: On ths basis of three rer
cent?

The Becretary cof the Treasury: U:dar the Act three rer
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cent will be called in six menths; ©but the rsmainis=f is
subject to.the call of the Reserve Eozrd. Tharafore we
. my3t- &3sunpe- that’ those bénks have & carital aﬁﬁject to a
.- .-cald:of 8ix rér cent. Tiet would-consclideste into one
wow1s-~n -D&DKain Far:¥ork:helf tné availebls ceritel of the whcle
. e B fs&srsl Resarve System. .bZnifestlv that would leave too
.-little to.be divided amorg ths other banks which, under
the law, the Committse must esteblish, Now assuming
e - th&t k=t division cculd not -be meds, and that the tarri-
: - story to bs sarvad by & ba.k in 'the .City 'of New York must
el pe_wsry_largsly reducei; * whet would ycu say was the
» . minimur- territory .that cught to be incorporated into this
SR 23 T e e TR S g -
- ¥r. Tigrint I shonld think dhat $35,000,000, 2t 3 per
cent, weould be abeut veur kinirtm. ~ - 1 ak working it
cut beckwards, vou undsratand. As far as-pileage goes,
you are well within bounds. You ars not cbvering fhe ter-
titory. that must necassaiily be covered by Denver end
scme other-city further wedt. £s far &3 tha ceritel
is conc:rned; “vcu heve ret to hive & ti:z caritel
. --~ -to do :thy business:tict .coi-23 to tials ‘city.

The Sescretary of the Trzasuryv: Vhat wou1d~you'think of

.- 5 -
~ - . »
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- tb2 sug-eaticn of lr. Finé and Pr. Perturn thet this dis-

.-

trict mi-ht ar'rcrrizital‘y cousist cf th: State cf Few

York, the Kortharn rart of Izw Jersey and ths Tastarn part

o 4 @ orls g o &

of OGonzecticut.
. ' . a-ll 2 i' . R » . . .-
Br. Wiggin: It 'is / Fight es fér ss nileige goes, and

&s fer as the currznt cf cxchance zces, but cf course the

instituticn wculd nscessarily be & arall ore if 'it covers

e - . R . o

no' rore thein thet territorv.

The Secietary of the Treasurv: Feve vou an idea what

& v

its cerital would be?
4 © Mr, !'iggi:: I Have reot thos> tovns end thet caritaliza-
tion, but it certzinly would ret be over 15,000,000,
The Sscfd‘te.ry of: tre fréas;;ry: LTS | .th’ink it weuld be
larger ‘then that. . ' ' A
The Secretary 'of. ‘A’gri-::ulture: Thet is besed cn sg rer
cent or on ‘thgee per cant? .
Mr. l‘iggin: Ezsed on three rer cé'nt P
“The Seoretaryof tns Treasury: 1 s fizuring 1t oa
> 8ix r‘bf ?éah't. ~Yeu hevs :ct to ‘::‘ig{z"rsifi": on "the hl}ﬁ.;te
capital, beceuss the rhecle 3ix rer ¢ ’.t is"éutjéct t0
éau, end I iregirs that eny sutscribgr whc ccres irnte
the system will be gocd for trs full epount of the €a1l
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that will ultirmately be made uror him. 8c I think we
may figure that we have available six rar cent of the cap-
ital and surrlus of the sutecridbirg barks as the capital-
ization that is availalls.

Mr. Wiggin: That is svajlatle, but that will not be

the working carital.
» N

The Secrstary ol the Treasury: That depand§ on whethsr
it is called or not. If it anould ta2 calied, you will
have it.

Mr. Wiggin: Yes.

.

The Secretary. of the Treasury: It is a reseource, in

-other words, something to which resort may be had at

Digitized for FRASER

any tine; and I';hink in s2%ting ur the system here we

have got to keep that in our rinds. Ye zre ruch obliged %o
sou. -
STATEMENT OF CEORCE X. LA HOFTE.

The Secretary of the Treasuty: Ur. lakents, will you
be gecod enouzh to stats rhat péeition vou now occug;".
and what ycur banking expariance has teen{
-~ Mr, LaMonte: I am the Cornissicner of'rankipg aﬁd In-
surance of the State cf lNew Jaresey; and 1 ar. tha Vice

President of the First Natiohal Eank of Bound Erook,

New Jersey.
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o T
he Becretirv of thz Treasurv:. You know the rretlem

féolnz the Ocorittse? | .

¥r. Lelcrte: Yes. i g

Tke Sscratary cf the Tra=sury: Ths divisicn of ths
¢cuttr? into diatricts,” nct less than eight and not nmore
thei twelve?

hr. Lalcrnte: Yes. i

he Secratzry of the Treazsury: Ve shall be very g#ai to
have veur view, u-cn thy.zssucrticn of the establisﬁgent
¢l the rizimur nmuabt:r of banke.. "hei 1 say ths rvini-
rur nucter, I 40 not msen to indicete by that tast ;hé_

Coirittz2 have cor2 to &ry corclusicn,. because they have
nct, lut w2 pust have scms ésswrrticn to bese the questicn
urer. Uron the zssurrticn of tha estah{iah:ept cf :
th2 rinirur nurtsr, =ih:t Tovld veu sty stould te done
itk Uew Jereey uncer thcse circurstances?

Lr. Lellonte: Of course zv ifess ars vary lecczl env-
hew i: this coriectiern. Witk sisht, I should think
Tax Jaresy - cvid inavitetly heve to coie tp, I'aw. York,
zsBuRds thet tharé mewid be &n irstitution ix Jaw Yerk

Cfty ¢

- Tz22 Seeoratiry of tie Treeasury: Do vcou r.2en the whcle
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State of New Jersey?

Mr. LaMonte: If the country was divided ur into only eight
divisions - and I assume you will propebly start with the
smallest number of units, becaussz it is easy enocugh to'
expand -- there would not te enouch Ezstern units to
rut New Jersey anvwhere eslse, I rresure New England would
be sufficient to itsz21f as it g2nsraliy has bean; and
then if vcu cams to New York, I hardly see how wou could
make another break at Philadelrhia.

The Secretary of the Treasury: Would not the scuthern prart
of New Jersey more arrrcrriatelv be inccrrcrated into a
district of vhich Penusvlvaria sheuld har-en to be a part?

Mr. LaMonte: The Soutrhzrr rart of Vaw Jersey goes to

Philadelrhia. It does not o tc any other rért of
Pennsvivaniea. I valievs it would be rore convenient

and more for the trend cf trade, if thare was a rlace in
Philadelirhia, but I 4o not sz2 how thare could be with on-

ly eizht banks. I thirk VNaw Jersey would naturally have

t0 come north to lew Yeork.
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The Sscretary of the Treasury: Yhat is your theory as
to what shculd be er“reced in ths YVew York,District?
I say the New York District uronrthe assumrtion that a

org/
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Fedsrzl Reserve Bank is t0 b2 established in New York

City; ~hat contigucus territory ought to be attached to
Ieaw Yerk City, ocutside of Few Jersey,

#r, Laliornte: I should rresume all of Vew York State,
unlees roesibly Rochestsr, Eu'?alc ard those cities ovt
thare zight o sonswhets éla;; but I presume tkLey would

rra2fer to cecre tc Vew York.

Ths fecretery €f thé Tiéaeﬁriﬁ' What about Cpnnecticqp?.-

Kr, Leicits: I think Mr. Perburn'a rugzestion ¢f Son=-
necticrn, -i8 ‘tha-natural sug,esticn, that the graater
rert of Cemxscticut, 11 fhie eide of the Connacticut

-

River, wouid cocuws to New York,

Ths Sa3corstary of Agriculture: ind 21l of Pénnsylvania?_

¥r, LaL*nts:. { barily thipnk 2ll o‘ Fenﬂsylvania. I
think Pazmsvivania West of Fitta urgh vculd rrovebly gc
furthsr wast, cut 1 zake that statement wi‘hcut serioue
trhocught urcn the subject. ' |

The Ssoratary of ehe Treasur?:’ YoﬁlbaQe not mede any
caraful study, have vou, of thes fizures as tc the pagk-
ing carital availeble in these different a;cfiﬁgs ?f the

cuntre? 2

Rr.-L;Kg§fe; e, 1 havs.not..
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Trhe Secrastarv ¢f the Treasury: As to what 'arrortionment

shculd be naie. o O

¥r, Lelcente: lNo. I have had a'mind 'tc do 8o, but 1
bave not dond it. ; - o3

The Bescretary of the Treasury: .Jculd you be good encugh
to consider thit, and givs the Committee the benefit of
vcur sugz-2eticns at any time within the next wesk or
ten “aye, sutritting them in writing, if you will.

lr, Lakcate: VYes.

T=2 Ba2cxzz2tary of the Treasury: You might take a map -
and cive us vour sugrestions.

Kr. LeMorte: 1 have gone so far as to have a map. -1
havs ziven it sor's theucht, but I should like to give it
further theusht. ' ' R i

Th: Escretary of the Treasury: Ve shall be very glaﬁ to
heer frei veou.  Thank vou very much.

ST/ TZMEI'T OF JAMES C. CANNON.

Tae Secretearv of the Treasury: Mr. Cannon, will you
t2 zocd encuch to give the Connittee.sonme idea-ofryour
tankizg exrarisrce and vcur rresent connections.

Kr. Can.on: I am Presidant of the Fourth National Bank.

I heve be2n in the banking businese here in Few York -

http://fraser.stlouisfed.org/
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since I was sixtean vears cold, in various instituticns in
texn,
' Tke Sscrstary of the Treasury: Are vou familiar with the
naw Faders; Reserve Sc;? . :

Kr.ACan:on: .Ves; A

The SeCrsfary cf the Treasury: VYcu know the rroblem that
is confroanting tiia chzittea, étcut tke division of:the
ccurtry inte disfri*ta. nct les=s thar eicht nor more than
tﬁslve. \e shzll be vary gl?f if rou will ~ive ug.yqur
views &e to how t*et divisicn ray *est te :Qd with refer-
snce esrecially to New Verk arnd ths rest of the country.

kr. Caaner: Iy 83:re tc re that tha iurcrtant roint
tc ke cc:sid;red is tbailccating of Fedéral Reserve Banks
sc that thsir 1nd1viddal uert 2rs can corrunicate with
. Jhei 1tuin th2 fi®tsen hovrs which corstituts the ncrnal
r&iling tire ~hich elé's=s tatwesn the cloeinq_cnd cren-

ing of ba;xe. 1 think tizt is cne of the things I

- Cozzunications =ill te effectad 2lrost exclusively

ty rzil or sxrress, :r.? th

(4

rsfers tra location of the

2
” .

Rssarve Earks shculd, iz cv juicwent, be decided largely

vith yefererce to their accessitility -+ these n2zns, as
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w3ll &s the aggeregate cf cerital tc be errlerad. I2 ths

Corrittae are ~uided ty tkie prrircirls, thay will no dcutt
te ctlized to rlace rore reserve benks west of the Niss-
isgi-ri Rivar than the relative size of th2 cities in
that tzzzlfpry would ss2m to justify, The necessity for
thie lies in th2 fzct that ths train ssrvice we enjov in
the eest is bettar than in certain sactions of the

- west &nd nggp waich, 4n conjunction with the great dis-
tences to be covared, wculd make the esteblishzent of rela-
tively rore ressrve banksthsre szec 1mrc;tant. I do
not believe that the majority of country banks, ir the
selection of their city corresronients, ;ive very seri-
cus ccnsideration to the comrerciel imrortance of the
cities with vhich thay ars dealing. The messure cf the
ccurercicl irrorteénce of a2 city, froz ths standroint of
the bearks, is ir th2 arcunt of ingividual and rsrcan-
tils “3-csite &nd othar tenking transactioans, and nect

~ ,

sutivaely in thes arount cf luaigens traneacted with thex
L other Racke. 1 t:ink thet is cne of the questicus
thct veur Coi: itt22 wert tc have tafore yéu o = & 8O0 TLR
telievs ths ccw.try barke zivs vary mack ccmsidsriétion
t¢ th: cenmiarcial imrortimce.
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"The:a cre I_tslieve cne Fadzral Fes=rve Qark locate?

‘The Secretgry of the Treacdry: It is 2 é&éﬂtiéﬁiqﬁ_gggs
féé&&}tf_gﬁsglf!;po gé;@e;.from what'SQEEEQ'iE 6o;éé;.

'Ef;‘tahncn: ?é§, e.queetion of the'facilitv itssl,
The realitest.o’4 he rel&‘icn of a City bank to a‘ée;tain

dist*iﬂt ‘e, o- couree, the. volume of’ mercanti;e tranﬁ:

.- > 4
- . oe
.

actic“e cf tha+ citv ritq the surrounaing ccuntry.

.

B

-

. . ' .

in "3 York-City covld adequately sirve the stetes of

'"Len ch&, Few Jevsov end the weetern nalf o’ Conrecuicut,

Digitized for FRASER
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end thet rert of Penrsythnia ihich lies eaet 6< Altqoqg,

s ve *
3a s y v -

which trancheo locaged at desirable pcints and I have

takan ths liherty of..cutIinfng this on a nar which I haye
with we. I &g_qiu ly wiving new ny sugzéstioh.
E The Corx ritte e will undotl ttedly Ye- prosented witn

strong ar-u&euts for tb: eﬁtab; aruent of reser’e ban?e -

in other cities of. tnie territo*y, oif 1f to0 many are‘

rl&cod 1n the E:st, -8 prerer equilib*ium could net oe pre- .

|.'

uervsd.and sncugh laft to eserve 4thz remainder of the
Urited Stetes, = There are few tenks which ere not

ur.Zer the lﬁ-hour time limit docessibls to New York City .

-
- o -,

in tafs tsrrlto;y, while. tie Aomrercial dﬂ&in&ustriél re- .
eIDX ikt < ‘s it SAT

~ - . -
. it 99 Sy ANy BT .

'
-
v
'

’
S e 2l

L5

.
-
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lations are more in favor:of New York than of any of

the othar cities in the territory. If separate banks
were rlaced in othsr cities, their status would be the
same; and yet the necrber banks -in New York City must,
under the new law, ne2intain an 29’23; cent reserve,
while similar institutions, if established outside, would
only te required to keer a &E_rsr cent reserve, as ] un-
derstand it, unless that ie changed by the Federal Reserve
Board in Washington, bring them -all up to Qg_per.cent.
That is a matter I should like to suggest. - - 1 suppose _
you have talked this over a great deal, on that line. Pro-
@®ided two cities in this district.l have outlined h;d a
Fedsral Reserve Bank in competition for the =ame business,
as they would be in many irnstances, the one would have a
distinct advantage over the other, if one had a 15 per
cent. reserve and the other an 18 rer cent ressrve.

I wculd not include the balance of New England in the
New York District, as Eoston serves and maintains rela-
tions with New Hampshire and Maine far more extensi§517
than does lNew York. Likewise ccmrunication bet-e;n Eos-
ton and cther New England States is much quicksr and more

converient than with New York.  Certain sections of Ver-
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g’
mont, Massaechusetts =nd Connecticut, bowever, are more
accessible ‘€6 New York thean to Loston, and the trend of
business is in ibis direction, snd that is why I have
included thexn in the ﬁew,York District.

I have taken the liberty of rreparing a table
showing the tize of the mail leaving New York at 6 o'clock
and arriving at various.clties, wnich I shall be very
glad to submit. :

The Secretary of the Tregeury: We ehall be glad to‘
have you subait that,

Mr. Cannon: This shows the mailing tize in New York
at 6 P.M. and the time of arrival, the mailing time in
PLiladelphia at 6 P. M. and the time of arrival, and , -
the mailing time at Eoston at 6 P.M. and the time of-
arrival.

The statément is as {ollows:

Federal Reserve Bank of St. Louis
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dailed
Yajled In N.Y., ideiled in in Eostown
6 P.M, Phila. 6 P.M. 6 P.NM.
ARRIVFS ARRIVES ARRIVES
Rochester, N.Y. 5:18 A M,
Ogdensburg, N;Y. 8:40 AN,
Plattsburgh, V.Y. 5:35 f.M.
Olean, N.Y. 6:33 AU,
Burlington, Vt. 4:35 A .M. 4:35 ALM.
Newport, Vt. 6:35 P.M. 5;30 P«
Bennington, Vt. 1:20 AL, 8:55 2 .U,
New Haven, Conn. *10:30 P.M. 4;33 A,
Hartford, Conn. 13:47 A. M. 3:37 A.M.
Springfield, Maess. 1:30 A 4. ¢ 2130 AU,
Greenfield, Mass. 5:57 A M. 3:50 A.M.
Tyrone, Pa. 5:09 .M. 3:53 AU,
Altoona, Pa. 5:33 2.4, 4:17 AU,
Sayre, Pa. 3:33 A M, 3:43 A M.
Scranton, Pa, 1:06 A.M. 6:08 A.M.
Easton, Pa. *10:18 P.MK. 3:59 A.M.
Hazleton, Pa. 6:43 A.M. 5:45 AU,
Lock Haven, Pa. 6:30 A.M. 2:40 A M.

* lleans sane day.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



oy 88

‘ib , ] T:2 Secratary of ths Treasury:s Accessibility sezms to

ir. Canrorn: VYes, accessibility is a decided facter,
bacauss the Fadarel Resarve Fanks are: to act as & clsarinz

hcys:s for the ccuntry to & certzin extent.

v
. Tr2 Sacretery of the Treasury: And for the issue of
currsncy?
Xr. Canron: Yes.,
The S:cratarr of tha Treasury: It is very icportant.
xr. Carron: Yes.
Then asothar roirt that I think has zot to be corsidsr-
ed is this. I think Section 4 of the Act reads that each
Faldsrzl Reserva District is to be 4dividad into three divi-
€icne cr crours, tius raking is rossible fecr diractors
of clcsaes A, E and C to ccae frcn esch group.
hs Sacretery of the Treasury: The tankeare groured.
Mr. Cen.cn: Yss,
Ths Secretery of the Trezsurv: Orcured with resract to
& cepritel. .
{ kLr. Capnnon: Yes.
5 The Secratary of the Trecsury: That is the sueil banks
e _t__‘or iZstiace are grourad, and ihsy salect one director,
Digitized for FRASER

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



Digitized for FRASER

http://fraser.stlouisfed.org/ ; : :
Federal Reserve Bank of St. Louis Ry AR SR D S i iR A e T reR

eénd ths intermediate baﬁks: pr banks of m;A1um capital in
another grour, an< the banks of the laféeét carital in
encthﬁr greur?

¥r. Czn-on: Yas,

The Sacratery gi +az Treasury: 8o that each class of
tarks ..y b2 2s3urad a rerrazsentation on the Eoard of
Dirsctcra?

-

Lr. C‘nzon: 2s. The district whiéh | héve Just ocut-
lizéd crvld bs divided intec first New York, second the State
cf Pen;qvlvaria, tha sntirs State of Ne; Jersey and the
reccirziz. —<crticie of tps othar fcur of five states.
Thet =iii rgatty néarly rerresent the right bankiﬁg capital.

Tas Sacretgry of th; Treasuryv: *hat is not the group~
ing co-terrl:tsd by ths E411?

Kz, ?annor£ No, sir.

fha Secretsry of the Tre#aury: The c¢rouring is with re-
sract to the c§rita11zat1cn of ths bank; in the whole dis-
trict? Teesl :

Mr. Cznion: Yes.

The £

W

craztiry of ths Trsasury: In this district, for
instince, ths varks of tha small carital would be groured'

toz2thar fer ths rurrcsz of selecting a director, so:thzt



@

E’ those small banke would have one director.

Mr. Cannon: Ob, yes.

The Secretary of the Treasury: Then the baal: of etill
another clags of capitalization would be grouped, and they
would elect another director.

Mr. Cannon: Yes.

The Secretary of the Treasury: Then the larger banks
would be grouped, and they would select a director.

Mr. Cannon: Tbe grouping is =according to capitalization.

The Secretary of the Treasury: According to capitali-
zation,. :

The Secretary of 2griculture: The biggest banks
making the first taird, and so on.

- Mrx. Cannon; I have gathered a little data in regard

to the trend of business in these territociee; which I
think may interest ypu. In further support of the state¢
ment that the trend of businese in the territory I have
named is toward New York; I have ascertained that the banks
of New York, New Jersey and Pennsylvania are the largest
buyers of coamercial paper in the New York market. In

the territory mentioned there sre 832 commercial paper

buying tanks and trust companies, all of which purchase
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rréctically all of thair ra-er in this rerkat, the othar

22df ¢7 tha stete teing consiiared Ecston tarritory.

T:383 fi;urss wculd seer to indicete that Nevr York natur-

:1iv s3rves th2 territorv I r:ve m=rked as a centar for

Ta2 rurchzse of 2ci: ercial rerer, anéd inesmuch &s tris

ci.r¥ ctar of i:vestrant ccrastitutes,.- I shculd judge,

tha #s33ts of these banks, it s22ms but

I
0
)
'
[
(=
L% |
m
Lo ]
ot
o
i+

T2ESCI-C.2 TO L3.i2ve t-is rarar wovld be sent to Few Yerk,

s
w
L |
w
'..h
ct
[

8 test kncwn, tc b3 rediscounted by a Fadsral
- * o .

Resarvs Tiig lccited in tiis city. Thers are 8233 of these

.. 3 g

.org/ )
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- The Secretary ofi tae Treasury. So fer as that goes,

Mr. Cannon, the/ ‘ould send that p=2per anywhere they ‘could
~re-discount it, so I suppose that would have no Lﬂrticular

bearing on the question.

Mr. Cannoh: No epeci=2l bearing, except.ae ehéwing the
frend of the business trans~cted in that perticular line,

In reference to the capital =nd surplus'of the banks

and trust comranies in this district, I Lave just amade a
few figures. I do not know whetker they would be of
1qterest to you; prerhaps you have them 2ll from the
Comptroller's oifice, ' |

The Secretary of the Treaauri: Poséib1§ they would
be of intereét, arrangéd 28 yéu have them,

¥r. Cannon: These ere ajrroximeate, of course; you
cannot get tbe exact figures in any way. For instance,

: in New‘York State tnere are 471 Fational, 198 State and
él Tfuet.Compagiee; the Netional Epﬁks having a capital
éfg:33é;060,000; tﬁe State Eanks 5103,060{000 and Trust
Companies ?354,006,090. |

In New Jereéy 198‘thional, 24 State and'Truét Com¢
paniea 99, the Nation-l banks having 2 capital of

‘GC,OOO 000, Stnte b&nkl §5,300,000 =and Trust Comg°nies
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$49,000,000. Vermont, 42 Nalional with a. capital of 6\

$7,000,000 :nd 34 Trust Jompznies with a capital of

43,600,000,
Connecticut zs divided would have 329,000,000

National, %2,400,000 S:i:ie znd 39,800,000 Trust Companies.

I
f
_—

Massachusetss as divided, taking the line this side
of Springfield --
The Secretary of the Treasury: Your figures in regard %o
Connecticut -clate to the “ssterm hzlf or %o the whole
; s?,.at?? . > . T
Mr. Sannon: The western 1alf, which natu::ally would
- come under .‘us divisioa. .
The Secre,a-y of the Treasury That is, west qf the
;‘.onnec_.icut Fiver? -
| Mr. Cannon: Yes, west of ..he uonnec.icut River.
Hassachuaet ts, the western half, coming -onrda New York

Yationzl banks 314,300,000, T-ust uonpmiea 33,200, ooo

Pennaylvania as divided, thut is east of Altoona.

would be, ’Ja.ional barks ‘§ 5,500,000, Stite bankl
31'7 600, 000 i Taau Sompzinies 3139,700, 000.

In that ‘.e*’i ..ory thich T h-ve mtioned. tho tota:l

would be 358,000,070 for “ational banks moﬂ—d@gc_ they
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all came in, of course, 127,000,000 Sta*e, and $460,000,000
Trust companies. Six per cent of that, taking just six

per cent on ‘he capttal of “‘he National banks, wovld give

a capital ewmal o0 335,000,000, Tf we took six per cent,

of course, on the “hole azmount, if they all went in, that

would give 370,000,070 of capital. 0f course, you' could
stirike out Penrgvlvania if vou decided to put a Reserve
Esnk in Philsdelphia, ard that would give an approximate
idea of *he capital .throughout the whole seciion.

The Secretary of the Treasury: Tt would be rather a
respectable bank®

Ur, Cannon: Yes, rather z resgpectable bank.

The Secretary of Agricul®ure: What do you think of
the importance of <the suggestion that the bank ought %o
be as large or larger than the existing bank.

¥r. Cannon: T think i% ought to be large. T have
Just mentioned “his, with reference %o capital and surplus,
that ou can readily see the reason, because the transition
tate of transfar-i.3 “hese reserve bal_agges, which we
have got %0 7o *hrough in the cen‘ral reserve cities,
transf erring ia the thre¢ years from the Nationzl banks

and other barks i- o the Teleral Reserve, the capital

e T A

T
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G
ought %o be large beczuse the zmount of re-discount which
will necessarily have %o be done by the New York banks with
the Tederal Reserve Eanksof this city, Chicago and St. -
Louis, 'wuld necessarily have to be very large, and that
ough‘:.'to he fiJ_ted so we could do it without curtailing
our credits in this city in any way.

The Sec' s%ary of the Treasury: Do you not think that
is perfectl:;” possible without curtailing credits?
Mr. J:x.n:lo.‘:i Yes, certainly T do.
The Secrciary of the Treasury: T mean to say, even if
the districtis were divided in some manner such as we have
' been discussing here, it ought to be easy to' accomplish
that object without any di sturbance?
Mr, Cannon: Yes.
The Sceretary of the Treasury: The Government itself
is in a position to make IWIta in these banks.
Mr. lanro:: .Yes.
The Sec-etay of the Treasury: And the ‘ransition
long
period, of cot{“se,. i & - ¥ie
My, Janpon:  Three years. :

The Secreta~y of the Treasury: And the process ought

L0 be very easy, 274 certainly can be accomplished without
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ai sturbance,

K )

."!?-, cannon: Oh,..yes: .-

The Secretary of .the Treasury> 'You'ag;e‘e aitﬁ that

conclusion, do you not? .

&» -

R s T I B

¥r. Jacwon: Yes, T-think so, but my theory in having

the capital 1arge, of the three Federal Reserve Banks in

the *hv'ee ceniral reserve cities would be ‘o help along

n‘.

"ha‘ movenent as much as we possibly covla.

To ny mind

they ought %o be larger than in other paris of the country,

because there is where the movemsmt is likely %o be, more

or less.

"‘he Secr=tary of the.Treasury: 'The banks' capital

unquestionably ghould h:ve relation -0 the needs of ‘he

district %0 be served.

¥r. Jannon: Surely. SRS

» ~

The Secretar:r of the Treasury: And do vou ~not' think

that operates automa"ically under the pilan ot: the law here,

which makes me mbsc"ip.ioqs have direct v'ela ion to uhe

-

ba’.kir'g C:Pi*al a-d su*plus e R S e R Pl
6 ){ro Umnon Oh' }48. : ¢ = 2 ,‘.~., Lol »® 1

. Mo

The Secretary of uie Treasury: To what ex‘ent do you

thirnk that “he ressrves in “he reserve srd central cities
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are not indicative of the purely normal course of commer- O
¢ial business transactions, by reason of the fact that in
some reserve cities a very considerable temptation is held
out to country banks to keep accounts there by 2 large
interest rate on such walances, and =lso by the fact tuat
checks =2re collected in some of these places without
chayge? Do you think that has a decided influence, I
mean, or only a negative influence?
Mr. Cannon: I think it heas rather a decided influence,
rather more onnthe country checking side of the question,
I do not know what these banke =2re jpaying, but I think
" both things have a -decided influence.
The Secretary of the Treasury: Mr. Elliott, I think
some reserve cities pay as high ms three to turee and a
half per cent for b2lances, do they not?
Mr. Elliott: Yes,
The Secretary ‘of the Treasury: Do you not think toat
would have & decided influence?
Mr, Cannon: Yes, ‘ -~
The Seoretary of the Treasury: Therefore' it would not
be safe to say that these balances indiceted a normal

talance between these cities and the reserve city banks.
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" Mr. Jannon: Yes. T sicted *hat in %he bezinning.
The Secretary of the Treasury: T knew you rcferred %o
t, but T only wanted to anphasize il a bit, because we
T ought not to allow ourselves ‘0o be deteived by the face
of figures'which-may not imply all that they seam %o 1mpiy.
Mr. Cinnon: Yes, and T think the trend has been out of
that direction, on zccount of thecollection of checks by
these various banks in different sections of the country.
The Secretary of *he Treasury: You have not fini shed
your statement, have you. T believe you have some other.
figures L0 present.
’ " Mr. Jannon: Yo , T just had come other fizures here;
T do not know that theg would be of interest.
The Secretary of the ?reasuryf We would be glad to see
them. a
Mr. lannoh: Here is a m&p which T had p}epared,‘cover-
ing the districtf as suggested.
The Secretary of the Treasury: - T see you iske in%o *hat
di strict ‘he whole of Vermont:. ;
¥r. Cannon: ‘'The whole of Vermont, yes.
f:Thc‘Secretafy of the Treasury: And half of Massachuseits

and ﬁalt of Jonnecticut.
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r. Samon: Yes, and ther T take in the State of New .
Jersey and P2 agvlvania as far west as Altoona.

The Se«retary of the Tfeasury: And you would, under
that plas, make Philadelphia a branch bank?

¥r. Jaanon: Yes.

The Secreta:y of the Treasury: Of the New York Reserve
Bank?

Yr.. Jannon: You can have a branch over there. T think
the branches would be just as important %to this as =ny-
thing else,

The .Secretary of the Treasury: You have not-had Lthe
courage yet L0 su gest this to Philadelphia, have you?

Mr, lanpon: T do not kno&, T have not said anything
to my friends znvhere about it. //

The “ec-etary of Agridulture: Just what influence
willthe b-anches “ave on this matter of time; take these
strciches of couanty oul here in the west, suppose they
canrot reach *he pareat bank in 15 hours or 12 hours, just
how would the braach operate %o relieve that difficulty?

Y. lannon: T should have % give some thought to
that, ''r, Secretary. T do not know exactly how that would

wo=-k out,
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The Secretary of the Treasury: Well, the branch would
very largely relieve *hat difficulty, would it not, assum-
ing always it '7as properly looked zafter by the parent bank.

Mr. 2.° on: Tt is according to what class of business
is contennlated; if it is cont emplated that the branch does
the same class of business as the parent bank, or whether
a dif'."t:-“ e2t line of business is going to be conducted by
the . . branch. Tould vour re-discounting be done with
branchze, 40 vou *thiak?

The Sec-etary of the Treasury: T think undoubtedly that
is the pu'pose of tiee Act, %0 bring that facility as close
to the diffarest communities a; it possibly can be. The
Aqt provides that each branch bank shzll have a local

directorate of seven men, with the same malifications as

the direc%rs of ‘he parent bank. And, for instance,

suppose that the district was constituted as you suggest,
and the~2 was a branch in Philadelphia, .unuestionably the

Philadelphia branch would hav e the power under the general

‘oversich: of the Foard of Directors here, which would be a

general oversight in this case, and you would have %o
p.ermi‘.:'a very large cegree of discretion 1n. your local
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Mr. Zannon: That is just what T was ge’ting at, just

exactly hov much of ‘he business done by the parent bank ©
would be done by ‘he branches. Tn reading “he Act T Was
not clear in my own mi:d how much was contemplated under
the ici; whether ov contempl:ited doing the ad;xe class of
business or =-
The. Sec-etary of tha Treasury: Of course, it would
have “0o be worked out by experience.
Y. cannon: T "'as ~oing %o say t.hat would hae to be
worked out in thc same "‘ay as this meation‘ of time.
Tz Secretary of “‘he Treasury: The theory of the Act is
to make that facility as great as possible through the
b}anches as vell as “hrough the parent bank.
Ur. Cannon: T sae.
The Secretary of the Tréasury: Have vou submitted all
' your figures”?
Mr. Cannon: Thzt is 211. T just happened %o put those
. figures togather. | '
The Secretary of the Tveasury: We are asking =nd shall
ask all :hé witn esses ‘o testify in =21l of the cities of ‘ -

the couniry that ve intend %0 visit vhat thelr ideas are
about the division of “he country into these districts.
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or course, e Know ¢ ne * sagrestions must be very largely
tentative, but e do it upon *the zssurtion that the
barkers particularly are more or less femiliar with inc
general course of wmmercial transsctions, thersfore they
may have idesas which mzy be of some value. Havs vou
thought of the tenative cdivision of the couniry in%o dis-
tricts, 'ou s:lde of the one you have jus* dealt with?

Mr. Caznnon: "Vell, my o'm thougcht was that you wou"d
have to have -- T =m not clear but #% you would Lave o
give P‘nilade}phia ore, ard you may have %o give FEoston one;
and Yew York, chicago =nd St. Louis; and one or two in the

far west, and one in the centrzl west. T nave not gone

into the do2tails as to the various divisions.

_"rh'e Sec"e‘;\:gry'of &\g*igulture: What zbout the souti”®
Mr. Cannon: You would have to have something for the.
south or southwest_. T 2zm not clear whether you should go
Lo Aflanta or New Orleans. That m=titer wonuld have to be
carefully studied cut as to the trend of that business.
Of course, New Orieans is naturally a large shipping point
for cotton. Our Texas friends may know beiter where they
want %o have one. I puess you can tell more ahovt that

than anyone else, Mr, Secretary. Eut that was just =a

.

Federal Reserve Bank of St. Louis



104

tenative solution on those lizes, in my own mird. My thouga 6
has been righ® aloag that you have got %o kee along lines
of rour %“ime limi% in reaching thesc places, especially on
this check situation.
The Secretary of the Treasury: On the thesry you have
advanced, of accessibility and time, do you incline to the
view that it would be better to have twelve rather than
eight of these banks? :
Mr, Jannon: Vo, T think you could probably get =long
with eight. T sghould rather have eight than twelve, %o
start with, at least.
The Secretary of ithe Treasury: You think it would be
betie~ %o ke the number down below the maximm.
Mr, .Iannoﬁ: Yes, sir, and then you hzve something %o
work up %o later on if vou find it necessary. |
The Secretary of the Treasury: Is that on the theory
that o2l Ya<ional banks would come in under the system,
and the-s7ore the available capital for the banks would be
insufficient %0 create more ‘han eight strong banks',. or ‘
is it upon some theory “hat vhether the State banks come
in or ii0%, you ought o0aly %o have eight.
Mr. lacvonrl T ili-k 3 large number of -teyte banks and
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trust companies will come in, %too,

The Secretary of the Treasury: Tf you had a very large
accession o embo-ship of sizte banks znd trust companies,
80 there was a vy .r'ch larger available capital than the
National banks alounz could provide, is it your idea that
under “hose circumstances i% .'-frould be better to have more
than eight banks.’

Mr. Camnon: Mo, T world still keep it down to eight.

~ Get your capital large at the start, so you can be able %o

serve the whole country from these institutions. T would
ke it large so as to give each section of the country an
institution “hich can %take care of thgir wants. . T think
if you have eight vou ha.ve a leeway, and if you wani to
increase as the time goes cn, you can do s0.

The Secretary of the Treasury: Ir. Flann;gaq, have vou

any suggestions to lay before *he committee?
STATEMENT OF MR, WILLTAM ™. FLANNAGAN,

The Secretary of the Treasury: Will vou kindly give
your full name and state vour banking experiencs

Mr. Flannagan: At present T am not conrected actively

- with any bank or banking institution. T was formerly the



19:

cashier of a bank in Virginia, and later on the President
of a bank in Yew York liiy.

'  The Ssc .52y of the Treasury: A M¥ational bank, was it
not?

Mr. Tlannagan: Of a Vational bank in New York City
and a " ::ional bank in Virginia, too.

The “=crvetary of the Treasury: T believe you testified
before 12 commitiees of *he House and Senate in reférence
to +his vanking bill. 3

'* Tlannagan: T did,

The Secretary of the Treasury: And you have also written
on *thic aibject. Have you given any thought to the division
of the couniry into dis‘ricts, as required by the Federal
Resgerve Act, not less than eight nor more than twelve?

M-, Flannagan: Only iﬁ a general way, and T cannot say
that T have given the subject any study at all. T did not
anticipa®e being called here this morning, and did not know
that T would be until probably 15 minutes ago. BFEut on
“hat subject, my thought is that the diff jculty presented
‘o *hecommit4ec is the preponderane of capital in the
easte n parst of the couniry, and especially in Yew York

Jity. Trom a qestion which you ntfg%.}hu mming. in

£l =R
s & v e
0 ks PR s =

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis - o emi e

.
[ .



.
-

,‘D s ,awhloh-yot‘eild'%hat if you put New York ‘2nd Boston toge~
‘ti6F you Fractically gave about {40;000;000 of the whole
capital Bt ;he”count;y to this district, it seems to me

zdﬁi-ydu7wbu1d Eéneider.thg question whether it is not

o~ (desirable  fot to establish.any one vank in New York City,
but ‘divide ‘New York City, and establish one bank in Eos-

- -

ton and’one in Philadelrnia, dividing New York éipy along
Eroad Street, {or instance, running down Cedar £; Tilliam
ahd‘uLA?BitIi Qdd tn%h up Eroadway, so taat y;u.can:pre—
serve tne 2verage of the banks, withdut'concenfrﬁkfng all
in one. Uy idea 1qatpat the law cogtem;latea preserving

the indefendence of the several reserve districts, and that

for that reason sever2l reserve benks were nemed. nd I

€.y

..° ‘ocan see that the ;:(iculty is in ;reaefving tnét indepen-
dence and ot the saze time not giving New Yofk‘;he ;r;-

. .ponderance. - G

** I would be very glad to consider the question later

and submit a parer on the subject, if you desire me to do

80.
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‘The Secretary of tune Treasury: Yes, we will be very glac
to have. them, If ‘you divide New York, =8 you suggest——
New York City between Eoston and FLidecl;bia¥~

-Mr. Flannagan: Yes. Sk

The Secretary of thé Treasury: -Tould you not do.verﬁ'
gre=t violence to the course of ordinary exchanges and
transactions here in tuais great financial center?

_Mr. Flannagan: I would esteblish —— in view of the
fact. .of the bwxench, I would estabiish at Bostonm and
¥ew York =nd 2 branch at Philadeljbia and New York, have
two Erancues, 60 tnat it is only divided wita a view of
dividing tae cepital of the tanks and let tnose branches
deal with it.

The Seciet=ry of tne Tre2sury: Do yourthaink that
ougat-to-be tue. determining f=2ctor?

Mr, Flannscan: ‘Tae cajpital?

The Secretary of the Treasury: Ves, tue divieion of that
capital?

Mr, Flannagan: No; I taink in view of tae fact that the -
Federal Reserve E=nk are ngg\liflﬁpdﬂin tae smount of
circul=tion that they c~n issue, except Ly the comzcrcial

Farer that is offered to them, snd the gold reserve, that
S e—
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Q it is immaterial as.to the amunt of capital, largely
that, I do not azree with wha one witness said here
this moming, tha a bank witha vay small -capital

would neessarily have infgiorcredit to one with a

larger capital, for the reason that you comsider that

the Government is a guarantor on all of the notes and

that they are vn}_iﬂi_.}ed in the a"ﬂl‘mt they can-is_s\ue, eX=
cept by the commercial demand.

Tre Secretary of the Treaswy: andthegold to be kept
back of it?

¥r. Flannagan:. Yes.

The secretary of .he Treaswy: ™ell, we will be glad to
have you submit anr views you careto off& on those
points, if you will Ye good enoush to do that,

Colonel Brown, would you like to five us-the benefit of

. your views on this ql.eation?‘
Mr. Brown: I would lixe to, yes, sir
b : STAT 7" BT OF FRANKLIN Q. BROWN.
The secret ary of the Treasury: Colonaé, will you
kindly giwe a lictle gutlire of your business and bank-

inz expaerience fur the sake of the record.
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Mr. prown: I have been conn ect edwith railroads for
most of my busimss life and banking institutiors larcely
in the South, As Vice Presidemt of the Plant Sysem
of railua.ys.embracing about 20 different line a,.a.nd
presideat of th s Pl ant Investnent Compuny of Connecticut,
. subsaquemly.

Tre decr:tary of e Tremasury: That is- no-\- apatof
the Cvagt. Tin ??

Mr. Browr: Yowa part of the Avlantic Coast Tiem ¢t -X
have b2 en a direcicr in several New York. t rust cogmpanies
and & dirscior in .he Qolunbian-}c.nicka’.bodza' Company at
pres- &, on ivs exccouviwe comittee and also relaec.l. to 2
cood nany _b aking instiwzsions, 1s that Sufficiom? I
am ro« vhe senigr ramber of the firm of Redmond & Com=
pany, bankaers.

Tie fecracary of :h_z Irea&'.uy: No »y Coleonel, you haw
heard or o poidlenm we ere wrestling with hare, the esta-
blishment of iieue Reserve manks and the division of
che councry in nov mora than 12 nx less than eicht dis- >
tricts, ™ siall b2 v-ry.rlad to have your views as to
what will be ihe mose cbsirabie division of thecountry .
invo Aisirici., pardicdlarly with respect to the past,
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Q : and more particularly ».ith respect o t.he con;iguous t erri-

torv 'co be sered by a t\aderal peser\e Rank, if ore .should

be established in .‘ne Ciy of rew Vo rx

Mr. Brbm: I want to.prefa..ce my remarks, Mr, s.ecre-

té.ry,' by vine that 1 ljla.ve. read ti..lis bill witha creat
3 deal of.cafe emd“ time, and t.r;in; to adjust my self 30,
the condizione inpc} s2d by the bill, and I start o ff "'D.;h.
the premise that llew Yo.rk civy, .of cou.rse, is the n.a‘.tur-
al anc logical élace fdr a vederal peserve Bank, I take
iz that this 15111 nas taeﬁ passed, asi.t :;states, i;_x :he,i;;-
t‘er‘eat;ot; caﬁn{ rc.:ia:\i' de velopment, audsuéh beixg‘ thé '

P e it :

éaﬁe,}*e\-Yorl: city in my 1ﬁd(;.1mt is ;oing ahead to de-
veldp' as iv .u‘sin Jhe pa&t, commarcially Thé‘em{q
feel i. very 1m)or.( e ohat Yew Yo r.c C1..,.' shoun be
reconi aed ha.scd as IT. b:m va*y properly says, al;
though he did no? meanvion \*eu York specificaliy, on ihe .
facs ¢hat it is a reserve center now, andalso based upon
the bank clearances, and that I think 1§ an important
factor in devsiminig chese swjects. Yow, in relation
“0 the sarritory .o e gerved Yy }Te\-‘York?I should, as

Ur, wenmphill said, «nd in f«£{ I would have said if it

he had not == I b:liw: in having a part of it the
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western part of Comnnscticut, Few Jersey, Pennsylvania
east of ¢- I will take ’ltoona =28 Mr. Cannon etgted in
that, and I think that is a good territory for a Federal
Reserve Bank for this district.

The Secretary of the Treasury: Have you considered that,
Colonel, with specific reference to tue additionel banke
tbgt.muet be established throughout the country?

Mr. Brown: I nave, sir. I have looked it over rather
carefully. You agk me to specify the whole territory =s
aprlied to a specific city which I might mention. Perhagps
I would not be prepared to go into that to-day, but I =n
prepared to mention several cities, which, in my judgment
_would be entitled to the Reserve Bark under tuis law, ag
I interpret it. Would you like to have me give thosel?

. The Secretqry of tue Treasury: Yes, certainly.

Mr. Erown: I would taink:Boston, =s embrscing the New
England territory, and so fortbh. I would tuink Washington
was a logical place, porticularly in view of the fact tnat
it ie the headquarters of the Federal Reeérve Board =2nd
must necessarily keep in touch with the wanole system.

The Secretary of the Treasury: Well, what territory

would you attach to Vaghington?
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Mr. Brown: I would attach Maryland, Delaw=re ms I
look at it on the northern zone, 2nd I would t=ke in Vir-
ginia =nd Vest Virginia, I h=ve not thought very much
beyond that, Mr., Secretary, in that particular resgpect,
because I nad 2 thought tnat was leading me furtuer South
than th=2t. I think that 2Atlenta, as I look at it, is the
logical place for such an institution, particularly in
view of the importance of the commercial develorment of
the southeastern part of the United Stetes, wituin toe
last eight or ten ye=rs.

The Secretary of fgriculture: Vhat would you do with
North Carolina in th=t c=2se? You 2re fomili=ar witn taat
whole section?

Mr. Brown:1 am guite femilisr, yes, sir. I suould
think that Norta Carolina might very e=sily. be att=ched
to Yashington, in view of the fact tust the tendehcy of
the flow is North.

The Secretary of the Treasury: I jresune you realize
- Colonel, that with Missouri, VWest Virginia, Virginia and
. North Carolina as one district, and with T2shington as the

headquarters for the bank, you would get a very large
capitalization?

Digitized for FRASER Mr. Brown: I realize that. I aiu not want to be inter-
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preted as beiny specific about that district, except in

Digitized for FRASER
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so far as it included raryland and nelaware,

The sécret;r;z of Acric\.;lzuref Atlanta and what?

Mr. prown: Ne:- Orleans it seems Lo me is logical.

The decrecary of the Treaswy: "hat other places?

lir. Brown: Chicago. I do nov wam toc gt berond
eicht, Mr. 3acr a.ary. 3o ston, Yew York, Washinrton,
Atlalt'a, New “rleans, Chicago, san Prancisco.

'i‘he secrevary of the Treaswy: Yol have left out st.
Louis?

Mr. Brown: Ye§ I am debating. If yo limit me to eicht,
i anm cd3dbaving between 3t. Touis and Nenvear, 1f you have
nine, I would put in 3t. I.ouis.e.nd :nenv?r boe h. :

The Secfetary of the 'I‘reas.ury:. -"e .do not limitv you <o
eicht., You have a limit of t.v..e.ive. »
Mr. Brown: ﬁu'; I an in favor of ..he tah_o;' rather than

the larg er number.

; Thé secret ary of -.-.he.rr saasury: Su’ppo.ee that pem gylvania,
and Yaryland, ::nd Balt lmo re', and Virminia an‘d. '.’-'elt. Vir-
‘;rir;_:inia becaiie a district -= I anm spenhné, of course,
v2ntatively my «21f -- where would you say tha the ﬁcd—

quarter s of such a distvrict as that should be?

org/
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Mr. prown: DNo yovu mean :the emtire state ¢ f pemsyl-
vania®?

The =ecretary of the Tr easury‘: oh, yes, well,
practically ih=z whole of Pemsylvania.

1r. »rew: Woll, I would prefer not to have it that
wayY fron ry poi:x of view. I would rather see the east-
ern part of Pennsylvania embracedin the New York district
on account of th2 rapid facilitvies of retting to and from
Yew York and & forth. I think that can very propedy be
included in <hatv zone. .

The Secrétai—y of the Treasury: rue you made ary
study of ¢hé banking capizal in the different digricts,
aad have ‘joz;f formed any ‘definite @ nclusions as to the
division of th3 country into districts, with referéice
to the banking capital that would be available ot each
'disf-ric'..‘?

¥r. Brown: I have nos ;,ot.. iv with me,

The 2ecCrztary of the ITresury: "oull you be fFood
‘ enoush to subniz that 0 ‘the Committee, with your views

about 4t?:
IT¥. prown: I will, wivth pleasure.

The secretary of A riculture: You might want to make

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



115
alternaitive sugges ions.

1r, mrown: Yes.

Tre #ecr tary of the Treasury; Yes; éuhmit them in
the _luv rnavive; and ol with respect to eight, niﬁe.
ien, - 2ven or twelve distiricts,

¥r. Brown: Yes, I amalso a believer, you know, in
vhe principle thue« you can serve sae of these places by
branchss from vh2main wederal peserve Rank institution.
Zherefore, 1 believe in keeping the numter down, if
possible,

The Secr=ary of A- ricul':vre; 0f course, thereis foimg
vo be & food deal of insisience on the part of samne?

Ir. Trowne 1 (uieé2 umierstand the feeling of local

The Jecretary of the Treasmury: Thmk you, Now, we will

vase aiu adjourmment to two o'clocCk.

Woe reupon, at 12:45 P.}M., a recess was taxken unwil 2 P.)M.
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EY APTER RECESS, . . »
STATE!ENT OF . PARK®FE WILLIS,

The Secretary of the Treay: Nr. Will$s, will you
kindly state something of ryour experience with these
financial and econonic problers?

Mr, Wilaia; ¥y neme is Tenry Pa ker Villis. I an ¥
asscciate editor of the Journal of Commerce of this city.
T was secretary to the International Mon;tary Commission
in 1897 and 1898 and I have since then been a étudent
pf banking and curréncy juestions and was Asséciated
with the Youse Cormittee, as expert, during the process
of franing this bill.

The Secretary of Agriculture; You are li§ing in this
City now?
Mr. Willis: Yes. I now live in New York, and as I
gaid, T am associate editor of the Journal of Commerce.
The Secretary cf the Treasury; You of course know the
problen confronting this committee. The question now is

the division of the country intc no*t less than eight nor

'|l’ more than twelve reserve districts and the establish-
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ment of a reserve Tank in each one of those dist-icts. We @
sall be very glad to have you tell us vhat Jou think

about what would be an approbriate division of the country
into districts, particularly that part of the couniry

which comprises the ror-theastern section, and to preceed
upon ihe assumption of the minimun number of disirictis, %o
begin with.

Mr, Yillis: Ts it your wish that T should speak of the
division of the country as a whole, or merely of the size
of “he Yew York district?

The Secretary of the Treasury: Te would like you to
deal with the whole country, and with the Yew York dis-
trict also, You may sta:rt with the New York district first.

Mr, 7illis: Vell, gentlemen of the conmittee, T have
not prepared any forml statement on this subject, having
received “he notification to be present from “he acting
Chairmn, Secretary Houston, only on last Saturday.

The geqé*al question of the number of banks to be
established is ~ne “'a*t has engaged “he at“ention of ‘he
House Commi“iee on Banking ard Currency from the very
beginning, and %o which it devoted a great deal of inves-

tigation and comparative analysis. T think the feeling of

org/

Federal Reserve Bank of St. Louis " 3 e = T Sl et i SER S Sy SIS e 1=, S o



219
the Committee was that irn estsblishing thie system it was
4" ~desirable to have =8 many rescrve banks 2s the existing
vanking capital resources of the country would reasonably
warrant, for establishing so many toatxmxyx any 6f them
would be weak, or would bave ordinarily to appez2l to
others, btut establishing =2s many =28 the loc2l conditions
of the country would allow 2nd yet have each institution
ag far as possible a seclf-surrorting independent entity.
Now, the first provision which was carried in the House
Bill, 2as you know, was for not less than 13 of these banks.
Before that time, the number had been 15, in early draits
of the Bill. That was cut to 13 after a gene;al gtatis-
tical conparieon had been made for thecpurpose of district-
ing tae country, in a tentative sort of way, for it was
felt that it was not deeirable to fix a minimum numbex so
large that it would be difficult in getting adequate
capitalization, adequate banking resources, to many of
the districts. At the esame time, it was toought absolutely
essential that xkxxe their should be no attempt in the
L 3 Bill to designate the places where Rescrve Banks were to
be located.In quite 2 number of the Bills thet were presented

in Congress, effacts were made to designate citics by name =28
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_pigées A,f.or Reserve Fanks. 'flh.t idea was earl, rejected by @
V_ t‘xe c;'zse .,ommi tee; bu* tm% did not mean tmt the sudbject

had not been give. ':er;-"carei‘ul‘l atlention. Taps were

-

drawn for ‘.'qe ﬂum;se.of laying of f the cquntry, in a
tenta i*re ;ra‘_v, into ‘hese dis,ric.s, ;nd for :he mrrose

of ascertaining apnroxina tely abou» v}n" areas ahom.d e

groured ir each one of <hem. Tn drawing those mas 1%

was found that very great difficulty was to be ;x.perimced,

inasmuch as 1; was early recogrized that the district could

noﬁ or sho'uld nof: I‘Oilow state lines. That ’13 to say, “at

.?;:lé :attemt to include cert#in states as su:.:h wi:niq given

distri.c:s wou ld cause'an nwnenc.e. amount of diffimti:y,

;né tha+ inasxﬁuch as the statistics in the zonrt.rol’.or's

repcrts and in evervy available data was alnost uniformly

given by states, i% was not possible to divide up very

clarly the several states in“o new src:lpings. The con~-

clusion arrived at then vas that after ‘h oservo Bank

Organizatio:? Sommi‘iee "xad begun ite work Jt would be

neceaea*'y Y0 make a very careful study of mngb relation- '
ships in o>der that it might be found Where %o draw the |
lines he‘wean the' districts in such a may as the »ill

-

states it as observing the convenience and cuslomary course
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of business of the community and that 3 that necessitated
a rather extensive analysis of domestic exchange relation~

ships on which, so far as we knew, there was no entirely

sufficient data.
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Ncw, the second point that was considered was thLat
whilé there was this difficulty in laying ¢ff the dis-
tricts it pvbaly was nct a very trcublescne natter to
indicate the places ap prtxinately where they siould be ==
where the banks should be iocé.ted. Sc far asl know,
there never was any steteient, méncrandw. or ballot cor
anything cf that kind with ~eference to the selection of
given places, Hit in the conversatiocns that were had on
the subject, it was thought that the places to be select-
ed would be scrnewhat as folleows, giving them now in sudb-
stantially the c~der cr relative clair tc the location
of the banks: TFirst, New York, Chicago and St. Louis,
nurtibering “hose 1, 2 and 35, although it was felt, I
think, that tlieir clzainm tc a Reserve Hank each was the
sane, in <ha®t they had bacone central reserve cities, and
were unu ssticnably the pcints around which the existing
vanking mnechanism had been developed. Then fourthly,
San Franciscc, wvhich we were credibly mfcrx.;ed had for
some tima2 past contenplatéd, becoming a centrel reserve
city, and whicz'z in the gmeral nature of things vas en~-
ti<led %tc be e _z2rded &s a central banking -nd business
pcint fcr the basing peint of a western pa~t of the

count ™~ s me=211ly. TFifthly, probably New Orleans. Sixth,




Ycaten. Seventh, p-eobzbly Cleveland, ., .or possibly
Cincinnati. Eijtth, Taghinzton or Haltimore. Ninth,
;“ob;&l?'131v=-. Tauzh, prcbably Atl=nta, Eleventh,
p-cbebly Jeatii 2nd twelfth, probably Philadelphia.
Fcw, zasI say thouse ;elections are me>ely the rssult of
tentative comp-iscns cf statistics and the relative drift
¢f business, sc f- -5 that could be ascertained, and
havs no v-1idiz =zt all, other than they indicate about
what w=3 cocnsii="2d tc be the prcbably distridbution of
ihesa ¢ =n* 21 bwanking points, with the labors the cr-
ganizzticn ccmnittee relied upon for the subsequent drawe
ing of th= dis® “ict' lines arcund those. It was recognié-
ed thet th2district would probably bYe very irregular,
necess&filf 3¢, as a result of business practice, and aiso
that ther would vary greatly in size. Now, 30 ruch ==

The S=2¢c~etar cf the Treasury: You nean in area?

M. Willis: Yes, in area. It was also recognized,
I may s2y, that there would necessarily be very consider-
gble vi-iations in the anount of banking capitel in each
cf tre distr~icts. "hen “he bill went to the Senate, the
nunb & éas chahged tc not less than eight nor riore than
twelve. That of course would necessarily change the cal-

cvleticns scnavhat, if any nurnber less than twel ve wvere
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det=mined upon, and that ccuv "se seered %c Ju'stify the
wisdorn of not 2z2ving atterpted to mention any” plc.cés as
the c=nte~ cf svch ~eserve di stricts. Novw, 132% e turn
in the ssccnd plzac- “c a different phase of * = subject.
I think i* wzs ~.= feeling of those who Drepz-=d the
till, whic:i vltinzt=ly bsceme the Federal Rese:ve Act,
that so far as possible eﬁh of these baiks sictld he a
strons, 1ndezen'dem.', sel{-suppo\rtinc 1nst§ution. “le
power was given to the Federal FPeserve Noard to authorize
4 compulso~:” radiscounts hetween the tanks and to pemit
:svch redisccunts upon application, but it was thought
that would be dene only in tines of emergency, and that
under c™dipa*»¥ ¢cr nc mal circumsfances the banks in the
se\'reral districts would be able to take care of then-
selves, and that their relations with otker banks, thet
is cther~ Reserve Manks, would be rerely those of ex-
change znd cirdinarv *ouiine 'relationahxps._ but not :
‘those that would irmply the leeping of large suns on de-

posit Vvetween the banks, ¢ the carrving on of any =x-

tensive and wnsi erzble business relati.ouships between

them., Very early is the diacuasibx{, there arose, - as yom

knc/ a st-cng effort toc substitute a single central bank
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for the regional bank plan. Tgen, when that turned
ovt to be impcssible, the effért was made tc sub-
stitute three ¢ not to exceed four of the regional
b:nks for the eight or twelve, as the case might be,
L 2t a.peared in the cr~iginal draft of the bill &nd in
the 3enate dr2ft. Then, when that turned out tc be
impcssible, there was & good deal of discussion, I think,
based rpoﬁ the idea thzt in the final districting it
would be necegsary tc have cne of the districts greatly
overicyp éhe.cthe?s in impo-tance and excel them,not only
in baniing capi#al but alsc in .the general scope and pow-
er of the institution. The Reserve Bank, or any Reserve
“ank vnde; this plan, is vested with the function, subject
to the Pede;al Rese»ve Hoand, of acting as a clearing

house and then a provision in the bill indicates that

the Tederal Feserve Boérd shall arrange for qgﬁigggl

clearings, . pcssibly deéignatina scme one of the Federel
e ——

Reserve Banks to act as a clearing house for all the
cthers. XNow, of course, if some cne district were té be
made so large and tc include sc much banking capital as
to cvertop all of the cthe~s, and if it then were to be

given the function of acling as & clearing house for the

Federal Reserve Bank of St. Louis
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others, that banking district with its Federal Reserve =
benk would p-zctically be a cen® =1 hunk, znd the other
bznking insti*v“<ions might become simply branches, per-
haps —a2thsr less clcsely connected with it than the ordi-
nary b-=anch bank,'but in a good man:- senses, 3imply
brenches cf those le-=ge instituticns locatad in the dis-
t-ict refe~-~sd to. I think that hasbsen the idea o,f rany
<.:f thcse whg hzve advocated a very lerge district, with
headquarters in Yew York; and expressing ny own ideas,
ne~ely ocn the subject, it seems to me that that is out
of the
of harmony with the purpose. bill and that it is a propos-
2l which is di rec tl;f at variance with the thacory upon
which the mezsure is f ramed. That would not be, of
course, ;z cood "eason for preventing the organization of
cne such very lage bznk or large district, if there
7ere some sound and vnmistakeable considerations dictat-
ing such a course ; :nd the real question then sinmers
dewn %¢ this: Are the-e .ny such unmistak-able and clear
cut ccnsider"ations which ciict:’.e that one of these dis-
ighe should be ‘.'f-%tl;" suaperic in power to all of the -
cthiers? T think not. A misccncepticn =bout this whole

netter geems tc me to ba “his: Thzt the baks in question

are banks, ™ ".1&, thé Ac. c:zlls them banks, but in fact
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they ars nct that in the ondinary sense of the word,

 but they are o-;enizations of ~eserve holding institutions.
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Their functicn is t0 hold the ultimate reserve funds dl’
of the country, to control those, %o 13392_32553223 and
érant regggggunts with these as rsserverescurces.

Yew under thess conditions, it seems to me, thet the
caritclization of the saveral banks, of which a gocd deal
has baa: said, is a relatively minor matter. Theoretically
ons can cenceive of thesa tanks having been organized with
no caritcl at 2ll, or with merely an initiation fee paid
in to cover organizaticn expanses, by th2 sevaral institu-
tions rarticirating in them, Capital is 2 good thing,
becauss it acts as a2 tuffer to guard against pessible loss,
and aids the irstitution in getting started on a satisfact-
cry baeis. DBut this, I think, is unmistakeble, that if
the ancunt cf ressrve that is paid in to the banks in
each district is suféicisnt to start them off with an
adequcte banking rower, that the amcunt of ths caritaliza-
ticn is 2 relatively uninmrortant thing; &nd that one
might let the caritalization go, so to speak, that is to

say, lst it run dorn varv clcse to the specified mini-

mun mentioned in the bill withcut feeling that in so:do-
inz one was creating & numtzr of w2ek institutions that
would be unable to teke car2 of thensslves/ If ths insti- :}

tutions are weaezk, ths:z thet sizply neans that the amount .
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of reserve which the bill has directsd the bankes to trans-—
fer to ther is not sufficient; thet is, it means that
the wey of Zealing with the rsserve questicn in tha law
is not sufficiently strong and should bes strengthaned.
Personallv, althouzh it ss2ms t6 me that the reserve re-
requirexsnt hcs b2 12t 4own very low, and althouzh 1
could wiesk thet th2 2novnt required to be transferred
to th: Federzl HResarve Fanks wes coneiderably largar,
it seems tc m2 that the amcunt which etill rezains in ths
Bill as comrulsorily transferred to th: Federal Reserve
Banks will bes sufficient; and that even if themexirur
nunbsr of tanks should be crganizad, twelve in all, they
would te well able tc do for their membar banks W®hat th2
Bill contemrlates that they shculd do.

It is harsly, then, to te conceded that the capitali-
zation of these tanks, and the fact that in soume dis-
tricts, if vou had the full number, 12 or even 10, the
carital would be Jow, it is hardly a fact to be conceded
that that is & rcod erpusent to be urged against this
larger nurber of districts.  Put i¢4 is, as I have
stated, only an incidental consideration.:

Secondly, the arcurent has teen rut forrard, I think
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from a good many scurces, that it was nscessary to have
soi.e one tank thct was rrominently highly caritalizad and

streng, irn crder that cur relatiohs with Eurcrean courntries

e

da

right be cn & testar basis, and in order that this large,

stronz bark right do whatevar was nacessiry in controclling

int:rzational exchinges, vi&gting th2 rate of discount

zad 80 cn. Cf ccurss trhit igucres the fact that the
Fadsral Resarve Zosri hes t2:2 zivan just _those rowsrs,

cnd thz% if it b2 essured tz:t cze very large btank, either

rer2 in New York or in Chicezc, &s scu2 have suggested,

be allowed to do all of that, with & minimum of surervision,
that then vou are atrorhring ths Fadsral Resarve Board,

it is not sxercising th2 rowars that tais Eill contex-
~lates it shculd exercise. Yention nhas been srecifical-
ly mede of the note questicn, ard it has been stated that
Euror2:n Instituticns, for example, vill not lcok with
faver vron notss which have been issued tv 2 bank with only
i %2225123,352?‘a1- say 1C or 20 miiliorn dollars, or sons-
thingz ofthet kind. Now it s2ecs tc re that the Eill ie
sTecific on thet -cizs, irssruch &8 it nckes these notes
N c—
redesiable :t any Fedsral Resarve Baik and ultimately

rakes them ctliig:iticns cf the Usited States, so that
thav cennot iz any may te darandant varon tae capital or

.org/
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resources of any one of thase feserve banks. That is a
rattsr ‘that is corrarativsiy, I should suprose, indiffer-
ent to the keclders of thess notese or to thoee whe are in-
quirinc in their cwn minds whsthsr the barks that issue
thei :ill‘be able.tb-;edeem them. In other words, they
afe as Et;on: :otes;aé caréfully rrotggzggﬂggggg 28 vou
could get, whathsr issuved by a single tank, or directly
by the ng;;ngent or in an§ 6tber Wav.

: Thirély,lthé rame afgunent has besn rut fcrfh with
reference fc‘tSe quastion of foreign exchange, it being
asserted duité pbsitivsly thét unless you had sithar a
very small murber cf these resarve barks, say three,
rrsfefet1§ c:ue centfaf ténk, that thare would be'great
difficvlty in ébntrolling the currsnts of foreign ex-

| iy change, :nd in dirsctirg the fléw of gold back and forth

between t.is country &énd others, that teing unddubtedly

one of ths runctioﬁs to b2 rerforred by the ﬂei eyster.,

Fow & reading of the'biil srows that it contemplates the

perforuence of tEEE_ggEEE}on by these btaniks actihg joint-

. ly unde'r the sup:erv.isi'cf. 0f the Federal Reserve Foard.

Power 1s‘vested in the Federzl Reserve Eoard to regulate

rates of ieQ;eCount 2t tanke, to equalize their reserve in
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various ways which I do not need tc go into, and otherwise

to comrzsl th2u to &ct as a unit) whenever such action is
necessaryior the censralrrotecticn of the in;erests of the
couatry as agzainst other couatries.

Fourtnly, it has been stated that unlees‘you had some
such verv large tznk as thet here in New York City, it
would be impossitle for such a bank to hold its own against
the very large barksand trust comranies of which this city
is the seat. The sane thing has been said by those who
have desired to see Chicego practically the leading bank
of the systen. Now to that one must make exactly the
same reply, but with this variation, that these reserve
banks, and of courss the one hers in New York, are not
1ntendeq to conrete with their membar banke in any ordinary
sense, but ::;zxaz;ganizations of reserve holders, and
thair e;ocggg}fgre &re the member banks. The reserve
bank, then, of this district, is intended in no sense to
be a competitor of its merber barks or to contest with
them for business or to orrose their policies, whatever they
may be; but, on the contrary, is intended to be a con-

necting lirk bétween its member tanks , acting in their

interest, and more than thet, is intended to act in the

http://fraser.stlouisfed.org/
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‘ intersst of the whole local bténking comruniiy, whether cne
refere soisly to the stockholding ér mamber banke, or to
o¢her banks which are not memberse, It is intended to re-

-resent th: ‘underental reserve power of the commuity.
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In that view of the case it is difficult to see why the ‘\
fact “lat such a bank had a relatively small ca~ital --

the fact that it had, let us say, mot mere thac 320,000,009
in this city -- should prevent it from fulfilling its
furicticrs. As a m® e of iact if it had a capital of
£20,000,990 a :d *he eser-ves Wiich the law provides for

tra sfe-rirg %0 it, 1% vould e an aply streig insti-
tutioz. The fact t!m*% its capital was smaller than that
of, le< us say, the “a“ional *i%y Bank or some one or two
others “hat might be ¢ “icred, "rould rot be of any
particular sigrnificance-

Thile the law _“ovides for oren market transactions,
and while those ansactions are consicered by some %o be
of a rature that will aece2ssa-ily coziete with the oper-
ations of the remter barks, or of banks in general, it
by 20 mears fnllows “la* such world De the case. Tndeed,
as has often %Been Hoirited out, it is haréd To see how a
Fzgava Ta X co-%-0llef by s ockholdi .£ banks would ever
be auvzhierized o e.sase 1: oren market traaisactiors tiat
wereg Cisetly {1 d-fiazce of or severely ccapetitive with
the sinilar operatio:s a~c tra:sacsio s f its member :
ba “ks.

T™e oze. market rrovisic: ¢f ihe Sill tha: sim-ly
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6 furnishes an outlet for such spare funds of the Reserve
Eank as ray no: b.e in use a* “he time, for the purpose of
affording recessarv re-digecourts <10 “he member banks which
appl:.' for them; ard it alsc enables “‘he resc—ve bank,
acti;ag uson “he i-stace of its Boa-d of Directors, and in
the interest ol its stockholders, and of the barking
commnity generallr, %o -mke effective i“s policies what~-
ever they may be for the general safeguarding of the re-
aou'rc‘ea. .of' the ban?:iné coruunity.

?! ow it seems %o me “hat those are the principal -
point;s that have bheen zu%t forward in favor of such a very
large ;mgle' bank, ovevto.p;ing all of the others, and -
leaviné them relatively limited in the amount of %heir
resources and capital, ard perhaps also with a relatively
sm ll area. v

It doeeAnot s2em “o ne *herefore tmt such a policy

as that would be either carying out the Lheory upon which

. this bi'll was framed, or that il would be at all necessary.
or desirable. 'Tt certainly would not give effect to the
‘ f'egioml reserve idea, and in 'qy opinion it would produce

a condition that would be decidedly less satisfactory from

the standpoint of banking techaique than tfat which would
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be created by a more equal division of the banking capital .
between the several dis‘icts.

coming down %o the questica of the size of the New
York district as such, i% has bLeen sugges<e? by a good many
people of late, T believe, that the~e sh 14 Ye one bank
for the whole -f “he eastern states, or fo- the whole
territory east cf ‘he Alleghankes. That is the general
idea, or one phase of it, that T have just been discussing.

As agains: :m?%t ithas been suggested that New England
be made a separaze dist-ict, and:hat there be a southern
district, possibly with headquarters at Atlanta, leaving
New York as a very large dis<i ict iatervening between
those.

Tt seems “0o me there is preiily general agreement
upon the idea “hat ‘he Yew England distric%t is separately
constituted, and that it should incluce “he so-called New
BEngland states and the northern part of Jonne¢ticut, and
that the lower part of lonnedeticut neau'eas'c~ 't.o Y¥ew York
should go <o “he ew York dist ie®.

There seems t0 be pretir reneral agreemeit, T think, Q
that the sontheastern disirict should i-¢c h&e all of the
states tech-ically %-own as sontheaste-s, and should come
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‘ ;s far north as Yorth larolina.

The Secre:a~y of Agriculiure: Tncluding?

“illis: Tocluding Alabame, Georgia, South larolina,
Tennessee and possibly Mississippi, although I thAink‘ that
wovimaturilly bYe left in <he distict with New Orleans.

. The Secr2tary of Agriculiure: Tncluding North Carolina?

The Sec-etary of the Treasury: Tnclvding dorth Carolina
or excluding it.

Mr. Willis: Tncluding “orth Carclina. T{ does not séem
to me that that would be a desirable plan, but it seemé ﬁo
me that there should interveae there still anot.her district
including possibly the states of West Virginia, Virginig,
Pennsylvania, ‘aryland aand Deiaware, and rossibly a part
of Yew York State. |

In that event the Yew York district would c'o'~sis£
simly of the Jity of Yewr York, of that nortion of Conn-
ecticut nearest to it, and of a poriion of New Jersey,
ircluding all that district nor~th of lamden. T¢ miéht pe' :
tha s “he ‘e York district would be extended slightly into

’ the Horéers of Dennx;ylvania. That is a mmtter on which

T am o0t abls %c speak without more detailed knowledze of

\'ﬁ" _ the exchanges, Su: T thirk nrot.
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In that case you would have practically the New York
district limited to the Tity of Mew York and to iis adjacent
countiry.

The Secretary »nf the Treasury: ¥ov much of the State of
New York would vom take in?

Mr. Willis: Very litile indeed,; only the lower corner.
Tt might include -- though T should hardly thirk it ought
to include -- Alkbany, but it might include Albany and the
country dependent 1 02 Albany.

That would ti:en throw western ew York into a middle
western district, i cludirg probably Michigan, Ohio, one
part of Pennsylvania, and as T say, westen New York.

Just how %0 adjust ¢z lines betwean that district and the
other one of which T have sjoken, including Maryland,
Delaware, West Virginia, Virginia and Yorth Carolina, T
am not able to say without a good deal more investigation.
You would *hen have the problem of the Chicago district
west of that, and then after that, of course, ‘he problem
of the-division of “he whole country west of the Mississippi
River, which would have %0 be done upon'rather different
principles, and would present quite a different Vtype
of problem.
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“Now it may be claimed -- in fact it is claimed by a
good many persons -- that it is unwise to shut up the-New
York banks to their own city practically, and to a litile
stretch of country adjacent %o it, in any such waf. | §-
does not seem to me that this would inflict the slightest
hardship u-'on the Yew York barks as such. | |

Under this law the reserve money which is %0 be trans-
ferred out of the vaults of existing banks, is ‘ransferred
to Federal Feserve Danks i= a r event. Tt would be so
$ransferred in “ew York o matter what ihe size of the New
York district, so that eve: if the Yew York disiriet
ircluded *the *vhole of the easter» siates, the reserve money
transferred %o ‘he Federal Feserve Fank of ‘hat district
would be out of *he hands of “he existing banks. &
would be shifted from them. " o7 whether thmt be done in
the ity of Yew York a lose, the shift being mde to a
Federal FReserve Bank located there, or whethe:r that shift

2 be cardedd out in two or three or more other districts, T
do not think is an impec tan® question. The important
. actin. was -ake. wher n ovision 'ms made for making the
shift from the vaults ¢ the ba ks to those of the Federal

Fegarye Bank wherever located.
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With reference to.the status of VNew York, its present
connections extend all over the cdnnty. Tha; is, the New
York banrks hafe correspondents in eve;y state of the Union.
Eveh if vou made :he:New York AIstrict include all of the
eastern states, you would still be cutting off many hﬁnka
which =2ow have correspondents in this city, just how many
of thosec no one could say propably with the data at present
availatle. The same “hing would be~:rue in different
degrees, according as you made the size of the New York
district larger or smaller, but the effect would be just

the same i~ either case.
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Now with reference to thevquestion of ex~-
change let us.see how that is influenced. Under this
bill there is nc-hing whatever to [revent existing banks
from going on Xe=ning their funds with correspondent
banks in New Ycx just as they have done heretofore. The
bill d} stiqc';l;' zn%kc~izes them to keep such-Tunds with
New Ycrk banks fc* 2 p=-icd cf t@fﬁ? vears and to go on,
cocuniing tren us reservea, efter that pq:igd. Moreover,
the b»ill furthsr s3c ‘aduces “lhie amount c¢f reserve which
is requiredcf such banks thet ther can ccntinue to keep
balances with the Wew Yo~k correspondent benks if they so
.degsie afte-~ the =ad cf fhLe th- ee vear paricd. In other

" words, under this b»ill With the t"eatly lessened regnired
resarve that it presents, the~= ig ehsclutely no reascn
why existing celationstips betwesn "ew York banks and:
benks all ove» the ccin=:y shorld nct continue exactly
28 theY dc at the pmes=nt *ime, shculd it prove that th;
Pederal Fagerve S73*=n dces nct take the place or per-

!.‘ fcrm the functions nov [ e~furmed by “he correspondent

bznks in Few Yerke Th.t, *¢c mr ning, is'the inpcrtant

N thing. In cihe® werds, 2nti-elr independent of the size

H . y ‘of the New Yo Xk district, i can cbizin and will continue

nttp://fraser stlouisfed.org/
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to obtain, undoubtedly, very large deposits fron other

parts of the count-v, from many parts of the country,

cutside c{ the district to which it belongs. The effect

of the bill will be just the same in that regard, whether
!

_the size of the New York district is greatly limited or

nct, namelyr, in disassociating the investment and specu-
lative ope 2iions and the use of capital for those., fron
the distinc=l;” commercial operations, and when that has
been done, tie influvence on the banks of the system of the
City bercnd the mere difficulty or inconvenience of the

change of direction of business and general rearrange-

~ment cf.relationships that will occur under this bill
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end will cccur no uatter what the size of the district,
is a rélatIVely minor matter.

In general, then, gentlemen, that covers abaout the
ground that T have been thinking of in this connection.
"The Secretary of fhe Treasury: What would be the
capjtal and ‘he depcsits of the bank in New York, for
instance, Dcctor Villis, with 'the district limited as you
have sugiested it?'

M-, Willis: If the six per cent were decided upon?

The jec~eia=r cf the Treazsury: Yes.

Vr. 7i1lis: I have not figured that out on a six per
.org/
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cent basis. I could not answer that offhand.

. The Secreta~y of “l1# Trsasurys: Wwill yoﬁ subnit to

the Ccmmittee, at some time at Your convenience, a map

ith e division cf the ccuntry into districts, as you
have them in vour mind, and a st:atement of the capital
tc be available for each one of the banks under the bill
end the resgervs it would ‘car'ry? |
" Mr., Willis: Yes, with pleasure.

The gscretary of theTreasury: ; We would like to have
that. Do ou think of anything, Secretary Houston?

The Secretary c.'f Agriculture: No. He has answered all
the questicns T had to ask.

The Sec - etary of the Treasury: Very vvell.. Doctor

Willis, ve <-~e much obliged to you.

JTATEMENT OF FRANK A. VANDERLIP.

The S7¢=ta vy of “he Treasury: Mr. Vanderlip, will you
be _ocd encvzh to state for the record, what your
orajent pceiition is 2nd something of your banking ex-
pe 1 anc=~?

- : ~--::¢a41:;a; T em president of the ational City XBank.

I “ave Heesn =5 _sgedin benking since 190l.

+i%a Jag-a’< * of the Treasury? Tad you had previous
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exXperience in the banking business?
Mr. Vanderlip: No, sir.
The Secretary of the Treasury: Mr. Vanderlip, you are

far;xili a~ with the Federal Reserve Act, I presune?
. Mr. Vandelip: I an. -

The Secretary of the Treasury: And yc;:u know the
duty devolving upon this comnittee, to di\_vide the
ccunt -~y into_n'.i less than eight nor more than twelve
districts?

Mr. Vanderlip: Yes.

The secretary of the Treasury: And the locatian of a
Tederal nes=-"ve Hank in each one of them at some con~
venient pcint?

Pr. Vanderlip; Yes.

The Secretary of the Treasury: The Comnittes 'rouJ..d be
very glad tc have. your views as to what, for instance,
the district surrounding the City of New York should
be, the ccntiguous territory that should be served by a
Reserve Mank, should ocne be locatedin the City of KNew
Yo k.

Mr, Vanderlip: I do not think that it is a matter of
great impo-~tanc e. how ;rge the district is abo}lt New

York. The predominance of New York City itself in the

Federal Reserve Bank of St. Louis




size cf fts bankin; is such that the district will be a
la~ge o in 'an;' evew:, and sc large thet, in any event,
I weuld presume that it \‘-."ould net take in & grezat terri-
¢ in addition ':o. —-ew York. I do not feel that it is
& matt=s- of fundamentel inpc-*ance, a matter cf pfinciple
'1'»'hethe.~.‘::.:e district- here in 2w Yo~k is a large one or
smzll cn-=.

The 3ec *eta.f:r of the Treasum: Tave vou any definite
visws a3 “c whzt cught to Le embrac=din thet district?

M. ’.'-mderlip:‘ I Lhave nc definite visws as to the geo-
grarhy of these dist-icts at all. T hav: very definite
views ¢f the desirabilit; cf having districts with a
variety cf conditiohs and demands. That would lead me,
if T were to set out %c iry %o nake vup a suggestion of
districts, to 2 mehed perheps cf almost shoe-string
districta, dist-icts th=t would ccver & wide variety
of eg-icvltu=al and cthe~ conditions rather tham to make
tihen cén‘pact. I have savie~:1l ‘imes vsed the illustraticn
that If rov make a Tederzl “eserve Xank vwith llew Orleans
28 & headquarters.ic accommcuzte the territory naturally
ccnti;ugua, weu will heve 2 mesgerve district with démands
of & smila* cl:i-ccie* comin_ =% the same time fron every-
I.B-'igitized for FRASEI‘?
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whare in that district. Thnat to iy mind 1is the

"¢ "incirls which led me to hcpe that there would be fewer
districts, and which would lead me, now that there must
be this meny, to attempt still to ~ecognize it in
m:King these dist~icts long districts that would take in

e variety of ccnditions. Otherwise, with such a dis-
trict as suggested in New Orlsans, the thing is perfectly
insvitable that that bank will have to call for help.

t must be so. It canot be othervwise. And it will be
50, in any case, where ithoaiditions are the sane through-
cut *he district where. vou mist meet a demand that is of
the same characte- and ccnes at the same time from
pr=ctically all the banks in that district.

The 3ecretary of the Treasu=v: Jow much irportance
do rcu attzch to the accessibility of the headquarters
bank to all pa~ta of the district?

B Ve.nderlip; Thet would depend altogether on how
veu develcped the branch svstien.

Trhe Secretary cf the Treasury: Assuming that branch-

es are established as ‘he bill provides.
¥r. Tanderlip: Then I woull attach to it very little
'impc'“' ~nce. In that event I would presume that the
actuzl “ank in the City where the headquarters were would
Digitized for FRASER :
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“reated s a branch also. I presunie thet., I do
nct‘kncv vhether that is in the minds of “he committee
or nct.

The Secreta~y of the Trezaurv: Don't vou think that
it 15 impcrtant that the hezdquerters bank should have
& pretty carefrl cversight end control and direction of
the b-=nch banks as tc policy and discounts?

‘Mr. Vanderlip: Ove-sight and control spells“ the
whole story wi<h this law, Mr. Secretary. If we get
the preper cve=nsizht and control it will work, although
it 18 a defective law. If we do not, it is full of
the §ravest dangers.

The Sec-etary of the Treasury: of éouﬁse it would
be menifestly inmpossible to crganize a district of the
kind »vcu degscribe in Mew York here. You do not re-
gard the quegticn of versztility of the territcry con-
tiguers <c “he city of N=w York of so nuch importance as
related “c 1= bank in this City?

. Vande“ligﬁ 0f just as mmch importance, and, as a
matte» of f:ct, Yew Yok 13 the United States more or
less. It fills the den«nds of a variety of conditions
cf the whele country more then any other single point,

G I Cc net “liink i< is necessary to have large geo-

ral Reserve Bank of St. Louis
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limits .
graphicael or to have extremely large deposits in them

when wcu get that.

The Secretary of the Treasury: Wow do you feel about
the ‘TewEnglend situation; do you fzel a reserva bank
shcurld be egsteblished at Yoston?

-, Tanderlip: As there must be eight banks, T sup-
pcse I do, although I believe, as a natter of fact,

New Engl:pd could be pe~fectly well 3er;ed through
branch banks from New Ybr# as a headquarters. There
would undoubtedl ¥ b; éome local pride which does not
have its basis, I btelieve, in a.true vnderstanding of
the advantage of the head bank over a branch bank; but
I suppose you would almcst have tc select Hoston 2s a
headquearters.

.The Secratary of the Treasury: I infer, Mr. Vender-
lip, f-om your remarks, that you think it would be better
to establish the nminimur number of banks under this
bil}l than the maximum?

¥r. "ande*lip; Thzt is a correct inference.

The Secretary of the Treasury: - Assuming that eight

. were to be established, what are your ideas about the

eight cities that should be made hsadquarters, or do you
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care to express an opinicn on that?

Mr,.Vanderlip: Yo. IX haventtbgiven it sufficient con-
sideration. If I were to dc that, F think I would
start at the cther end of the country, .and would grcup
the Pacific Coast sbout Sam Frencisco and let that reach
quite a weys ZTest, and prchadbly then at Omaha or
Minneapolis --

The Secretery of the Treasury: How about Denver?

Mr. Vanderlip; 7ell, Denver, I should think, would
rather be cn the edge cf the next district.. I should
think the Pacific Coast district might come Eas{ so as
tc at leas® include Uteh, although that wounld depend
eltogether, of course, upon the cocnditions. Denver
would be well locat=d if the Pacific Coast District
tock in only Arizona and Jsvé&ia besides the Pacific
' Coast States.

The Secretery of the Treasury: Do you or nct think
it of great 1mpo§tence, to preserve, so far as possible,
in the crganization of these banks, the normal course of
commercial transactions and banking exchangea?

Mr. Vnnderlip; Yes, T do; and for that reason, for
instance, I believe New @rleans would be better served

with a bank at St. Louis than with a bank at New Orl eans.
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The Secretary of the Treasury: Tl.e exchanges of
?\T-.’"--f nrleans and St. Louis are Va'y large anyway, aren't
they?

. Vanderlip: Very la—ge.

Tre 3ecretary of the Trezsury: In the crdinary course
cf business?

<4 8 Ve.nderlip; Yes.

Tke 3¢ reta™" cf the Treasury: Now, as tc “‘he scuth-
ez 3t=2~n section cf the country, what is your view about
th-%, as tc what /culd be the best arrangement there,
judging from the normal ccurse of exchanges?

Mr., Vﬁnderlip; Without %aving siven thought to it,
tc the extent ¢f figuring vhat the size of certain
grocups weuld b2, and sc on, it has seemed to me that
Atlanta was a natural and proper place.

The gecretary of the Treasury: .What do you think
ebout Pennsylvania here, Mr. Vanderlip and New Jersey --
southern 7ew Jersev, Mayland, Delaware and the Dis-
trict of Columbiea and possibly West Virginis and Vir-
ginia? .

Ur. Vanderlip: It seems to me that the difficulty
that you are inevitably facing is that yor must either

ha#e a nvmber of resicnal banks here, geogrephically
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clese %cietha, ¢ else "cu will have one or two banks
':c-r-‘:"‘.‘?'-‘ “cc la-’= in size. low, this district could
be pe ~!‘t.w:".l" ge-ved with cne cr two banks; but thcse
bznxs weuld *.?'.eh Ye gso large, that the other banks

wonld snffe- in comb-~iscn, and it would seem to me de-

33-gble, if ot c=n, -0 meke each district substantial-

. 1¥ the same size. I den't Telieve that is possible.

The 3a¢ r2%ta+ ¢f the Treasury: Yc;u mean in the
metter ;if bank capital?

Xr. "!e.nderl-:[p: Yes. -

The Secreta~r cf the f"r'easrr'y;. And reserve?

Wr. Vanderlip: Yes.

The Secretury cf the Treasury: of course thet is not
pcgsible in view of the leanness of some of the terri-
tc*g? |

Er. Vendelip: Mo, it is not.s
~ The Sec-'_f’: a™r of Agriculture: To carry out your

suggeaticn :nC have a diversity of interests in this

secticn -cv wcirld prcbably have to have vour lines run

-

Pest 2nd Tes: -- '“%is middle west section?
¥». Venda-lip: Vou '..-éuld'gejt adversity in season if

vou came lic~th and Scuth.

yderal Reserve Bank of St. Louis
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Ihe Secretary of the Treasury: And you do not get
it ﬁast andv\'.’est'?

Mr, 'J_andex"lip; You do not get it East and West.

The Secretary of Ag r‘iculture:v But you get a variety
of industrieal and agricultural conditions?

Mr, Vanderlip': If voucan stretch over industrial and
agrivc;xltur-al conditions, and include both in your dis-
trict., then xou have accomplished a desirable thing;
but it is certainly of great importance to get your dis-
tricts so cut that they will have this variety.

The Secr'etAary of Agriculture: Seasonal as well as
indust=~ial?

Mr. Vanderlip; Yes, sir.

The Secrefary of the Treasury: That presents an al-
mocst unsolvable Hrcblem. :

Mr: Venderlip: .; £h1nk that is what you are facing.

The Secretary of‘the"rreasury: recause it is not
possible to adjust some of these districts or erect them
in such a war that yrou would get a diversification of
indaust=y and agriculture?

¥r. Veanderlip: Fo, it is mot.

The Secretary of the Treasury: Particularly with re-

-
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Q spect to the territory west of the Missiissippi River;
end with the territory east of it youw have got a pre-
iominance of industry 'and other forms of activity than
egriculture.

Mr. Vanderlip: Yes. Tt is one of the rmost difficult
problems. that 2 mind ever engaged in, T think.
The Secretary of the Treasury: The powers of the

Federal Reserve Board under this bjll will result
in a vary tho-~ough oversight and control of these units,

hcvever; and % is very likely, if that is well handled,
as ou suggest, the difficulties vou ap prehend will be
cvercome.

Mr. Vanderlip; I beiieve almcst anything good is
Fossible in the hands of men of experience and courage
who will give the proper administration to the thing.

. The Secretary of the Treasury: -That is true of every
line cf business, that we must have good management?

?7:*'.. Vanderlip; Yes.

The Secretary of the Treasury: Honest management and

intsllizent di mection. Do you think of anything gore,

"

M>». Secretary Houston?
The S@.retary of Agriculture: No, I think not.

Mr. Vanderlip: If vou want anv technical information
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about the flow of checks, colleettgns and things of
that kind, T have brought a few men wi*h me who are
familiar with that.

The qecretary of the Treasur;: Ve wculd be vefy glad,
¥r. vanderlip, if You would submit to the Comnittee sore
inforrmztion on that subject as the result of your ex-
pe -“ience, if those gentlen@m would p “epare something in
the form of 2 brief and file it withus, we would be very

§.2d to have it.

¥~. vznderlip: Yes. [T will do so.

The Secretz-~y of the Treasurv: Thank you, Mr. Vander-
lip.

STATEMENT OF WALTER E. FREW.

The gecrete~y of the Treasury: Mr. Frew, you are the
president of “he Corn Txc hange Bank?
Mr, Trew: Yes.

The 3ecretary of the Treasurgr; Will you kindly give
the Ccnmittee, fc» the sake of the reco~d, a brief out-
lines of vour benkin: expertence?

. Prew: I have been an officer of the bank ever
since == do you mean my .whcle ca-eer?

‘The Secretary of ‘he Treasur’: do, just’

bl 50 }"r'et-": T was electedlL~2aident of the Corn Exchange
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Pank fivé &ears ego, F have been an executive officer
of the bank since ¥ was 24 years cld; abaut 25 years.

The gecretary cf the Treasury: As you are young yvet,
that does not give us any line on the length of Yyour
experience.

¥r. Prer: T say about 25 years.

The Seeretary of the Treasury: I beg your pardon. I

didn't understand vou. Mr. Frew, what is the capital

‘¢f the Co™m ™xchange 3ank?

Mr, Frew: Three pillion dollavs.
The cecretary of the Treasury: How maAy branches have

vou?

1r. Frew: 9%;

The Se&ret:ry of the Treasury: What are you combined
depcsits now? :

Mr. I‘rew; ~at about 7 64,000,000.

The Secretay of the Treasury: And gross?

Mr. Frew: (:"oss, ebout 173,000,000,

The secretary of the Treasury: The Com Pxchange

Zznk of ccurse is & State bank?
Mr. Trow? Yes.
The 3acretary cf the Treasury: Mr, Frew, I will

ask you if you are familia with the preblen confronting

~ the Commitiese, {irst, thet we shall divide the country

lfraser stiouisfed.org/ ,
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- into nct less than eight nor more than 12 districts?

¥r, Traw: Yes.
The 3ecretary of the Treasury: And to establish or or-

gznize a reserve bank in each one of those districts,

-nd the selection of headguarters of such banks? Of

-ccu=3e the bank s may have branches; but we are con-

Digitized for FRASER

c=2ned at the morz;ent with the selection of headquarters
as ell as *he division of the country into districts.

bars oA “*ewi Tes, sir.
. The gacretary of the Treasury: =ave you an&'well-
def ined ideas about what the New Yo~k district should con-
sist cf, provided a reserve bank shoulq be locatedin the
Citr of Taw Yo-k? ' '

v, Teew: T have not given very much thought to it
exceD% in a general way, but based cn your eight region-
2l birks and ccns_ideriﬁg that there woﬁld be'-one central

.

1LY

nk 2t washington, which, if the Covernment is going to
be “hs depesitary, it is very important to have, the

bank in this section should be located in New York with
a branch at Hoaten and a branch at Philadelphia, to serve
all of ewEngland. and ell of New York, New Jersey,

Pennsgrlvania and Nelaware.
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The Secretary of the Trsasury: And New Jersey?

Mr, Frew: And Yew Jersay, yes, sir, s

The Secretary of Agriculture: TVhat did vcu include in
the *ashington District?

¥r, Frew: Washington, Marvland znd West Virginia, Vir-
ginia, Yorth Carclina, South Carolina, Ceorgia and Flcr-
ica.

The Secretary of the Treaaury:‘ Fave vou f?gured the
aucunt of banking capital that the Reserve Eenx of New
York would have in the dietrict‘ae outlined by you?

Nr. Frew: 1 have not, no, sir .

The Secrztary of the Treasury: Do vou realizs thét thet
would result in giving to the ban£ in Vew York, practicelly
half of the available werking capital for the reserve
barks 1£ the country?

Kr. Frew: I surpoese that is so.

Ths Secretary of the Treasury: Vhat would you gi;e the
reiaining seven benks? There would bz very litile cari-
tal remaining for the seven.

kr. Frew: 1I supross that was taken into corsideration

wher. the sight was cescided on; that the eicht was located
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in varieus rcrts of %

g.icoessitle

for the v:irious ,s2ctjoss ~hars: tasy sarvad.
T_e Secratery @f the Tre:sury: Eew) if weu cutgut ———

-
Conine

thﬂ one in

¥eskinztern and ong in Izt Yerk, wou wculd Réve to lcccte
8ix in the rest cf tia ccuntry. 7§ere wouli vou ~ut
tkose?
¥r. Frow: Yy 12ee wes bised on tre icres c=rtr€l rasarva
cities, ezck hiving cnms, ich -cvl2 t2 St. Louls, C:icago .

Yzslincton wculd bt

Tre Secrat:ry of the Treaverv: Azd
. o 28 e o i e 3
four. A : o - -
Kr. Frew: Anc Wastirztex wevid bs four, zac one in

-

Lca An-sles

San Frz-cisco acr? brznches ir Pcrilard and

to sarve th2 scuthsrn saction, :in’ one &t Dazver :nd

t=it sectica, or sore othar city

cne ¢t lisw Crleane tc s2rve

te sarve thatwveaction of th-_,cnzt~y. Of ocurse, t-is wes

I
]

&ll done in a geraral way, ¥ith eut oLy co“ai sration of

e:ritel weuls SOk ovts

‘Tz Szcratery of the T scourv: Toat

whét the Lerkiac

soulé be ssdvan?

-

I hef in mi 'cul’ te Cinci:;ati ar

asrve that sscticz of the oahntty. Ohir zni

KeLitucky.
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The Bzcretary of the:Treasurvt Ycu have not prepared any

atistics, showing ths caritalization and the resources

&t th2 banks undsr theét - rrancement woull have, have

vou?

Kr. Frew: ©No, I have rot.

- The Secreteary of the Treesurv: Would vou be gocd enough

to
it

w2

rrerare such a state;ent for the Conmittee, and acconrany
with e pap, giving an outline of these sugqestiohg, 80
could have it in concrete forr.
Mr. Frem: 1 would be very glad to.

The Secretary of the Treasurvy: Do vou or not think it

would be "is2 to hava & resarve btank at Zoston for the

a2

w Englarni <istrict?
Mr. Frew: 1 herdly think it is necessary, if vou have

beanch ¥it: ~rorer powers. It seems to me the logical

rlace for the ¢fir dark weculd be at New York, and a branch

at Bcafon vculd serve just &s wall.,

The Sscratery of the Treasurvs I think that covers the

croucd. Much obligel.

The Sscratery of ti2 Treasury: TWill you stats your

occupaticz, Lr. Tracoe,

¥r. Traco: Sascretery end Trecsurer Netional Association of

http://fraser.stlouisfed.org/
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Credit Men.
The Sscretery of the Treasury: Are vcu 2ngéged in busi-
n2ss outside of that work, Mr. Trego?
Kr. Trege: Secretery -- nc, that tzkes vy ny 2ntire tima.
The Sscretary of ths Treasurv: Kr. Trejo,:are vcu

fepiliar with thes Fedsrzl Reserve ict?

Kr. Trego: . Very familiar with it, because our Association

- tock guite a d=finzite interest in its passage.

The Secretary cf 43 Treasury: You kncw the problem the
Cormittese is ztt2. ~tir: to deal with, ths division of the

country into nct lese thén 13-~ 1 mean not less thén eight,
nor rore than 12 racicial reserve benks, with the establish-
zent c¢f & heedcusrters for thes2 barks in each one of the
districts, vhe: they are defins”’. Havs vou anr dafinite
id=es abcut the divisica: of the courtry inte such districts,
rarticulcrly tiis zaetarn :;rt’cf the courtry.

Hr. Trego: Orlr %o give vou the benzsfit of our thought
&8s resulting “roc ocur associaticnal work. As tc the
trad: divisions of the country, that is by trade divielons,
én idsntificztion of rercantils intarests. Now, let
me premise that by stating our associetion_io fimm in its

conviction that thares shculd not be more than eight Federal

- Ressrve Banks 2t the #ncertion of the naw system. Now,

http://fraser.stlouisfed.org/
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_‘ there ars atout eight grand Aivieions in the country as
ralated to -trade interssts, and our study came from the
fact that we are the lazgggg\ggggggggglhggganiggzgqn in the
ngzion, and our merbershir extends from the Atlantic to
the Pacific, and from %he Culf to the Dorinion, and we
have clustered together the diffsrent trade intsrests.
ow, the eighg, as I would enurarate then, whilst the
reel gecgrarhical bcunderies coculd not bte -définitely or ar-
bitrarily stated withcut 2 thorcugh study, which I have
not had the time tc give to it, but abcut as folleows:

.'WMe would.cdesignate the North Atlantic, which could run from

_either ths Chesareake.or the North Carolina boundary, and
the Scuth Atlantic, running from that torder to the Gulf..
Then, we nhave the central, which is west of a line
that would fall between Rochestsr.and Euffalo in New York

'Etate'and would exteid to zbout Indiana and Michigan. Ther,
.the Culf,

The Secretery of the Treasurv: How far would that ex%end
southwardly?

lr., Trego: That would sxtand to -gbcut Kentuckv. The
Gulf would extend ncrth ae far as f§t. Louis; 28 far wast

as several hundred riles ffom the Cul?f Coast in Taxes,
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énl 2¢8t to & line ztcut ridway in Alabame. Then w3 hava fzi
thz 1i“?le Test, vhick runs.from the Western boundary of

p:;_ta;t:;l to tout Icwa and Nsbraska. Then w2 heava the
fort.esr west,. Ic.c, Yebreska, Colorado and rerhars.a state
cr twc south of Color:do. Ta2n the Forth Pacific, rcrte
c¢f S:z Frencisco an? vest cf _the farther west'tcundary,
cn? tie Scuth Pacif;c, extendinz frcx that divisional
Vli;e iz Tsxes to the Pacific. Fow, those are the
~2.3rel lines &8 e htve iccated th2u for the grand divi-
sions cf the ilentitycf trade intarests in ta: ccuatry.
Toe Secratery of tis Trsesury: - Well, is that su-zest-
i::'cf rcurs bésed urcn e k.owledge of Tcur orzarization

- $r:22 and cowr.srce in these

-~y

és t0 the ca3r:ri] courss o
differsat districts?,

r, Trece: It is based in t-is wey, Secretery. Ve have
&imed in cur zsscciationzl work to brin: .&bevt clezrances

cf ledger sxrariszce, in order tc rrotazt t:s credits

[

2= va v

found thit thes tusiness irnterests in <T-cse

3ivisicins -ra ice-tifia2d vits cne ancthar. T_arz is

in ii3ztitv of intarast, so far astheir coi. ercial rela-
tions er thair siiv:2nt3 ére concarned.. - New, lat ie

:y that it is wary “i1°7icult cn the Atlectic to cake tocs:

o
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two ¢ivisions, bescauss there.is the New England, the far
Nort: :nd elsc thet Cantrel, extending from Delaware to
Nostz Circlize, and it right te in meking a distributicn
of eight, to ccholiﬁ&te tl: kiddle West and the farthsr
West intc one district :nd 24 one nore district to the
Atlarntic.

The Sscrestarv of the Treasury: MNr. Trego, would vou mind.

2king a mey -- we can surrlv vou with one cf these forms--
eénd indicatin~ the districts -- the homogenous districts

of vour trade, :nd indicste ¢s vou viaw thex from the
exrerience &nd kncwledge which ycur Associaticn possessss
of the rrcblsm &nd clsc indicating then wkich of those
districts -- the rlezcss where vou think the headquarters
ought to bte, ffom & ccur zrcial peoint of view.

Mr. Trego: That is ¢ificult, Secretarv, beceuse we
have our work located in &cbcut 93 cities, and it would be
rather difficult to irdicete a preference of one over another.

The Sscretary of the Treasury: Well, I am speaking of
their relative inrortance, that is all, on account of ths
extant of their comi2rcial and business 2ctivity.

Kr. Trego: ~e hive great confi“ance in the branches and
w2 are céutioninc our cities to subordinate their civic

rrife tc the eificiant 2avelorrent c¢f this system.
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The Secretary
where vou trin

That vill covar

~
3
E
w
1)
O
L
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it, trkcrk vou.
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of tke Treasury: Well, yvyou can indicate
the tranches ought to be in the districts.
ths rrchbler.

will te very glad to do the best I cen.

If vou can do that and

of tha Traasurvy:

Commit+2e, w2 shall be vary glad to have

.
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‘Are there & y* gentlemen here who care 0 be heard on
this proposition? Tf sco, “he committee would be Qery
pleased %0 hear them.

!&u"hréhallt T have something to say on the subject,
if by chance a letter which T sent o Mr. Secretary Hous%on
on Saturday, reached him, discussing this proposition. Tt
was a long letter of five or six pages, and if it did
reach him T could discuss it now.

The Secretary of Agriculiure:

Yes, T looked that over.

Mr, Marshall: T wonld be glad to talk it over with you

‘at any tive i* is convenient for vou.

The Sécretary of the Treasury: Do you want to testify
or do you just want to have your letter put in the record?
Nr. ?hrahall:. T would ra‘her you both should have a

chance to look ove~ the letier and see whether you think
that phase of thé miter should be discussed, and in that
case T should %e ve'y glac o <iscuss it. T would not
want %0 ous a-vshing on :he Secretaries or the gentlemen
T should

here u:less “hev *:i k {“ egheould 32 corsidered.

st tha Foa¢ thik it over a bit.
T, Tillis: The'e is : 2 oint T would like %to add to

is co..veaient.

hEp://f(asgr.stlouisfed.org/
aserve Bank of St. Louis . = .



The Secretaxry of the Treasury: Yes, i wag going. to say,
Doctor, we c=n hear you now or later., Perhaps later on
you m2y want to Ccome back to the stand, and there may be
sune questions I want to ask you, but I think I will wajit,
Lecause .we may want to cover some other phase of the "t
matier.

The ne=ring will be =djourned now until to-morrow

morning =t ten o'clocke.

(*nereugon, ot 3:15 o'clock P, M., the ae=ring

‘ was 2djourned %o Tuesdey, January 6th, 1914, at 10:00 £.4.)
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