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CONVERENCE OF THE GOVERNORS OF THE

New Willard Hotel, Washington, D. C.,
Thursday, December 10, 1914.

Alfred L., Alken, Governor,

Federal Ressrve Bank, Boston, Mass.
Benjanin Strong, Jr., Governor,

Federal Reserve Bank, New Yerk, N. Y.
Charles J. Rhoads, Governcr, :

Federal Reserve Bank, Philadelphia, Pa.,
E. R. Fancher, Governor,

Foderal Reserve Bank, Cleveland, 0.
George J. Seay, Governor,

Federal Reserve Bank, Richmend, Va.
Joseph A, MeCord, Governmor,

Federal Reserve Bank, Atlanta, Ga.
d. B. licDougal, Governor,

Pederal Reserve Bank, Chicage, Ill.
Rolla Vells, Governor,

Federal Reserve Bank, St. Leuis, lo.
Theodore Wold, CGovernor,

Pederal Reserve Bank, Minmeapolls, Minn.
Chas. M, Sawyer, Gouvernor,

Pederal Reserve Bank, EKansasg City, lo.
Oscar Wells, Governor,

Federal Reserve Bank, Dallas, Texas.
George C. Bordwell, representing the Govermor

of the Federal Reserve Bank of San Franclsco.
C. R. licKay, Dupuby Governor,

Federal Reserve Bank, Chiecago, Ill.
d. F. Curtis, Secretary and Counsel,

Federal Reserve Bank, New York, N. Y.

The meeting was called to order at 1l a&. m. in the Interstate
Commerce Commission hesring room at the New Willard Hotel, Washington, D. C.

The meeting thereupon procecded to organize by electing Mr. Ben-
Jamin Strong, Jr., Chairmsn, and Mr. J. F. Curtis, Secretary of the con-
ference.

(Note: By direction of the Secretary, the conference was re-
ported as a general informal discussion o & point later indicated.)

The Chairmen stated that up to the btime of the arriwal of certain

menbers of the commities who -had walted upon the Federal Reserve Board,

and the arriwal of the reporter, the conference had adopted first , the or-




der of the program, and were now about to contimue the discussion of various
suggestions then under consideration.

The inquiry was here made as to whether the reserve banks had been
invited individually to come in as honorary members of the American Bankers
Associstion, so that they could have some weight with the Association itself;
It was stated that as honorary members they would have ne voting power,
and that certain objections might be removed from the minds of the Federal
Reserve Board in case membership was so reetri‘cted, ag otherwise 1% mighﬁ
not be advisable for the members to accept the invitation.

The Chairman stated that he thought that one of the advantages to

be gained would be a closer relationship and kindlier feeling between all

the banks, state and national, and, though he did not know exactly how many
banks were identified with these assgociabtions, certainly there wers a large
percentage of all the banks in the country. It seemed to him that it
would be policy to cutline their plan to the Board. This was also the
impression of the rest of the members.

It was then suggested to the Chairmam that it might be well for
the reserve banks not to initiate this matter, but let the asscclations
give the invitatioms.

The Chairman stabted that he understood an invitation had been sent
to every meuber bank by ﬁhe A. B. A, Governor leCord suggested that he
eould report for the six staves in his district and for the Georgla State
Association, that both had invited them to becoms members, and that the
State Association nad invited them to become an honorsry member. That in
view of the letter which they had received from the Secretary, they con-
sidered they ocould not be a full affiliated member. Governor icDougal
gtated that he thought that if they were to be admitted, then the quest ion
might naturally arise as to whother or not some of the rules and regulations
might involve them in some embarrassment.

Covernor Fancher ingquired as to whether any member had been em-
barrassed by associastion with the A. B. A., whether they fouhd it restrio-
ting in any ssnsb. Governor Fancher stated that he had reference to the
member's institution as & national banking institution -- wa.s'i'c rostric-

tive or irksome? He stated that he did not think the member would £ind
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it so, so far as the Federal Reserve Board went, and he stated that he
thought the proposition should rather come from us than from them.
And he suggested that before determining anything further in the matter,
they should determine that. No objection was expressed by several
members present, and one of the mombers suggested to the Chairmmn that
they had & precedent in relations with the clearing house, that they
were to become members of clearing houses of thelr cities without the
regular obligations attaching to them as attached to clearing houses,
and that that would be the prewailing rule as to joining the assceiation.
The Chalrman stated that it had beon moved that the matter be
reforred to the Federal Reserve Board, as well as the mtter of jJoining
the State Banking Association, for a statement of poliecy with & recome
mendation that a uniform policy be adopted in this regard, and that it
was the sense of the meeting that such asscciations should be mmde.
The inquiry was then made as to whether they should refer it to

the Federal Reserve Board, as it was thought they should first £ind out

whether or not it would be objectionable o them. Scme one suggested

that the word "informal® might Be inserted in the resolution.

The Chalrman stated that there was no objtecion to that smend-
ment, in the language of the resolution, and that in the abzence of objec-
tion the meeting might consider it as adopted. (o objection).

The Chairman then stated that the meeting was engaged in discus-
sing a question of rather minor importance ?md that possibly they had
batter now conclude that topic, which wae the method of computing discounts .
In order %o bring the guestion before the meeting, he stated what the
situation was in New York, where his distriet comprised but one state.

On inquiry of counsel, they were advised that the law in New York reguired
the discount o be commted by & certain methed, mot however, generally
obaerved in that district; the method prescribed by the statute would
require them %o compute the discount for the mumber of days from the

date of discount to the date of mvaturity of the note, with interest on the
basis of one day's interest being one 365ths of & year's interest at the

prescribed rate. By custom in New York, however, interest has been cole

/
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lected by the banks on the basis of 360 days to the year. The advice
of cpuneel a8 to the law in New York requiring the basis of 360 days to &
year, they had therefore adopted that policy.

In reply to 2 question by Governor MgDougal as %o whether it was
the Chairran's epinion that they should give information to the warious
banksa 6n that point, the Chairman stated that he really did not feel con-
fident encugh to express an opinion &8 to a question which had to do with
the laws of different states, and particularly when practically all of the
other banks cubside of New York covered more than one state, where the law
in those different states might be different. So far as he had any
opinion on the subject as to the other districts, it was that 1% would be
impossible for the Federal Reserve Board to make s uniform regulaticn
which would fairly cover all districts. Some one ingquired as to whether
or not the members had received a notice about computing interest, to which
the Chairman replied that he had and thet perscnally as to his district he

would be very reluctant to cbserve it. The ingquiry was here made 88 to

whother that was not a recommendation, to which the Chairmen replied that it
was, Ybub that they cculd not obeerve it simply becsuse it was contrary %o
the law. Scme one inquired whether the New York law said discount or
interest. The Chairman replied that he helieved it said beth interest and
discount. It was stated that it was very lmportant whether the law did
gay that or not, as otherwise, in the absence of regvlaticn, one might be
able to discount paper hy whatever method one desired fo figure interest,
The general opinion was then expressed that the law seemed %o require
interest to be celpubted for the 368 days, that iz for the actually elapsed
time, but that that polioy as stated by Governor MoBord, would not apply

in his district, where the word "discount® is omitted from the statute.

Soﬁe one then sugeested that they @otld therefore comply with the request

¢f the Bosrd to meke 1t 360.

It was then mowved that it was thé sense of the neeting that

they should not take any action on that mstter at this time, as it would

raise 8 problem which they did not yet confront.

The Chalrmen stated that it had been moved sad seccnded that

no sction be taken as he understood 1%, by way of reference to the Federal

Reserve Board or by way of adopbing a uniform policy at this time with
)
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reference to the method of corputing discount. He asked whether there
was any further question %o that wmotion. It was sugeested by one of the
menibers that in his distriet they iwposed a miniwum charge, and that to de
so made the matter very couplicated, %o run a piece of paper through
their intricate accounting machinery.

The inguiry was alse made as to what was the minimum charge
throughout $hat district, to which the answer was made that it was
LiLey centa. It was stated that of course it was the desire of the
meeting not to do anything that would interfere with the practices, and to
substitube a differvent charge or principle might be the means of doing it.
That the members believed it to be the desire to disturb existing practices
ag little as possible.

The Chalrman then inguired whether the members were ready for a
vote on the motion, which had been seconded, and called for a yea and nay
vote. The motion was passed.

The Chairman then stated that in connection with this discussion

they sheuld also consider the question of the value of notes bearing in-

terest at which they should be offered as collateral for Federal reserve

notes to Federal Reserve Agents: whether & note should be taken at iis
face walue or discount walue. He stated that the policy of his institu-
tions where the note was drawing interest, was to add the amount of interest
Yo maturity to the fuce of the note, thus avelding confusion and unnecess-
ary work to the discount department.
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