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HEARING BEFORE THE FEDERAL RESERVE BOARD

OX BEHALF OFlTHE CITY OF LOUISVILLE,
PETITIONING FOR A BRANCH FEDERAL RESERVE BANK
- OF THE sT. LOUIS RquRVE DISTRICT,

WASHINGION, D. C.,

DECEMEER 81, 1816.
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Present at the hearing were:

Hon. Peul M. Warburg, Member of the Beoard, Presiding;

Hion. Frederic A. Delano, Msmber of the Bourd'

Hon. Charles S. Hamlin, Member of the Bo“ri

Hon. John Skelton Williams, Comptroller of the Cur-
rency, Membsr of the Board) '

Repreaentiﬁg the Ci%y of Louigville:

[i2 38

© Hon. 0llie H. James, United States Senator
from Xentucky;

Hon. Swagar Sherley, Member of the House of Repre-
sentatives from Kentucky;

Hon. Embry L. Swearingen, President First Hatlonal
Bank, Loulsville;

Hon. John W. Barr, Jr., Director National Bank of
Kantdckv, Louisville;

Hon. F. M. Gettys, Vicé-President Union ﬁuﬁlonal
Bank, LOLlSVllle'

Hon. H. C. Jonnaon, President Sevmour National Bank,
Seymour; o

Hon. Percy H. Johnsiton, Vice-President Citizens Na-
tional Bank, Louisville; -

Hon., W, C. Montmamery, V;be—?rewldent First-Hardin
National Bank, Elizabethitown.

o

REPRESENTATIVE SHERLET: Mr, Chairman, 1f I may be permit-

P

ted, it was not with the idea so wuch of an open hearing or
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speech making as it was that, growing out of the talk that I i
had had with the Boar& 1nf0Lmally, some guestlionz came up Lteuch-

ing purely banking matters with which I did not feel myself

5 qualified to deal as bankers themselves, It was suggesied

38 Tl
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sy

that a meeting be arranged bY the Board with ce rtain repre
tetives of the -St. Lounis Bank pregent, and some of the Louls~
ville bankers also, in connection with Leouisvillets applics—
tion for a branch Bank, and these gentlemen have come on in re-
sponse to that suggestion.

I do not know that it is necessary for me to-enumerate
the matiters that we went over at our férmer conference.

The proposition was simply this, that the situstion that
confronts Loulsville iz, to 0“"_mind, an intolerable one that
no commuanity could be expected to sit quieséent under, and cer-
talinly one that, with all respect, the c¢ity of Loulsville is
not going to 81t guliescent under, because 1t believes that as

g result not only of the districting that was made, whereb

v
~Kentucky was divided in half, the eastern part of the State

,tm&v in the old ﬁ&ys uzed to be the pauper part of the State,
and the government of which Louisville helped maintalin through
taxation, and which has now become one of the rich and vrow ng
sections, is &bsolutely denied to us through the arrangement

:

that forced us to go to a:community that we never did any bank-
ing through in the old da ys, and we find that our customers are
going to 8%, Louls by viritue of the better inducements that

ﬁhey could offer them under the system as 1% exlsts than the

Louisville bank: It nmeans, if it is o continue, we are %o
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deal thers and be bled to death, or be compelled to put up &
great deal of idle capital that is taken away from the commu-
nities that we serve in order Lo meet the advantages that are ,
by the existing arrangement under the law, given %o the St.
Louis banks.

We believe that it,wés hardly to be expeeté@ that a Board
whosge interests, as reflected by its personnsl, were necessar-
ily more with 9%t. Louis than with Louisville, should cohsider
fully onf situation; so that we wanted 1o briag thg‘maﬁﬁera di-
rectly here, and mske thse appesl here, and exhsust, at least,

ur resoureés with you gentlemen, before considering other mat-
%ers in relation to i%. |

énd these gentlemen ars here today Lo bear witness, as
actual bankers, as to what is ocsurring,'and what will continue
to ocecur, and the reasons why they have thought it is not only
in the interests of Louilsville, bt in the interest of the sys-
tem, that we should nave @ branch bank.

1 have understocd Ttoday that The Board has determined al

i%s recent meeting that the time is not ripe for branch banks,

and St. Louls has wired that they acquiesce in‘that view on Tthe
part of the Board here. It may be that I may be simply in the
situation that the Member of the Hgnse was the other day, who
was Lo speak on & point of order, and the Chair sald, "I am pre-
pared to rule, but I wiiz hear the géntlam&nl" And of coursse

we do not want to waste yéﬁr time or ours under that condliivion.

N

At the same time, the matiter is as soute as the time I tried to
present it to you befores. I would be glad 1f the Board would
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hear these gentlegen.A

THE GHATRMAN, MR. WARBURG: May I state first that Cover—
nor Harﬁing is exceedinglﬁ sorry that he is unable to be here
today. He has contracted quite & severe cold, and is confined
to his home. |

The next matter of regret is that I do not see anvbody
here representing the St. Louls bank. GCovernor Harding had
arranged that some gesntlemen might be here, vut I do no% think
anyone has come. These ofther gentlemen here Ifrom St. Louls ere
vresent with refersnce to the Clavion mather aﬁﬂ.do nov h&vé
any interest in this hearing. ‘

REPRECENTATIVE SHERLEY: Mr. Chairman, we had a wire from
Mr. Martin, and he expected to reach here at ome otclock. His
train may be here by this time.

THE CHAIRMAW, MR, WAR BURG: He may be here. We expected
him to be present.

REPRESENTATIVE SHERLEY: My, Chairman, perhaps it is fu-

$ile for us to take the matter up without somebody from B+%.

~Louls belng present, That was the very idea of the meeting,

that they might learn Just the situation that confronts us, and
that the matier might be discussed from all three angles, —-
the general view.of‘tha Reserve Board here, the St., Louis Bank,
and boulsvilie. 5

THE CHATRMAN, MR. WARBURG: That, of courss, is mot for me
0 say, what your prefaéence is, whether vou desire to wailt for

Hr, Martin's train, or whether you want to procesd fo present

youxr case without his being present.
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BEPRESENTATIVE SHERLEY: Well, Mr. Chairmen, it ssems to
me, in order to ge%~éomewhers, I might say that we have pre-
sented our brief to 8%. Louis. We have gotten no action ocut of
St. Louis because they have constantly szld The matter rested
with you gentlemen. Then, when we came here, the suggestion was
made that the initiative must come from 8%. Louls. And it was
because of that, that I frankly said I felt as though I had been
vlaying %pussy in the cornert fdr months, and it secemed to me
we should comé to a point where we would kmow Jjust who had the
say in the matier and gel & decision on it. I say that on my

-

own initiative, Perhaps these gentlemen may not agree with me.
But, as I expressed very frankly %o you, gentlemen, it seemed
to me I was Just wasting yvour time and mine for wesks here in
order to find cut who had charge of the m&t%er.

THE CHAIRMAN, MR. WARRURG: But would we not be wasting

z with

more pf your time now that you are here by not procesding
the hearing? Would it not be better to wait to see whether Mr.

~Martin arrives?

MR. SWEARINGEN: May I speak for the gentlemen from Louis-
ville? We do not believe it would be very satisfactory to have
a hearing without having St. Louls fully represented. TWe aleo

would like %o have the pleasurs of seeing the full Board, and we

e 1

N

would be delighted to come back in January at any ftime the Board

directed. ‘
TEHE CHAIRMAY, MB,‘EMRéﬁR@: ‘Bpeaking for the Board, it
wounld be entirely satisfactory to us.

MR, SWEARINGEN: -Th&t would be better, e all have the
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Christmas spirii %n our bones anyﬁay, and e%eryone likes %o be
at home at thls season, and we would rather come back in plenty
of time, and have the S%. Louls men representsd.
THE CHAIRMAN, MR. WARBURG: I am sure it is perfectly sat-
isfactory to ue 10 fix a date that would suit you in Jénuary.
Y(Disoussién resulted as to the time of arzival of Hr. Mar-

tin's train,)

THE CHAIRMAN, MR, WARBURG: Vhile we ars walting, let e

2]
ot
0
¢t
(6]
ot
e
’.«h
12}
4

‘or the Board: You made & statement that the Board -
had decided it was not time to open branches of the Reserve
Banks?
. . REPRESENTATIVE SHERLEY: I just heard that informally. I
should be glad to hear the facts of the mabbter.

THE CHAIRMAN, MR, WARBURG: I may state we have not reach-

ed any conglusion as to thal, and I mey say frankly that the

whole problem troubles us a great deal, bhecause we cannoct desl

with Louilsville alone without dealing with similsy propositions

“in other districts. There is a gquestion of administration in-

.

volved there, and whille we are certain that at the proper time
these steps are to be taken, i1t 1s & guestion whether the pro-
per time is here., But we have not decided one way or ﬁhé;gﬁher,
&nd S0 in coﬁing here for this hearing you are not wasting your
time. =3
REPRESENTATIVE SEERL@?: I was misled by a telegram I was
shown from S%t, Louis, to the effect that the St. Louls Bank
agresd with the Reserve Board that the time was nob ripe‘for‘

the establishment of & branch bank. I just assunmed from Thal
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‘knowing that you gentlemen had been in conference last week,

that there had been some conclusion reached by the Board. I am
very glad to know it 1s not 86..

THE CHAIRMAN, MR. WARBURG: Do not understand that, that
it is c;pse&. It is not at all.

MR. DELANO (Reading message just handed to him): The
train wili arrive at two-fifteen. It is due at one-five, It
mist be in now. » _

REPRESENTATI¥E SHERLEY: Mr. Chairmen, it has been sug-
gested, if you gentlemen have, as seems to be apparent, some
other gentlemen %o hear on‘another matbter, that we might re-
tire. That will probably take only a little while, and then
if Mr, Hartin appears, we can go on with this hearing this af-
terncon. If he does not, Wé can fix somé time in Janvery thab
would suit the Board. |

THE CHAIRMAN, MR, WARBURG: We could very likely go up-
stairs and hear those %wo gentlemen, if vou decide %o walt here.

REPRESENTATIVE SHERLEY: We would be glad to wailt at either

=,

place. We do not want to discommode the Board.
(Whereupon a recese was taken, during which time Mr. Mar-
tin, representing the B8t. Louis Reserve Bank, appeared.)

- THE CHAIRMAX, MR, WﬂRB@RG:{Af@@r the hearing reconvened):

o

gentlemen Irom Louls-

Shall we hear Louiavillahgirst? Will th
ville tell us whab they»ha?q to say firsii

MR. JOHN W. BARR, JR.;; Mr. Chairman, and gentlemen: If
we may, we should like to present this matter in a very infor-

mal way. I listened with much pleasure upstairs &o the way in
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which that qesiion was presented, and at the same time we are

delighted that we have walted until Mr., Hartin arrived. By the

1]

{

ranne? born he is & Eenbuckian, Hs has bes

3
!

transferred to Bt.
Louls, however, and we are delighted that he is here. I

it is only right that under the circumsiances we should speak
with the greatest frankness with regard to the situation, not
discussing the law, ofvcoursé, but discussing the conditions

which apply in our particular cass.

'._l

Sometime 1n the early summer, we nmade an application,
that 1s %o say, & large number of peﬁi%ioaiﬁg national banks
in the State of Kentucky, a part of the Eighth Reglonal Dis—

~trict, and a number of banks tribubtary to Louilsville 1ocatéd
in the s outhern part of Indians, asked for the establishment
of & branch bank in Loulsville, thelr theory being that the
law was mandatory.

With all due respect %o you gentlemen, we fully recognize
that the time is with you and also that the place is wiih yomj

=but we take it thet under the law, as enacted by the legisla-

%iye'%ody of the Government, 1t wes Llntended that branches should
be éstabliehed in due time and at the proper plages.

How, the dituaticn in Loulsvills is this: We have & COn=-
monity south of us and north of us that has been doing business
for a great many years with our cify. The course of trade and
the course of banking has not been east and west, but north and
south; &nd thserefore the interchange of business has been with

Chicago and with Bew York very largely, and not, as now, under

"

the ruling of you gentlemen, with S%, Louls and Cleveland. Our
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their interests are different, separate and distinct. WFow, it

_cality over any other lacality which may De within the reglon.

State, as you know, is divided into two parts, the eastern par’d

being in the Glevél&nﬁ pertion, and the western part belng in

the B8%. Louls district.

A% the present time we feel this —- and I am going %o

speak with absolute frankness, so that there may be no misunder-

stendinry with regard to it. Many of the gentlemen in St. Louls

intimate personal friends of ours. We lock on them with

frankly.

speaking, irreconcllable conflict of interests. Thatts all

there ig to it. Thatts what we seek for you to set aside. I

.say it to you with the greatest respect and confidence, because
the gentlemen in charge of the St. Louls Bank are friends of

ours. They have been most courteous to us in many ways. But

is natural, in a way, that advantage shonld be taken of this

the

situwation, and, in another way, I do not think law conbem~

- e

plates that undue advantage should be given to & particular do-

To illustrate this, -- and it's no personal grievance, it

oy A o

s simply & stabe

e

ment of fact, -- of the nine directors &n the

-

ederal Reserve Bank at 8t. Louig, five of them are residents of

m

t. Louis. Now, that may be entirely proper, and I am not deny-

it is proper, but 1t shows that we have very little

voice in the conduct of that business. Now, it 1s not & matter

-

of pride withus, but it is & matter %o be considered. We feel

it would be a benefit to that Bank, if we should come in more

intimate contact with themn,
L
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To illustrate: f paper is 1o be passed on by the Bank
in S8t. Louls, it'é'@uiﬁe essential, in our opinion, at least,
that someone who is thoroug&iy‘familiar with the paper which is
considered for discount -- and some of 1t is of & meéuliar na-
ture, namely, what is known as whiskey paper and tobacco paper,
Whi@h is i&rgely sgtricted o Lomiﬁvillg and Cincinnati, I may
say, and l1s not so well known Lo those other States. Therefore,
1t is proper that someons in touch with the situation should
aid and advise in the purchase, or rather the settlemsnt, of the
guestion, as to whether it is proper paper for discount or not,

I pass that by simply as the conditions which exis%,vané
Witﬁ avsolutely ho reflection on the individusls. It is simply
& condition, and not at all pesrsonal.

Now, showing how‘there ig an izrecoﬁcilabl& @onflicﬁ, for
thatts what it is, we ascerisined that a large smount of busi-
ness in the form of bank deposits, not, only national bank de-
poslts, but also State bank deposite and trust companies, are

.peing diverted %o S%. Louls. I%'s natural that under the cir-
zéﬁmstancea'from the 8t Louls sitandpoint they ghould be diverted
tﬁére. Fow, they are not diverted to the Federal Reserve Bank
thgre, but they ar@'diverted te banks in St. Louis. The result
of 1% is that the deposits in Louleville are not growing as they
should, if we had & br&nc@. The d@pos;ta are growing in St.
Louis as they would not é}ow, if revefsed.

Now, to illustrate thgi: We are reguired to keep larger

"

balances in St. Louis with banks, as well es with the Federal

Reserve Bank, then we feel is necessary. The resuls of that is

A
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that that money is:'idle; we lose the benefit of it; and fur-
thermore, gentlemen, the positlion is just this, that the ples

W
3
&

has been made, and I say 1t sgain with no disr spect to our

friendsthere, it is very natural that when persons are %told

f you send your -

[ -

hroughout the Btate, as

ct
e

they have been, that

paper over o St. Louls, we know every one there in the Bank,

and -they know us, and we

¢an have your paper explalned, and all

that, why vou will likely get‘accommﬁd&tions. How, of course,
that, and I spesk purely from the matsrisl stand-
is that bank deposits throughout thie territory, which
we bthink should belong to & branch bank, are now going, and
will continue %o go, to St. Louls, whereas 1t isn't customary,
agcording to the tradition of the past, that those deposits

should go to St. Louis. The same thing might apply if the Bank

were located in Cincinnati, but nevertheless they are going there

in our opinion. We feel that that is detrimental to the State, -
not only to the city, but alsc to'ﬁhe State.

‘ Now, that is the condition. You can readily see ﬁhat,if
igﬁesks are drawn on Loulsville and then sent over to St. Louls,
aﬁ& then revurned o Louisville, why The result of 1t 1g there
is & delay of two dayvs, whereas 1f & branch were located in
Louisvillé -=- not an agency, gentlg@en, but if a branch were lo-

cated in Loulsville -- we fesl that the Federal Bank would be .

popularized; we feel that a very great deal of business would be
done with the Bank which is not now done with the Bank, and con-
cerning which some of our friends have asked us why it is not:

done with the Bank in St. Louls, and 1t is proper that that ques

A4
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things, which were presented

ws had the most respect

L

tion should be asked. The reason 1t has not been done with St.

Louls i1s that that region does not feel at home in St. Louils.

They feel they know the people in our region;

can get on a trolley car and go %o Louisville

do their shopping, 311&3@8 to have paper discou

be, and get back the same evening, whereas

do that with the disftance %o 8%. Louls.

that & good many bankers in our State, which we

trivutary to this branch, now borrow their money in New York

and Chicago and other bankﬁ, e&@ of patronizing, as we

F=1

-

feel they should do, th Feder 1 Reserve Banks.

We simply come here; we are members of the federal reserve

systen; we think it is a Cf'oc.zfi law; we bthink that from time to

time it needs facis to be lald belfore you gentlemen, so that

you might rectify unintentional R&TQSL ps which are now placed

wpon us,.

I shall not go into the arguments with regerd to distance,
with regard to convenience, with regard to a great many other

%o the Bank in 8t. Louis, on which

ful attention. Those briefs are beforse

you, gentlemen; we simply wish to lay belore you, =-- and I hope

that after we have done so these ok 1ur gentlemen Wlll have some

remarks, -- we have lald belfore vou, and we say it with &1l

rn soh

seriousness and with all™ edzn stness, that we feel ¢ under

the circumstances we are being uniortunately, and, in a way,
unjustily discriminated against. q

These gentlemen have ably stabed the case., Mr, Sherley
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has told you about it, and Senator James, and Senator Beckham,
-—- they fesl it ig a mabtter, not for Loui@ville, at that’the
whole State at large is concerned.

ﬁow,'in that connectiqn, may we disabuse vour minds of the

question that we are asking for a re-districiting of a 8

ct
M
= 2
0]
L3

we wish to present to you today, that we fesl that as the law
is mandatory for the location of braunch B&nks; that a Bank
should be located in Louisville,

Now, the first guesiion that was presented to us in regard
to the location of a branch bank Waﬁ, -- Will it pay, or not?
Will i% ve a drag? Will it be a detriment %o the Bank in St.
Louis? After careful consideration of thatb, gentlemen, we came
to the conclusion that it was only fair to do as Indianapolis
has done, namely, to give a guarantse, Which the banks of Louig-
ville, either collectively or individually, or ahy other way
that is satisfactory to your Board, will meke, namely, that if a
branch Bank be located in Louisville, we will gusrantee that it
7ill be ge¥f-gustaining; and more than that, gentlemen, we feel
%ﬁ%ﬁ we cannoé only make 1% selfi-sustalning, but we feel that
it will be & source of benefit to the parent bank, that being a
child to the perent bank at S%. Louls. In other words, we feel.
that we can, in that locality, popui&rize the Federal Ressxve
Aet. TWe feel that we caﬂﬁ%e,S@if—sﬁstéiming where we are not -
self-sustaining now, -We wikl bear the burden of it if we zre
not self-susiaining, as we confidently consider we will be. We

‘ - TR S t 17 ,“ m"r-fa
feel Yners will be an overplus, which we will gladly transfer

Digitized for FRASER

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis




Reproduced at the N

ational Archives

14

o the Bank in St. Louls.
These other gentlemen are more technical bankers than I anm.

I am an officer of a bank, and therefore have never gone througl

fan

e,

e routine and detail. And here are my friends who know well
the details of banking, =- Mr. Swearingen and Mr. Gettys, Mr.
Psroy H. Jonnscn, éné all these other gentlemen, who can answer
any question in regard fto technical wmatters, which 1 &anaéﬁ, I
wish to lay this before you. I felt some embarrassment about it
I feared you migh? feel that we were aggrieved in some way. We
are not aggrieved, except that we feel, and we feel most ear-
nestly, that we are suffering materially, -- the entire State is
suffering materially., And the Federal Reserve Board at S%.
Louis, I can repeat, and especially Mr. Msertin personally, has
helped us out of very serious trouble, which I sincerely appre-

-

clate, HNevertheless, we feel that as the law provides for &

branch, and no one will guestion the propristy of the logation,
it is only & guestion of the time, and the reason we feel that

immediate action is nescessary, is because we see in detall the

e

Tess that resulte from the present situstlion. I thank vou very
mich.

THE CHAIRMAN, MR. WARBURG: Do any of the other bankers de-
sire tc Dbe heard now? ¢

UR. F. M. GETTYS:¥Mr. Chairmen, I will be brief. I want
to say first, I doubt i£4 can an@weﬁfany technlical banking gues
tion. I have been a manufagturer until recent vears. The argu-
ments made some ninety‘éaye ago before the 9%. Louis Board have

been printed, end briefs have been sent you. 1f they have bsen

4
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I will endeavor not to touch on. Your first 1lnterest, of course,

misplaced, we can supply others.

¥

Mr, Barr has gohe over several phases of the matter, which

is not so mmch with hardships that are Dbeing inflicted on cer-

tain cities or sections —-- the weather, the tariff, and all en-
ter in to a certain extent -~ but your first and greatest inber-
est 1s in the succsss of this great system.

How, to my mind there is a bigger guestion than the nmere
lack of representation that Loulsville might have on that Beoard.
I %hink that we can get a patient hearing. Certainly we have
nad svery possible conrtegy extended to us by Hr. Haritin, CGov-
ernor Wells, and his asscciates. I believe we could borrow all
the money we wanted there without any trouble &%t all, and with-
out being inconvenimnced., Howsver, I aenéiﬁer theat there is &
st1ll biggex qaeatisn in this matiter than the mere hardship theb

is‘being worked on Loulsville. We are prepared 1o make sone

w

re desply intsx-

o

sacrifices for the succesd of this system. We

we were not in-

e
i

gsted in it. Ve fesl we would not be patricts

b

W
terested in, the success of this system. Now, the guesvion 1 re-

fer %o i1s the fact that an important unit of this system 1s not
going ahead. The 8%. Louls B&mk ig not performing whe funcilons
for which it was organized. ‘

Tow, thatocondition is due to an wbter lack of sympathy be-

tween our ferritory and the St Louls territory, and I am not

going to any great lengih about that. I will simply touch a few)

points.

Ag Mr. Berr has gaid, these gentlemen are our friends.
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We wine and dine with them. We enjoy their soclety. They are

as gallant a set of ‘gentlemen as ever "scuitled a ship He

'S

('D

lieve that until thess twelve regional banks are all maintain-
ing their constituents in close sympathy with them, the full
benﬁﬁltu of the system can neVAr be extended to the people.

¥ow, here is this district No. 8. it is certainly very
important. We nsed not wait until the sform breaks before we
prepare for the need of this Bank; and we all recognize %he
fact that in these abnormal times the Bank has not had an op;
portunity to demonsitrate what it could do. We have to m&ke Bl=
lowance for that,'and we feel that just as the mere fact that
we had a Currency Association in Louisville, well orgaﬁized,
the machinery all ready %to start up ob August 1, 12914, and that
we met & situation thers, that it is important that we get
this disdr t‘No.{% synuﬂronous all the way through.
How, %these prejudices exist. We are not bad children. Te

feel that the banks of Louisville should be absolved from such

& 1ittle, narrow unpatrioctic noslt ion as that. We have good

reasons for discontent. We were disappointed when we did not

“

gé% one of the Federal bvanks. You have heard all about ithat.
We are disappointed, and are still grievously disappointed over
the districting; but thatls ancther matter. We have been dis-
eppointed and aggrieved oyer the attltude of some of the 8t.
Louis banks. DBefore the ink was dry on that great Act, some of

then had emisgaries in the 1161& solic

citing usiness, reilect-

'J.

ing on the integrity of the Board that was to be appointed and

to be elected by the member banks by saving, "You mugt have a
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friend at Court when you send vour paper up. You must have
somebody who can properly represent vou.l Now, I dontt mean

Yo say that the heads ol those institubtions authorized any such

[42)

statements as that, but I do know that this sclicitation went
on after their attentlion had been called to it; and I also

knog, an@‘I want to pay tribute to one banker in 8%, Louis, who
sent lefiers out proltesting against such methods, which wers
ringvup feeling in our territory, and stated very positive~
17 that nothing could be done by any 8t. Louls banks that could
possibly note be done by any Louisville banks.

We velieve that these prejudices will eventually be broken
down, butbt can we afford to walt for the natursl course of
things? We have got to take human nature as it exists. There
is absolute bitterness, cutspoken bitﬁerﬁess, among some of
our country banks against the 8t. Louls Bank, and yet, they all
say, we know, that they have every‘poasiblé courtesus itreatment
from Mr. Hartin and his associates. There is indiffefenae and

ﬁgrejuﬁice in ouzx Oﬁn minds &gainsﬁ o propoaition,

_‘k Fow, we believe that can be broken down guickly, — and we
déunot know when some financial storm will brsak over this coun-
$ry =~ by the esteblishment of & branch at Loulsville at the
earliest poseible time. We can assure you resulie. We have

"

gaid all that we can say as to the expense. We will do in

v

sixty days under those conditions what 1t will tske six years

to do in the natural normal course of events. These pT

8-
dices will all diszppear in time, Put we are humen beings and

o Y

it will take a longer time than thisunit, one-fourth of this
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system, can afford to walt, in my opinion,

-O0f course, as-has been stated, we cannot hope for those
gentlémen -- those five gentlemen, living over theré, to di-
vorce themselves sniirely from the gt. bouls intsrests. I
would be umnatural o BX“eGu it. We hawe felt at times a good
deal iiké”the cld darkey who had csught a catfish. He was
wiggling and t¥ying to get away. The darkey with his knife up-
raised said, "Wha' foh you tryin' to wiggle, you catfish? Itse
not gwine t!' do anythl'ing wit! you exbep* t7 clean yo' out, an?
gat you!® We have fellt at times that after we were¥clesn
out and eaten "we would have a‘very symp&thetie hearing over
there,

Now, my last word is to say that these gentlemen are all
charming, de lig t¢u¢ friends of ours personally, bub when it
comes down to & businsss proposition, they are not thinking of
our troubles at gll. We have certain rights over %here, and we

- e -y

would like to know where we stand. It came badk o us that our

petition had been passed to the Federsl Board. When Mr. Sherley,

flushed with victory, handsd me some tele grams, he said the
_BO¢ rd had nothing o do with it, that it was back to &%. Louis,
There is a game of cards called "passing the buck." HNow, we
are not children. We do not want to bore two sets of gentlemen.
We will bore the 8t. Lounis Board or we will bore vyou, but ws
would like %o know Whichh%e shouzld @rééenﬁ our case before, and
the branch Bamk is Wﬁitingfénﬁ needed there, without waiting for

this storm to bresk, which will come some day.

We know that vou gentlemen will be actuated by patriotic
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motives, and I want to.thank you and say in cenclusion, if you
have any technical guestions, @om't ask them of me!l

THE CHAIRMAKN, MR. WARBURG: Let us hear about those tech-
nical éﬁéstions. '

SEHATQR_JAMES: We are "Passing the brick® again¥
REPRESENTATIVE SHERLET: Some question came up by r.
Delanc as to whether there has been an actual guarantee of ex-

penses by the branch bank, The gentlemen are here o bear
witness; they are prepared to do it, and not to limit that
amount., Mr. Delano seemed to be of the impression ﬁhat the?
would simply create encugh busiﬁess to make earnings sufficient
to pay some twenty odd thousand &ollars;‘but that the asstual
cost was not guaranteed. I think I am authorized to say these
gentlemen are prepared to make whatever guaranty is necessary.

MR. BARR: Whatever guaranty is necessary will ve forth~

coming.,

’.’_S\

BEPRESENTATIVE SHERIEY: The other proposition was this:
%he statement was made they did not see how it was %hat bhouig=
ville was at & disadvantage there against 8%. Louls. 1 stated
then I was not in position:to go into the detall of it as I
understand i%, gentiemen? and amplify it. It resulis simply
that through their corr;épondents théy have a delay of & couple
of days that St. Louls Woﬁid not have. In order to prevent the
resulting losé,of interest, they are réquire& to assure their

g2

customers that they will be credited imnmediately upon =i :
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deposit, and in dfder to make that good they must carry in
St. Lbuis a volume of money. That results in that much money
being taken away from thenm to be used for the service of their
usbtomers., HNow, if that is not clear, why, 1 hope scﬁe of
these ge;tlemen will amplify it. That was one éf the proposi-
tionse. | |

Some genftleman on the Board made the statement that when
jou got all of your reserves in under the law, you‘ocﬁld g~
mqnstraxa'to'the bankers of Louis vilie that they would be as
well off as S%. Louis. I replied, for once, that we were from
Missouri, and we would like to be "shown™ aboutb that, and if
you could convince these bankers, I was through. |

I want to add one word, There is a fundamental thing in

‘this matter deeper than sll the claims of Loulsville or any

other section. I realize you gentlemen are concerning your—

gelves with what you will have %o do elsewhere in case you

give us this branch Bank at Louisville., I may answer that 1t

~is very little satisfaction to Loulsville to ®e told that her

rights cannot be granted because it would involve qpmeboéy
else, somewhere else. I want to express, and I think it will
be borne out by my colleagues, those of us who have been in
Congress, know Why thisslaw came to be enacted, and know that
1% could not have been»én@gted except by the positive repeated
assurances made on the floor, made in cauncus, generally, that

we were decentralizing the money power of America, Those oF
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us who had studied the question realized that itvwgs not pro-
per to accept at its face value any proposition that looks to
a denial of that basic purpose in the creation of the Federal
Reserve law. I think the debates themselves will show that
¥Mr. Glasé, who had more than any obther one man to do with put-
ting this law on the statute book, stated that it was the ex-
pectation of the authors of the bill that most of the business
of this system would be done through these branch banks. The
law was written, as plain as it was possible for a human being
to write it. It did not say, "you may." It did not say 'we
hope you shall," or "hoﬁe you will"™; but‘éaid "You shall €8=
tablish branch banks.™

How, of course, that, of necessity, leaves a discreation

- a8 0 bime and place. It does not leave an arbitrary discre-

tion a8 jo whebher or nob the branch banks shall be esitablished.

¥MR. WILLIAMS: Vhen we had a hearing in Indianapolis, the

“guestion was asked Louisville,'“Will you not be satisfied with

"4 branch bank?"

¥R, BARR: Unhguestionazbly; and the understanding all

through the consideration of this bill, from the time of its

‘introduction wntil it became law, was that there to be this

local control by the different sections of the country.
How, I called,aﬁtentién the other day to the suggestion
of Mr. Miller when he sopke about the fact that if there had

been a less number of banks crsated, it would have been péer-
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haps easier 10 esf&ﬁlish branches; that whatever might be the
merits -- and I 4id not pﬁofesa to put my Jjudgment against his
as a banker -- whatever wmight be the merits of centralization,

- neither this Congress ncr any other Congress is goling ever to
permit mére of a centralization by reéﬂcing the number of these
reéerves;‘an& socner or Iater, if the feeling that is being
gsuppressed all over this country, téuehing various branches
does not fimd an ocutlet, the 1id is coming off as to the whole
business.,

Eow,'we nad an illustration of that down at the House the

other day. My committee abolished in the bill that it reported

the Baltimore sub-treasury, and Baltimore came over en masgse to .

wait upon the Committee to protest, and finally went out on the
floor and organized enocugh vobtes to upset the Commitites, and
the Committee on Appropriations. The thing got in more or less
of a row. The Committee of the Whole proceeded to abolish the

;mgbston sub=treasury, and I believe one or two others, and =
fnémbef of @eeches there were made that it will repay reading,
né% for the information they give, but for what lies back in
the minds of tﬁé men who are making them.

Just as surely as I am talking here, Just as surely the
Congress is mobt going to.sit content to see any great cen-
tralization built up at th§texpense of other cities by the ma-
¢hinery of Law. Communities are not sensitive over the sSuc-

~cess of rival communities when that success is carned in a fair
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field of competition, but they will not sit content, and ought
nét, to see that success earned by virtue of law that works to
the discredit of one community and for the benefit of the other,

Now, as you geﬁtlemen know, I speak frankly. There is not
any uée of mincing words. You are nobt going to get cooperation
in the fullsense of the term on the part of the territory tri-
butary to Louisville aslong as the situation exists that does
exist now in regard to 8t. Louis. If vou want that part of the
territory to help build up the St. Louls Bank,‘you have got to
convince it that It's not going to be discriminated against.
There is many a banker today that is going to Ghicago and go-
ing to New York, and will continue %o go to Gﬁicago and New=-
York,‘for his acgomodation, and Wiil not go to St. Louils; and
St. Lcuis‘is dimitingy and will continue to limit, umbil alil
parts of the systen are made to‘believe that they are going to
e on teims of equality.

2

Then, a branch Bank cannot succeed in Loulsville without

simply‘that much benefit to the whole system. If it fails, i3
means, as to‘ﬁﬁe guaranty that %hesg mﬁn‘pux up, that they are
that much oubt of pécket,rso that gheir iﬁducement is to make it
succeed, and by succ@edfﬁg to help tﬁé St. Louls system.

We -have been as patiéﬁ% as men could be. 'We are not simply
complaining out of pvique over not having been chosen &8 a re-

gerve city, but we have Been our State cut in half; we have seen
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- orawl out. And thatts why we are here. You gentlemen doubilesss

24,

every natural law of trade upset; aﬁg we seevnow our banks be-
iﬁg robbed by a direct propaganda, and if we sat silent we.
would deserve Just what we get, being bled to dealhs.

Mﬁ;-S@EARIEGEN: Mr. Johnston is our ftechnical banker, and
he will be the last to speak for Loulsville.

THE CHAIRMAN, MR, ﬁARBUBG: We will be glad to hear Mr.
Johnston.

¥R. PERCY H. JOHNSTON: Mr. Chairman, and members of the
Board: Hr, Swearingen unduly flatters me. Eoﬁhin?that W& may
say in this conversation, or hearing, do we want %o be construed
that we do not believe that this Federal Reserve Act is a great

piece of constructive legislation. We wani you also to feel

and believe that we have entire confidence in your Board, in i+s

loyalty and in its administration of this law. We find our=

selves in the peculiar position of being caught betwsen two

héve recelived a copy of the brief we filed with the Federal
Reserve Bank in 8%, Louls. More than likely most of you have
not had time to go over i%, and if-you have, if you are like
the rest of us, you have: probably forgotiten it. 1 would like
you to bear wiﬁh me while I read one or tWo paragraphs Irom

the brief of remarks that I make at that conference.

]

!
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PTHEREAS, the question of tﬁe establishment of

branch banke is- eme ef broad gemersl poliey, amnd this

Board has been giving the guestion of the establish-
ment of & branch bank in this district its careful
consideration, and

WHEREAS, at the reéenﬁ conference of Federal Re-

serve Agents the opinion wes expressed that branches
were not needed at the present time and, therefore,
should net be established, and

WHEREAS, at the recent conference of Governors
the opinion was alsd expressed that brenches were
not needed at the present time and that all the
needs of member banks could be adegquately cared for
by agencies and that, therefore, aft the present
time branches should n@t be established, and

IHzR 5, the experience of the Federal Reserve
Bank of St. Louils in Memphis has been that the re-
discounts of member benks located in that city can
be passed on so promptly as bo give entire satis-

faction to member banks and thet, through sun agency, .

the present needs of member banks can be adequately
cared for, and

WHEREAS, a conference has been called on the
subject of establishing & branch bank at Louisville,

PHEREFORE, BE IT RESOLVED, that the Chairman
of this Board be appolnted to represent this bank
at that conference and that he be instructed %o
present to the conference, as the judgment of the
members of this Board, that, at the present time,
conditions de¢ nol warrant the establishment of g
branch bank in this district, fthough final aetion
on the proposal be postponed until after a report
has been received from the said conference.”

35.
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YCENTLEHEN: ~ :

Mr. Barr and Mr. Settys have fully set forth
the purpose of the reguest for this hearing and in
a general way, whal we want and ask is well covered
by thelr remarks.

However, it has occurred to me that it would
be well to set forth the wonderful development that
is teking place in the Eastern part of Hentucky.

In the mountains of Eastern Kentucky, scientists
have said is contained one-fourth of the world's
visible coal supply, which at the present normal
rate of counsumption, they estimate would last the
world for five hun&red years to come,

Unﬁll recently, this mervelous deposit of un-~
told mineral wealth was pryetically untouched. Dur-

ing the past five years we have seen striking evi-

dence of the immense possibilities of fthis seotlgn

of our State. During this brief peried of five years,
various railroads have spent over one hundred mil-
lions of dollars building lines enterimg these vast

‘fields and during the same period of time, large

coal companieg have expended something like seventy;’
five millions of dollars in the preparatlon for
operabion - and still this gzreat section of minersl
wealth is in its infancey of development.

®With the futbure outbstretched before us, amd
with prospect and‘p0331b111ty that this great sec-
tion of our State is destined to oubrival the
famous Pittsburg district, small wender is it
thet Louwisville and its associated banks sheuld
feel keenly the division of our State and the un-
natural banking and trade alignments that have and
will result therefrom.

In Mr. Barr's statement, Exhibit Ho. 8, it has
been pointed out that the formation of a2 Branch St.
Louis Federal Reserve Bank in Louieville, ineluding
the elbhty-flve banks located in the terrlbory we
ask to be allotted, would give the branch bank =
capitalization of ESOE 006 and &99031ts of $2,072.191.

It is further shown in Bxhibit To. 11-a.ﬁaat
if the branch was operated under & Worklnw-agreement
with our loecal clearlng House Associsation, that the

expense for its maintenance and operatloﬁ would be
most reasonable,

i
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Under Exhibit Wo. 11-4 and Fo. 11-B, it 1is esti-
mated that the-branch would not only be self sustain-
ing, but that it could and would earn dividends of

6% on the a§p9rﬁlﬁﬂea ‘stock with & reasonable 1likeli-
hood of something in addltlon.

These stauements and exhibits we are now prepared
to discuss with you and we shall be pleased $o have
any of you. gentlemen guestion us as to our calcula-
tiong; conelusions and reasons therefor.

It certainly was not the intention of the framers
of the Federal Reserve Act to give undue advantage to
the member banks located in the FPederal Reserve Cities.
The facts are, however, that in order to put themselves
onn an egual basis with the Hatlonal Banks of St. Zouis,
so far as btheir country correspoundents are coucerned,
the Hational Banks of Louisville are mow compelled to
keep large excess reserves, without interest, with the
Federal R serve Basnk of St. Louls, for the purnose of
obteining immediate credit for tne drafts, drawn on

the uGQlSVllle banks in favor of the Eederal Reserve
Bank, :

With & bremch at Lounisville, these excess reserves
would be released to the Louisville banks.

We now desire to take up with you the present
method of eheck collection by the Pedersl Reserve Bank
and to show you how it causes the Loulsville member
banks to have outst@ndlng deily in transit meny, meny
thousands of dollars in items that to a great extent
would be corrected by the establishment of a branch
bank in our city, which would eliminate largely the
loss of inferest on these items in traunsit,.”
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~gastern part of our State we had no business whatever wuntll this

27;»

Therefore, now speaking directly to the operation of the
Bank in S%. Louis and our own bank, a statement has been made
by ¥z. Barr and Mr. Gettys that representation has been nade
that the membér of banks in St. Louis were in better position
to serve banks located within our natural territory, Kentucky,
than we in Louisville, To offset those representations, and
to stem the tide of business being diverted ﬁo S%t. Louis from
Louisville, the national banks in Loulsville have made arrangs-—
ments with the Federal Reserve Bank in St. Louis to pay all
customers receipts and charge to our account, therefore oéusn
'ing the national banké of Louisville alone %0 carry an excess
of regular reserves in order to meet the competition of St.
Louls. ©Similar conditions exist in the Cleveland ﬂistric%.
Banks that never before dreamed of doing business with St. Louis

or Cleveland are now deing business freely with them, and in the

“year, and last year the banks had loaned large sums in that
territory, The same condition exists in the western texrrifory.
We have pracitically no loans from the western part of our State
and southern Indiana. We have done all we could to offset it,
and the only solution we.see for it is the sstablishment of
a branch Bank in Louisville.

How, we believe that as business men if we were to make
this proposition to any big wholesale house of manmufacture

anywnere in the United States, -"If you will open a branch in
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Loulsville, we will guarantee you against any possible out-
come,” they would take the chance. That is pretiy good busi-
ness we feel, and that's what we have cons before vou to ask,
that we be not further punished. |

We know that ybu have a very trying position to please
everyone, and we realize that in the division of ali this ter-
ritory you exercised 'your best judgment, and the relief Hhat we
ask for now is something that we cannot help but believe will
be of benefit to the parent Bank. We are shareholers in this
Bank, and we afe speaking to you as shareholders in>that Bank
iniaskiﬁw for the establishment of a branch in Louisville.

We w111 be very glad to have any qaestions asked us, and
we Will endeavor 1o answer them.

THE CHAIRMAN, MR. WARBURG: Shall we hear Mr. Martin be-
fore we ask any questions? We Eave heard from Louisvitb.

with great deal of sympathy, and are now ready to hear from

' Mr. Martin.

MR, MARTIN, REPRESENTING ST, LOUIS: I presume, first,

- pefore 1 undertake to discassvany of the statements made here,

that I should 1*ead this regoluuion paSaed by our Board of

Directors yesteré&y, exnlalnlna why I am here, and giving

me aubthority to be bere‘
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Inwegard to this motion, I would like to state it was

unanimously carried, Mr. Finley, of course, VOting>“ho“.
| SENATOR JAMES: And all of the St. Louis banks voting
Taye®l o _ | o

MR. MARTIN: They d4id. Now, Governor, May I speak a
1ittle further in regard to this matter?

THE CHAIRMAN, MR WARBURG: Proceed.

MR, MARTIN (continuing): Not only the St. Louisibank-
ers, but the representaﬁives from Little Rock, seconded the
motion. The gentleman from E vansville voted "aye". In other
words, the representatives on that Board, voted ayeW,

Now, how did that DBoard get elected? Mr. Hill was elec-
ted by banks in Group, by banks having a capit&lization BXm=
ceeding $100,000. How was Mr. Woods elseted? I am taking
up these 8%. Louis wmen, and gentlemen, in this regard please
Aunderstan& that I am tryihg to come to you as the represen—
i%étive of District No. 8, as far as I know how. I am couming
~t;"you in thav position, and I an atteﬁpting to present facts
tc you as disclosed by an examination of the districet. I be«
lieve none of you gentlemen will sit here and say that you

have not got absolutely the falirest trgatment,that could

%
9

possibly be given in every request you have made threugh ne
on the St. Zouis Bank. If it is not true, I want %o know it.

YR, GETTYS: We have all stated that.
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VMR. MARTIN (Contimuing):s I come to you now, and if your
statements about 8%. Louls are right, let us know it. I want
to know it as much as you gentlemen do. If it is wrong, you
I take it, want %o know'it. How, let us investigate the sit-
uation. _

As I say, Mr. Hill was elected by the bankers in Group 1,
the banks having a capital in excess of $100,000. Mr. Woods,
was elected by banks in Group 3, Now, they'are banks having
a capital of less than $100,000, and in excess of $50,000.
Those banks, some of thew in Union City, Tennesses, some in
Kentucky, some in Indiana,'véﬁed for Mr. Wocd and elected him.
They 4id not have to do it., They d&id it, UFow, dr. Finley,
a8 you genblemen know, was elected by the banks in Group‘a.
Mr. Biggs was elected by banks in Group 1. Mr. Biggs, living
in S%. Louis, is & Group 1 man. Now, some of these gentlemsen

on this Board could have been elected by other groups, had

%hey seen fit. Recently, Group 3 has elected a CGroup 3 man,

CMr. Ziegler, from Albien, Illinois, to represent it on the

Board. Well, so much for that.
", 1t seems to me that the banks in the district, and I am
trying to give you this fairly, geﬁﬁlemen, I have no pariner-

ship in this matier, I ah trying to gét myself in an attitude

of an impartial investigator of the situation. Thatts what I

have tried %o do ever singe I have had this position. Now,

the statement has been made here several times, and I have
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32,
heard it, that the 8%t. Louls Banks are taking business away
from the Louisville banks, that they are taking the business
away from the Louisville banks by unfair methods. And if that
thing iévﬁrue, we ought to know it,

SENATOR:BECKEEM: Mr. Martin, I do mot like %o imberrupt
you. I have met in Kentucky representatives of St. Louis banké
that were undertaking to do %hat in the banks in small towns
of the state.

, MR, MARTIN (Continuing): I am going to speak of that
right now. I am familiar with that. It is perfectly true.
Louisville is a competitor with S4%. Louls to a certaln sxtent.
Tou gentlemen have your traveling represeﬁtaﬁivsa; New York
bas; S%. Louis has; all the other cities have. And I have not
e doubt in the enthusiasm of getting business that they have
attempted to get business that went to Loulisville. They al-

ways have., For £ifty years they have been trying o take

tﬁese accounts away from Loulsville. I have not a doubt they
tried it here. The Senator has seen them, and has heard the
statements made. That proposition is tmue.

Now, te see what effect that has had, I have tried %o
investigate the situatlion and see what has occurzed. I took
the Comptrollsr's lasth ré;ort; in which there is a division
where balances are keps, &ﬁﬁ‘l find this situation: making
58 mempber banks in EKentucky, the territory tributary to Louis-

Viile, I find from that that these banke have on deposit a
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33
total in New York, Ohicago, and St. Louis, of $502,000.00. They
have with other reserve agents, that is like Pittsburgh, Phila-
delphia, Cleveland, etc., §1,455,000.00. How in St. Louls a%
that time these DS banks, no% counting Louisville ~- these 59
banks, hé& on deposit %98.135,00, and tharé were only 13 that
had depostis there, and the total deposits of zll these 58
banks tributary to Louisville were just $96,000.00., On the
other hand, 45 of those banks had deposits at Loulsville of
over & million, showing that -- I do not care what St. Louis
has done; I do not care what its representatives have 83ld, ==
Louisville has not suffered, according to this record.

REPRESENTATIVE SHERLEY: Will you permit an inguiry right
t“-ﬁe'i‘e? '
MR. MARTIN: Sure.
REPREDENTATIVE SHERLEY: 1Is 1t not due largely to the
fact that Loulsville has met them by putting sifficienﬁ
}g§eposiﬁs in St. Louis so that it could treast thelr sccounis
ﬁt%@ same as the 8t. Louls people? And is not the harm done
to‘Lcuieville not simply in losing accounts, but having %o
lose the use of 8ilx hundred odd thousand dollars worth cf
capital?
MR. MARTIN: I will.answer that , Mr. Sherley. I think
that can be enswered; &nd}g@ght there I hope that the falrness
of the $S%. Louls Bank will be testified To. The very minute

that yvou genitlemen called it to the attention of the 5%. Louls
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Bank that you Weré E&ving touble because checks on you could
not go the same way as checks on S1. Louls, arrangement was
made. Ndﬁ you cannot ¢all that an excess balance, gentlemen;
it is not that;”?ou canno® aalllwhaﬁ you hold there above your
required reserve an excess balance, becuase ocur books show it
is practically all used every day. Really you have an advan-
tage over the St. Louls banks in that, ir, Swearingen, and I
will tell you why.Some of your banks are using it. You are
-doing thisy The S%. Louis Bank, =- and I am not holding a
brief for the St. Louls Bank; I am just tryiﬂg td show you,
and 1f you gentlemen see any merit in the plan, why get on to
it and uwse it! The St. Louis Bank has to keep money in its
vaﬁlts on which it receives no interest, to take up these
checks against its account. What do some of you gentlemen-
do? Evansville is doing it, an& ong other eity —- Memphis,

I believe. There is an arrangement with our bank where by

=4f you choose you may keep money in S%. Louis and get iwo

fpe?eent on daily balances. If you want us t0 we will notify
that bank so they can have a deposit over to us to take care
of your withdrawal at the time it is needed. Therefore, *St.
Louis bamks can get two percent inﬁéfest fight up to the
second 1t is nsseded ou their balances,’

Now let me tell you something else about that. The
Evansville banks have got the thing down %o a fine poink.

Some of the Loulsville baunks have, %too.
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MR. SWEARINGEN:A May I interrupt you? We might get two

per cent on that, but we might get six per cent in Louisville.
MR MARTIN: But you would have to take care of your checks,

MR. SWEARINGEN: Would be one day late. Hpd
ME. HARTIN: Would be one da V late. You could not barv (ev)

it out at six percent and be meeting $50,000.00 Wortb of checks
at the same time. Now you are getting two per cent interest
on it, and also meeting your checks when they fall due. It
sesme to me, gentiemen, that 1f I W@fe’in.Louisville and could
work the St. Louls banks that way, I could make a 1ittle some-
thing. _

MR. JOENSTON: I would be much obliged to you.

HR., MARTIN: Are you not doing it?

MR. JOHWUSTON: I cannot tell you.

¥R SWEARINGEN: Mr. Martin, your statistics there as to

depogits in St. Louls banks are confined simply to msmber

banks in Kentucky. The petition does not come slmply from

‘member banks but &rom the States b&n&s snd trust companies

im the State of Kentucky.

Y

How the cases that came under my cbservation have been

-not only member banks Lut State b&nkﬁ in Eentucky that bave

o ned accounts in St. Lonls because they were told by St.
Louis, "We can help yO".ln time of strens.“ They have been
induced to close accounts}fh Louisville and open accounts

in S%. Louis.. Until thoée statistics are completed i3t doeé

not seem to me they are of any great value, because you
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confine yourselves to the smallest percentage‘of tue bhanks and
trust companies in the State.

MR, MARTIN: I would have been glad to get the other fig-
ures. These are.all.tﬁat Were‘available to work that out, I
cannot understand thgt though, Mr. Swearingen, --— How Gén &
State bank in Kentucky say that St.umLouis can do more for it
than Loulsville? |

¥R. SWEARIGEN: In case of stress the St. Louis Bank can
provide them with mo;ey, We in Louisvilie have tc go corres—
poﬁﬁtwithAyou and make that arrangement. We are behind time,
at least that is emphbasized by the St. Louls tanks, and it is
effective in getting aecoﬁnts.' |

THE CHAIRMAN, MR. WARBURG: No member bank can rediscbumﬁv
for a State bank without the approvdl of the bank, nor as &gént.

MR, SWARINGEN: UNor as agent, =- but they take out their

own paper, and lend the bank money. This is a custor, and you

Qé@not divide your customers up and say, "We cannot lend %o
State banks at éll;“ Anyway St. Louis is using that as an
argument, and getﬁing.&epositg. I understand the point, bub
I do not understand how you could enforce it., IIf we have &
bank wanting to borrow m6§§y, and we are willing to lend, and
do not have it heré, should we not be able to borrow from the
Federal bank in St. Louis?

THE GHAIRMAN, MR WARBURG: If you would want to rediscount

wery heavily, you would kesp the door open for yourselves, and
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not be %00 anxious o use your rediscount power for all the
State banks. It is an érgumenﬁ that can be used both ways
just now.

MB. SWEARINGER: A great many State banks, Mr, Chalrmen,
do not hold assets available for discount, even if membérs
of the system, and they may borrow on absclutely safe security
and efféct safe loans, but the only way of getting help would
be through some member banks. I am sorry indeed Mr. Martin
has not those statistics. Teke our bank, which is one of the
small banks in Loulsville. Our national bank deposiits are
about one-fifth of the banks &epogi%s that we have,- aboul
one-fourth, I thinkmand the rest of them are State banks. A
few days ago a case came under my observation where we had
two banks in Jefferscn, about eighteen miles away, that closed
all +their aceomnﬁé in Louisville, though remaining with us,

and opened accounts in St, Louis. That arguement was effect-

T ive there, and it is being used all over the State and every-

“'where where £%. Louls comes in competition with Louieville.
MR, MARTIN: It seems %o me, Mr. Swearingen, Loulsville
can counteract that argument. | |
MR, JOHNSTON: That i1s what we are trying to do now.
MR. SWEARINGEN: You suggest by keeplng money in St.
Louis banks that would be of advantage. I do not know ﬁodayk

what the deposits of any of these banks in Louisville would

actually be 1f all the checks drawn on them today were charged

against the deposite. ' .oy ol fanl Ll 1 "o
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Some checks are out a few days and some two weeks. It would
be broughﬁ,down, I expeat, to thirty or forty psrcent, and
we are cut down to %haﬁ extent by these checks cashed in 8St.
Louis. Those checks come in a day sooner than otherwise.they
would come in, and if a day late our deposits would come in fo
more vhan meeld them.

HR. MARTIE: We would be glad to give you there the aver-
age account so far as our experience goes.

Néw, in regard'to any of the banks interested. There is
| in Evansville, I started to mention a while ago, -- those gentle
men there, I do not know how they have done-it,- they seem
%o work it oub so they are able to handle checks drawn on Evans-
‘#ille now with a remarkably small excess in our hande, 1f you
want to c¢all that an excess. Now they meet that situation, and

I tahink, Mr. Swearingen, there are some other banks -~ I am

L:_clo”t talking theoreticadly néw; that suggestion came to me by
:@Eeeing how some banks were using the situation. Evensville is,
fgid ghe is getting two per cent on that inberest.

| REPRESENTATIVE SHERIEY: Do you think it 1s @ good thing,
and in aecoi& with the system that has been established, tc in-
| duce additional money to be taken from the mewber bankg gnd put
inﬁo sederal reserve baﬁﬁé, because if you -do, wou and I differ
fundamentally as to what was intended. o

MR. MARTIN: No, sir. TYou are absolniely with me, Con-

gressman Sherley. I think, %00, that the money should be in
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that community, so that the Bank can lend at a reasonable rate
to its customers, and it can be done ﬁhroagﬁ,thé Federal Re-
serve systen.

REPRESENTATIVE SHERLEY: Putbting it in St. Louls does not
work that way.

MR. MARTIN: No, it does not put it there, because it does
not stay. Now look at this: Here is & balance of $100,000
today; you keep $50,000 excess to meet your checks, that is
$50,000 on balance on our hooks in the morning, aud it meets
all those checks. AL night there 1s no balance; by another re-
mittance you.build up your excess to $50,000. It does nect stay
 in S5t. Louisi it meets your docal Lauisvilie nesds on checks}

REPRESENTATIVE SHERLEY: It cannot both be there and
somewnere else.

MR. JOHNSTOE: One of oﬁr reallproblemﬁ is how we can

create enough exchange in B%t. Louls to care for the incouing

" Ghecks through the Federal bank, because our business does not

;:gé-. that way. We have no trouble whatever in cmediting eﬁii}ug‘
on Chicago and New York in the bank I am enganged with., We

have been sending on an average of $75,000 of New York papsr
to S%. Louis each day, and stand diésounts of ten or Iifteen
dollars a day on New YOrﬁjloans. In addition we estimate it
costs us $100.00 a month t6-keep a surplus balance in Si.
Louis banks, in order not to get below the reguirement in your

bank, and get the six per cent slapped on us for that, All
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would be eliminated if we had a branch in Louisville,
, MR. MARTIN: How about an agency in Loulsville?} Could you
not do it with an agency &s well as a hranch? |
3 MR, JOHNSTON: I am not really prepared to state, be-
cause 1 do not know how far an agency can go under general laws.
Agencies have different powers.
MR. MARTIN: We give you full power of clearing checks
from there. |
¥R, JOHNSTON: Loaning money?
MR. MARTIN: No. )

REPRESENTATIVE SEERLEY: That's what we wanb.

MR MAﬁTIN: Memphis has found it a1l right. There will be
no delay in that. ‘ . . |
¥R, JOHESTON: But we are offering you something that we
Think will meXe you money. Way don't you take 147
MR, MARTIH: We will, if it is a right thing.
T REPRESENTATIVE SELERIEY: I would like before you finish,
“1f you will affirmatively state -- not simply negative our
view -- gffirmstively state why you Zo not fhink & branch
ought to be established. I do not want to interrups. l
MR. MARTIN: I %hink it is stated in the resulution. g
REPRESENTATIVE SEEREEY: No; thet is a conclusion. I
do not want a conclusien. ..I kave known that for months. I |

want to know the reason on which the conclusion is based.

MR, MARTIN: I will try and sum thab up before I finish
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There have been some statements here than Louisville does not
say the business exists there now. Does 1%, Hr. Barr?
MRt BARR: Ho; we say it will popularize the Bank, and we
can develop the business.
UR. MARTIN: It does not exist now?
MR. BARR: No, but it will exist through Loulsville, if a
branch Bank be established. | |
¥R. SWEARIEGEN: Benks now go to Chicago and New York,
which would develor some business with us. They would come
to us. ‘
- MR. WILLIAM3: Mr. Marﬁin, may I ask you one question?
I am told the objection has been made thaﬁ there is one banker
in Louisville who is not in faver bf this branch. He frankly
states that he is not in favor of this branch, and he has given

as his reason for wanting the branch there, that if the Federal

Reserve branch should be opened in Loulsville, it would do so

‘ﬁﬁch business it will teke away some business from his bank in
Lotisville.
REPRESEETATEVE SHERLEY: Weswowld like to know who he is,
MR. WILLIAHMS: TWhen I was told that argument was used,
I said that was an &rguﬁ%g; in favor'oﬁ,%he establishmentAof,
& branch Bank in Louisviize{
MR, BARR: Iwish Webﬂgd brought that man along! (Laughter)
MR, WILLIAMS: One of vour bvankers in'my office this »ast

week told me that there was cne such banker in Louilsville, I
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banks have been to the Federal Reserve Bank. Now, those
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-

sald that is an argoment not againsf the branch Bank, but in
favor of it. |

MR, SWEARINGEN: Mpy. Williams, I did hear one man say
he did th care about the branch because it would reducé the
rate of interest.

MR, BARR: Another argument in our favor!

MR, WILLIZMS: This was quoted to me. He thought it would
give the branch Bank so much business it would tek e AWay Some
of the business Irom hls own bank.

Yr., JOHNSTON: We have every bank's signature on this
petition.

SENATOR JAMES: We might get.one of them to say that if
it would help any! (Laughter)

THE CHAIRMAN , MR WARBURG: Proceed,

MR, MARTIN: I bave also tried to find in looking into

this thing -- %o ses what the actual attitude of the St. Louis

gentlemen are not perfect. We all know that none of us are,
We are all after business, At least, when I was with a bank,
we went aiter 1%, I guess all the rest of us do it, and this

developed from the books, I think it is worth saying, 8%. Louls

carrying seven-eighteenths of its reserve as a total. This is
as of December 9th. Total of deposit with the Federal Reserve
Bank of eleven wmilliom dollars; Louisville having siz-fifteenths

had a depost of §1, 833,000, The other banks in the districst,

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

L.ouis

L T



Reproduced zt the National Archives

-

e

ALY

43,

carrying five -twéifths, had on ﬁe@osit in the reserve bank at
St. Louis, $9,228,000. Now that's what they had to keep.
How mouh did they actually kesp] They had to keep that much.
How much did SﬁrgLouisﬂh&ve to keep? Well, it had to keep
$11,014,000. It is actually keeping $13,085,000. Louisville
has to keep $1,822,000, and Louisville is keeping $1,224,000.
S0 that, according %0 %haﬁ, $100,000 is all the excess Lﬁuis~
ville is needing %o take care of all of its checks, provided
it is not keeping any more than that. Now, the other places
in the district, outside of Louisville and 8%. Louls, have to
keep $9,838,000. They are actually kesping $10,000,000. That's
an increase of a million.

I just bring that befcre you Dbecause I am impress, gentle—
men, with the fact that the Board of Directors of the St.
Louis Bank are doing the best they know how. Speaking for

myself, I will say to you that I am doing the best I know khow,

“brying to come to a proper judgment as to what is good for a

~ Eederal Reserve system., And I do hope that I have a broader
viewpoint than the Federal Reserve Bank, just of St. Laﬁis.
IThe good of the entire system is my chief aim,
SENATOR BECKHAM: You would be benefitting the Federal
Regerve system if this bank is established.
REPRESENTATIVE SHERLEY: That's just what I want to know,
MR. MARTIN: Now, I will summarize the things, if I am

able, the things that to my zind make me feel that a branch

|
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bank is not warranted at Louisville, I have no objection
to stating the facts upon which my concluslions are based.

First, the Federal Reserve Bank at St. Louis has besn es-
tablished just a little over two years. The system ﬁas been
operating just over two years, and it is not fully developed.
I &0 not see any necessity of ftaking on a new function in &y
hurry. Thatls the firstvthing.

Second, it is my opinion that fhzcugh an agency ab
Louisville every clearing facility that could be wanted can
be giﬁen to Louisville.

Third, based on our eiperienca,at Memphis, I do not
believe that you can have & need for re-discounts that can’h
be passed on S0 promptly by the Federal Ressrve Bank of St.
Louls that all of your needs will be tsken care of. And,
gentlemen, in fthis connection, the only rezson for a fullu
fledged bank is to take éare’of diécounting such as exisis.
Fourth, it is stated in the brief that the business does
hﬂbt at present ezis% at Loulsville, but that if the branch
is placed there, the business will be created, Now, frankly
when the gysten is only two years and a month and a half old,
I cannot see why there is & necessity of pubting in an agency
to create something fhaf%does,not exiéﬁ right at this time.

:There wag one other %Eing that came to me while I was

talking herg, but I have fozxgotten what it was,
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MR. JOHNSTON: Mr Martin, may I ask & question?

¥R. MARTIN: Sure, maybe you will recall this point to
me.

MR. -JOBNSTON: Just the last few weeks half a million
dollars of paper has gone to S%t. Louls for discount, which
would have been pu% into +the branch Bank.

¥R, MABEIK: Can you say that now, Mr. Johnston? Memphis
sald®glven us an agensy;'we will give you two and & half nil-
lion and thirty-one thousand dollard. She had what looked like
the buainess‘in her hands on this cotfon c¢rop, but her promisau
was not fulfilled. .

MR, SWEARINGEN: Was thab going east instead of to the
St. Louls Bank? _

MR. MARTIN: I think it was going to Chicago, New York,
Beoagton, and some of it went there anvhow.

MR, SWEARINGEN: If you had not put & branch in Meéphis,
'f%ou would have probably have had that one there anyhow.

o MR. MARTIN: No, sire; no, sir; I want to say for the
Memphis bankers, I believe they put everything through that
would normally have come to any br@nch or anywihere else, I do
not believe they would have put in & cent more.

REPRESENTATIVE SHEﬁiEiz We beliéve yvou have made & gysten
wnich, agcording to the e%fsting maghinery, reguires trade to
run in channels that it does not run in nasturally. How, to

say that because it does nor run, it does not exis®, is to sry
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extent in Louis ville before the system was started?

48,

& conclusion the facts do not warrant. It does exist, bub
it wfollows the natural law and course of trade, and will con-
tinue to do it, and unless you afford it & facility egual to
that, it_goes along its old and natural course. I know of
two of the biggest financial houses in Loulsville who do all
of their Dbig borrowing east, and & not do it at home at all.
Now, that ought not o be a healthy ccnditioﬁ there for 8%t. Loud
or for Louisville. It can be remedied by & branch bank. But
yvou cannot by any law that you will pass, or any system, com-
pel them to go to S+. Louls against their intezeats.lThey are:
not going to go.

MR, MARTIN: Some of that is due to local conditions,
ir. Sherley, I think.

THE CHAIRMAN: Mr. WARBURG; I would like to understand

that. TYou sald they had two houses that did business away
from home?

REPRESENTATIVE SHERLEY: Two mercantile houses that do

becanse they have never had connecltlons there.

THE CHAIRMAN, MR. WARBURG: Did they ever bank to any

REPRESENTATIVE SHERLEY: A certain amount of benking in
Louisville, A11 could not~be done there; perhaps, on account
of limited capi%al,.buh it could be done there through a

branch Bank.
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THE CHAIRMAN: ¥MR. WARBURG: I do not quite follow. Be=-
cause 1t could only be dope through your local banks?

REPRESENTATIVE SHERLET: Tes.

THE- CHAIRMAN, MR, WARBURG: If your local banks wanted %o
re—discaunf more Ior thoss houses, they could do so through
St. Louis. N

REPRESENTATIVE SHERLEY: I think vou could get those
people to ald in the development of the branch bank, where vou
cannot get them to help at all as to St. Louis,

THE CHAIRMAN, MR, WARBURG: I only want to eliminate things

. that do not apply.

REPRESENTATIVE SHERLEY: I think that is a concrete fact,
¥Mr3 Chailrman.

THE CHAIRMAN, MR WARBURG: You will find mercantile
heuses in 8t. Louls that borrow in Hew York, 4

MR. MARTIN: Many of them.

THE CHAIRMAN, MR. WARBURG (Continuing): And in Ohicago
“that borrow in New York. I do not think that would be Temed-
ied by a branch Bank.

REPRESENTATIVE SHERLEY: I differ from vou. You have no
desire on the part of the people fb help St. Louls. Now, we
feel we are being~absofﬂte1y disceriminated against., We feel
our Suate has been just &%bitmaiily cut in twa, for there is
no possible combination that could have been as unfortupate

for Louisville as the one she drew in the lottery of division
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of districts,
THE CHAIRMAN, MR. WARBURG: I am not asking that to try

to argue the matter at all, but to find out how that particu-

lar feature would be affected‘by the establishment of a branch
bank, |

MR, WILLIAMS: Your proposition, Mr. Sherley, is that
these mercantile houses in Louilsville, out of a desgire fto help
Loulsville, would be inclined to throw or keep some of their
business there, providing you had ahbranch; that they are not
concerned in sending their Businesé.to S8t. Louls now,

REPRESENTATIVE SHERLEY: I think that is unguestionably

~frue..

¥R. WILLIAMS: I can see that.
THE CHAIRMAN, MR WARBURG: 1 am doubltfiul about that.

MR. BARR: I belong to two large corporatlions which do

business with two Louisville banks to the limit, and they could

 discount paper with other banks in Louisville, opening up ac-

Eounts, and the result would be the re-discount of this paper,

which now goes east. I am on those boards and know they do i%.
MR. SWEARINGEN: We had an acgount opened with us last
week by a concern that borrows one million or a million and a
half dollars, and it Wég moved from Buffalo and other accounts
in Few York, That ﬁbmld ;£crease accounts of that kind, I
think, 1f we had &'branch'there, we could afford %o take them

on in mae = ' K TIOW] 1 '
case and comfort, knowing we could get the money, if
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called on for a large amount of money, instsad of dealing with
the Ban¥ far away.

‘REPBESENTQTIVE SHERLEY: and ?Gu deal with a direscdorate
that is not familiar with the character of paper handled in
Louisville, and the fesling, whedther it be justified or s
real one or nob, actually exists, that you will not get the
guick accomodation through S%. Louls that you could through
& branch bank. Now, that feeling is there, and it is going %o
svay thers.

MR. HAMLIK: Mr. Martin, could you tell us, in & general
way, under what conditions a branch bank would be desirable ox
negessary, or if.ever?"l am not awwite sure whether that re-
solution means that Jjust at the present moment 1% is not de-
airable.

MR, MARTIN: It is at the present.

f HR. HAMLIN: When would it be desirable? I mean what
ségndition of things? ©So that we can all know when and agree
Wﬁen & branch bank would be desirable. Do not confine it to
St. Louls, buxqin general. 1 am mgch puzzled there that 1if
branch banks ﬁre deéirable, why are"they not degirable from
the moment of inception.: If they are degirable at all? I

can see the force of‘that,hglthough we are facing the command of

Congress, but I would really like %o know the condition of

things.
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REPRESENTATIVE SH%.:EY: That is the most pleasing state-
ment I have heard., 1% 1s a %commend,® under the law.

MR, HAMIIN: VWhat is tThe condition that would make the
branch bank justifiable? ©S%. Louls, yvou state, you can bake
care of Loulsville at the present time. Is there any time
when it could not or could do so0 better than now?

SENATOR BECKHAM: Let me supplement thats TWould it not
be practicable or desirable whenever that branch should be
self-suetaining?

SENATOR JAMES:: And is not that met by the fact that
Louisville gusrantees 1t to be seif—ﬁastaiaingﬁ

¥R. HAMLIN: I can conceive a branch of & railrosd abso-
lutely necessary, and vet you could not Ffigure out any. profit
if you took the returns of the roads alone, I am asking merely
for information, becmuse we want o gebt at the bottom of This
thing, | | -

MR, MARTIN: That's what we all want %o do.

THE CEAIRMAN, MR, WARRURG: Could we neot add to the gues—
tion of Governmor Hamlin,- What would be the condition under
which the Bosrd should refuse ﬁo)grant The opening of & branch?

MR, HAMLIN: Yes; the whole sﬁéject. Byt what I want %o
get at 1s what are the conditions. ﬁ%ﬂWOElﬁ all agree that
the commend of Congress should force the Board of Directors
to give a branch. How, I do not understand that. I would like
%o have some information; that is, would the eondition.evar

arise in this or any district where it was perfectly plain
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MR. MARTIN:
¥r. Schweringen.,
¥R,

$ion.

MR. MARTIN:

g

HMR. MARTIN:

confidential.

MR. MARTIN:

writing, Mr. Jobmnston,

to us we must establish & branch bank?
THE CHAIRMAN, MR. WARBURG:

are asking Hr. Martin a question which he should ask vou.

uest ons %o others.
¥R, SWEARIE

men on it, might consider that the proper time
when theﬁ had exhausted ﬁheir compebition with
trict, and could not get anything more.

boys, you can have a branch.®

SWEARINGEN:
Our business 1s belng taken away from us by St. Louls

banks. That's what stlcks in our crop.
“gway? Let me have a list of the accounts vou have lost.

MR. SWEARINGEN:

MR. JOHNSTON: I will give you two or three we have lost.

The United States Natiorsl —-

500‘

Governor Hamlin, I think you

Very much of my information is obitained by
I am not an expert; I am a judgs.

GEN: The S8t. Louis Bank, with five 8%. Louis
had artived
us in the dis-

They would say, "How,
I am surprised yvou put 1t on any such besis

It is a cold-blooded business proposi-

What do you mean by your business being taken

%e have lost balances.

Well, bvalances. I will keep 1t thoroughly

¢

(Interrupting)s I would like to have it in

¥r. Marsin is about 0 answer Governor Hamlin's
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guestion, Mr. Johnsion. Do not disturb him!
MR, MARTIN: \f'dc not believe youigentlemen are losing
the business you think you are. I think vou are mistaken.
MR. DELANO: As ressrves have besn transfeé;d, have not
all bank balances been reduced? These genitlemen may be accus-
ing B%. iouis banks for something that has been going on all
over the countryv. _
THE CHATRMAN, MR. WARBURG: That is a very important
thing here. .
Mﬁﬁﬁgﬁﬁﬁﬁlﬁaﬁﬂé The Stete banks constitute an imporiant |
matter here.
_ REPRESENTATIVE SHERLEY: It should not be anything dbut a
. . practical question at the present time. What's the good of

talking aboutb fheery?
w MR, DELANC: We want the facts here.
REPRESEH?ATEVEJSHERLEY: If a man in reply to you says,
9T am losing accounts,? £hat is a physical fact.
~. R, DELANO: Every bank in the country is losing accounts.
- A“fhe law intended it. ‘
' REPRESENTATIVE SHERLEY: We understand thet, Mr. Delano.
These men are not talking about those losses.
. THE CHAIRMAN, MR, WARBURG: The ides is right through the

entire law, that the country bankers, the small banks, shall

be enabvled to be free of th

[

necessity of keeping idle bal~

ances with other banks, that they shall keep one balance with
the Federal Bank. Now, what happens to Louisville is the

same thing that happend to St. Louis, and Will happen to other
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¢ities also. ‘Thgy will %ose 2 lot of balanges when the finsl
transfer of reservés is made. We bope 1t will be done in 8ix—
ty days, if you pass our amendment that we have put in.

MR, JOHNSTON: Mr. Warburg, what we refer to is two %@e—
cific instances and conorete illustrations thaet cannot be af-
fected whether this law is passed or not. One is the bank at

, and.the other at Hodgenviile. Both opened ac-
counts at St. Louls because they sald in time of stress St.
Louis could give guicker service than they could obtain in
Louisville.

REPRESENTATIVE SHERIEY: Those are facts.

, MR, DELANO: I am glad to have those facts,

REPRESENTATIVE SEERLEY: I am not caring whether 8%. Louls
can give them better accommodation or not.  The fact remslins,
if as a result of this arrangement Louisville is belng con-
stantly bled for the benefit of the 8%. Louis Bank, it does

not make any differmnce to .us; the result is the sawme; we are

. losing blood.

MR, WILLIAMS: It makes a differenée to us, Mr. Sherley.
If the belief is well founded, we have .got to reékon,with it.
REPRESENTATIVE SHERLEY: We are not meking a direct

charge against the Federal Reserve Bank in St. Louis that it
ig refusing to givé congideration--proper consideration-- to)
Louisville patrons, bub W@kdo present iﬁ Tthe na%ura of things
that they cannot give'thét consideration which a branch bank

in Loulsville, familiar with the class of paper that would .
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originate there, could give. ‘But I am pressing the thing that
is constantly evaded here, that I would like to have met, and
that is as to the fundamental p"*posé of the law, which was
to have branches, and to keep the monéy in the different cen-
ters and not té pile it into twelve regional centers. Now,
the men who believe %that there should be eight branches instead
ofvtwelve, oz four instead of'eigh%, or one instead of four,
naturally are not gfoing to favor the theory of branch banks;
but against their-opiaion I put the law and the opinion of
Congress which, I think, ought %o control in the matter. And
this is the reason I ask why--what reason can be given why a
branch Bank should not be establishe&, other than that some
men believe that 1t 18 & bad thing in any way to decentralize,
and if.you want 80 to construe the law as to pile the money
inte as few hands as pdssible.

¥R, DELANO: Waat is the limit, then? We have four

cities within about sizxty miles of each other which have

claims for branches, Cincinnati, Indianapolis, Columbus, and

Lo uisville. They are all in & nest by themselves. One has

gust about as good & ciaim a8 thé,other.

REPRECENTETIVE SHERLEY: Perhaps, bul *he time is cowming,
Mr. Delano, 1if this law stays on the statuse bocks, when all
will have branches. - ,

¥R, WILLIAHS: Tha%;vl think, ié precisely the question,
¥r. Sherley. Andv@ome of§ﬁf hope that that fime will come

very speedily. Some of us recret that that time has not

come. Personally, I think the time will have cowme, whenever
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of re-discounts, flowing into the Reserve Banks and from

there is evidence that makes it faizly cleaxr shat there is an
amount of businesg %haﬁ nabturally and normally arises in a
prart of the district that can ve bebtter serxved by the estab-
lishment of the branch in its midst than by obliging i1t to gZo
to the Reserve Bank at a distance.

MR. SWEARINGEN: Thisz business 1s not going to go there.

MR, WILLIAMS: That fact is not sasy to determine, bub
the fact 1s that up to the presant‘moment the Federal Reserve
Banks, even where they have gerved, 0T been in a pesition o
serve, & contiguocus and rich terzitory near ﬁheir doors, have
had to scrape to pay expenses and to earn something towards
dividends. The country is s$ill, and I fancy that is true in
Louisville and other sections of the couniry,- is still at the
moment provided with banking resources beyond what the busi-
ness community would digest. I think it will come, and more
gpeddily than any of us would have believed six months ot a

year ago. There will be a development of business, a stream

agencies that will justify us in ﬁi;an%ing branches so as to

meke the facilities of the system more accessible. .

REPRESENTATIVE SHERLEY: Now, what berm will comel That
question has never been answered. - What hafm.will come 1T we
guarantes &ny‘possible loss? We do not break down esnything,
nor add a burden, because‘ﬁgipay 1% out of our pocket, if we do
not c¢reate the business. &ow, who's hurt?

(Mr. Williams starts to reply.)
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will havye them. In France and in Germany and in many of the

“glready have your railroad. You have banks and natural tenden-

THE CHATRMAW, MR. WARBURG: May I éﬂswer that?

WR. WILLTANS: = %het's =1l right. I will see if it does not
agree with my opinion; I will supplement what yéu have to say.

THE GE&EBM&E; ¥R. WARBURG: M=y I say, Congressman, that
when this iaﬁ’was still in the frying pan, I was one of those
who favored a smaller nuﬁber of banks, but I put in o special ple
t0 orzanize & large number of branches, and lead up to £hat.

NR. HAMLIE: Fifty or sixty?

THE CHAIBMAW, MR, WARBURG: Yes; and I still believe we

smaldler countries, they have hundreds of bramches. And we will
have them, of course, as this develops. But all these began
with one branch, and as it grew branches were esﬁablished. You
would not develop or build a. railroad except by a trumk line
first, and then build a few branches later.

REFRESENTATIVE SHERLEY: HNsy I interrupt there, Hr. Chalre-

man? Your illustration does not apply, for this reaseon: You

¢ies in whieh the trade was geing. Now, you are arbitrarily
ondertaking to determine‘how trade shall move.

, THE GH&IHM&H, Rk . WARBURG: -Eo;'the reilroad goes where it
gets business. OF gourse, yoa'see Wé are building up very, very
slowly. AAnd, morgover, dﬁ% tracks have not beem laid. The thing
hes not been considered sufficiently, and we have not even gobtern
our funds in yet. We are going to get the final installment Nov-

ember next, unless there is an amendment o have these funds peid
in earlier, -- we hope in two

a
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months. Then, only, will it be complete. Bub, in addition

to tnat, uwe will not then have the final force which we should

have., We are bringing in ancther amendment in order to pro-
tect this enormous structure of credits and deposits which

has growﬁ up in this country, which goes into unbold billions.

¥ow, you say, and Senator James has asked, "if we make this
gaarantee, what's the harm done? Why can you not do it thent®

Now, suppose we did for vou what we would have to do for

Cincinnati, Baltimore, Pittsburgh, and possibly ten or twenty

other cities, also Hilwaukee, that have exactly the same

. claim as you have? Milwaukee &gainst Chicago is in the same
position as you are against St. Louis. What would the con-

. sequences be? You say you guarantee the business. If you
look at that chart over there, you will find that £he funds
we have had to protect this tremendous structure of twelve or
thirteen billions is two hundred and thirty five million dol-

~lars, and if you add to that,-I do not want to bother you

“gith technicalities,-It may be, three hundred and fifty mil-

lion dollars of gold;-now, that is not any too much; that is

too 1ittle. That's why we are coming o you and saying,

|

f .

I Give us a way of getting sPronger. HNow, how are yvou golng

2 to improve your chances-by investing more money? Way, if

! this were nothing but a business proposition, a railroad,

| " : '
that wants to earn dividen%ﬁ, or & bank that wants to earn

dividends, I would say, "go ahead and do 1%, if you promise
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%o earn,dividendé for me., Go ahead and open your shop." Bub
you can do it only by in#estiﬂg your money, and your banks
would, in that case, go ahead and force business, which pos-
8ibly would not be the proper way to do for a Reserve Bank.

In otherfwor&s, at a time Wﬁen we are just now facing the pro-
pogition of a large amount of money, where we muast have meas=
ures to fight the pernicious influence of two or three bhundred
million dollars of gold that will come into the counitry,-Ifrom
the point of view of the country, it 1s our duty father to

get the gold and shut it up. _ ~

' REPRESENTATIVE SHERLEY: You say, if I understand,you are
afraid that the establishment of a branch bank here and else-.
ghere would result‘in the discéunt of t00 much paper, and re-
sult in unstablizing the whole system by having too gé?t an
expanéion of credit.

THE CHAIRMAN, MR. WARBURG: Let me right there state thab

48 not the conclusion I mean to convey. At the proper time thady

“is just what I want.

REPRESENTATIVE SHERLEY: But not now?

THE CHAIRMAN, MR. WARBURG: Ivdd not think the time is
ripe novw. -

‘BEPRESEﬁTATIVE SHEREEY: I think your mistake is in the
assamption vou will create-business, in order %o make the
branch pay. What you are going to do 1s siuply to Take the

business that would go to other sections,and is being done,
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and do it througﬁvihe branch, and the voiume of the busihess
in the country remains the same.

THE CEAIRMAN, MR. WARBURG: The difference is this:
If it goes to Chicage today the First National Bank invests
it. The First National Bank does not care how the United
States comes out. They are nobt charged with the responsi-
bility of keeping our country's finances in a position suffi-
ciently to protect it. Bub what vou want in that case is
that the reserve system should step in and take'the other
businsss from the other bank.

REPRESENTATIVE SHERLEY: We Go not do that. The Chicago
bank does business again through the Reserve Bank,

THE CHATRUAN, MR. WARBURG: No, it does mot, if my
first contention is right that the Reserve Bank should noi,
and as a matter of fact our re-diseount has been very slight

watll this recent flurry, the Chicago First Hational does nod

“gome back to us, because only up to the present time the

" Ghange has coume,

REPRESEHTATIVE‘SEERLEY: Let us put it another way,
then. Those communities that are fortunaie to have banke with
sufficie nt capital to take care ofdbuéineﬂs without calling
on the reserve systenm sﬁéll get the bﬁéiness from those com-
munities, and those of us who believe we have legitimate bus-

iness that ought 0 be at home and go through'the Reserve

systen are to be denied that until conditions get safe enough
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to make it proper %6 do it.

THE CHAIBMAN, MR, WARBURG: If you are right in your con-
tention, Mr. Congressman,-pardon me, I am not going to make an
argument, because I am not discussing your branch at all, bub
answeringmthe broad and general guestlon,~I want Hou to sym~
pathize with our point of view and our difficulties., We are
not unwilling at all, bub we are walting for the moment when
we can go ahead and open the whole business up.

REPRESENTATIVE SHERLEY: Let me suggest, Mr. Chairman, the
danger of inflation in this country does not come from interior
towns, but from other influences that are piling up consider—
able credit, without the necessary gold back 9f it. That is
the thing that is making us fearful about this situation.

THE CHAIRMAN, MR. WARBURG: Mr. Congressman, the infla-
tion going on now is due to the fact that in the biggegt towns
everybody buys too much at 00 high prices, and Gonseqaently,'
Ieads t excessive credit, An& we see the other Eidé of i%,
DU that is not here mor there.

REPRESENTATIVE SHERLEY:  If I understand you, during times,
of marked prospsrity,when the growth of the city would be the
thing to expect, we cannot hope ferﬂielief, btut when every-
thing gets so tight that %here is no business doing, that then
we can get & branch. That Seems just the reverse, frankly,
of what 1t should be.

TEE CHAIRMAN, MR. WARBURG: That would, I belisve, no%
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be putting it quite~eorrectly.

REPRESENTATIVE SHERUYE: I am trying to strip it, end
show jJust bow it affécts Léuisville&

Tﬁg GHAIBMAH,VMR WARBURG: Let me say that I do not
think any banker‘%here would say they would not get any re-
1ief, if they Wénted it. The difficullty how is the natural
transactions which would go to a Reserve Bank are hardly sx-
tant due to the fact there has been a tremendous influx of
gold, and the reason'the Louisgville banks do not do business
with St. Louis just now is really the time has not coume for
it yet. I think we are talking about two questions, which
- ought %o be disconnected. The one is, and I sympathize with
¥hat, that the Loulsvillie banks are in a position of suffer-
ing through this temporary condition, because of the cam-
paign in their district which is hurtful to the banks. The
othér proposition is the broad proposition as to branches.
:%iHas the moment come for the Board, where 1t has got to ‘take
& plunge and spend the Government's money? Because whatever

we spend is the‘Government’s money. The CGovernment, in the
end, is entitled to the money which it finally will get.

ﬁe are not sarning at this time. S8t, Louis is far sway from
sarning its diﬁiden&. Whet S%. Louis and other banks are
doing--~they are living onkgothing. The local business is
practically tﬂQ\peruqent of the business they are doing. zThey

have invested some money in government bonde that is not local

business. The rest they are getting through New York, New
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York is buying and feeding them to New York. In oxder to

keep S%. Louls golng there is not enough local business to

- earn a fraction of the dividend or the running expenses of

St. Louls. Ang,still, you come to us and say in the district
which ishﬁerhaps the poorést outside of California, we should
go ahead asnd open & branch, and if we do it there, we are
increasing the charges. |

REPRESENTATIVE SHERLEY: Oh, no; we guarantee that.

THE CHAIRMAN, MR, WARBURG: Bub, I %%Ql you, that is
forced business, business which probably ﬁhe Federal Bank &b
this time should not- do. And if vou guarantee it for one |
year, if conditions go on,-and morsover I don't believe
in this guaranty business, I think it is bad,.an& I for one
would not want it, Dbecause if you do 1%, you cult to pleces
the power of the Federal Bank in S5t. Louis, and you éestrcy

the power of the Federal Bank here tc control that business,

~we could not say to the Bank in Louisville, you must not do

"&b this time as a Reserve Bank what you wan®t to do. The

bankers will understand me. Suppose they wanted o invest
because they wanted to earn dividends, we could not tell
them not to do it. |

MR. SWE&RIHGENf Iwanted just to ask a question. Have
you heard any complaint from any other districts of the banks
in the Federal Reserve centers reaching out to take business

that belonged to dther clities?
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THE OHAIRMAN, MR. WARBURG: Yes; we have.

¥R, HAMLIN: Yes,

‘MR. SWEARINGEN: Whaile you are walting and marking time
about locating these branch banks all over the United States,
these tﬁélve centers are reaching out ic take away the bank
deposits of those banks not in the Rsserve cities. The longer
you wait, the worse it is. And, Mr, Chairmen, it bas always
seemed To me thalt fthe branches that should be located, ought
to be located as scon as possible. The business of these‘oiﬁieé
has been built up, and if, those branches are established,
we have no objectlon to Cincimnatl for instance, having a
branch. Tt would be helpiul to us all along the lins.

MR. DELANO: Mr. Swearingen, on that we have felt that
anybody who was building up bank deposits now wasg building on
a sand foundation, because it was something that was likely
to get away from Them.

s ¥R, SWEAEIXGEE: I have always thought, Mr, Chalrman,

»%o far as I could figure 1t out, that every National bank in
the United States would be simply like a counitry bank. That
is naturslly thelr position so far as the nationzl bank de~
pesits are concerned., Buf Hr. Mafﬁin left out of consider-
atlion the State banks. »That they make'deposits you of course
know, and we make money out of it, just as well as national
banks, and I suppose we will lose ultimately natlional bank

deposits,
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MR, DELAYB: _It would be interésting, as a matter of é&ét,
in this record, if we could get a statement of the gain or
loss of the bank depoéts of the 8%. Liouis banks, and of the
Louisville banks, as a whole.

MR, -JOHNSTON: Mf. Delano, there is no better indication
then clearings of Richmond and Atlanta and increase of their
deposits; how they have grown a&s soon as branches have been
egtablished, and how the others have not gpown. The clearings
of Richmond show something over n&nety per-cent increase from
last year, and Atlantas seventy-Ffive.

TEE CHAIRMAN, MR, WARBURG: That is correct.

MR, SWEARINGEXK: It would not be possible to make a sat-
isfactory comparkson now, All deposits have increased. We
may have logt very little as a matter of rei&tivevactione But
we have lost Qért of that custom o St. Louis. I think our
bank deposits are wmore than they ﬁere a vear ago, bubt they
ought to be gresater than they are now. ‘ 4
“  SENATOR BECKHAN: About the ime the division was mads,
“aﬁd S8%. Louls was selected, I happened to be ﬁf&veling in ny
State in the eastern part, and I met a gentlemenurepresenting
one of the 8t. Louis banks.v He wag a very affablé, iﬁ%elli;
gent fellow. I ran across him at two or three different

places, and learned from hin what he was doing there, going

into the smaller towns, down there, and his argument to these
banks was that St. Louls had been made the Reserve city and

their accounts should be estaplished with his bank in 9%, Louis
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where they could be better taken care of than in Louisville or
elsewhere; and he was visitiﬁg.all that part of the State. I
got that from him. And then I heard of others doing the
saume thing. ©So, there was & regular caﬁpaign. It is true,
as Mr. Swearingen suggested a while ago. There is such &
thing as a legitimate sollicitation of ﬁﬁsiness, in & way, butb
he was using the fact that St. Louls was the Reserve center as
an argument to pursuade the small banks to take accounts away
from the Loulsville and o put them in the 8t.:Louis bank.

And that's what's been hurting theu. |

THE CHAIRMAN, MR, WARBURG:: Of course.

MR, CETTYS: I believe we are not golng 10 getAanywhere
discussing our troubles in Loulsville. | I bvelieve we could
talk all night on that phase of the guestion and not get any-
where, I believe we will have to satisfy ourselves by going

bome and carrying wWih vs in our minds some so0rt of delinite

or concret expzession in answer to the question that has been

;Lésked by Congressman Sherléy and Mr. Hawlin,-I{ not now, when?

ﬁét”s get to those two questions that seem to bear on the
whole thing, and gight be helpful to you gentlemen 28 well.
Can we take that home with us?

MR. DELANQ: MNr. Gggtys, you and I have both been business
men, and are not loocking a@ tﬁis thing from any day dreawming
point of view. If ydu We;; running a big establishment, and it
became necessary, or you thought it was necesﬁ&ry; to start

W

a branch in another town, I think before you invested a lob
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of capital in that -branch, or got a large staff there or any-
thing, you would begin by putting in an,agent there and find-
ing out just exactly how much business you were going to

win bybthat b%énch. Ve estavlished & branch in New Orleans
for a year. That branch was a pretty heavy drag on the At-

lanta Bank. Even now, though it is contribubing 0 the At-

lanta Bank, the Atlanta Federal Reserve Bank congiders thab

it could do everything that 1% does with that branch, if i%
had & good agent on the spot with telephone Gommuniéation
with the parent bank. So, with the night letter service and
all that, they could perform every function a% an expense of
perhaps one—thifd of what they are now spending. Now, I ask
you, as & bﬁsinesé man, would you not begin in @ new field
that way, rather than begin by laying out an expenditure of.
twenty-five thousand dollars a year?

, MR. CGEYYYS: Well, my impression as to the success of thke

,?Hew Orleans branch iz not quite in accordance w1%ﬁ yourb.

,Tﬁe informafion that I have is that 1t has been & success,

aﬁ ungualified success, So, our impressions are different.
You have information that I have not.

HR. DELANQ: I am not trying to conceal any facts.

MR. GETTYS: On thls guestion of preparedness -- we are
all prepared for this branch over in Loulsville, and we want
o pullltheklever, and yﬁﬁlare not risking a'ything; cer-
tainly, if the thing is a finanoial failure, the Louisville

banks are not going year after vear down into their pockets,
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if the business &oes not develp, vear after year putting wp
& loss. We will come up here and ask you t0 relieve us of it,
if it is noﬁ a success., We are taking the rvisk for the first
year, and Wé céﬁ demonstrate perhaps in a year just.how mich
of a Sﬁébéss it is. We are not asking you to put'your capi-
t2l there, wholly haphazard, nor are we operabtlng uunder a
wrong principle. If not branch banks now, why should we sver
have them? We, in Loulsville, are of the impression that if
twelve banks are good, fifty-two are better.

¥R. DELANO: Congress, I suppose, had in mind that theze
were going to be twenty-five thaﬁéand banks 1in this sysitem,

MR, GETTYS: But why walt? Let's get right after this
thing. i |

‘MR_‘ VDELANO: Eoi-v, asg geveral speaka’r's have saild, +this is
a very new system. The last reserve payuent was onlf‘made &

month ago. The Tinal reserves have not been finally translier=-

_red, a® you know, and not until next November will the matter

there had been more members, directors, or officers of the S%.
Louis bank coming Ffrom Louisville, would have have a different
feeling than you agpear to express here?

MY GETTYS: Not at all.

THE' CHATEMANS ! HEZ:

WAEBURGY . T%-looks,td me that you are
knocking at the fundamental idea of the Pederal Ressrve Systenm,
and that is this: Beocause this whole elaborate machinery of

constituting directorships of the various Federal Reserve Banks

was a great hardshlp on the big banks which have hardly eany
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representation at all in these banks except in your distrist,
the idea was that every part of the district should be repre-
sented, and that the bénks should be the districté anéd nod oﬁe
city., And I, for ome, do not see how you do not make it 0.
REPRESENTATIVE SHERLEY: Mr. Chairman, I think some of‘ﬁ
the trouble is we are looking at different sides of the éhield,
1 labor under tﬁe disadvanﬁage of being a Congreseman, but I
am a‘practical man, and I kno%.what was in the minds of the
men who made the law. You gentlemen are thinking all the time
of strengthening thése cenfral Banks, and manifeétly, no system
is Boing %o be of any value that does not make them strong 0
perform their functions. At the same.time, it is not altogether
impractical for men to think about the communities that these
banks were intended to'éerve, and the purpose for which we
created this machinery, We did not create twelve banks for
them to make money for themselves or for "Mnole Sam, " but ez
%e did have in mind certain communities to be served. Now, Wé
‘é5=not believe that proper facilities are being given to our
comminity. We think wé are being required to do business in
a new'and‘awkward way, in & way that by the natural law of
trade we would not do otherwise, aﬁd We_believe if that is ine-
sisted on our banks Willﬁ%ust fefuse ﬁé £0 intc-the system, and
Wili do their busiﬁess,othéfwise,.as a good deal of 1% is done
NOW,

MR. DELANO: That would be an argument for a change in the
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district lines.

REPRESENTATIVE SHERLEY: Perhaps sco. Butb ﬁhat propesition
involves éo much that is not practicable we would then be met
with the same argument as now,-¥1f we re-district for you, we
have t0 open up every other district.® We are trying %o be nrac-
tical to an extent at least, of offering what we belleve is a
remedy, though net a compl te one; there never will be & com— -
plete remedy for Loulsville, when she has hadrthe State multi—
lated the way 1t has veen. Bub with ue, we will be satisfied if
we get this. Now, if we have got to come to the proposition of
redistricting, why the thing becomes hopelsss, because &g soon
as we get lnto this, we will be told that these other districts
ﬁill be‘affeated, and you cannot begin anything like that;

THE CHAIRMAN, MR. WARBURG: OFf course, all the arguments
here are predicatéd on the one that with the Louisville banks
are not going to do business with the 8t. Louls bank.

REPRESENTATIVE SHERLEY: I do not say they are not, but I

MR, GETTYS: Only in our extremity, Mr. Warburg.

THE CHAIRMAN, MR, WARBURG:. That is the unforitunate parit.
MR

GETTYS: We are human belingss

THE CHAIRMANW, MR, WARBURG: That.is the point., I do

not know whether I speak for my colleagues here. I have very

little syumpathy with the point, if every city says-We are nd
going to do business with Chicago, etc., and so 1t goes, and if

we give a branch to Indianapolis, the cities below Indianapolis
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will begin, "How, you have made Indiana@olis a point. Kow;
you must give us one." We have the same trouble in the case
between Seattle, Spokane and Portland. You give it to one,
and the other two will be in the same positicn. ©So, it means
there is no end %o it. |

REPRESENTATIVE SHERLEY: Of course, if,because you give
it to Louilsville, you have to give if to everyoody else, why-
then, your argument is scund. Bubt if we do néﬁ present a
justifieble case, then is is denied us. But you are asking
frank guestions. You have no hold on the State banks, parfi-
cularly. You have no hold on the merchants, They are iree
men 1o @o‘buéiness as they please. 1f yvou do not make ths
Fedéral systewm atitractive to them, they will not do business
with you. That is not spite, that's the law of self-interest
that all of us follow.

THE CHAIRMAN, MR, WARBURG: Hobody knows more than do we

for us to administer this system., We are trying to look at it
from an unselfish point of view at least, and we have got %o
get into the system the spirit where the systeam ig DLeing con=-
sidered as a thle, where we haverﬂo patience really for the
fellow who says "I mustiﬁave it my Wé?, or I will not play.®
REPRESENTATIVE SHERLEY: Are we asking that? Good Loxd,
has Loulsville got anything? It is Jjust by chance left on tle

wap! 1 am glad to forget it, Mr. Chairman. I am glad to forget
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MR, SWEARINGEN: You ask, why don%t the State banks cone
in., In our district I remember one section in the Act which
provides;did ﬁrovide-that 1f we re-discounted paper, we would
have to waive protest? and everything of thaf kind.

THE CHAIRMAN, MR. WARBURG: It was taken out.

MR. S@gﬁIHGEE: Ho® entirely.

THE CHAIRMAN, MR. WARBURG: Yes.

¥R. SWEARINGEN: We have to maive for ourselves, &s I
understand i%. |
| THE CHAIRMAN, MR, WARBIRG: No.

MR. MARTIN: You do not have to put anything on your notes
¥r. Bweariangen.

¥R. SWEARINGEN: But I am just giving my impression.

MR. MARTIN: 7You do not have to put the stamp on.

¥R. SWEARINGEN: Bub you have to waive i%t, and what is
" THE CHAIRMAN, MR. WARBURG: When you meke that shabo-
ment, address yourseif to the Senate and to Ocngressfglease
(indicating Senators James and Beckham and Representative
Sherley). {Laughter)

MF. SWEARINGEN: But I want to get before you one pro-

position. I want to borrow money. I have notes to re-discount.
I can send to Chicago or New York. They take them. IFf their

clerk fails %o do his duty, they are responsible. But hers

2T o
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we have an arrangement supported by the banks, which says we
can do as we please. You suffer. Thatls what kept notes out
of that Bank.I Wbuid never borrow money undsr that condi-
tion. »?hat may be remeﬁied NOW LOWSVET.

THE CHAIRMAN, MR, WARBURG: The Board muggested it should

bte remedisd,

MR, SWEARINGEN: Wonld vyou, &g & banker yourself, if you

wanted to borrow money, want to send vour note to a place
where if they failed %to send notice, the endorser would be re-

lieved?

THE CHAIRWAY, MR, WARBURG: This is very intsresting, wut

I do not see what bearing it has on the branch bank question.

MR. SWEARINGEN: Mr. Hamlin and Mr. Sherley have asked,

If not now, when? How, we do not seem to have arrived any-
where. I do not suppose we will arrive anywhere. And so far
as we are concerned, we are disposed to leave our case with you

¢ 1o :
- withyhat we have said. I do not think we can add anything

Tt

gentlemen discuss these guestlons, and we get greal enlighten=-
ment from it, and go home and feél we zre wiser men. But 1 do

not think, as far as we are concerihed, we can do anything fur-

ther., We feel very deeply about this, I have not a prejudice
against S%. Lowls or anyyody there in my mind, but every itime

the matber comes up, the thing goes the other way. Thatts the
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propostion all the time. And with that, so far as we are
concerned, we are willimg to rest the case.

THE CHAIRMAYN, MR, WARBURG: May I say for the Board that
we have done a Preat deal, and on tehalf of the Board, I want
you also to um@erstand the difficulty we are laboring under.

I en sorry Govérnor Harding is not here today, and I want him
to have the benefit of hearing what has been saild, and he
will get that through the report. We want, and you know it,-
we want the system to be a success. If anybody does, the
Board wants if%.

MR. JOHISTON: We want it, but Mr. Warburg, we want <o
hely'make it a BUCC S8,

THE CHAIRMAN , MR, WARBURG: I am glad to know it. But with
you iﬁ is the bhank first,

MR, JOHHESTON: Thay is the law of human nature.

THE CHAIRUAY, MR. WARBURC: We have nothing but the success

more remote o those interscsts which, of ¢ourse, appear every-
thing to you, because there are 50 many other things thal have
to be considered, in order to be fair to everybody. This ques
tion of branches is onethat we have discussed quite recently
very, very considerabl and we have comsidered the q;es%ion
whether just because it is so far-reaching, we could not de-.

o

velop possibly some time simpler machinery, so as o take care
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of the hardships withoul going tc the great expense, and POS=
[s=] g ) ¥

sibly to the complication and disadvantage that it means, i

[ 2

you get too many Boards, forty'oz fifty Boards, which are the
dengexr "to the system., The difficulty is today thalt every mem-

bexr of every Federal Reserve Board thinks that they are the

Federal Reserve system, just as much as you Louisville men have|

thonghts against St. Louls. So, each Fe&eﬁal Beserve Bank has
an interest of its own. That whole thing is passed up with all
ite difficulties and all its hardships to us and we finally
have to sss What we can mpeke oﬁﬁ_of it. 1 do mot want you o
g0 home wunhappy at all. I hope you will feel that whabtever

can be done, will be done by us, and while we cannot answer
your question straight off the bat, when will you have the bran
I, for one, am willing to say you will have & branch. It ought
to come, 1f the system is o success. There should be and musth

be a lot of braancues.

.. But one more thought in wmnnection with New Orleasns. New

Orleans is & success, or more of a success, since 1t has de~

veloped or founded the new banking system, that we have tried
to develpp. Since the bankers' acceptances have become more
popular down there, the bank ie ﬂdé doing re-discounting, but
they have been buying béﬁkera* ascepﬁénces, against cotton, ete,
and Memphis Eas taken a gkep and developed something that

was a contribution to 1ts new system of banking. TNow, there is

nothing that will develeop the necessity for branches wmore than

s}
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that we have to get the regular business. I believe ag soen
a8 the bankers' acceptances develop, as it has,-we have one
hundred and sixty million dollars of investménts, that is .
guite & sum for a voung baby cﬁly‘two years old. And when ws
started only two years ago, nobody thought we would have bank
acceptances to a larger extent than twenty million possibly.
And so it goes. If the thing is permitted to be develpped
gystematically, these branches haﬁe go to comeé. We cannct
avold thep, and we would be more ha@?y than you when we have
fifty branches coming.

MR. SWEARINGEN: WMr. Chalirman, that is inferesting and
hopeful, hut the point in my mind is thigr Do you think that
it's just to communitiles to let them smffer by this co=
petition, and delay this inﬁro&ucticn of_ﬁhis system, so
that in the meaﬁ%ime they will have lost thelir business?

_ THEE CHAIRMAN, MR, WARBURG: Mey I glve you an answer
;?ery frankly, and that is, 1 had the fesling while you were
é%&%ing the case, you were not really meeting the 8%, Louls
argumenﬁg';Thefetisfnéﬁzacﬁhing the 8%. Louls banks can et
.out of ﬁhe‘system you can not get, and if the Sﬁate banks. think
they have ﬁoé proper oppyztuniﬁies un@ef the Federal Reserve
gystem in S8t. Louils, it'}slnot 80, and if we ever find the
least bit of discrimination or hesitation in doing everything

for Louisville banks that they are entitled ﬁd, we will go
into it pretty fast.
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MR. SWEARINCEN: The'Feaeral Reéerva Bank, of course,
is doing its best as far as it is able. But the location of
the Dank in that ¢ity damages us. _

THEMGHAIHMAH, MR. WARBURG: I agree it is so, but if
& St. Louls private bank goes tc a State bank and says it can
do more for it in reudiécounting than you can do, it ié tell-
ing a lie. |

MR, SWEARINGEN: It can do it more prompily. !

MR, JOENSTOH: 'We are losing business both in the Cleve-
land and St. Louils distribtso We are making every-eff&rt o
offset it, of course.

THE CHAIRMAY, MR, WARBURGe: I would like to have the

figures. There may be something, but it may look bigger to

you than i% is, when in black and white.

MR. JOHNSTON: We want to stop it while we are existing.
.,  HHE CHATRMAN, MR, WARBURG: DPlease do not misunder-

stand., We may or may not open a branch there scon. We will

corsider it from all points of view carefully and sywpatheti-

cally}- ‘ | “ ;

MR. DELANO: Mr. Swearingen, there l1s one kind of a
guaranty you can give ussiworth more, I think, than a guar-
anty, of expenses, which‘g§ provably something that you
cannot give, because the Comptroller will not recognize & ; %
pledge of that kind as binding, but simply a sort of debt |

of honor on your part, bubt one guaranty that will really
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mean a great deal to the success of the F@&gr&l Reserve
System, and that is, a guaranty.of some State member banks.
MR. SWEARINGEN: That is & large question, and I wish
I hod thie opportunity to sit in the shade of & bree and talk
With,yo& about it,
THE CHAIRMAN, MR. WARBURG: Are you a State bankexr?
MR, SWEARINGEN: We have a title and trust company bub

-there is not one particle of service you can render us.

§

We bave nothing at all we can red%%ount with you., The only
ij@ct;of cur carrying accounts is teo have some money for
exché;ngeo That is about the iny-thing; We loan on collater-
ai; we do not lend on commercial pa@er,' Vexry rarely, we take
a piece of commercial paper, Mr, Barr is the Presiden’ of |
the largest trust company of the South, He will make the same

statement to you. The Louisville Trust Company, = other, is

likewise with us, and the Unhited States Trust Company in

=.houlsville, If the Federal Reserve System ever is extended

“ 80 that 1t can exbend accomodations to institutions on gilt

edge collateral, even if they charge more intersst for that,
and make it not undesirable to get-it, I think you will get

hundreds of thousands in.the system. For myself, if the ruling

rate was four or five, I would rather e in that system and

pay one per-cent more for the wmoney than to carry our

balances in'Ghicago and New York; but today you could nob

render any service., That's the real reason we are not in.
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It's the same way, —=-— 1 think I spesk for M¥r. Bsrr.

THE CHAIRMAN, MR. WARBURG: How many Stete bankers are
here?

MR, BARR: Since Mr, Swearingen hes mentioned my nanme,

Mr. Maxtin well knows, we operate a trust company which is a

»

trust company pure and simple. It has the management of
trust estates. I appear here in behalf of the National Bank
of Kentucky, being one of ite directors. The reason that ouxr
rust oompaﬁy does not Join the Federal System 1s due to the
fact that we have never discounted a dollar of commercial pa=-
rer, nor 4o we have any commercial accounts. And, tharefare{
none of the benefits which would be derived from obtaining
money in times of distress would be available to us.

THE CHAIRMAK, MR, WARBURG: Where would you get 1%7

T

MR, BARR: We get it in New York.
THE CHAIRMAN, MR. WARBURG: From whom?

MR, BARR: We get it from some of the banks, the Bank of

wAmerica and the Bankers' Trust Company, and some of the other

gompanies, and we endeavor never to borrow very much., We sell

our bonds and conduct the business thalt way.
THE CHAIRMBN, MR. WARBURG: Do you not think it would be

a handsome thing if your bank would be in a position to do

4y

that? What are you doimz %to carry out the decentraligation o
the system? i

MR, BARR: Yo one in Louisville has Deen more heartily

in favor of the Federal System than myself.
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THE CHATRMAN, MR, WARBURG: Theoretically?

MR, BARR: %ﬁeéretieally; and if olir Board of Directozs
were willing to go into commercial business, Which, gocner or
later, théy may, I say, without hesitation, my recowmendation
would bg'to join the Federal Reserve System. Nore than thal,
I cannot_say. It shows my approval of 1%, snd 1t showsfthat
if we ¢.uld receive the benefibs of it, which, under the pres-
ent systenm, we do not, I would have no hesitancy in reaommen;
dation of the adoption of it.

MR, SWEARINGEN: The Kentucky Title Savings & Trust Com—
pany is a combined bank and trust company. Ité'prinaip&l
business is, however, issuing mortgage bonds on real-estate.
It has a savings deposit and an individual deposit. It is &
small bank. Most savings propositions in Louisville are. TWe
had, I think, in 1914 or 1913, sixteen hundred thousand dol-
lars on deposit. I star%éd down to the bank ons londay morn-—
ing, and I met Mr. Gettys there, and he said, "Have you heard
'9%ghat they are doing to your bank?® He says, "They say you
“pave closed up.® That was rather unplessant news. I did not

know Why, But that was on Monday, and they were 1ln an uproar.
Thet day we lost about ten thousand dellars of deposits. Tﬁat
did not mean vefy much, and would fiot have been noticed sxcept
for this talk. On the next dayv about eleven olclock bedlanm

broke loose, and we were called upon during that day, -- I think
there were about ten thousanﬁ peoplé who pald us a visit, =

and we pald out sixteen hundred thousand dellars bebtween eleven
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e THE CHAIRMAN, MR, WARBURG: I did not know Chicago

otclock and nine ofelock that night. We pubt up signs we would
stay open untlil every depositor was satisfied. How were you
able to do it, you may ask? Our main account is carried with

the Merchants Loan & Trust Company of Chicago. As scon as I

[n]

saw Wh&? was pending I telephoned to Mr. , and
sald, "We are having a run on us and need some money.® He said,
"How much will you need?” I sald, "I want %o start on one~hall
million."™ He sazid, "Send your credit over tonight and go ahead
and check.? Where would I have been with the Federal Reserve
System, 1f we had had to send paper to be perused and accepted
by & commiﬁ%ee?‘ I would hawe been broke. We also raised money
in identically the same way in the American Exchange Bank in
New York, and a bank in Chicago. I askei ¥r. ¥cVeigh.once how
he would have met that siﬁuﬁtian, He said it would have been
met all right.  Thet was before the system was started, but I
have never really understood how it would have been met at ai

distance like that.

g
]
6}

5€%rﬁher away than S%. Louls,

MR. BAER: OCould we get that kind of service from the Fed-
gral Reserve Bank of ©St., Louls? In other words, I want to get
this polnt out: Our relations with the Bank were such that they
relied on usy;that when we sald we needed the money and would
send over %he credits, they.took our word and judgment. They
received our credlts next'mOTning,'”nﬁ everything was satisfac-
tdry.

THE CHAIRMAN, MR. WARBURG: I do not know whether you fol-
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low our weekly statemenﬁﬁ, You may have known there was a
slight flurry in ﬁéw Tork last week. On dne day the Bank of
New York paid out eleven or twelve million dollars. Five mil-
liéns were re-discounted by banks that had never besn theré
before. They sent over their paper, and there it was, and the
rest was faking acceptances from them in a jiffy.

¥R. BARR: Our paper is iﬁ Louisville and this Bank is in
St. Louis. ‘

THE CHALRMAN, MR, WARBURG: It makes no Gifference. If
you had gone to the trouble of having an understanding with ¥x.
Martin's bank, there would be no difficulty at all, and if‘ycu
. would begln 0 ouy bankers' acceptances at three per-cent, in-

stead of having them loaned at two per-cent on call, you would
have satisfaction. The law permits us only to take certain
things, and those ﬁe take without any hesgitvtation. And, of
course, the whole system is predicated on that. There should
be no hesitation. ©So that youw should know for cerdtain if you
""" “have good paper, there can be no hesliation at all. And it has
" Been done. |

MR. BARR: I brought this out for this reason. Thisz bank
could get no service from the Systen.

THE GHAIEMA&, MR, WARBURG: Léﬁ me come Lo that in & mo=-
ment. After that, Mr. Barr said, you got your accommodation
in Few York, and Congressmgn Sherley, who says we do not de=
centralize enough, in Chicago. You are the ones that he ought
to complain about, even if you had not got & cent that you

could re-discount with us, which, Jf course, would not be so,
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because you can ar:ange your afz&;rs so that you have enough,
but 1f you had only sesurities, if I were president of the
Trust Gompany, I would become a memwber cof the Sysiem, because

I wanbted %o OOQ?IIDLte my reserve Lo that general fund of pro-

b

tection,~in this case, for your own bank, and if you strengthen
your own bank and your other Shtate banks would come into the
System, you weuld double the strength of the S%. Louis Bank or
of your Louisville branch, and you would not go to New York.

'

And the only way to break up this centralization is to ors

(!é

ate
central p01nts which are strong enough, and that is where I do
not agree with Congressman Sherley at all. TYou do not decen-

tralize by having five hundred centers, and there you have

none at all. If you have one strong point against which you

-

D

wish to draw Chicago or NWew York —— if these State banks con-
tinue to stay out and say, I get my accommodation from the Mer—
chants Loan & Trust Company in & pinch, in a panic, if they do

.. Dot become mewmbers, though I hope they will very soon, I think

_,G-,

. they have not done their part toward making the system & suc-
céss. They do net think about doing what is best for the Na-
Tlon, but what is best for themselves., The Hational banks had
%0 give up things when they came into the System, Why not the
State banks? ]

MR, SWEARINGEN: It is not so wuch in our line %o buy
benkers' acceptances, Werdo not Want to go into that line of

business.

THE CHAIRMAN, MR, WARBURG: What are you here for?
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MR, SWEARINGEN: We are loaning monsey on collateral.

THE CHAIBMA&,\MR. WARBURG: My dear sir, vou have &
right t0 speak to us, if.you are a good citizen, if you have
any interest in what concerns the community, but you say you
do not -like, you de not care about that.

MR, SVEARINGEN: Oh, no.

MR, JOHNSION: He is only speaking about his Truat.com—
pany.

THE CHAIRMAN, MR. WARBURG: I know that. I know the
other half of him is all right.

MR. JOHNSTON: Mr. Warburg, we want to thank you very
sincersly for the laige amount of time you have given us, and

I want to say that I hope to see the day come when the Sitate

‘banks do come into the Systen.
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